
SUL.LIVAN, M O U N T J O Y ,  STAINBACK & MILLER PSC 

ATTORNEYS AT LAW 

Ronald M Sullivan 

Jesse T Mountjoy 

Frank Stainhack 

James M Miller 

Michael A Fiurella 

Allen W Holhrook 

February 1 1, 20 13 

R MichaelSullivan Via Federal Express 
Bryan R Reynolds" 

TysonA Karnuf 

Mark W Starnes 

C: Ellsworth Mountjoy 

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

*Also Licensed in Indiana 

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

Dear Mr. DeRouen: 

Enclosed are  a n  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 TJtility Customers, 
Inc.'s Supplemental Data Requests. I 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, 

+m-& 
James  M. Miller 

JMM/ej 
Enclosures 

cc: Billie J. Richert 

Telephone (270) 926-4000 

Telccopier (270) 683-6694 

100 St Ann Building 
PO Box 727 

Owensboro, Kentucky 
42302-0727 



Service List 
PSC Case No. 201 2-00492 

Michael L. Kurtz, Esq. 
BOEHM, KIJRTZ & LOWRY 
36 E. Seventh Street 
Suite 15 10 
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 Rryri Mawr Avenue 
Chicago, Illinois 6063 1 

Jennifer Hans Black 
Dennis G. Howard, I1 
Lawrence W. Cook 
Assistant Attorneys General 
1024 Capital Center Dr. 
Suite 200 
Frankfort, ICY 4060 1 

Mr. David Rrevitz 
3623 SW Woodvalley Terrace 
Topeka, K S 666 14 



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 respoiises filed with this Verification, and that those data responses are true and 
accurate to the best of my knowledge, inforination, and belief formed after a reacsoiiable inquiry. 

COMMONWEAL,TH OF KENTUCKY ) 
COUNTY OF HENDERSON 1 

SIJBSCRIBED AND SWORN TO before me by Billie J. Richert on this the &ay of 
February, 20 13. 

kJ My C&n&sion Expires 



ELECTRIC C O  RPO RAT1 0 N 

cI-- 
Your Touchstone Energy” Cooperative 

COMMONWI3ALTH 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-oo492 
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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APPLICATION OF BIG R I W R S  ELECTRIC CORPORATION 
SSUE EVIDENCES OF IN EBTEDNESS 

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. I f  BREC 
obtains any further or supplemental documents or information 
subsequent to the preparation and service of RREC’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 
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Billie Richert 
From: 
Sent: 
9: 
C: 

Subject: 

Billie Richert 
Tuesday, February 05,201 3 6:25 PM 
'Dennis.Pidherny@fitchratings.com' 
'Alan.Spen@fitchratings.com'; Ralph Ashworth 
RE: Press Release 

Dennis/Alan, 

I 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: 

Sales Dominated by Smelters - not sure about the 65% and 70%. I'm getting 61% and 64% for 2012. 
Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. 
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. 
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 i ts agreement, and'. We aye 
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. I will call you as 
soon as I 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: AlanSpen@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 
Auded any confidential information. Please provide any comments to me in writing as soon as you have had the chance 
review the release. 
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Thank you again for your assistance. 

Jennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

+I (516) 659-2428 (mobile) 
dennis. pidhernv@fitchratinas.com 

+'l (212) 908-0738 

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.comlemail. 
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Billie Richert 

From: 
Sent: 

3: 
c: 

Subject: 

Billie Richert 
Tuesday, February 05,2013 6:22 PM 
‘Dennis.Pid herny@fitchratings.com’ 
Alan.Spen@fitchratings.com; Ralph Ashworth 
RE: Press Release 

Dennis/Alan, 

Couple of items: 

Sales Dominated by Smelters - not sure about the 65% and 70%. I’m getting 61% and 64% for 2012. 
Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. 
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. 
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 i ts 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. I will call you as 
soon as I get in the office. 

Thanks, 
Billie 

- V o r n :  Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 

To: Billie Richert 
Cc: Alan.Spen@fitchratings.com 
Subjeclt: Press Release 

mt: Tuesday, February 05, 2013 3:57 PM 

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 

+ I  (516) 659-2428 (mobile) 
+nnis.pid hernv@fitchratinas.com 

+I (212) 908-0738 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is @ ~ ~ @ j @ i & ~ & j f p p ~ 2  
the use of the addressee(s) only. If you are not the intended recipient qjft&,$&& &~@,+&gjte~KIuc 2-1 
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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 fiom its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
littd/www.messanelabs.com/email. 
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5illie Richert 
From: Dennis.Pid herny@fitchratings.com 
Sent: 

j: Billie Richert 
U. .. Alan.Spen@fitchratings.com 

Subject: Press Release 
Attachments: 

Tuesday, February 05,2013 3 5 7  PM 

Big Rivers RAC 2-5-1 3.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 

+I (516) 659-2428 (mobile) 
-. dennis. pidhernv@fitchratings.com 

+ I  (212) 908-0738 

mfidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
Lne 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. 

SlJBJECT 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 
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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. 

INSlJFFICIENT REGULATORY SUPPORT: Inadequate 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 count-ies. 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 Renergy 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. 
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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 l o s s  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 smelt-er load 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 
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plan to address the operating and financial effect on Big 
Rivers 

FUTlJRE 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 Renergy. 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 

Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

t1-212-908-0594 

Secondary Analyst 
Dennis Pidherny 
Managing Director 
+1-21.2-9 0 8-0 73 8 

Committee Chairperson 
Senior Director 
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Media Relations: Elizabeth Fogerty, New Y o r k ,  Tel: +1-212-908- 
0526, Email: elizabeth.fogerty@fitchratings.com. 

Additional information is available at 'www.fitchrat.ings.com'. 

In addition to the sources of information identified in Fi'cch'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.S. Public Power Rating Criteria', Dec. 18, 2012; 
--'Revenue-Supported Rating Criteria', June 12, 2012. 
--'Big Rivers Electric Corporation', Aug. 31, 2012. 
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Billie Richert 
From: 
'snt: 

A: 
Subjec t  

Dennis.Pidherny@fitchratings.com 
Tuesday, February 05,2013 3:39 PM 
Billie Richert 
alan.spen@fitchratings.com 
Re: I'm in my office until 4:OO 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 

+I (516) 659-2428 (mobile) 
dennis.sidherny@fitchratinas.com 

+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.com)" <Dennis.Pidhemy@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:OO CST 

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

%be (Rich& CQg, CIITQ 
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 
delete 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 attachrnent(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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From: 
sent: 

Jbject: 

Billie Richert 
Tuesday, February 05,2013 3:32 PM 
Dennis M. Pidherny (Dennis.Pidherny@fitchratings.com); alan.spen@fitchratings.com 
I'm in my office until 400 CST 

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

&?e $$chert CPA C97P 
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 yourlany storage medium 
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Billie Richert 
From: Billie Richert 
’ent: 

dubject: 

Tuesday, February 05,2013 10:27 AM 

RE: Committee Today at 3 PM 
j: ‘Dennis.Pid herny@fitchratings.com’ 

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 

New York, NY 10004 

+I (516) 659-2428 (mobile) 
dennis. pidhernv@fitchratinas.com 

me State Street Plaza 

+I (212) 908-0738 

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 notie 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 messagelab s . com/email . 
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From: 
mt: - 

A: 
Subject: 

Dennis.Pidherny@fitchratings.com 
Tuesday, February 05,2013 952 AM 
Billie Richert 
Alan.Spen@fitchratings.com 
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 

+ I  (516) 659-2428 (mobile) 
dennis.Did hernV@fitchratinqs.com 

+ I  (212) 908-0738 

Confidentiality Notice: The information contained in this e-ma$ and any attachrnent(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 

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

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

Subject: RE: Rate Request 
Attachments: 

Monday, February 04,2013 1158 AM 
): 'Dennis.Pid herny@fitchratings.com' 
C: aIan.spen@fitchratings.com 

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 requestlfiling related to the $74 million? I 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 

+ I  (516) 659-2428 (mobile) 

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. 

+ I  (212) 908-0738 

- nnis.pidhernv@fitchratinm.com 

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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THIS MONTH 
ITEM (a) (b) (c) (d) 

1. Electric Energy Revenues 558,372,354.1 3 563,385,13 1.72 614,725,050.00 47,925,748.49 
0.00 0.00. 2. Income From Leased Property (Net) -- 0.00 -..._"--_ 0.00 _l_l__ 

3. Other Operating Revenue and Income 3,616,877.57 4,957,104,Ol 4,011,500.00 . 361,084.00 
4. Total Operation Revenues & Patronage 

5. Operating Expense - Production ., Excluding 
Fuel 50,410,485.54 45,054,670.68 54,962,438.00 3,943.267.47 

226,368,922.34 240,841,163.00 21,249,08 1.05 6. Operating Expense - Production - Fuel 226,229,049.99 

7. Operating Expense - Other Power Supply 112,261,892.16 1 11,465.356.58 126,165,163.00 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/lSO 2,529,53 1.67 2,262,434,76 2,470,652.00 193,126.93 

297, 191.47 
12. Operating Expense - Customer Service & 

Information -__I. 631,534.63 886,167.75 723,7 74 .OO 255,808.72 
44,997.07 13. Operating Expense Sales -I_ 185,003.78 19 1,205.48 IL1 01,600.00 

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 tbru 14) 427,987,798.1 1 426,073,459.80 462,913,382.00 38,285,567.91 
16. Maintenance ExpenEProduction 42,896,4 18.40 41,169,861.77 58,889,721.00 3,284,826.73 

17. Maintenance Expense . Transmission - 4,680,625.01 4,607,997.64 3,933,069.00 301,844.41 
0 00 0.00 

Capital(7 thru 3) 561,989,231.70 568,342,235.73 618,736,550.00 48,286,832,49 

I O .  Operating Expense - Distribution 0.00 0.00 0,OO 0.00 
11. Operating Expense - Customer Accounts 0.00 297,191.47 0.00 

18. Maintenance Expense - RTOIISO 0.00 - 0.00 - 
19, Maintenance Expense - Distribution 0.00 0.00 0.00 0.00 

140,534, I 1 I84,30 1 .57 1 Ol,S38.00 3 1,439.55 

98.389.00 3,810.88 885.00 0.00 

20. Maintenance Expense - General Plant 
21, Total Maintenance Expense (16 fhru 20) 47,117,577.52 45,962,160.98 62,924,328.00 3,618,110.69 
22. Depreciation and Amortization Expense 35,406,805.68 4 1,090,390.70 4 I ,9 10,892.00 3,425.585.83 
23. Taxes - 
24. Interest on 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 <548,206.0W <766,677.00-. c678, I 17.00:. ~ <44,5 84.00:. 
59,249.64 ---"- 147,499.02 0.00 46,672.91 26. Other interest Expense 

0.00 
28. Other Deductions 220,434.26 546,328.23 4 l5,Sl2.00 121,400.56 

(15 + 21 fhru 28) 556,657,192.1 5 558,089,760.08 6 12,134,314.00 49,251,342.49 

____ 30, Operating Margins (4 less 29) 5,332,039.55 10,252,475.65 6,602,236.00 <964,510.00> 

31. Interest Income - --.- 150,516.1 8 963,130.32 6 1,860.00 213,475.84 
0.00 

0.00 __ 0.00 27. Asset Retirement Obligations 0.00 
~ 

29. Total Cost Of Electric Service 

- 0.00 0.00 0.00 32. Allowance For Funds Used During Construction 
33. Income (Loss) from Equity Investments 0.00 0.00 0.00 0.00 )_. 

9,288.48 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 

61,485.01 __ 33,000.00 2,810.97 
0.00 0.00 0.00 0.00 

34. Other Non-operating Income (Net) 
35. Generation & Transmission Capital Credits 
36. Other Capital Credits and Patronage Dividends 

38. Net Patronage Capital Or Margins 

108,536.38 
37. Extraordinary Items .I 

(30 fhru 371 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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I UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

1. Total Utility Plant in Service 
2. Construction Work in Progress 
3. Total Utility Plant (7 + 2) 
4. Accum. Provision for Depreciation and 

Amort. 
5. Net Utility Plant (3 - 4) 

1,999,408,055.99 
-. 50,813,642.99 

2,050,221,69= 

962,994,2772- 
I ,087,227,42 1.42 

33. Memberships 

34. Patronage Capital 
6. Assigned and Assignable 
b. Retired This year 
c. Retired Prior years 
d. Net Patronage Capital (a-b-c) 

35. Operating Margins - Prior Years 
36. Operating Margin - Current Year 
37. Non-Operating Margins 

38. Other Margins and Equities 

39. Total Margins & Equities 
(33 + 34d thru 38) 

30. Long-Term Debt - RUS (Net) 

12. Long-Term Debt - Other - RUS 
3uaranteed 
13. Long-Term Debt - Othe;(Net) 
14. 

$6. Total Long-Term Debit (40 thru 44-45) 
$7. Obligations Under Capital Leases - 

18. Accumulated Operating Provisions 
and Asset Retirement Obligations 

49 Total Other Noncurrent Liabilities 
A+L --_I..---- ~ 

50. Notes Payable 

41 I Long-Term Debt - FFB - RUS Guaranteed 

LongTerrn Debt - RUS -&on. Devei. (Net) 
15. Payineiits - Unapplied 

Noncurrent 

5 I .  Accounts Payable 

52. Current Maturities Long-Term Debt 
53. Current Maturities Long-Term Rebt 

- Rural Developinent 
54. Current Maturities Capital Leases 
55. Taxes Accrued 
56. IntereCAccrued z. Other Current and Accrued L iaEes 

58. Total Current & Accrued Liabilities 
- (50 flwu 57) 

75.00 

0.00 

<24 1,898,352.19> 
10,3 13,960.66 

639,960,667.52 

<5,494,663.80> 

- 

402,881,687.19 
21 0,359,050.37 

0.00 

0,OO 
634,958,421.53 

0.00 
0.00 

845,317,47= 

0.00 

2 1,571,186.78 

.---- 

2 I ,571 ,I 86.78 .--- 
0.00 

33,O i 2,925.09 

79,926,462.99 

..- 

0.00- 
0.00 

967,205.68 
4,925,038.44, 
9,987,629.09 

128,819,261.29 

I (5+14*27 thru 31) I 1,546,677,921.05 
RUS Financial and Operating Report Electric Power Supply Part A - Finar 

6. Non-Utility Property (Net) 
7. Investments in Subsidiary Companies 
8. 
9. 

10. Invest. in Assoc. Org. - Other - 
Nongeneral 

1 1. Investments in Economic Development 

Invest. in Assoc. Org. - Patronage Capital 
Invest, in Assoc. Org. - Other - General 
Funds ._ 

Funds - - 
Projects -- 

BORROWER DESIGNATION 
KYO062 

-_. ~ 

0.00 
0.00 

3,682,912 51 

43,840,79& 

0.00 

I0,000.00 --._I__. 

PERIOD ENDED 
Dec-12 
.__ 

12. Other Investments 
13. Special Funds 
14. Total Other Property And investments 

(6 thru 13) 
15. Cash - General Funds 
16, Cash - Construction Funds - Trustee 

19. Notes Receivable (Net) 

- 
17. Special Deposits - 
18. Temporary Investments 

20. Accounts Receivable - Sales of 

21. Accounts Receivable - Other (Net) 

22. Fuel Stock 

24. Materials and Supplies - Other 
25. Prepayments 
26. Other Current and Accrued Assets 
27. Total Current And Accrued Assets 

28. Unamortized Debt Discount & Extraor. 

29. Regulatofy Assets 

30. Other Deferred Debits - 

Energv (Net) -- 

23. Renewable Energy Credits 

(15 thru 26) 

- Prop. Losses 

.ANCE SHEET 

5,333.85 
180,633,438.55 

228,172,477,9 1 
7,3 1 1.28 

0.00 
598,486.43 

1 10,l 65,436.23 
0.00 

- 44,758,033.34 
2,345,619.29 

34,145,612. I9 
0.00 

- 24,957,072.86 - 
4,175,473.96 - 
1,276,192.74 

222,429,238.32 

4,163,614.81 
704,087.08 

3,1)8 1,08 I .5 I 

LIABILITIES AND OTHER CREDITS 

59. Deferred Credits 148,088,313.89 

51. Total Liabilities and Other Credits I 
(39 + 46 + 49 + 58 thru 60) I 1,546,677,921.05 

a l  Revision Date 2010 
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Billie Richert 
From: 
Sent: 
0: 
ubject: 

Billie Richert 
Monday, February 04,201 3 1 156 AM 
'Dennis.Pid herny@fitchratings.com' 
RE: Rate Request 

httd/psc.ky. aov/Home/Librarv?type=Cases&folder=2O 12 cased20 1 2-0053 5 

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

From: Dennis.Pidherny@fitchratings.com [maiIto:Dennis.Pidherny@fitchratings.com] 
Sent: Monday, February 04, 2013 11:21 AM 
lo: Billie Richert 
Subject: Rate Request 

Billie, 

Do you have a copy of the most recent rate request/filing related to the $74 million? I 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 

F?W York, NY 10004 
1 (212) 908-0738 
+I (516) 659-2428 (mobile) 
dennis.pidhernv@fitchratinas.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://w.messagelabs.com/em~. 
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Billie Richert 

From: 
Sent: 

3: 
,ubject: 

Dennis.Pidherny@fitchratings.com 
Monday, February 04,201 3 1 1 :21 AM 
Billie Richert 
Rate Request 

Billie, 

Do you have a copy of the most recent rate request/filing related to the $74 million? I 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 

+ I  (516) 659-2428 (mobile) 
dennis.pidhernv@fitchratinns.com 

+ I  (212) 908-0738 

--- 
Confidentiality Notice: The information contained in this e-mail and anyattachment(s) is confidential and for 
the use of the addressee@) 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. 

fhis 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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From: 
Sent: 

1: 

U .  

Subject: 

Billie Richert 
Friday, February 01,2013 1255 PM 
'Dennis.Pidherny@fitchratings.corn' 
Alan.Spen@fitchratings.com 
RE: Call on Monday 

Good. I've confirmed. Speak with you then. 

: 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 I 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 

+I (516) 659-2428 (mobile) 
.tennis.oidhernv@fitchratinqs.com 

+I (212) 908-0738 

t rom: Billie Richert <Billie.Richert@bigriverssom> 
To: "Dennis.Pidherny@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
cc: "Alan.Spen@fitchratings.corn" <Alan.Spen@fitchratings.com> 
Date: 02/01/2013 12:44 PM 
Subject: RE: Call on Monday 

I can do 730 to 8:30 CST on  Monday or 11:3O to 1:OO CST or 4:OO - S:OO CST 

From: Denis.Pidherny@fitchratinas.com [mailto:Dennis.Pidhernv@fitchratinas.com] 
Sent: Friday, February 01, 2013 10:39 AM 
To: Billie Richert 
Cc: Alan.Suen@fitchratinas.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 I want him to 
have the benefit of hearing the update. 

''le are available all morning. 

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

+ I  (516) 659-2428 (mobile) 
dennis. pidherny@fitchratinas.com 

I (212) 908-0738 

Confidentiality Notice: The information contained in this e-mail and any attachrnent(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 attachrnent(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 
&p://www.messagelabs. com/email. 

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

-. 
anfidentiality Notice: The information contained in this e>ail and any attachrnent(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 Message1,abs Email Security System. For more information, please visit 
http://www.messagelabs.condeniail. 

2 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 22 of 167 

mailto:pidherny@fitchratinas.com
http://www.symanteccloud.com
http://www.messagelabs.condeniail


From: 
Sent: 

>: 
c: 

Subject: 

Dennis.Pid herny@fitchratings.com 
Friday, February 01, 2013 11 :46 AM 
Billie Richert 
Alan.Spen@fitchratings.com 
RE: Call on Monday 

Alan and I are both in early. Why don't we say 7:30-8:30, which is 8130-9130 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 

+ I  (516) 659-2428 (mobile) 
dennis. Didhernv@fitchratinqs.com 

+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis.Pidhemy@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
cc: "Alan.Spen@fitchratings.com" <Alan.Spen@titchratings.com> 
Date: 02/01/2013 12:44 PM 
Subject: RE: Call on Monday 

I can do 7:30 to 8:30 CST' on Monday or 11.:30 to 1:OO CST or 4:OO - 5:OO CST. 

From: Dennis.Pidhernv@fitchratinqs.com [maiIto:Dennis.Pidherny@fitchratinqs.com] 
Sent: Friday, February 01, 2013 10:39 AM 
To: Billie Richert 
Cc: &n.Spen@fitchratinss.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 I 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 
.I (212) 908-0738 
+I (516) 659-2428 (mobile) 
dennis.pidhernv@fitchratinqs.com 
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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 
sdistribute it by any means. Please delete this e-mail and any attachment(s) and noti@ us immediately. 
,nauthorized 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 
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Billie Richert 
From: Billie Richert 
Sent: 

Subject: RE: Call on Monday 
Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01, 201 3 1 1 :45 AM 
3: 'Dennis.Pid herny@fitchratings.com' 
C: AIan.Spen@fitchratings.com 

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 I 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 
Qne State Street Plaza 

BW York, NY 10004 
T I  (212) 908-0738 
+ I  (516) 659-2428 (mobile) 
dennkpid hernv@,fitchratinns.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 notifl us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachent(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
ta retain, monitor and intercept e-mail messages both to and fkom 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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ARY PRODUCTS CORPORATlON 

January 31,201 3 

Gentlemen: 

Rivers”) filed an Appli 
increase in base rate 

ainable. Under the circumstances, APP 

ion 7.3.1 of the Agreement ires the President of 
nt of APPC, to represent and 

operations at the Se 
elting operations af melter. Under the p 

lects a business judgment made in 
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es, Wlr. Timothy Guerra, the Pres of Alcan Corporation, makes those 
ions and warranties in the Certificate 

ents. Therefore, in APPC decides in 

s and Kenergy on terms no less favorable than those offered to Century. 

APPC ay?preciates 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 

e present time, we welcome continuation of those discussions during 
case in hopes of reaching a mutually acceptable accord. We believe 
ould not be inconsistent with this Notice of Termi n and indeed are 

n the jobs and preserve the econo benefits of those 

have any questions about this Notice of Termination, please do not hesitate 
y of my colleagues listed below. 

ALCAN PRIMARY PRODUCTS CORPORATION 

cc: Mr. SBrge Gosselin 
Mr. Donald P. Seberger 
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TlON 

Office of the President 

CERTIFICA TIE: 

dersigned, Timothy Guerra, a resident of the State of Illinois, hereby represents 

'1. duly elected President of Alcan Corporation, a Texas corporation (the 

2. owner of 100% of the iss 

and delivered concurre 

recommencing operations at that location. 

Dated as of the 31st day of January, 2013. 

President 
ALCAN CORPORATION 
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Billie Richert 
From: 
cent: 

): 

.C: 
Subject: 

Billie Richert 
Friday, February 01, 201 3 11 :45 AM 
‘Dennis.Pidherny@fitchratings.com’ 
Alan.Spen@fitchratings.com 
RE: Call on Monday 

I can do 7:3O to 8:30 CST on Monday or 11:30 to 1:OO CST or 4:OO - 5:OO 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 I 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  (516) 659-2428 (mobile) 
- dennis.iAdhernv@fitchratinns.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 attachent(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. 

1 (212) 908-0738 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
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From: 
sent: 

.. 
0. 

Subject: 

Dennis.Pid herny@fitchratings.com 
Friday, February 01, 2013 10:39 AM 
Billie Richert 
Alan.Spen@fitchratings.com 
Call on Monday 

Billie, 

Would you have time on Monday morning to speak with Alan Spen and me? Alan is the primary analyst and I 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 

+I (516) 659-2428 (mobile) 
dennis.pidhernv@fitchratinss.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. 
'aauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 

,Imilar 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. 

+I (212) 908-0738 

-I 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http:ll~.messa~elabs.com/email. 
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From: Bodek, David <david-bodek@standardandpoors.com> 
Sent: 

3: Billie Richert 
,ubject: S&P Rating Report Attached 

Monday, February 04,2013 3:OO PM 

S&P Rating Report - Big Rivers Electric - Downgraded 20130204.pdf Attachments: 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P’s Electric Cooperative and Public Power Hot Topics Canference 
1221 Avenue of the Americas - 2”d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~r//now.eloqua.com/es.aso?s=302554905&e=87706&elq=dd8038 I d9a924dd4a79d02fa7bb6~4b4 

- ------ - 7 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-clienl commuiiicalion or may atliewise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the iiitended 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 cornmunication in error, please immediately notify us by replying to the message and deleting it fraiii 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-1.411 e-mail addresses without infonning the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-inail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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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' fKed 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 20 12 operating revenues. 
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%. 
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. 
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. 
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 fram the fuel's low prices. 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

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. 

maintenance in 2013, it is revisiting its capital program pending more certainty as to the timing and extent of rate 
relief. 

e Big Rivers reports it deferred maintenance in 2012 to control expenses. Although it does not plan to defer 

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 20 11, 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 201 1 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 take-ar-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. 

BREX 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 20 1 1. 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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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in 20 10. In 20 1.1, 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 20 12 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 r e h d  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 .45~ in 2010 and 1 . 6 5 ~  in 201 1 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 201 1'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 futed 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 Bodelc (917-992-6466); Jeffrey Panger (646-369-4067). 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

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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Copyright 0 2013 by Standard & Poor's Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be 
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or 
agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content, S&P Parties are not 
responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for 
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL 
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR 
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING 
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no 
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential 
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by 
negligence) in connection with any use of the Content even if advised of the possibility of such damages. 

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and 
not statements of fact. S&Ps opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase, 
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to 
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment 
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does 
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be 
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To the extent that regulatoly authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain 
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P 
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any 
damage alleged to have been suffered on account thereof. 

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
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Billie Richert 

From: 
Sent: 

>: 
,ubject: 

Billie Richert 
Monday, February 04,2013 11:46 A M  
'Bodek, David' 
RE: I need to schedule a call with you this morning, please let m e  know when you are available and I will call you. 

David, 
Are you available to speak? 

Billie 

From: Bodek, David [maiIto:david~bodek@standardandpoors.com] 
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 
(9 21 2 438 21 54 
'avid bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~:~/now.eloaua.com/es.as~?s=302554905&e=87706&el~=dd8038 1 d9a924dd4a79d02fa7bb6~4b4 

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 copying of this cominunication 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, 
liic reserves the right. subject to applicable local law, to monitor. review and process the content of any electronic message or informalioii sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or infoimation to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 

1 

Case No. 2012-00492 
Attachment for Response to KIUC: 2-1 

Witness: BilIie J. Richert 
Page 38 of 167 

mailto:bodek@standardandpoors.com


Billie Richert 
From: Bodek, David Cdavid-bodek@standardandpoors. corn> 
“ent: 

-,ubject: 
Attachments: 

Importance: High 

Monday, February 04,201 3 10:05 AM 

S&P Confidential Draft Rating Report Attached 
Sent to Big Rivers 20130104.doc 

1: Billie Richert 

“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 confidentialand 
remains confidential after the issuance of a report and should not be disclosed or released at any 
time before or after the report is published.” 

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 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 01’ information to McGraw-Hill e-mail 
addresses you, as the sender, are consentirrg to McGraw-Hill processing any of your personal data therein 
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Big Rivers Electric Corp., Kentucky 
Ohio County 

Ratio na I e 
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 201 OA (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: 

k 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. 

P After BREC filed a rate case with the Kentucky Public Service Commission (KPSC) 
on January 15, 201 3, 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-lStablelA-Z), 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%. 

k 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, 

P 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. 

k If 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. 

P 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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P 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 
201 1 , 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 201 1 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 201 1. It sold 3 
million MWh of surplus wholesale power into the market for $100.4 million in 201 I. 

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 201 I , 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 201 2's $72.1 
million scheduled maturity to $12.1 million, with the remaining $60 million to be amortized 
in later years. However, 201 3'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 .45~ in 201 0 and 1 .65~  in 201 1 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 201 1'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 
USPF Criteria: Applying Key Rating Factors To U.S. Cooperative Utilities, Nov. 21 , 2007 
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Billie Richert 
From: 
Sent: 

>: 
JbjeCt: 

Billie Richert 
Monday, February 04,201 3 9: 13 AM 
‘Bodek, David’ 
RE: I need to schedule a call with you this morning, please let me know when you are available and I will call you. 

I’m available now. 270-844-6190. 

* _..I.____I _.__I______...._ *I . ... .. ._ . .-... .. __ __I_______....___ 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
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) 21 2 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 

;P’s Electric Cooperative and Public Power Hot Topics Conference 
~ 2 1  Avenue of the Americas - Znd Floor Auditorium 

New York, New York 
For more information, click on the link below: 
http:l/now.eloaua.comles.as~?s=302554905&e=87706&el~=dd80381 dga924dd4a79d02fa7bb6~4b4 

-- 
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 aiid deleling it from your computer The McGraw-Hill Companies. 
lnc reserves the right, subject to applicable local law, to monitor. review aiid process the content of any electronic message or information sent to or froin 
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: 
'mt: 

,ubject: 

Bodek, David cdavid-bodek@standardandpoors.com> 
Monday, February 04,2013 9:08 AM 
Billie Richert 
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) 21 '2 438 7969 
( f )  212 438 2154 
- david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~:~/now.eloclua,comles.as~?s=302554905&e=87706&elq=dd80381 dga924dd4a79dOZfa7bb6~4b4 

**-.-- .--- __r_L_._ .̂. Il̂ llyl-lll ~ - - ~  -".------ 
'e information contained in this message is intended only for the recipient, and m y  be a corifidential attorney-client cornmunicatioii or may otherwise be 
Jileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 

crelivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is strictly prohibited If YOLI 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-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: 
Sent: 

0: 
ubject: 

Billie Richert 
Friday, February 01, 2013 350 PM 
'Bodek, David' 
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 CaBank's revolver. 

From: Bodek, David [maiIto: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 

9AVE THE DATE!!! 

d i p ' s  Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.elooua.comles.asp?s=302554905&e=87706&ela=dd8038 1 d9a924dd4a79d02fae7bb6&b4 

iesday, May 7,2013 

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] 
eent: Friday, February 01, 2013 11:43 AM 

Subject: RE: Are you available for a call? 
): Billie Richert 
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Could July's $537 million loan accelerate? Is there any other debt that could accelerate? 

-wid Bodek 

Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com 

:ector 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.elo~ua.com/es.as~?s=302554905&e=87706&e1q=dd80381 dga924dd4a79d02fa7bb6~4b4 

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, 
I\lone 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 [maiIto: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 
(9 212 438 2154 
david bodek@standardandgoors.com 

SAVE THE DATE!!! 
esday, May 7,2013 

AP's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on t h e  link below: 
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~- 

From: Billie Richert [maiIto:BiIlie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 9:04 AM 
TO: Bodek, David 
Subje- Are you available for a call? 

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

Thanks, 
Billie 

P - 
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 andlor 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 yourlany storage medium. 

The infomiation contained in this message is intended only for the recipient, and may be a confidential attoniey-client comniunication 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 conimunication 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 infonnation sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of [he message By sending electronic message or information to h4cGraw-Hill e-tnail 

tresses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein 
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Billie Richert 

From: 
Tent: 

dubject: 
>: 

Bodek, David Cdavid-bodek@standardandpoors.corn> 
Friday, February 01, 2013 2:12 PM 
Billie Richert 
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 
(9 212 438 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 - Znd Floor Auditorium 
New York, New York 
Far more information, click on the link below: 
ht t~ : / /now.e loqua.com/es.as~?s=302554905&el~=dd80381 d9a924dd4a79d02fa7bb6~4b4 

From: Billie Richert [mailto:BiIlie.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 
iqew York, NY 10041 
(v) 212 438 7969 
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(9 212 438 2154 
- david bodek@standardandpoors.com 

SAVE THE DATE!!! 
,iesday, May 7,2013 
,&P's Electric Cooperative and Public Power Hot Topics Conference 

1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http:/lnow.eloqua.com/es.as~?s=302554905&e=87706&el~=dd8038 1 d9a924dd4a79d02fa7bb64 b4 

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 [maiIto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 10:25 AM 

'ID: Billie Richert 
.abject: 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 
(9 212 438 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"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http:Nnow.eloaua.com/es.asu?s=302554905&e=87706&elq=dd8038 1 d9a924dd4a79d02fa7b b6c4b4 

_ _  - - I- _-.I- I - I _  - .  

From: Billie Richert [maiIto:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 9:04 AM 
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To: Bodek, David 
Subject: Are you available for a call? 

Qavid, 
,ieed to speak with you. Do you have time for a call? 

Thanks, 
Billie 

-- P -- 
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 andlor 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-clienl communication or may otherwise be 
privileged and confidential and protected fiom 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 enor. 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 froin 
McGraw-Hill e-mail addresses without infonning 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: 
cent: 

Abject: 

Billie Richert 
Friday, February 01, 2013 156 PM 
'Bodek, David' 
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 [maiIto: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 ather debt that could accelerate? 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 

vid bodek@standardandDoors.com 

SAVE THE DATE!II 
'Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~:Nnow.eloaua.com/es.as~?s=302554905&e=87706&ela=dd8038 I d9a924dd4a79dOZfa7bb6db4 

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 [maiIto:david~~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 10:25 AM Case No. 2012-00492 
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To: Billie Richert 
Subject: RE: Are you available for a call? 

fire 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@standardandDoors.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"d Floor Auditorium 
New York, New York 
Far mare information, click an the link below: 
http://now.eloaua,comles.as~?s=302554905&e=87706&ela=dd8038 1 dga924dd4a79d02fa7bb6~4b4 

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

,+lbject: Are you available for a call? 
\: Bodek, David 

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 andlor 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 yourlany storage medium. 

----- -yI 

The information contained in !his inessage is infended only for the recipient. and may be a confidential attomey-client coinmunication or may otherwise be 
privileged and confideiitial and protected from disclosure. If the reader of this message is no1 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 inionnation 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. 

2 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 53 of 167 

mailto:bodek@standardandDoors.com
mailto:BiIlie.Richert@bigrivers.com


Billie Richert 
From: 
'ent: 

dbject: 

Bodek, David <david-bodek@standardandpoors.corn> 
Friday, February 01, 201 3 11 :43 AM 
Billie Richert 
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 DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2nd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http://now.eloqua.com/es.asp?s=302554905&e=87706&elq=dd~O3~1 dQaQ24dd4a79d02fa7bb6~4b4 

From: Billie Richert ~mailto:BiIlie.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 
i Water Street 

dew York, NY 10041 
(v) 212 438 7969 
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(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
-uesday, May 7,201 3 

1221 Avenue of the Americas - Znd Floor Auditorium 
New Yark, New York 
Far more information, click on the link below: 
http:Nnow.eloqua.com/es~?s=302554905&e=87706&elq=dd8038 1 d9a924dd4a79dOZfa7bb6~4b4 

&PIS Electric Cooperative and Public Power Hot Topics Canference 

From: Billie Richert [maiIto: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 

_I_--- - 

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 

\tities 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 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 einployee 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 frain 
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: 
'ont: 

,dbject: 

Billie Richert 
Friday, February 01, 201 3 1 1 :43 AM 
'Bodek, David' 
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 Badek 
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, 2073 

1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http:/inow.elosua.com/es.as~?s=302554905&e=87706&ela=dd80381 dQa924dd4a79d02fa7bb6~4b4 

ZP's Electric Cooperative and Public Power Hot Topics Conference 

From: Billie Richert [mailto:BiIlie.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 

I -,- - - ~  -- _. 

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 andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 

itities 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 
Jete the material from yourlany storage medium. 
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The infonnation contained in this message is intended only for the recipient, and may be a confidential attorney-client coinmunication 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 coiiimunication 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 

-Graw-Hill e-mail addresses without inforniing the sender or recipient of the message By sending electronic message or information to McGiaw-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: 

Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01, 2013 11:32 AM 
'Bodek, David' 
RE: Are you available for a call? 'bject: 

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 

lid 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 - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http:Nnow.eloaua.com/es.asp?s=302554905&e=87706&el~=dd8038 1 d9a924dd4a79d02fa7bb6~4b4 

From: Billie Richert [maiIto:BiIlie.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 

L. 

The information contained in this transmission is intended only for the person or entity to which it is 
confidential and/or private nature. Any review, retransmission. dissemination or other use of, or takin 
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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 niessage 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 

Avering this inessage 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 notifL us by replying to the niessage arid 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 niessage 01 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-liill 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: 
qent: 

.ubject: 
b: 

Bodek, David edavid-bodek@standardandpoors.com> 
Friday, February 01, 201 3 10:25 AM 
Billie Richert 
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 
(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Mot Topics Conference 
1221 Avenue of the Americas - 2nd Floor Auditorium 
New York, New York 
For more information, click on the link belaw: 
htt~://now.eloqua.comles.ase?s=302554905&e=87706&el~=dd80381 d9a924dd4a79d02fa7bb6~4b4 

- __ 

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 andlor 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. 

----.___.-- --"-- -pp.""-mP- 

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 froni 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 or any electronic message or infomiation sent to or frorn 
McGraw-tiill e-mail addresses without iiiforrning 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: 
‘ent: 

dbject: 
b: 

Bodek, David Cdavid-bodek@standardandpoors.com> 
Friday, February 01,201 3 9:36 AM 
Billie Richert 
RE: Are you available for a call? 

Yes. I will call you. 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P’s Electric Cooperative and Public Power Hut Topics Conference 
1221 Avenue of the Americas .- Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http://now.elosua.com/es.as~?s=302554905&e=87706&elu=dd80381 d9a924dd4a79dOZfa7bb6~4b4 

I I _ _  I_ __ I_ _ _ _ _ _  _ - _ _  _I_  

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 [maiIto: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 

) 212 438 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 - Znd Floor Auditorium 
Yew York, New York 

c~t tp :Nnow.~lo~ua.co~l~S.a~~?~~302554905&~~87706&elQ~dd80381 da924dd4a79d02fa7bb6~4b4 
3r more information, click on the link below: 

___I--.--. - 

From: Billie Richert [maiIto: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 andlor 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 yourlany storage medium. 

~~~ ~~~ 

ie information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otheiwise 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 iiiessage to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If yoti 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-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: 
“snt: 

~ dbject: 

Billie Richert 
Friday, February 01,2013 9:35 AM 
‘Bodek, David‘ 
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 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandeoors.com 

I V E  THE DATE!!! 
Jesday, May 7,2013 

S&P’s Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas -- 2”d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
- httr,:Nnow.eloaua.com/es.asp?s=302554905&e=87706&ela=dd8038 1 d9a924dd4a79d02fa7bb6~4b4 

From: Billie Richert [mailto:BiIlie.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 

ifidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
A i t i es  other than the intended recipient is not allowed. If yoii receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany 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 riot 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 cominunicat,ion is strictly prohibited. If you have 
-?eived this cominunication 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 froin 
,Graw-Hill e-mail addresses without inforrning the sender or recipient of the lnessage By sending electrarlic 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: 
'?nt: 

dubject: 

Bodek, David edavid-bodek@standardandpoors.com> 
Friday, February 01, 20T3 822 AM 
Billie Richert 
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 
(v) 212 438 7969 
(9 212 438 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"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.eloqua,comles.asp?s=302554905&e=87706&elq=dd8038 1 dQaQ24dd4a79d02fa7bb6~4b4 

-- " - -- - __ _. - - I.I _ _ I _ _  - - -  _. _- __I 
From: Billie Richert [maiIto: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 andlor 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 yourlany storage medium. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may othenvise be 
privileged and confidential and protected from disclosiire. 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 cammunication 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 infonnation 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-inail 
addresses you. as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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Billie Richert 

From: 
Sent: 

Billie Richert 
Tuesday, January 22,2013 3:15 PM 
‘Bodek, David’ 
RE: Friday call 

David, 
One more thing I wanted to mention is that we have also filed a financing case for our 1983 Pollution Control Bonds 
which are due June 1, 2013 for $58.8 million. We are pursuing various aptions 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 a t  2:30 Eastern? If so, I will call you. 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
blew Yark, NY 10041 

2124387969 
\I! 212 438 2154 
david bodek@standardandPoors.com 

From: Billie Richert [mailto:BiIIie.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? 

T h a n ks, 
Billie 

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. I hope that you have a speedy recovery. We can speak tomorrow. 

uavid Bodek 
Director 
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Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
‘I 212 438 2154 
- Avid bodek@standardandpoors.com 

From: Billie Richert [mailto:BiIlie.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 Snnisung CJalaxy S Y I I ,  an hT&T 4G LTE snlartphone 

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 andlor 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 yourlany storage medium. 

---.-. I-- ---. 
The information contained in this message is intended only for the recipient, and may be a confidential attorney-ciient 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 

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 
IvicGraw-Hill e-inail 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. 

?ived this communication in error, please immediately notify 11s by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
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Billie Richert 

From: 
cent: 

,bject: 

Billie Richert 
Tuesday, January 22,2013 10:49 AM 
‘Bodek, David’ 
RE: Friday call 

Yes. lhat  works. Speak with you then. 

._ -. - 

From: Bodek, David [maiIto:david~bodek@standardandpoors.com] 
Sent: Tuesday, January 22, 2013 10:48 AM 
To: Billie Richert 
Subject: RE: Friday call 

Can we speak a t  2:30 Eastern? If so, I 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 

0: 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 

I’m sorry you are not well. I 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 
‘.*I 212 438 7969 

212 438 2154 
aavid bodek@standardandPoors.com 
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From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, January 21, 2013 8:35 AM 

: Bodek, David 
Abject: 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 Sainsimg Galasy SThlllI. an AT&T 4G LTE sinaitphoric 

- - 
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 01 agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this cominunication is strictly prohibited. If you have 
received this communication in error, please immediately notify lis 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-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: 
Sent:  

>: 
ubject: 

Bodek, David <david-bodek@standardandpoors.corn> 
Tuesday, January 22,2013 10:48 AM 
Billie Richert 
RE: Friday call 

Can we speak a t  2:30 Eastern? If so, I 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@standardandDoors.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? 

‘ianks, 
.4 I I I ie 

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. I 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 
david bodek@standardandDoors.com 

From: Billie Richert [mailto:BiIlie.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 

:lit v i a  the Sanisung Galaxy SiblIII, an Al'&'l' 4G L'TE smartphone 

-- I__ - 
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 andlor 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 inay 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 inessage 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 LIS 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 inessage 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-l-lill 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: 
“snt: 

Jbject: 

Billie Richert 
Tuesday, January22,2013 10:41 AM 
‘Bodek, David’ 
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 

I’m sorry yoti are not well. I 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 
I9 21 2 438 21 54 

bvid bodek@standardgdpoors.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 Sainsiuig (;alary SThlITI. an AT&T 4G LTE sinai?phone 

______ ~ _ _ .  . 

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 andlor 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 yourlany storage medium. 

The information contained in this message is intended only for the recipient, and may be a confidential aHorney-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 

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 fhe sender. are consenting to McGraw-l-lill processing any of your personal data therein. 

yeived this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
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Eliliie Richert 
From: 
Sent: 

dubject: 
0: 

Bodek, David cdavid-bodek@standardandpoors.com> 
Monday, January 21,2013 10:26 AM 
Billie Richeit 
RE: Friday call 

I'm sorry you are not well. I 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 
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 Ihe Samsmig Galaxy STWI, m AT&T 4 2  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 andlor 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 attarney-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. resewes 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: 
'snt: 

_.I (I bject: 

Thanks. 

Billie Richert 
Thursday, February 07,2013 514 PM 
'Rose, Kevin' 
RE: Credit Opinion Published 

From: Rose, Kevin [mailto:Kevin.Rose@moodys.com] 
Sent: Thursday, February 07, 2013 450 PM 
To: Billie Richert 
Subject: Credit Opinion Published 

Billie: 

Attach d for your files is the research 1 'e published earli r today. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 

'2.298.6466 fax 
;vin.rose@,mood ys.com 

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

www.rnoodvs.com 

________-_-------_--_______I____________- 

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 ox an employee OS 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 exrox, 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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From: Rose, Kevin <Kevin.Rose@rnoodys.corn> 
Thursday, February 07, 2013 450 PM 
Billie Richert 

dbject:  Credit Opinion Published 
Attachments: Big Rivers Credit Opinion Feb 7 2013.pdf 

'nt: 

Billie: 

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

Regards, 

Kevin 

Kevin Rose 
Global Inffastructure and Finance Group 
2 12.553.03 89 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@rnoodvs.com 

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

.ww.moodvs.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 errox 
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. 

1 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 75 of 167 

mailto:kevin.rose@rnoodvs.com
http://ww.moodvs.com


IN VEST0 RS S ERV! C E 
Issuer Comment: ig 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 to 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 Bal 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 its 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 Aluminurn 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 relating to this action. 

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 Alcan), both of whom face credit challenges due to the significant 
volatility 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 lied 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.9. 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, a t  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 implement 
some of the mitigation strategies, the near completion of several of Big Rivers' multiple 
transmission 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 201O.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 million 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 tu 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 I .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 setting purposes by the KPSC, which is atypical for 
the sector and can pose challenges in getting timely rate relief if and when needed. We view 
the existence of certain fuel and purchased power cost adjustment mechanisms available to 
Big Rivers as favorable to its credit profile since they can temper risk of cost recovery 
shortfalls if there is a mismatch relative to existing rate levels. 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 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 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 20,201 3. 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 
smelters, 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 ta 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 M4C 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 mortgage 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 lien 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 to do so. Given 
persistent questions about 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 well as our 
assessment of the cooperative's ability to secure needed rate increases from the nan- 
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 currentlyA2 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 Bal 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 until 
January 2014 (Alcan). 

Contacts 
Kevin G. RoselNew York 
Walter J. WinrowlNew York 
Chee Mee HulNew York 

Phone 
12125530389 
121 25537943 
121 25533665 
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Billie Richert 
From: 
Sent: 

1: 

Jbject: 

Thanks, Kevin. 

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

From: Rose, Kevin ~mailto:Kevin.Rose@moodys.com] 
Sent: Thursday, February 07, 2013 4:04 PM 
To: Billie Richert 
Subjeck 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. I 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. I will provide you a pdf version once it is posted to our moodys.com website. 

Regards, 
Kevin 

Kevin Rose 
lobal Infiastmcture and Finance Group 
2.553.0389 tel 

646.256.2741 mobile 
212.298.6466 fax 
kevin.roseO,moodvs.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: 

4ttached is the draft research for your review, to give you the opportunity to draw attention to any factual errors andlor 
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; (ii) to your other authorized agents acting in their capacity as such; and 
(iii) as required by law or regulation. 

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

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

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

www.inoodvs.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 
-ttachment thereto, in whole or in part, is strictly prohibited. If you have received 
lis message in error, please immediately notify us by telephone, fax ox 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@rnoodys.corn> 

Thursday, February 07,2013 4:04 PM 
Billie Richert 
FW: Confidential: Moody's Draft Credit Opinion for your review 
Big Rivers Draft Credit Opinion Feb 7 2013 to Big Rivers for review.docx.docrn; Big Rivers Draft Credit Opinion Feb 7 2013 
with Big Rivers factual points noted.docrn 

'nt: 

dubject: 
Attachments: 

Importance: High 

Billie: 

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

Regards, 
Kevin 

Kevin Rose 
Global Infrasti-ucture and Finance Group 
2 12.553.0389 tel 
646256.2741 mobile 
212.298.6466 fax 
kevin.rosefiZ?moodvs.com 

3ody's Investors Service 
I World Trade Center 
250 Greenwich St. 
New York, NY I0007 

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 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 
3ur legal counsel acting in their capacity as such; (ii) to your other authorized agents acting in their capacity as such; and 
4) as required by law or regulation. 
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Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 

‘2.298.6466 fax 
;vin.rose@,moodvs.com - 

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

www.moodys.com 

____^_____-_-----------“-------I ---- 
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 
Attachment for Response to KIUC 2-1 

2 Witness: Billie J. Richert 
Page85of 167 

mailto:vin.rose@,moodvs.com
http://www.moodys.com


INVESTORS SERVICE 

Big Rivers Electric Corporation 
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Rating Drivers 

)) Increased need for rate increases and dependence on off-system sales 
two aluminum smelters 
)) Rates subject to regulation by the Kentucky Pub 
)) Revenues from electricity sold under long-term 
)) Ownership of generally competitive coal-fired generati 
approved by regulators; environmental cost surcharge 

Corporate Profile 
Big Rivers Electric Corporation (Bi 
headquartered in Henderson, Kentuc 
Purchase Energy Corporation; Kener 
member system cooperatives provid 
industrial customers in 22 Western Ke 

Recent Events 
Effective Febru 

ation notices from 

n cooperative (G&T) 
mber system distribution cooperatives- Jackson 
Rural Electric Cooperative Corporation. These 

an Corporation that its subsidiary, Alcan Primary Products Corporation 
tice to terminate its power contract with BREC. This announcement came 

entucky (Century) issued a 12-month notice to terminate its power contract with 
awesville, Kentucky smelter. See press release of February 6,20 13 posted to 
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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 smelter 
whom face credit challenges due to the significant volatility in both metal prices and 
smelters have served notice of intent to terminate their respective power purchase arr 
consistent with requirements for a one-year notice period and meeting other condition 
is further constrained because its rates are regulated by the KPSC, which is atypical 
Rivers’ credit profile also reflects the financial benefits of several steps it took to 
transactions in 2008 and 2009 wherein its prior deficit net worth turned substanti 
utilized to reduce debt, and two committed bank credit facilities aggreg 
improve liquidity. 

Detailed Rating Considerations 

High Smelter Load Concentration; Credit Challenge Tie 
Under historical oper 
million MWh of energy 
energy load and close to 
Big Rivers’ rating, maki 
magnified in August 20 
gave notice to terminate th 
of the contract requires the 
planned termination dat 
this case) must continu 
12 month period end 
Although Century and 
Big Rivers) for power 
periods, neither one 

to peers. This risk was 

g their smelter plants. 

Independent Transmission System Operator (MISO) in December 2010. As a 

n notices ikom Century and Alcan. 

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 conc 
termination notices served by the 
consummation of all the unwind 
$379.4 million at December 3 1, 
negative $155 million at 12/31/2008, and partial utilization of the $505.4 millio 
E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service 
million of reserves. The reserves were comprised of: a $157 million Economic 
and fuel cost increases; a $35 million Transition Reserve to mitigate 
terminate their agreements or otherwise curtail their load due to redu 
Rural Economic Reserve, which 
utilization of the Economic Reserve. 

Under a contract times interest 
TIER of 1.24 times, which is ab 
conditions and given contract t 
relief as it anticipates that the T 
Century and Alcan be terminated. 

Coal-Fired Plants Represent Valuable 
Big Rivers owns generating capacity of a 
power capacity is about 1,824 MW, incl 
Municipal Power and Light (HMP& 
Southeastern Power Administration. 

d a $60.9 million 

lters, Big Rivers has filed for rate 
arget should the contracts with 

ntal Costs Loom 
in four substantially coal-frred plants. Total 

rs and efficient operations of the assets results in average 
kWh (including the beneficial effects of the member rate 

loads in 201 1. 

ver future compliance costs. 

However, Offsets Are Present 
gulation for rate setting purposes by the KPSC, which is atypical for the sector and 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 17,201 1 .  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 r e a m i n g  its decision in January 2013; 

depreciation costs, administrative costs tied to joining the MISO, and maintenance costs inc 
plant outages. 

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on J 
for a $74.5 million rate increase. While the substantial majority of this sizable re 
when Century’s notice peri 
sales and other cost press 
availability of funds in t 
impact for the non-smel 
additional data requests from the KPSC and is requesting 
case is not decided by then, Big Rivers would be permitte 
subject to refund, pending a final KPSC decision in the r 
Rio Tinto, we expect that Big Rivers will file another rate, 
January 31,2014. 

The revenues derived under Big 
customers will continue as the c 
unwind of transactions 
provided under the contracts 
However, going forward the 
member unrest as the 1 
overall sound me 
servicing Big Rivers’ 

nd another case likely to follow raise the specter for 

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 be 
absence of any onerous financial covenants, which largely mirror the fin 
documents. Big Rivers is in compliance with those covenants. Additionally, the 
ongoing material adverse change (MAC) clause; however, the CoBank facility is 
because of the ongoing nature of its MAC clause related to each drawdown and as 
unavailable given the contract te 
facilities that could cause acceleration 
understand that Big Rivers will pursi 
as it copes with credit challenges going forward. 

Structural Considerations 

As part of the unwinding of various 
RIJS mortgage with a new senior se 
secured debt holders are on equal fo 
indenture provides Big Rivers with 
specific RUS lien accommodation, 
borrowings under the RUS loan pr 
fimds under the federally subsidi 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for downgr 
strategies Big Rivers will p q p e  follo 

ed the previously existing 
indenture RIJS and all senior 

What Could Change t 

grade and the uncertainty at Big Rivers that persists following the 
announcements e rating is not likely to be upgraded or stabilized in the near term. 

er lower Big Rivers’ rating including our assessment of the likelihood 
penting the numerous mitigation strategies on the drawing board. Of particular interest to the 

e degree to which Big Rivers’ fkture financial results will depend upon the margins from the 
esale power market through both short-term and long-term off-system sales as well as our 
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 
0 2013 Moody’s Investors Service, Inc. andor 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 

PUBLICATIONS”) MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, 

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 I WILL 

DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY’S (“MOODY’S 

CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN 

EST 
MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FO L R Q E ~ O  12-00492 
HOLDING, OR SALE. Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 90 of 167 



Moopub 
1 NVE STORS SERVICE 

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 Ratin 

Big Rivers’ mapping under Moody’s U.S. Electric Generation &Transmission C 
based on historical data through December 3 1,20 1 1. The Indicated Rating for B 
under the Methodology is currently A2 and relies on the aforementioned hist 
assessments. The Indicated Rating under the Methodology large 
dependence on purchased power and financial metrics such as equity as 
and FFO to interest, all of which improved upon completion of the unw 
the current A2 Indicated Rating for Big Rivers under the Metho 
reflects the unique risks relating to Bi 
and the fact receipt of the notices will 
(Alcan). 

ermination notices 
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Big Rivers Electric Corporation 

Credit Opinion 
~ - .  

, from 

Rating Drivers 

)) Increased need for rate increases and dependence on 
two aluminum smelters 
)) Rates subject to regulation by the Kentucky Public S 
)) Revenues from electricity sold under long-term wholesale p 
)) Ownership of generally competitive coal-fired generatio 
approved by regulators; environmental cost surcharge 

Bmber system distribution cooperatives- Jackson 
nty Rural Electric Cooperative Corporation. These 
energy to about 113,000 residential, commercial, and 

rating of $83.3 million of County of Ohio, 
onds (Big Rivers Electric Corporation 
for downgrade. The rating action 

an Corporation that its subsidiary, Alcan Primary Products Corporation 

2012 announcement by Century Aluminum Company that its subsidiary, 
ky (Century) issued a 12-month notice to terminate its power contract with 
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Rating Rationale 
The Bal senior secured rating considers credit risk related to the fact that Big Rivers’ largest member owner, 

smelters have served notice of intent to terminate their respective power purch 
consistent with requirements for a one-year notice period and meeting other co 

utilized to reduce debt, and two committed bank credit facilities aggregating $\ 
improve liquidity 

Detailed Rating Considerations 

onsuming approximately 7 

ce 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 M W  in aggregate for resale to the two aluminum smelters 
This arrangement represents a concentration of load risk for Big Rivers, which is n 
termination notices served by the two aluminum smelters. Still, there were key cre 
consummation of all the unwind transactions as follows: elimination of Big Rivers 
$379.4 million at December 3 1,2009, which increased to $389.8 million as of Dece 
negative $155 million at 12/31/2008, and partial utilization of the $505 4 million in ca 

Century and Alcan be terminated. 

However, Offsets Are Present 
gulation for rate setting purposes by the KPSC, which is atypical for the sector and can 
timely rate relief if and when needed, We view the existence of certain he1 and 
stment 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 17,201 1. 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 $1 million increase to tliy previously 
approved revenue amount The rate increase is intended to bolster wholesale margins, address i n c r 4  d 
depreciation costs, administrative costs tied to joining the MISO, and maintenance costs incudHf!uri s &ener$ion 
plant outages 

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on 
for a $74 5 million rate increase While the substantial majority of this sizable 

impending $58 8 million tax-exempt debt maturity due June I ,  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 finding for environmental related capex, which IS currently 
estimated to be about $60 million during 201 3-2014 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. 

Structural Considerations 

Rating Outlook 

possible downgrade and the uncertainty at Big Rivers that persists following the 
Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term 

enting the numerous mitigation strategies on the drawing board Of particular interest to 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 
in place 

Other Considerations 

Mapping To Moody’s ILS. Electric Gener 

Big Rivers’ mapping under Moody’s U S Ele 
based on historical data through December 3 1 
under the Methodology is currently A2 and r 

0 2013 Moody’s Investors Service, Inc and/or its licensors and affilintes (collectively, “MOODY‘S) AI1 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 



From: 
--nt: 

~ b j e c t :  

Rose, Kevin <Kevin.Rose@moodys.com> 
Thursday, February 07,2013 358 PM 
Billie Richert 
Credit Opinion 

Billie: 

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

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.03 89 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.roseO,moodvs.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 OL 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 fxee 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. 

1 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 98 of 167 

http://kevin.roseO,moodvs.com
http://www.moodys.com


Billie Richert 
From: Rose, Kevin <Kevin.Rose@rnoodys.corn> 
Qent: Thursday, February 07,2013 892 AM 

Billie Richert 
Confidential: Moody's Draft Credit Opinion for your review 
Big Rivers Draft Credit Opinion Feb 7 2013 to Big Rivers for review.docx.docm 

Abject: 
Attachments: 

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; (ii) 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 200 P.M. today. 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553 -03 89 tel 
646.256.2741 mobile 
212.298.6466 fax 
1tevin.roseO.moodys.corn 

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

www.moodvs.com 

________________I____------_------------_- 

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 QI 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 
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Big Rivers Electric Corporation 

ini 

Rating Drivers 

)) Increased need for rate increases and dependence on off-system sales 
two aluminum smelters 
)) Rates subject to regulation by the Kentucky Public Service 
)) Revenues from electricity sold under long-term wholesale p 

approved by regulators; env 

Corporate Profile 
Big Rivers Electric Corporation (Big Rivers) 

. headquartered in Henderson 
Purchase Energy Corporatio 
member system cooperative 
industrial customers in 22 

Recent Events 
Effective February 6 , 2  

‘!&I and transmission cooperative (G&T) 

st 20,2012 announcement by Century Aluminum Company that its subsidiary, 
entuclcy (Century) issued a 12-month notice to terminate its power contract with 

esville, Kentucky smelter. See press release of February 6,2013 posted to 
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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 
whom face credit challenges due to the significant volatility 
smelters have served notice of intent to terminate their resp 
consistent with requirements for a one-year notice period an 
is further constrained because its rates are regulated by the K 
Rivers’ credit profile also reflects the financial benefits of sev 
transactions in 2008 and 2009 wherein its prior deficit net worth 
utilized to reduce debt, and two committed bank credit facilities 
improve liquidity. 

Detailed Rating Considerations 

Smelter Load 

of the contract requires the terminati 

12 month period ends in August 

periods, neither one is re 

load. While chall ative to implement some of the mitigation strategies, the near completion 

dependent Transmission System Operator (MISO) in December 2010. As a 

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 Carp. 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 1 
termination notices served by the two aluminum smelte 
consummation of all the unwind transactions as follow 

negative $155 million at 12/31/2008, and parti 
E.ON to repay about $140.2 million of debt ow 
million of reserves. The reserves were comprised of: 
and fuel cost increases; a $35 million Transition Rese 
terminate their agreements or otherwise curtail their I 
Rural Economic Reserve, which would be used over 
utilization of the Economic Reserve. 

Under a contract times interest earned ratio (TIER) 
TIER of 1.24 times, which is above the level requir 
conditions and given contract termination notices 
relief as it anticipates that the TIER will othenvis 
Century and Alcan be terminated. 

Coal-Fired Plants Represent Valuable A 

Under current market 

Southeastern Power Administration. 

around the country. Th 
system wholesale rates to 
stability mechanism). 
loads in 201 1. 

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 17,201 1. 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 resul 
approved revenue amount. The rate increase is inte 
depreciation costs, administrative costs tied to join 
plant outages. 

Following this rate case outcome, Big Rivers filed a 
for a $74.5 million rate increase. While the substanti 
when Century’s notice period expires, additional am 
sales and other cost pressures. The actual percentage r 
availability of hnds in the economic and rural economic reserve acco 
impact for the non-smelter customer classes. Since filing its rate cas 
additional data requests from the KPSC and is requesti 
case is not decided by then, Big Rivers would be perm 
subject to refund, pending a final KPSC decision in th 
Rio Tinto, we expect that Big Rivers will file another 
January31,2014. 

Wholesale Power Contracts Suppo 
The revenues derived under Big Rivers’ 
customers will continue as the contracts 
unwind of transactions were complet 
provided under the contracts mitigat 
However, going forward the pending 
member unrest as the level of reque 

ent the rate increase, 

sales to non-smelter 

uary and another case likely to follow raise the specter for 
substantial in the January filing alone. The currently 

tfft 

tbenerated funds with $100 million of unsecured committed revolver capacity, 
perative Finance Corporation (NRIJCFC) and CoBank providing $50 million each. 
ties expire on July 16,2014 and July 27,2017, respectively. The $50 million 

,issuance of up to $10 million of letters of credit. As of September 30,2012 Big 
1 13 million of cash and temporary investments and it had about $45 million of unused 
NRUCFC facility. The CoBank facility has a condition that precludes use of the facility 

d, so Big Rivers plans to address this through negotiation of an amendment to re- 
on hand will be used to repay the impending $58.8 million tax-exempt debt 

ay be some flexibility in that budget; however, we understand that the cooperative 
013. We anticipate that Big Rivers will internally fund its maintenance capex and 

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 $2 1 million to be paid in quarterly installments. 

The quality of the alternate liquidity provided by the bank re 
absence of any onerous fmancial covenants, which largely rn 
documents. Big Rivers is in compliance with those covenants. 
ongoing material adverse change (MAC) clause; however, the CoBank facility is cons 
because of the ongoing nature of its MAC clause related to each drawdown and as 
unavailable given the contract termination notices served. There are 
facilities that could cause acceleration or puts of obligations; however 
understand that Big Rivers will pursue steps to amend and extend exis 
as it copes with credit challenges going forward. 

Structural Considerations 

As part of the unwinding of various transactions completed in 

secured debt holders are on equal footin 
RUS mortgage with a new senior secured indenture. Und 

indenture provides Big Rivers with the flexibility 
specific RUS lien accommodation, while retainin 
borrowings under the RUS loan program, if th 
funds under tlie federally subsidized RUS lo 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for downgr 

the added flexibility of the current senior 

egree to which Big Rivers’ fiiture fmancial results will depend upon the margins from 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. 

Other Considerations 

Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Ra 

Big Rivers’ mapping under Moody’s U.S. Electric Generation &Transmission Co 
based on historical data through December 3 1,201 1. The Indicated Rating for Bi 
under the Methodology is currently A2 
assessments. The Indicated Rating under the Methodology largely re 
dependence on purchased power and financial metrics such as equity 
and FFO to interest, all of which improved upon completi 
the current A2 Indicated Rating for Big Rivers under the M 
reflects the unique risks relating to Big Rivers’ load concen 
and the fact receipt of the notices will not impact cash flo 
(Alcan). 

ecured rating of Bal 
elter termination notices 
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Big Rivers Electric Corporation 

re ini 

‘I’ Rating Drivers 

)) Increased need for rate increases and dependence on off-system sales notices fkom 
two aluminum smelters 
N Rates subject to regulation by th 
N Revenues !Tom electricity sold unde 
D Ownership of generally competitive 
approved by regulators; environment 

Corporate Profile 
Big Rivers Electric Corporation (Big 

Purchase Energy Corporation; Ken 
headquartered in Henderson, Kentucky and 

member system cooperatives provi 
industrial customers in 22 Western Ke 

Recent Events 

Rural Electric Cooperative Corporation. These 

secured rating of $83.3 million of County of Ohio, 
Kentucky (the Refunding Revenue Bonds (Big Rivers Electric Corporation 

remains under review for downgrade. The rating action 
financial and operating risks for Big Rivers due to the January 

that its subsidiary, Alcan Primary Products Corporation 
its power contract with BREC. This announcement came 

by Century Aluminum Company that its subsidiary, 
12-month notice to terminate its power contract with 

press release of February 6 ,  2013 posted to 
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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., mak 
whom face credit ch 
smelters have served 
consistent with requir 
is Wher  constrained 
Rivers’ credit profile a 
transactions in 2008 an 
utilized to reduce debt, 
improve liquidity. 

Detailed Rating Considerations 

High Smelter Load Concentration; Credi 
Under historical operating conditions, the t 
million MWh of energy annually, represe 
energy load and close to 60% of member 
Big Rivers’ rating, making its financial 
magnified in August 2012 and most rec 
gave notice to terminate the power purchase 
of the contract requires the terminating 
planned termination date. During the 
this case) must continue to make pay 
12 month period ends in August 20 13 
Although Century and Alc 
Big Rivers) for power (482 
periods, neither one is re 

n consuming approximately 7 
(e.g. about two-thirds of member 
k is a significant constraint to 
o peers. This risk was 

ch of the two smelters (Century and Alcan), 
IJnder the terms of the contract, termination 

od ends in January 20 14 under the Alcan contract. 

ansmission capacity upgrade projects undertaken in recent years will enhance 
F output in the wholesale market. To that end, Big Rivers became a transmission 
Independent Transmission System Operator (MISO) in December 2010. As a 

nce 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 1J.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 
termination notices served by the two aluminum smelters. Still, there were key credit pos 
consummation of all the unwind transactions as follows: elimination of Big Rivers’ defici 
$379.4 million at December 31,2009, which increased to $389.8 million as of Dece 
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 Utiliti 
million of reserves. The reserves were comprised of: a $157 million E 
and fuel cost increases; a $35 million Transition Reserve to mitigate p 
terminate their agreements or otherwise curtail their load due to reduc 
Rural Economic Reserve, which would be used over two years to pro 
utilization of the Economic Reserve. 

LJnder a contract times interest earned ratio (TIER) arrangeme 
TIER of 1.24 times, 

relief as it anticipates that the TIER 
Century and Alcan be terminated. 

Coal-Fired Plants Represent Valua 
Big Rivers owns generating capacity 
power capacity is about 1,824 MW, 
Municipal Power and Light (HMP 
Southeastern Power Administration. 
maintain a reasonable competitive 

Rivers targets a minimum 
nder current market 

get should the contracts with 

r produced .from these sources enables Big Rivers to 
and even more so when compared to other regions 

g the final form and substance those will take, the timing for implementation, 
o comply. We note that the Economic Reserve should help mitigate some of the 

es to cover hture compliance costs. 

tting timely rate relief if and when needed. We view the existence of certain fuel and 

temper risk of cost recovery shortfalls if there is a mismatch relative to existing rate levels. Big Rivers received 
KPSC approvaI for a $26.7 million (6.17%) base rate increase effective November 17,201 1. 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 resul 
approved revenue amount. The rate increase is in 
depreciation costs, administrative costs tied to joining 
plant outages. 

Following this rate case outcome, Big Rivers filed a r 
for a $74.5 million rate increase. While the subst 
when Century’s notice period expires, additional am 
sales and other cost pressures. The actual percentage rate impact would v 
availability of funds in the economic and rural economic reserve accoun 
impact for the non-smelter customer 
additional data requests from the KP 
case is not decided by then, Big Rivers would be 
subject to refund, pending a final KPSC decision 
Rio Tinto, we expect that Big Rivers will file anoth 
January 31,2014. 

Wholesale Power Contracts Support Big 
The revenues derived 

unwind of transactions were co 
provided under the contracts mitigate 
However, going forward the pending 
member unrest as the level of r 

Cts with its members for sales to non-smelter 
nal20 years to December 3 1 , 2043 when the 

up to $10 million of letters of credit. As of September 30,2012 Big 

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 fro 
absence of any onerous financial covenants, which largely mirror the financial covenants in 
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC 
ongoing material adverse change (MAC) clause; however, the COB& facility i 
because of the ongoing nature of its MAC clause related to each drawdown and as 
unavailable given the contract termination n 
facilities that could cause acceleration or put 
understand that Big Rivers will pursue steps to amend and extend existi 
as it copes with credit challenges going forward. 

Structural Considerations 

As part of the unwinding of various transactions complete 
RIJS mortgage with a new senior secured in 
secured debt holders are on equal footing in terms 
indenture provides Big Rivers with the flexibility t 
specific RUS lien accommodation, while retai 
borrowings under the RUS loan program, if th 
funds under the federally subsidized RUS loa 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for downgr 
strategies Big Rivers will py@e follo 

&ed the previously existing 
d indenture RUS and all senior 

assets. The current senior secured 

ade and the uncertainty at Big Rivers that persists following the 
announcements Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term. 

her lower Big Rivers’ rating including our assessment of the likelihood 
ion strategies on the drawing board. Of particular interest to the 

ers’ future financial results will depend upon the margins from the 
both short-term and long-term off-system sales as well as our 
e 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. 

Other Considerations 

Mapping To Moody’s U.S. Electric Generation & Transmissi 

Big Rivers’ mapping under Moody’s U.S. Electric Generation &Transmission Co 
based on historical data through December 3 1,20 1 1. The Indicat 
under the Methodology is currently A2 and relies on the aforementioned 
assessments. The Indicated Rating un 
dependence on purchased power and fi 
and FFO to interest, all of which improved upon completion of 
the current A2 Indicated Rating for Big Rivers under the Methodo 
reflects the unique risks relating to Big Rivers’ load concentratiod 
and the fact receipt of the notices will 
(Alcan). 

)secured rating of Bal 
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Billie Richert 

From: 
Sent: 
To: 
Subject:  

Billie Richert 
Wednesday, February 06, 2013 5:35 PM 
'Rose, Kevin' 
RE: phone call 

Sounds good. I'm leaving for the day. Hope al l  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 I was unable to call you as I had hoped this afternoon. I will try to touch base tomorrow. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 

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

www.moodvs.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: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@rnoodys.cam> 
Wednesday, February 06, 2013 526 PM 
Billie Richert 
phone call 

Billie: 

Sorry I was unable to call you as I had hoped this afternoon. I will try to touch base tomorrow. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
212553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose(i3moodvs.com 

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

__ www.moodvs.com 

The information contained in this e-maiL message, and any attachment thereto, is 
confidential and may not be disclosed without o u r  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 ersor 
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. 

1 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 113 of 167 

http://kevin.rose(i3moodvs.com
http://www.moodvs.com


Billie Richert 
From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Wednesday, February 06, 2013 358 PM 

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

Billie: 

Attached is the press release published earlier today. 

Regards, 
Kevin 

Kevin Rose 
Global Inlfrastructure and Finance Group 
212.553.0389 tel 
646.2.56.2741 mobile 
2 12.298.6466 fax 
kvin.roseO,nioodvs.com 

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

www.moodvs.com 

From: Billie Richert [maiIto:BiIlie.Richert@bigrivers.com] 
Sent: Wednesday, February 06, 2013 3:38 PM 
To: Rose, Kevin 
Subject: RE: Draft Press Release for review 

Thanks. 

_I_ ~ -_.-_-.____._____I__---.--..___ ~ _._..___-_-__I__ -.lll" ~..,.___I_ I 

From: Rose, Kevin [ mailto : Kevin, Rose@mood ys.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 t o  discuss the few factual points I will make those changes as  we discussed per the 
attached and proceed with publishing. I will send you a pdf version once it is posted to our moodys.com website. 

Kevin Rose 
Global Infrastructure and Finance Group 
212.5.53.0389 le1 
646.2.56.2741 mobile 
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212.298.6466 fax 
I<evin.rose@moodvs.com 

Moody’s Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.moodvs.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 attention to any 
factual errors and/or inadvertent disclosure of confidential informafion. 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 sfrictly Confidential and you may not disclose if to any other person except: (0 to your legal counsel acting in 
their capacity as such; (io to your ofher authorized agents acting in their capacity as such; and (iiq as required by law or 
regula fion. 

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

Regards, 

Kevin 

Kevin Rose 
Global Inf?astructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose63moodvs.com 

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

www.moodvs.com 
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The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not he 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 noti.fy 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. 

___________________________I____________- 

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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Rating Action: Moody's downgrades rating of County of Ohio, Kentucky (Big Rivers 
Electric Corporation Project) to 5 a l  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 - Nbody'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 Ba l  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 to 
terminate its power contract with BREC. Both announcements cite that smelter operations at Rio I n t o  Alcan's 
Sebree smelter and Century's Mawesville 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, 201 3 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 fram 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 split 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 o n  the drawing board. Qf 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 M a d e  County Rural Electric Cooperative Corporation. These member 
system cooperatives provide retail electric power and energy to approximately 11 3,000 residential, commercial, 
and industrial customers in 22 Western Kentucky counties. 

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

REGUMTORY 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 categorylclass 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 issuerlentity 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 
U.S.A 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 21 2-553-1 653 

Chee Mee Hu 
MD - Project Finance 
Infrastructure Finance Group 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 21 2-553-1 653 

Releasing Office: 
Moody's Investors Service, Inc. 
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250 Greenwich Street 
New York, NY 10007 
U.S.A 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 21 2-553-1653 

0 2013 Moody's Investors Service, Inc. andlor its licensors and affiliates (collectively, "MoODY'S"). All rights reserved. 

CREDIT W I N G S  ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITSAFFILWTES ARE 
MOODY'S CURRENT OPINIONS OF THE R E W I V E  FUTURE CREDIT RISK OF ENTITIES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH 
PUBLICNIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATIONS") MAY INCLUDE MOODY' S CURRENT 
OPINIONS OF THE R E W I V E  FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR 

ITS CONTRACTUAL, FINANCUV. OBLIGNIONS As THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS 
IN THE EVENT OF DEFAULT. CREDIT W I N G S  DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT 
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOWILITY. CREDIT RATINGS AND 
MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICKIONSARE NOT STNEMENTS OF CURRENT OR 
HISTORICAL FACT. CREDIT W I N G S  AND MOODY'S PUBLICKIONS DO NOT CONSTITUTE OR PROVIDE 
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT W I N G S  AND MOODY'S PUBLICNIONS ARE NOT AND 
DO NOT PROVIDE RECOMMENDNIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. 
NEITHER CREDIT RNINGS NOR MOODY'S PUBLICNIONS COMMENT ON THE SUITA8ILITY OF AN 
INVESTMENT FOR ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT W I N G S  AND PUBLISHES 
MOODY'S PUBLICKIONS WlTH THE EXPECTATION AND UNDERSTANDING T H N  EACH INVESTOR W L L  
MAKE ITS OWN STUDY AND WALUNION OF W H  SECURITY THAT IS UNDER CONSIDERNION FOR 
PURCHASE, HOLDING, OR SALE. 

DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAJ AN ENTITY MAY NOT MEET 

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 LJSE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BYANY PERSON WITHOUT MOODYS 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. MOODYS 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, MOODYS is not an auditor and cannot in every instance 
independently verify or validate information received in the rating process. Under no circumstances shall MOODYS have 
any liability to any person or entity far (a) any loss ar damage in whole or in part caused bx resulting 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 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 119 of 167 



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, MERCWfU3ILTPI OR FITNESS FOR ANY 
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY 
MOODY'S IN ANY 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 K O  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.rnoodvs.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 972AFSL 383569 (as applicable). This document is intended to be pravided 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. C 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: 
Sent: 
To: 
Subject: 

Thanks. 

Billie Richert 
Wednesday, February 06,201 3 2:38 PM 
‘Rose, Kevin’ 
RE: Draft Press Release for review 

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 I will make those changes as we discussed per the 
attached and proceed with publishing. I 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 
646256.2741 mobile 
212.298.6466 fas 
kevin.rose@,moodvs.com 

Moody’s Jnvestors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.moodvs.com 

From: Rose, Kevin 
Sent: Wednesday, February 06, 2013 7:29 AM 
To: Billie Richert (billie.richert@bigrivers.com) 
Subjed: 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 fhe aftached research /Press Release for your review, fo give you the opporfunify to draw aftenfion fo any 
factual errors and/or inadverfenf disclosure of confidential information. However, please nofe that under our policies, MIS 
retains ultimafe ediforial confrol over the form and confent of all its publications. MIS will not accept ofher changes from an 
issuer thaf would alter fhe meaning or tone of our opinions or credif rafing announcements. Please nofe fhat this draff 
research is sfricfly Confidential and you may nof disclose if to any ofher person excepf: (0 to your legal counsel acfing in 
their capacity as such; (io fo your ofher authorized agents acfing in fheir capacity as such; and (iii as re uired by law or 
regula fion. Aase 80.2012-00492 
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Please provide any feedback by no later than 12:OO 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 
2 12.553.03 89 tel 
646.2.56.2741 mobile 
212.298.6466 fax 
kevin.rose(iilmoodvs.com 

Moody‘s Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.rnoodvs.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 o f  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 :  
To: Rose, Kevin; Billie Richert 
Subject: 
Attachments: 

Wednesday, February 06,2013 138 PM 

RE: Draft Press  Release for review 
Big Rivers Draft PR Feb 6 2013 with factual changesdocx 

Billie: 

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

Kevin Rose 
Global Infrastructure and Finance Group 
21 2.553.0389 tel 
646.256.2741 mobile 
7- 12.298.6466 fax 
kevin,rose(iilmoodys.com 

Moody’s Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York. NY I0007 

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: 

c< 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 fhe opportunity to draw affenfion to any 
factual errors and/or inadvertent disclosure of confidential informafion. However, please note that under our policies, MIS 
retains ulfimafe editorial control over the form and content of all its publications. MIS will not accept ofher changes from an 
issuer fhat would alter fhe meaning or tone of our opinions or credit rating announcements. Please note that this draft 
research is sfricfly confidential and you may not disclose if to any ofher person except: (0 to your legal counsel acting in 
their capacity as such; (io to your other authorized agents acting in their capacity as such; and (/io as required by law or 
regulation. 

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

Regards, 

Kevin 
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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@,moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.rnoodvs.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 p i g  Rivers Electric Corporation 
Project) to Bal from BaaZ,; 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 fro 
downgrade on August 2 1,201 

“The rating downgr 
county on behalf of 
financial and operat 
Corporation that its subsidi 
12-month notice to terminate its power contract with BREC” 
Senior Analyst. This anno 
Aluminum Company that 
notice to terminate its po 
operations at Rio Tinto Alcan’s Sebree smelter and, 
economically viable w 
a combined basis, one 
two aluminum smelters comprising 
accounting for just under 60% of its 
Rose added. 

Despite the fact that BREC will 
respective 12 month n 
31,2014 in the case o 
reflecting the uncert 

cky issued a 12-month 
nts cite that smelter 

esville smelter are not 

Coy., has been serving the 

i 
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 niral ecoiiomic 
-reserve accounts that can be used to offset the significant impact for the &+on- 
smelter) customer classes. Since filing its rate case in January, RREC has responded to 
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additional data requests from the KPSC and is requesting that new rates become effective August 
I 201,2013. 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, RREC has a cash balance in excess of $100 million available to repay its 
impending $58.8 million tax-exempt debt maturity on June 1,201 3 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 m e  
b-these facilities to supplement its internally generated cash flow in the face of exis 
challenges will be integral to BREC’s credit profile going forward. 

In light of the rating review for possible downgrade and the uncertainty 

strategies on the drawing board. Of particular interest to the 
BREC’s &me financial results will depend upon the e unregulated wholesale 

on-smelter member load. 

Electric Cooperative Corporati member system cooperatives provide retail electric 
0 residential, commercial, and industrial customers in 
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Billie Richert 

From: 
Sent: 
To: 
Subject: 

Billie Richert 
Wednesday, February 06,2013 11:46 AM 
‘Rose, Kevin’ 
RE: Draft Press Release for review 

Kevin, 
I have a few comments. Can you call me 270-844-6190? 

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. 

“I am sending the attached research /Press Release for your review, to give you the opportunity to draw attenfion to any 
factual errors and/or inadverfent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the form and confent 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; (io to your other authorized agents acting in their capacity as such; and (iii) as required by law or 
regula tion. 

Please provide any feedback by no later than 12:OO 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 
2 12.553.03 89 tel 
646.256.274 1 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.co@ 
Moody’s Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.moodvs.com 

1 

Case No. 2012-00492 
Attachment for Response t o  KIUC 2-1 

Witness: Billie J. Richert 
Page 127 of 167 

mailto:Kevin.Rose@moodys.com
http://www.moodvs.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@rnoodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Importance: High 

Wednesday, February 06,2013 6:29 AM 

Draft Press Release for review 
Big Rivers Draft PR Feb 6 201 3 to BREC for review.docx 

Billie: 

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 thaf 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) fo your legal counsel acfing in 
their capacity as such; (ii) to your other authorized agents acfing in their capacity as such; and (iii, as required by law or 
regula tion. 

Please provide any feedback by no later than 72:OO noon today and understand that we may issue the Press Release 
whefher or not you have responded. ” 

Regards, 

Kevin 
Kevin Rose 
Global Infiastructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 

Moody’s Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.moodvs.com 

.~ . I______________^_-_~~-- - - - - - - - - - - - - - - - - - -  

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 o f  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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Moody’s downgrades rating of County of Ohio, KentuclSy (Big Rivers Electric Corporation 
Project) to Bal from aa2; 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 fro 
downgrade on August 2 1,20 12, remains under review for further downgrade. 

“The rating downgrade related 
county on behalf of Big Rivers Electric Corporation (RREC), reflects the 
financial and operating risks for BREC due to the January 3 1,20 13 anno 
Corporation that its subsidiary, 
12-month notice to terminate it 
Senior Analyst. This announcement follows the August 
Aluminum Company that its s 
notice to terminate its power contract with B m C .  
operations at Rio Tinto Alcan’s Sebree smelter 
economically viable with 
a combined basis, one of B 
two aluminum smelters comprising rough1 
accounting for just under 6 
Rose added. 

Despite the fact that BRE 
respective 12 month notice perio 

ments cite that smelter 

current market conditions. “On 

REC’s annual energy sales and 
excess of 60% of annual revenues”, 

ust 20,2013 in the case of Century and January 

creases to address anticipated revenue shortfalls. Moody’s notes 

ts; temporarily idling generation and reducing staff; and possibly selling 

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 
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requesting that new rates become effective August 2 1,20 13. 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 I ,  20 I3 and externaI liquidity is 
currently comprised of $100 million of multi-year revolving credit facilities evenly split between 
National Rural Utilities Coope 
these facilities to supplement i 
will be integral to RREC’s cre 

In light of the rating review for possible downgrade and the uncertaint 
following the announcements by Century and Rio Tinto, the rating 
stabilized in the near term. Se 
including our assessment of the likelihood of success in imple 
strategies on the drawing bo 
BREC’s future financial r 
power market through both 
of the cooperative’s ability to secure needed rate incr 
The rating could also be negatively affec 
fail to meet our understanding of BREC’ 
pressure could occur should environme 
particularly with the lack of a clear re 

Big Rivers Electric Co 
headquartered in Henderson, 
cooperatives- Jackson Purchas 
Electric Cooperative Corporatio 
power and energ 
22 Western Kentuck 

on-smelter member load. 
external liquidity sources 
r, downward rating 

00 residential, commercial, and industrial customers in 
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Billie Richert 

From: Billie Richert 
Sent: Monday, February 04,201 3 1 1 :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 

%i&e @chert, CPA, c~TP 
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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ITEM 

1. Electric Energy Revenues 555,372,354.1 3 563,385,131.72 614,725,050.00 47,925,748.49 
Income From Leased Pro p ert y (  Net  ) 2. o . o o . l / Y j / O E I I r /  /- 3,GI 6,877.57 4,957,104.0 1 4,011,500.00 ___. 361,084.00 3. Other Operating Revenue and income ___ --- 

4. Total Oaeration Revenues & Patronage 
561,989,231.70 568,342,235.73 618,736,550.00 48,286,832.49 

50,410,485.54 45,054,670.68 54,962,438.00 3,943,267.47 

Capitalif fbru 3) . 

Fuel 
5. Operating Expense - 

7. Operating Expense - Other Power Supply - 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FINANCIAL 

INSTRUCTIONS - See help In the online applicalion 

I ASSETSANDOTHERDEBITS I LIABILITIES AND OTHER CREDITS 

BORROWER DESIGNATEN 
KY0062 

PERIOD ENDED 
Dec-12 

_..- 

1. Total Utility Plant in Service 
2. Construction Work in Progress 

3. Total Utility Plant (7 + 2) 
4. Accurn. Provision far Depreciation and 

1,999,406,055.99 33. Memberships 75.00 

2,050,221,698.98- 8. Assigned and Assignable 
--_- 50,8i39642.99-, 34 Patronage Capitai 

b Retired This year 
Arnort. 

5. Net Utility Plant (3 - 4) 
962,994,277 56 c. Retired Prior years 

I ,087,227,42 1.42 d. Net Patronage Capital (a-b-c) 0.00 

6. Non-Utility Property (Net) 0.00 35. Operating Margins - Prior Years <241,898,352.19: 
10'3 13,960.66 

8. Invest. in Assoc. Org. - Patronage Capital 3,682,912 51 -31. Nonoperating Margins 639,960,667SJ 
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 

0.00 (33 + 34d thru 38) 402,881,687.19 
1 1. Investments in Economic Development 40. Long-Term Debt - RUS (Net) 210,359,050.37 

0.00 

7. Investments in Subsidiary Companies 0.00 2. Operating Margin - Current Year -r__ 

Funds -I 

Projects 10,000.00 41. Long.Term Debt - FFB - RUS Guaranteed - 

12. Other Investments 
13. Special Funds 
14. Total Other Property And Investments 

(6 thru 13) 
15. Cash - General Funds 

17. Special Deposits 

_I 

16. Cash ~ Construction Funds - Trustee 

18. Temporarylnvestments 
19.  Notes Receivable (Net) 
70 Accounts Receivable - Sales of 

and Asset Reti;emenr'bbligations I 2 157 I , I  86.78 
49 Total Other Noncurrent Liabilities 

5,333.85 
180,633,438.55 

228,172,4772 
7,3 I 1.28 

0.00 
598,486.43- 

110,165,436.23 
0.00 

___- 

(47 *48) 
50. Notes Payable 

Guaranteed 

45. Payments - Unapplied ____ 

- 43. Long-Term Debt - Other (Net) 
- 44. Long-Term Debt - RUS - Econ. Devel. (Net) 

46. Total Long-Term Debit (4U thru 44-45) 
47. Obligations Under Capital Leases. 

48. Accumulated Oneratinu Provisions 
Noncurrent- 

0.00 
634,958,421 -53 

0.00 
0.00 

845,317,471.90 

0.00 .----- 

(15 thru 26) - 222,429,238.32 55. Taxes Accrued 967,205.68 

9,987,629.09 
28. Unamortized Debt Discount & Extraor. 

29. Regulatory Assets 704,087.08 . 
58. Total Current & Accrued Liabilities 

.~ P r s .  Losses - 

.. 

Energv (Net) 
21. Accounts Receivable - Other (Net) 

44,758,033.34 
2,345,619.29 

22. Fuel Stock 

24. Materials and Supplies - Other 
25. Prepayments 

23. ReneweEnergy  Credits 

26. Other Current and Accrued Assets 

- 
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34,145,612.19 51. Accounts.Payable 33,O 12,925.09 

24,957,072.86 52.- Current Maturities Long-Term Debt 19,926,462.99 
0.00 

4,175,473.96 53. Current Maturities Long-Term Debt 
1,276,192.74 - Rural Development 0.00 

32. Total Assets And Other Debits 61 I Total Liabilities and Other Credits 
39 + 46 + 49 + 58 thru 60) 

148,088,313.89 
0.00 

1,546,677,921.05 

-_- 

http://Assoc.Org


From: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Sunday, February 03,2013 508 PM 
Billie Richert 
RE: Follow-UP 

Thanks, I will look forward to speaking tamorraw. 

Kevin Rose 
Global lnfiastixcture and Finance Group 
2 1 m i 3  .Q389 tel 
646.256.2741 mobile 
2 12.298.6466 fax 
kevin.rose@,moodvs.com 

Moody's Investors Seivice 
7 World Trade Center 
250 Greenwich St. 
New York. NY 10007 

From: Billie Richert [maiIto:Billie.Richert@bigrivers.com] 
Sent: Sunday, February 03, 2013 5:12 PM 
To: Rose, Kevin 
Subjeck RE: Follow-up 

Kevin, 
That works. For 2012, Alcan revenues were $1 55.2m and Century revenues were $205.0m of total electric 
energy revenues of $563.4m. 
Billie 

"Rose, Kevin" <Kevin.Rose@moodys.com> wrote: 
B i I I i e : 

If I have time zone differences correct, t,hen I can call you tomorrow morning a t  11:30 my time (10:30 your time). I 
would also appreciate some info relating ta 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. 

TH A N US ! 

Kevin Rose 
Global Infiastructiire and Finance Group 
' 12.553.0389 tel 
646.256.2741 mobile time 
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212.298.6466 fax 
kevin.rose@,moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New Yorlc 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 v ia  the Sanisung Galaxy SrWI, iw .A? &T 4G L.'I E smartphonc 

"Rose, Kevin'' <Kevin.Rose@moodys.com> wrote: 
Billie: Is there a convenient time that I can call you on Monday morning, preferably around 9:OO A.M. EST? Otherwise, 
please let me know when I can call and I can try to be flexible. THANKS! 

Kevin Rose 
Global Infi-astructure and Finance Group 
2 12553.0389 tel 
646256.2741 mobile 
212.298.6466 fax 
kevin.rose(i;imoodvs.com 

Moody's hivestors Service 
7 World Trade Center 
250 Greenwich SI. 
New York, NY 10007 

www.mooclys.com 

From: Billie Richert [mailto:BiIlie.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 
By Joy Campbell Messenger-Inquirer I Posted: Saturday, February 2, 2013 12:OO 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 a t  what our alternatives are. Overall, to be sustainable, we have to have a lower power 
rate . 'I 

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 $30~ or low $40~.  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. I n  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 
iroblem." 
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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. I n  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@messenser-.inauirer.com 

From : Rose, Kevin [Kevin . Rose@ mood ys . 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 le1 
646.2562741 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 
Moody's Iiivestors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 
www.rnoodys.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 

Tibe %chert, CPg, C97P 
JP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
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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 andlor 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 errar, please contact the sender and 
delete the material from youdany 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 andlor 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. 

----------_-----.------.------------------- 
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, f o r  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 emplayee 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 al.1 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. 
intended recipient or an employee or agent responsible 5Gtiac€irneni%? d live 
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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: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@rnoodys.corn> 
Sunday, February 03, 2013 4:OO PM 
Billie Richert 
RE: FOIIOW-UP 

B i I I i e : 

If I have time zone differences correct, then I can call you tomorrow morning a t  11:30 my time (10:3O your time). I 
would also appreciate some info relating to the  percenrage 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 

Itevin.rose@,moodys.com 
2 12.298.6466 rax 

Moody's Investors Service 
7 World Trade Center 
2.50 Greenwich St. 
New Yolk. 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. 

"Rose, Kevin" <Kevin.Rose@moodys.corn> wrote: 
Billie: Is there  a convenient time that  I can call you on Monday morning, preferably around 9:OO A.M. EST? Otherwise, 
please let me know when I can call and I can try to be flexible. THANKS! 

Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 tei 
646256.2741 mobile 
2 12.298.6466 fax 
kevin.rose@,moodvs.com Case No. 2012-00492 
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Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New Yorlc, NY 10007 

-- .- - - . _  ~ - - . . - --I__ _-__ 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com J 
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 
By JOY Campbell Messenger-Inquirer I Posted: Saturday, February 2, 2013 12:OO 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 a t  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. I f  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 $ 3 0 ~  or low $40~.  Around $40 is not a great rate, but it would help us to be sustainableCase 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. I n  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. I n  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@messenqer-inauirer.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 yoti 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 
646.256.274 1 mobile 
212.298.6466 fax 
kevin.rose(ii).moodvs.com 
Moody's Investors Service 
7 World Trade Center 
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250 Greenwich St. 
New York, NY 10007 
www.moodys.com 

From: Billie Richert [maiIto: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 an other items for you. 

Billie 

Bifie %chert CPg, C9TP 
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 andlor 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 yourlany 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 andlor 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 yourlany 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. 

--__^.----_-_--_----__---__I________ ------- 

The information contained in this e-mail message, and any attachment thereto, is 
confident.ial 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, disseminatian, distribution or copying of this message, OL 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, €ax 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 &6%6@&9- 3!318&!492 
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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 
OUT 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@rnoodys.corn> 
Sent: 
To: Billie Richert 

Sunday, February 03,201 3 1 :57 PM 

Subject: RE: Follow-Up 

Billie: Is there a convenient time that I can call you on Monday morning, preferably aroiind 9:00 A.M. EST? Otherwise, 
please let me know when I can call and I can try to be flexible. THANKS! 

Kevin Rose 
Global Infrastructure and Finance Group 
71 xi .3 .0389 tel 
646.256.2741 mobile 
712298.6466 fax 
kevin.roseO,moodys.com 

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

'CI'WW. ni ood ys .coin 

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 
By Joy Campbell Messenger-Inquirer I Posted: Saturday, February 2,2013 12:OO 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 a t  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 
af its annual revenue. Case No. 2012-00492 
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"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. I f  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 $ 3 0 ~  or low $40~. 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. I n  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. I n  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, jcamabellG3messenser-inauirer.com Case No. 2012-00492 
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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Sunday, February 03,201 3 1 :09 PM 
Rose, Kevin 
RE: FOIIOW-UP 

Kevin, 
Does this suffice? 

Thanks, 
Billie 

Sebree smelter ending contract 
By Joy Campbell Messenger-Inquirer I Posted: Saturday, February 2,2013 12:OO 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. I' 
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. I f  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 $ 3 0 ~  or low $40~.  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. 
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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. I n  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@messenqer-inauirer.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 an 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! 

Keviii Rose 
Global Infrastructure and Finance Group 
21 2.553.0389 tel 
646.256.274 1 inobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 
Moody's lnveslors 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 
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Kevin, 
Notice from Alcan is public information. Working on other items for you. 

Billie 

Bifie Rjchrt ,  c@I, C3TP 
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 andlor private nature. Any review, retransmission, dissemination or other me 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 i n  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 t.ransferred via this e-mail message. 
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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 
2 12.553.0389 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:BiIlie.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 

aide %chert c P ~ ,  CWP 
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 andlor 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 reraive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

111 _^1 ---- ~ - - ~ * . . ” ~ - - _ _ / - ” - . - . . _ _ . .  -... ---” -.--- ---......- 
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 andlor 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 yourlany storage medium 

The information contained in this e-mail message, and any attachment t h ~ ~ & 3 0 1 2 - 0 0 4 9 2  
confidential and may not be disclosed without our expregttg$hmA&&c& &&&31&~gt~ 
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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 o r  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 
f o r  any computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, i s  
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: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@rnoodys.com> 
Sunday, February 03, 2013 1:55 PM 
Billie Richert 
RE: FOIIOW-UP 

I will ask internally if this together with the letter is sufficient far now. THANKS. 

Kevin Rose 
Global Infrastructure and Finance Group 
21 2.553.0389 tel 
646.256.2741 mobile 
2 13.298.6466 fax 
kevin.rose@moodvs.com 

Moody's Iiivestors Service 
7 World Trade Center 
250 Greenwich Sr. 
New York, NY I0007 

w w w r  . ni oodys . co in 

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 
By Joy Campbell Messenger-Inquirer I Posted: Saturday, February 2,2013 12:OO 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. 

senior labor relations, communications and external relations leader for the ebre smelter 
"We've got a lot of work to do in this 12 months to find a solution to lower our price for power," 
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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, I' 
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. I f  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 $ 3 0 ~  or low $40~. 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 a t  wholesale market price. I n  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 Marly 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. I n  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, jcampbell63messenger-inquirer.com 
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From: Rose, Kevin [Kevin.Rose@moodys.com] 
Sent: Sunday, February 03,2013 12:07 PM 
To: Billie Richert 
Swbjecb 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! 

ICevin Rose 
Global Infrastructure and Finance Group 
313.553.0389 tel 
G46.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 
Moody’s investors Service 
7 World Trade Center 
250 Greeiiwicfi St. 
New Yorlc 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 

23&e %chert, CQg, CWQ 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Hendersbn, 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 andlor 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 
_______- . -____- - - -~_- -_ .___-__- - - - - - - - - I_  ---- 

confidential and may not be disclosed without our express permission. 
intended recipient or an employee or agent responsible f d liveri 

If&p~g1,q&e~sp5-j$43~ 
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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 
OUL 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. 

______________________I_________________- 

The information contained in this e-mail message, and any attachment t.hereto, 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. 

4 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 156 of 167 



From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 

Sunday, February 03, 2013 1297 PM 

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 Infrastixcture and Finance Group 
212.553.0.389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

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

www.moodvs.com 

I_ "- . _̂ -I - - - __---I- - - -_- - -- - -- - I _ _  _ _  - -  
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Saturday, February 02, 2013 11:19 AM 
To: Rose, Kevin 
Subje& Follow-up 

Kevin, 
Notice from Alcan is public information. Working on other items for you. 

Billie 

gike %$chert, GPA, C9TP 
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 
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."", _I -- -----...------."." .-l_l_-l.l_-----.l 
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 yourlany 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 f o r  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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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Saturday, February 02,2013 1O:lQ AM 
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin. Rose@moodys.com) 
Follow-UP 

Kevin, 
Notice from Alcan is public information. Working on other items for you. 

Billie 

Sibe %chet$ C Q R  CYTQ 
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 

."-"---- -_-- "..-y-L-I--.---.IIyILII--.I-. "..-.-,----- ----e --..%.--* 

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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Billie Richert 

From: Billie Richert 
Sent :  
To: 'Rose, Kevin' 
Subject:  RE: Alcan Termination Notice 
Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01, 2013 12:42 PM 

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: 

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@,moodvs.com 

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

www moodvs .com 

From: Billie Richert [maiIto: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 

7-p -*-.. 
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 u&i% ~ 6 b . n ~ @ d & ~ ~ r  
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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 31,201 3 

Henderson, Kentucky 424? 9 

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 A dafed July 1, 2009 TAgreeme 

e “Sebree Smelter”). 

3, Big Rivers Electric Cor (“Big Rivers”) filed an Application 
for an increase in base rates (the 

ation, if approved, would result in a rate 
There is already substantial doubt that the Sebree 

tainable. Under the circumstances, A 

s you are aware, 
on, the corporate p 

ion 7.3.1 of the Agreement requires the President of AIcan 
of APPG, 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 alu smelting operations at the Sebree Smelter, and. (ii) it has no current 
intention of re- encing smelting operations at the Sebree Smelter. Under the present 
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Guerra, the Presi of Alcan Corporation, makes those 
s in the Certificate a 

appreciates the recent 
e rate formula and other 

accord. We believe 

ALCAN PRIMARY PRODUCT'S CORPORATION 

cc: Mr. Serge Gosselin 
Mr. Donald P. Seberger 
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Office of the President 

CERTIF/CA E 

ersigned, Timothy Guerra, a resident of the State of Illinois, hereby 
a 

1. y elected President of Alcan Corporation, a Texas corporation (the 

2. 

Smelter”). 

furnished written 

elter and that 
recommencing operations at that location. 

Dated as of the 31st day of January, 2013. 

ALCAN CORPORATION 
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Billie Richert 

From: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Friday, February 01, 201 3 12:30 PM 
Billie Richert 
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 natice period as you had previously described when Century served notice in 
August last year? 

Kevin Rose 
Global Infi'astructure and Finance Group 
21 2.553.0389 tel 
646.256.274 I mobile 
212.298.6466 fax 
I<evin.rose@,moodvs.com 

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

www.moodvs.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 12:48 PM 
To: Rose, Kevin 
Subjece: Alcan Termination Notice 

Kevin, 
Attached per your request. 

Billie 

-."-"_- --"--- -*.-- I " _ Y X _ - - - ~ ~ I _ _ - * I I ~ = I l _ ^ l . . ~ ~ ~  ----.- ~ - - ~ - - " . _ _ - - - - - I _ _ _ - y - - . _ _ -  
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 andlor 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 

_______l______-_____--------------------- 
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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. 

2 

Case No. 2012-00492 
Attachment for Response to KIUC 2-1 

Witness: Billie J. Richert 
Page 166 of 167 



Billie Richert 
From: 
Sent: 
To: 
Subject: 

Billie Richert 
Friday, February 01,2013 11 :48 AM 
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
Alcan Termination Notice 

Kevin, 
Attached per your request. 

Billie 
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BIG RIVl3RS ELECTRIC CORPORATION 
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APPLICATIQN OF BIG RIVERS ELECTRIC CORPQRATIQN 
FOR APPROVAL TO ISSUE EVIDENCES OF IN 

CASE NO. 2012-00492 

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

dated February 5,2013 

February 12,2013 

Item2) Provide a copy o f  any document, letter or rating report 
concerning BREC issued by any of the three rating agencies since Janu,ary 
1, 2013. This data request remains active throughout the proceeding. I f  
BREC obtains any further or supplemental docu,nzen,ts or information, 
mbsequent 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 
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RIG R I W R S  ELECTRIC CORPORATION 

APPLICATION O F  BIG RIVERS ELECTRIC CORPORATION 
RQVAL TO TSSU ENCES OF IN TEDNESS 

CASE 12-00492 

esponse to the K e n t u  ustrial Uti l i ty  Cus tomers ’  
S& for h f Q B I . ~ i a Q ; i O n  

dated F e b r u a r y  5 ,2013  

F e b r u a r y  12,2013 

Item 3) Identify the Auditing Firm that will perform the Audit for the 
Fiscal Year erzdilzg ecember- 31, 2012. 

Response )  I<PMG LL,P is the auditing €inn performing Big Rivers’ financial 

statements audit for the fiscal year ending December 31, 2012. 

Wi tness )  Billie J. Richert 

Case  No. 2012-00492 
R e s p o n s e  t o  KIUC 2-3 

Witness :  Billie J. R i c h e r t  
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CQRPQRATION 
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 thje 
Au,diting Firin identified in thre previou,s request within the last 12 
months. This  data request remains active throughout thx proceeding. I f  
BREC obtains any further or supplemental documents or information 
su.bsequent to the preparation, and service of BREC’s responses hereto, 
please provide such documents or information as par t  o f  a supplemental 
response. 

Response) Please refer to the attached documents. 

Witness) Billie J. Richert 
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From: 
Sent: 
To: 
Subject: 

Charles, Joseph P ejcharles@kprng.corn> 
Thursday, February 07,2013 5:31 PM 
Billie Richert; Lyons, Kevin 
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 
I(PSC/RlJS we can circle back. -Joe 

From: Billie Richert [maiIto: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. 

‘il(ifie Rjoheert, c P ~ ,  CWZP 
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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Subject: 
Location: Conference Call 

Start: Fri 1/25/2013 1:00 PM 
End: Fri 1/25/2013 2:OO PM 
Show Time As: Tentative 

Recurrence: (none) 

Meeting Status: Not yet responded 

Organizer: Lyons, Kevin 

Big Rivers 2013 Liquidity Considerations 

When: Friday, January 25,2013 2:OO PM-3:00 PM (GMT-05:OO) Eastern Time (US & Canada). 
Where: Conference Call 

Note: The GMT offset above does not reflect daylight saving time adjustments. 

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. 

T ha n Its, 

Kevin 

Please use the following call-in: 

Toll Numbers: 
1olIFree Numbers: 
Leader Passcode: 
Participant Passcode: 

USA 
USA 

203-280-8225 
877-779-1 556 
5508697 
1778789 
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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. 
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Liquidity and Going Conc:ern 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 
t o  continue as a going concern as discussed in AICPA Auditing Standard AlJ Section 341. 

BackEround: 

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 M W  of coal-fired 
and 178 MW of contracted hydro capacity. The power generated by Big Rivers is distributed t o  i t s  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 t o  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 t o  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 t o  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 i ts power contract. Century 
Aluminum Co. is a smelter plant in Hawesville, KY that is seeking rate concessions from Big Rivers 
due t o  the declining prices for aluminum and concerns over their ability t o  operate the facility 
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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 i t s  power contract from a 
liquidity perspective are as follows: 

= $50 million CoBank, ACB ICoBank) line of credit: Under the terms of this line of credit 
agreement, upon a smelter’s notification to terminate i ts 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 n o  longer has access t o  this $50 million line of credit. 
The company is currently in discussions with CoBanlc to modify this term, but as of this 
point in time the terms have not been modified. 

. $50 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 i ts 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 lune 1,2013, the $58.8 million of Series 1983 Pollution Control 
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. 
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o 2012Available Cash and Liauiditv 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 pollution control 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 i t s  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: C,ash 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 Outfiows (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 cornmission 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 
o 
o 

Accelerate approvals on lines of credit or $60 million? 
Permission to use transition reserve? 
Get permission t o  delay issuance of financial statements? 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
OR APPROVAL TO ISSUE EVIDENCES OF INDE 

CASE NO. 2012-00492 

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

dated February 5,2013 

February 12,2013 

Itern5) 
electric service agreement. 

Provide a copy of Akaia’s notice of termination of the Alcan 

Response) Attached hereto is a copy of Alcan’s notice of termination of the Alcan 
electric service agreement. 

Witness) Billie J. Richert 
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[Vlr Miark Bailey 

Gentlemen: 

e increase conie 

the Presidmt of Alcan 

th to termin& and 
(in it has no current 

r Under the present 
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Guerra, the Prssideni ai Alcan Corporation, makes those 
mpresentztians and s in the Cectificate attached h-erdu. 

t o  cantaci me or any of my cdleagues listed M a w  

cc: Mr. Serge Gosseiin 
Mr ijonald ?. Seberger 
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Qffjce oi’the President 

igned, Timothy Gwerra, a res nt of the State of IIlinois, hsreby represm~ts 

eJe&d President of Ptlcan raticzn, a Texas corporafion (fhe 

the issued and 

4. The decision t~ furnish the 

Dated as &,the 51st day of Ji;anuary, 2043. 
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BIG RIWRS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CQRPQRATION 
OVAL TQ ISSUE EVI ENCES OF IN ERTEDNESS 

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 th)e 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 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CQRPQRATIQN 
R 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 

1 Item7) Provide the name of the financial institution and type of  
2 account in which) th,e Transition, Reserve fu,nds are held. 
3 
4 Response) The Transition Reserve funds are invested in U.S. Government 
5 
6 

7 
8 Witness) Billie J. Richert 
9 

Agency securities through BB&T Capital Markets. 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDE 

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 cwrent  balance of the Economic Reserve account. 

Response) The current balance of the Economic Reserve account at December 

31, 2012, is $80,643,351.14. 

Witness) Billie J .  Richert 
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BIG RPVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CQRPQRATION 
FOR APPROVAL TO TSSTJE EVIDENCES OF’ INDE 

CASE NO. 2012-00492 

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

dated February 5,2013 

February 12,2013 

1 Item9) 
2 

Provide the name of the financial institution and type of 

account in which thte Economic Reserve f m d s  are held. 
3 

4 Response) The Economic Reserve funds are invested in U.S. Government 
5 Agency securities through BB&T Capital Markets. The amount needed to meet 
6 current withdraw requirements of the Member Rate Stability Mechanism (MRSM) 
7 is held in a Money Market account through BB&T Capital Markets. 
8 

9 
10 Witness) Billie J. Richert 
1 1  
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00492 
FOR APFROVAL TO ISSUE EVIDENCES OF ZNDE 

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 a t  
December 31, 2012, is $64,663,034.47. 

Witness) Billie J. Richert 
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BIG RIVERS ELECTRIC CORPORATION 

APPLJCATION OF BIG RIVERS ELECTRIC CORPORATIQN 
FOR APPROVAL TO ISSUE EVIDENCES OF INDE 

CASE NO. 2012-00492 

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

dated February 5,2013 

February 12,2013 

I t e m l l )  
account in which the Rural Reserve funds are held. 

Provide the name of the financial institution and type of 

Response) The Rural Economic Reserve funds are invested in U.S. Treasury 
Notes through BB&T Capital Markets. 

Witness) Billie J. Richert 
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