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SULLIVAN, M O U N T J O Y ,  STAINBACK &. MILLER. P S C  

ATTORNEYS AT LAW 

February 28, 2013 

Mr. Jeff DeRouen 
Executive Director 
Public Service Commission of Kentucky 
P.O. Box 615 
211 Sower Boulevard 
Frankfort, KY 40602-06315 

In  The Ma,tter Of: Applicahon of Big Rivers Electric Corporation For A 
General Adjustment In  Ra,tes - Case No. 2012-00535 

Dear Mr. DeRouen: 

Enclosed for filing are an original and ten (10) copies of (i) the response of Big 
Rivers Electric Corporation to the Public Service Commission Staffs Second 
Request for Information and the intervenor's first requests for information; (ii) 
a petition for confidential treatment for certain of the responses; and (iii) a 
Motion for Deviation. Please note that since the Commission has not ruled on 
the petition to intervene filed by Ben Taylor and the Sierra Club, Big Rivers is 
not responding to  their information requests or sending them copies of the 
responses to the information requests that Big Rivers is responding to. 

Copies of the responses, the petition, and the motion have been served on 
those parties listed on the attached service list by Federal Express or hand 
delivery. 

Sincerely, 

Tyson Kamuf 

cc: Service List 
Billie J .  Richert 

Telephone (270) 926-4000 

Telecopier (270) 683-6694 

100 St Ann Building 
PO Box 727 

:nsboro, Kentucky 
42302-0727 

w.westky1aw.com 

http://w.westky1aw.com
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BIG RIVERS ELECTRIC CQRPQRATIQN 

S ELECTRIC C 
FQR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

VERIFICATION 

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

(J Mark A. Bailey 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Mark A. Bailey on this 
t h e J 2  day of February, 2013. 

My Commission Expires 

Notary Publle, Kentucky State-At-Large 
My Commissicln Expires: July 3,2014 
ID 421 951 



BIG RIVERS ELECTRIC CORPORATION 

N S ELECTRIC C 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

VERIFICATION 

I, Billie J. Richert, verify, state, and affirm tha t  I prepared or supervised 
the preparation of the data responses filed with this Verification, and that  
those data responses are  true and accurate to the best of my knowledge, 
information, and belief formed after a reasonable inquiry. 

'Billie J. F&dhert 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Billie J. Richert on this 
the day of February, 2013. 

r ge 
My Commission Expires 

Notary Pub!!* ''wWcky State-&Large 
My Commit&! I Expires: July 3,201 4 
ID 421 951 



BIG RIVERS ELECTRIC CORPORATION 

FOR A GENERAL ADJUSTMENT IN RATES 
CASE NO. 2012-00535 

VERIFICATION 

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

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

STJBSCRIBED AND SWORN TO before me by Robert W. Berry on this 
t h e 2 1  day of February, 2013. 

My Commission Expires 

Notary Public, Kentucky State-At-Large 
My Commission Expires: July 3,201 4 
ID 421 951 



BIG RIVERS ELECTRIC CORPQRATION 

N 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

VERIFICATION 

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

COMMONWEALTH OF T!XNTTJCICY ) 
COUNTY OF HENDERSON ) 

STJBSCRIBED AND SWORN TO before me by Lindsay N. Barron on 
this the day of February, 2013. 

N&arld;/Public, Ky. $hate at Large 
My Commission Expires 

Notary Public, Kentucky State-At-Large 
My Commission Expires: July 3,201 4 
ID 421 951 



BIG RIVERS ELECTRIC CORPORATlhON 

S ELECTRIC C 
FOR A GENERAL, ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

YERIFI CATION 

I, David G. Crockett, verify, s ta te ,  and affirm that I prepared or 
supervised the preparation of the da ta  responses filed with this Verification, 
and that those data  responses are t rue  and accurate to the best of my 
knowledge, information, and belief formed after a reasonable inquiry. 

A 

David G. Crockett 

COMMONWEALTH OF KENTTJCKY ) 
COIJNTY OF HENDERSON ) 

STJBSCRIBED AND SWORN TO before me by David G. Crockett on this 
t h e J x  day of February, 2013. 

N6targ Public, Ky. &ate at Large 
My Commission Expires 

Notary Public, Kentucky State-At-Large 
Mv Commission Expires: July 3,2014 
ID 421 951 



IG RIVERS ELECTRIC CORPORATION 

FOR A GENERAL ADJUSTMENT IN RATES 
CASE NO. 2012-00535 

VERIFICATION 

I, James  V. Haner, verify, state, and affirm that I prepared or 
supervised the preparation of the da ta  responses filed with this Verification, 
and that those data  responses are t rue  and accurate to the best of my 
knowledge, information, and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

STJBSCRIBED AND SWORN TO before me by James  V. Haner on this 
the a day of February, 2013. 

My Commission Expires 

ID 421 951 



BIG; RIVERS ELECTRIC CQRPORATIQN 

FOR A GENERAL ADJUSTMENT IN RATES 
CASE NO. 2012-00535 

VEXIF1 CATION 

I, Travis A. Siewert, verify, state, and affirm tha t  I prepared or 
supervised the preparation of the da ta  responses filed with this Verification, 
and that  those data  responses are true and accurate to the best of my 
knowledge, information, and belief formed after a reasonable inquiry. 

Travis A. Siewert 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Travis A. Siewert on this 
th&%ay of February, 2013. 



BIG RIVERS ELECTRIC CQRPQRATI6)N 

ZG 
FOR A GENERAL AD 

CASE NO. 2012-00535 

VERIFICATION 

I, DeAnna M. Speed, verify, state, and affirm that I prepared or 
supervised the preparation of the data  responses filed with this Verification, 
and tha t  those da ta  responses are t rue and accurate to the best of my 
knowledge, information, and belief formed after a reasonable inquiry. 

n 
kJI- A o J  

DeAnna M. Speed 0 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by DeAnna M. Speed on this 
t h d 2  day of February, 2013. 

Notary Public, Ky. Sfate at Large 
My Commission Expires 

Notary Pi +-':- Ysntucky State-At-Large 
My Comnr.~,.,,tJii Expires: July 3,2014 
ID 421 951 



BIG RIVERS ELECTRIC CORPQRATTQN 

FOR A GENERAL ADJUSTMENT IN RATES 
CASE NO. 2012-00535 

VERPFICATION 

I, John Wolfram, verify, state, and  affirm that I prepared or supervised 
the preparation of the data responses filed with this Verification, and tha t  
those da ta  responses are true and accurate to the best of my knowledge, 
information, and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by John Wolfram on this the 
&%ay of February, 2013. 

N o k r y  Public, @y. State at Large 
My Commission Expires 3 - Ci -dOlY 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG R W R S  ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

VlERIFI CAT1 ON 

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

Ted J. Kelly 

STATE OF MISSOTJRT ) 
COUNTY OF JACKSON ) 

SUBSCRIBED AND SWORN TO before me by Ted J. Kelly on this the 
day of February, 2013. 

7 tk% L , , I t  1 I , ,  .\&$ !$!$,> PAULA M. ANNAN 
My Commission Expires 

If /?{@'' Comrnlssion #11#92872 

:$ January 19,2016 Notary Public 
Jackon County State of Missouri :"yi:. ;~y$; ",?&. . . I 

My Commission Expires -t'y-.~'cT 



E LE CT RI C C 0 R P 0 RAT IO N 

-- Your Touchstone Energy@ Cooperative 

COMMONWEALTH OF KENTUCKY 

]BEFORE THE PUBLIC SERVICE COMMISSION O F  KENTUCKY 

In the M a t t e r  of: 

APPLICATION OF BIG RIVERS ) 
ELECTRIC CORPORATION FOR A ) Case No. 2012-00535 
GENERAL ADJUSTMENT I N  RATES ) 

Response  to the Office of the A t t o r n e y  General ' s  
Initial R e q u e s t  for  I n f o r m a t i o n  

dated February 14,2013 

Volume 3 of 4 

FILED: February 28,2013 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 11 ,  2013 

February 2 8 , 2 0 1 3  

1 Item 151) Please refer to Speed Direct at page 12, line 9: Provide 

2 details of volume and price of off-system sales related to the 

3 production cost model included in the Big Rivers financial model used 

4 in this case. Information should include input and output 

5 spreadsheets, etc. in electronic format compatible with Microsoft 

6 office programs. 

7 

8 Response) Please see the Microsoft Excel file titled “PSC 1-57 - Financial 

9 Forecast (20 13-20 16) Filed - CONFIDENTIAI,.xlsx” provided on the 

CONFIDENTIAL CD accompanying the response to the Commission Staff‘s 

initial request for information item 57. The off-system sales volumes can be 

found in the above referenced file on the PCM worksheet, row 10. The off- 

system sales price can be found in the above referenced file on the PCM 

10 

11 

12 

13 

14 worksheet, row 77. 

15 

16 Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-151 

Witness: Travis A. Siewert 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F TES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 28,2013 

Item 152) Please refer to Speed Direct at page 13, line 10: Provide 

HMP&L general and administrative costs allocated to Big Rivers cost 

estimate provided to Big Rivers’ budget department and included in 

the Big Rivers’financial model used in this case. 

Response) The HMP&L general and administrative cost estimates allocated 

to Big Rivers reflected in the financial model used in this case are: 

2013 Budget - $  

20 14 Financial Plan - $ 

20 15 Financial Plan - $ 

20 16 Financial Plan - $ 

The numbers are being provided pursuant to a petition for 

confidentiality. 

Witness) DeAnna M. Speed 

Case No. 2012-00535 
Response to AG 1-152 

Witness: DeAnna M. Speed 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F ES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14,2013 

February 28, 2013 

Item 153) Please refer to Speed Direct at page 14, line 3: Provide Big 
Rivers’ calculation of its share of the costs related to the dispatch 
and operation of HlW&L’s Station Two generating station included in 
the Big Rivers’ financial model used in this case. Information should 
include spreadsheets, etc. in electronic format compatible with 
Microsoft Office program. 

Response) Please reference the Monthly Resource Report tab of the file 

titled “PSC 1-57 .- Big Rivers 2013-2016 PCM - CONFIDENTIAI,.xlsx” 

provided on the CONFIDENTIAL, CD in response to the Commission Staff’s 

initial request for information item 57. 

Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-153 

Witness: Travis A. Siewert 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

I tem 154) Please refer to the Speed testimony at page 18, line 21 .  

Provide documents and presentation materials associated with Board 

of Directors’ consideration of the 201 3 budget. Include all supporting 

work papers and documents. 

Response) A copy of the presentation material associated with Board of 

Directors’ consideration of the 20 13 budget is provided as an attachment to 

this response pursuant to a petition for confidential treatment. Please 

reference PSC 1-57 for supporting work papers and documents. 

Witness) DeAnna Speed 

Case No. 2012-00535 
Response to AG 1-154 

Witness: DeAnna Speed 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 28,2013 

Item 155) Please refer to the Speed testimony at page 18, line 21 .  

Provide documents and presentation materials associated with Board 

of Directors’ consideration of the 2014-201 6 financial plans. Include 

all supporting work papers and documents. 

Response) Please see response to AG 1-154. 

Witness) DeAnna Speed 

Case No. 2012-00535 
Response to AG 1-155 

Witness: DeAnna Speed 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to Attorney General’s 
Initial Request  for Information 

Dated February 14 ,  2013 

February 28, 2013 

Item 156) Please provide coincident peak demands on a monthly 

basis for the rurals, large industrials, and each smelter for the years 

2010, 2011 and 2012, as well as the hour and date of each 

coincident peak. 

Response) Please see the attached documents provided with a Petition for 

Confidential Treatment on the CONFIDENTIAL CDs accompanying these 

responses. 

Witness) Lindsay N. Barron 

Case No. 2012-00535 
Response to AG 1-156 

Witness: Lindsay N. Barron 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPOFLATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPOFLATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14,2013 

February 28,2013 

I tem 157) Please provide non-coincident peak demands on a monthly 

basis for the rurals, large industrials, and each smelter for the years 

2010, 2011 and 2012, as well as  the hour and date of each non- 

coincident peak. 

Response) Please see response to AG 1- 156. 

Witness) Lindsay N. Barron 

Case No. 2012-00535 
Response to AG 1-157 

Witness: Lindsay N. Barron 
Page 1 of  1 





BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
T I  TES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14,2013 

February 28, 2013 

1 Item 158) Please provide monthly energy use for the rurals, large 

2 

3 

4 

5 

6 Witness) Lindsay N. Barron 

industrials and each smelter for the years 2010, 201 1 and 2012. 

Response) Please see the responses to AG 1-128 and AG 1-156. 

Case No. 2012-00535 
Response to AG 1-158 

Witness: Lindsay N. Barron 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
JUSTMENT I PIE 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 28, 2013 

1 I tem 159) Please provide all workpapers associated with Exhibit 

2 WoZfram-3, in electronic spreadsheet format. 

3 

4 Response) Please see the response to AG 1-2. 

5 

6 Witness) ,John Wolfram 

Case No. 2012-00535 
Response to AG 1-159 

Witness: John Wolfram 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
JUSTMENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28,2013 

Item 160) Please refer to Exhibit Wolfram-5¶ page 1: Please explain 

why the witness used CCCoincident Peak” allocation for Rural Delivery 

Point Service and “Non-Coincident Peak” allocation for Large 

Industrial Customer Delivery Point Service. 

Response) Under the existing Commission-approved tariffs, the RDS rate is 

billed on a coincident peak basis, and the LIC rate is billed on a non- 

coincident peak basis. Big Rivers is not proposing to change the billing 

basis for either tariff in the instant filing. 

Witness) John Wolfram 

Case No. 2012-00535 
Response to AG 1-160 

Witness: John Wolfram 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 
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6 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

HCATI S ELECTRIC CO 
FOR A GENEFWL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 28, 2013 

I tem 161) Please refer to Wolfram Direct at page 18, line 14: Provide 

details of activities and backup cost estimates related to all non- 

recurring labor expenses related to lay-up of Wilson plant. 

Response) The non-recurring labor expenses in the budget related to the 

Wilson plant stem from the timing of the lay-up. The fully forecast test 

period begins on September 1, 2013, but the proposed reductions in 

personnel are not anticipated to be complete until December 20 13. Because 

the budget included labor at the Wilson plant in September, October and 

November of 2013, and because those costs will not be incurred on an on- 

going basis after t.he proposed rates become effective, the amounts 

calculated in Reference Schedule 1.10 of Exhibit Wolfram-2 are removed 

from the test period. The calculations are provided in Reference Schedule 

1.10 and are supported by the labor and labor-related data in the “Big 

Rivers 2013 - 2016 Budget” file provided in response to PSC 1-57. 

Witness) John Wolfram 

Case No. 2012-00535 
Response to AG 1-161 

Witness: John Wolfram 
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 1 4 ,  2013 

February 28, 2013 

Item 162) Provide copies of Big Rivers’ RUS Financial and Operating 

Report EZectric Power Supply, RUS Form 1 2  or its successor, including 

all schedules, for the years ending December 31, 2009; December 31, 

2010; December 31, 2011; and December 31, 2012 (when and if 

available). 

Response) Big Rivers’ RUS Financial and Operating Report Electric Power 

Supply, including all schedules, for the years ending December 31, 2009; 

December 3 1, 20 10; and December 3 1 , 20 1 1 are attached to this response. 

Big Rivers’ Preliminary RUS Financial and Operating Report Electric Power 

Supply for the year ending December 31, 2012 is also attached to this 

response. The Final RUS Financial and Operating Report Electric Power 

Supply for the year ending December 31, 2012, including all schedules, will 

be provided when available. Portions, of this document are provided 

pursuant to a petition for confidentiality. 

Witness) Billie J. Richert 

Case No. 2012-00535 
Response to AG 1-162 

Witness: Billie J. Richert 
Page 1 of 1 



r 

&B SLECTR!C CORPCRATION 

February 1,2013 

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

201 Third Street 

Henderson, KY 424 19-0024 
PO BOX 24 

270427-256 1 
w w .  bigrivers.com 

8 

RE: BRELPWNARY RUS Financial and Operating Report Electric Power Supply 

Dear Mr. Vu: 

For your information, enclosed are the preliminary Operating Reports, Parts A, B, C, D, IF 
and I for the year ending December 3 1 , 2012. 

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

Sincerely, 
BIG RIVERS ELECTIUC CORPORATION 

/Billie J. Ri&rt, CPA, CITP 
Vice President Accounting, Rates, and CFO 

BJR/msb 
Enclosures 

- - 
:: 

Case No. 2012-00535 E 

Attachment for Response to AG 1-162 g 
Witness: Bi 

YWT Touchstone Energy" Cooperativ 
< z  , .  

http://bigrivers.com


February 1,201 3 

Page 2 of 2 

C: Big Rivers' Board of Directors 
Chairman - Kentucky Public Service Commission 
James M. Miller, Esq. - Sullivan, Mauntjoy, Stainback & Miller, P.S.C. 
Mr. Gregory Starheim - Kenergy 
Mr. Bums Mercer - Meade County R.E.C.C. 
Mr. G. Kelly Nuckols - Jackson Purchase Energy Corporation 
Ms. Kelli McClellan - EP-MN-WS3C - IJS. Bank Corporate Trust Services 
Mr. Philip G. Kane Jr. - U. S. Bank National Association 
Ms. Suk-Ling Ng - U. S. Rank National Association 
Mr. John List - NRUCFC 
Mr. Mark Glotfelty - Goldman, Sachs & Co. 
Mr. Jeffrey Childs - CoBank, ACE 
Mr. Fil Agusti - Steproe & Johnson, LLP 
Mr. Ryan Baynes - Midwest IS0 
Mr. Jeremy Jenkins - Alcan Primary Products 
Mr. Tim Martin - Ccntury Aluminum 
Mr. Doug Nelson - Wadell & Reed 
Joseph P. Charles - KPMG LLP 
Kevin Lyons - KPMG LLP 
Email only: Farhat.Mustafa@dexia-us.com 
Email only: tbruckman(iii,ambac.com 
Email only: documentmanagement@ambac.com 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page 2 of 106 
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Arcording In ihC Papenwrk ReLhrrrioit Act of 1995. on ogency moy nor rnndurr or sponsor. oiid o pcrson iz nol rcquind io respond io. o cofleoion of 
infirmarion unless it displajs a wlid OM6 conrrol nwnbrr. Thc miid OMB mnrrol number for r h u  wormdon collection i r  OS72.0032 The time 
re9uiredro complete Ihir informcrion rollection is esrimarcd to average 21 hours per mjwme. including t h  t h e  for revinvlng imtmrions. jemhing 
airring d m  sources, aafhezinn oitdmoinlominR the dolo needed. ond complerinn ond rcviminR rhe colleciion oftrlonnofion. 

UNITED STATES DEPARTMENT OF AGRICULTURE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC P O W R  SUPPLY 

LmR(ICTl0hS - See helD in ihe online applicalion 

This inlonnotion is ~ohizcdhnd  iuedro determine Ihe submitter's finanriot siruatian ond 

BORROWER DESIGNATION 

PERJOD ENDED 
December -201 2 
BORROWER N'kVE 

- RURAL UTILXTlES SERVICE KYOO62 

J 

rmlu<onr to provide ihe informruiarr. Tile in/ormoripn pmvidcd is subject to ihr Big Rivers E'ectric Corporation 
(earibhy fir Iobm a h  guaranrees. You arc required by ciniiorr o& opplircjble 

Frr;edom of ln lamdim Act IS U.S.C. SS2i. I -- , <  -~ 
CERTIFICATION 

We recognize that statements contained herein concern a matter within tbe jurisdiction of an agency of tht 
United States and the making of a fslsc, fictitious or fraudulent statement may render the maker subject to 
prosecution under Title SB, United States Code Section 1001. 

We hereby certr3 {hat the enlries in this reporr are in accordance with fhe accounts and other records ofthe system 
indreflect the slurus of the s p e m  to the best o f o w  knowledge and belief 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RUS, WAS IN FORCE 
DPJRIXG THE REPORTING PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL 

POLICIES DURING THE PERIOD COVERED BY TWIS REPORT PURSUANT TO PART 17113 OF 7 
CFR CHAPTER XVlI 

(check one of the following) 

All of the obligations under the RUS loan documcnts - There has been a deFault in the fulfillment of the 
lave been fulfilled in all material respects obligations under thc RUS loan documents. Said 

default@) idan: spccificaily described in Part A Scction 
C o f  this report. 

'1s Financial and Operating Repor$$jectrir Power Supply Revision Date 2010 

Case No. 2012-00535 
Attachment  for Response to AG 1-162 

Witness: Billie J. Richert  
Page 3 of 106 



8 UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 

& 
PERIOD ENDED 

ELECTRIC POWER SUPPLY 
PART A - FINANCIAL Dec-12 

INSTRUCTIONS . See ne10 in the online applicalion 

SECTION A. STATEMENT OF OPERaTlOMS 
YEAR-TO-DATE 

LAST YEAR THIS YEAR BUDGET THIS MONTH 
(c) (d) - -. (4 (b) , ITEM 

1. Electric Energy Revenues 558,372,354.1 3 563,385,13 1.72 614,725,050.00 47.925.748.49 

3. Other Operating Revenue and Income 3,616,877.57 4,957, I 04.0 I 4.01 I.500.00 4 

0.00 0.00 0.00 2. Income From Leased Property (Net) 0.00 

361,084.00 
Total Operation Revenues 8, Patronage 
Capitalfl fhnr 3 561,989.231.70 5 6 W 2 3 5 . 7 3  618,736.550.0.0 . 48,286,832.49 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billlie J. Richert 
Page 4 of 106 

5. Operating ExpeAse - Production - Excluding 

6. . Operating Expense - Production - Fuel 226.229.049.99 226.368.922.34 230,84 I ,  163.00 21,249.081.05 

50,4 10,485.54 ”- 48,054.670.68 54.962.438.00 3.’943,267.47 , Fuel 

, 7. Operating Expense - Other Power Supply , 112,261.892.16 

p4 

8: Operating Expense - Transmission 
9. 0p.erating Expense - RTOllSO 
I O .  Operating Expense - Distribution 
11. Operating Expense - Customer Accounts 
12. Operating Expense - Customer--- 

Information 
13. Operating Expense - Sales 

14. Operatins Expense - Administrative 8 General 

15. Total Operation Expense (5,thru 74) 
16. Maintenance Expense - Production 

17. Maintenance Expense - Transmission 
18. Maintenance Expense - RTOllSO 
19. Maintenance Expense - Distribution 

, 20. Maintenance Expense - General Plan1 
21. Total Maintenance Expense (16 thru 20) 
22. Depreciation and Amortization Expense 
23. Taxes 
24. Interest on Long-Term Debt 

25. Interest Charged to Construction ~ Credit 
26. Other Interest Expense 
27. Asset Retirement Obligations 

29. Total Cost Of Electric Service 

- 

I 28. -0lherDeductions 

(15 + 21 thk 28) 

30. Operating Margins (4 less 29) 

31. Interest Income 
32. Allowance For Funds Used During Construction 
33. Income (Loss) from Equity Investments 
34. Other Non-operating Income (Net) 
35. Generation 8 Transmission Capital Credits 
36. Other Capital Credits and Patronage Dividends 
37. Extraordinary Items 

9.183.058.45 
2.529.53 l,.67 2,262,434.16 2,170,652.00 

0.00 
0.00 

193.126.93 
0.00 0.00 0.00 

2ss.8oa.72 

297,19,1.47 0.00 

63 1,534.63 886,167.75 7 23,774 .OO 
185.003.78 191.205.48 I ,  I O  I .600.00 

- 26.557.23 I .89 26.428.744.85 25.925.640.00 

44,997.07 

2,622,045.28 

427,917,798.1 I 426,073,459.80 462,913,382.00 38,285,567.9 I 
42,XY6,418.40 4 1.169.86 I .77 58,889.72 1 .OO 3.284.826.73 

301.844.41 4.680.625.0 I 4,607,997.64 3,933,069.00 
0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 

140,534.1 1 184,301.57 101 538.00 3 1,439.55 

~~~ 98.389.00- - 3,810.88 885.00 I 0.00 

3,618,110.69 
41,090,390.70 41.910,892.00 3.425.585.83 

45.032,587.45 44,647,132.00 3,798,588.59 

47,717,577.5.2 45,962,160.98 62,924,328.00 
35,406,805.68 

45.7 15, 143.94 

<44.584.00> <548,206.00> <766,677.0@ ~ 6 7 8 ,  I 17.00s 
59.249.64 147,499.02 0.00 46.672.91 

220.434.26 516,328.23 4 15.8 12.00 I2 I.400.56 

556,657,192.1 5 558,089,760.08 612,134,314.00 49,251,342.49 

5,332.039.55 10,252,475.65 6,602,236.00 .c964,510.00> 

963,130.32 6 I .860.00 2 13,475.84 

0.00 0.00 0.00 0.00 

150,516.18 , 

0.00 0.00 0.00 0.00 
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 

0.00 
108,53638 61,485.Oi 33,000.00 2,810.97 

0.00 0.00 0.00 
38. Net Patronage Capital Or Margins 

(30 fhru 37) 5,600,380.59 1 1,277,090.98 6,697,096.00 448,223.19> , 
RUS Financbl and Operating Report Electric Power Supply Part A - Financial Revision Dete 2010 



UNITED STATES DEPARTMENT OF AGRICULTURE 
R U W  UTILITIES SERVICE 

FlNANClAL ARID OBERATfNG REPORT 
ELECTRllC POWER SUPPLY 

PART A - FlNANCtAL 

INSTRUCTIONS - See help in h e  online application 

- -- 
BORROWER DESIGNATION 
WOO62 

PERIOD ENDED 
Dec-12 

2. Construction Work in Progress 

3. Total Utility Plant (f + 2) ~ 

50*813*642.99 - 34. Patronage Capital 
2,050,22 1,698.98 a Assigned and Assignable 

fs+w+27 mru 311 1 1,546,677,921.05 1 (39+ 46 + 49 + 58 thru 60) I 1,546,677,921.05 I 
Revision Date 2010 !US Financlal and Operatlng Report Electric Power Supply Part A - Flnancial 

4. Accum. Provision for Depreciation and I b Retired This year 

Case yo. 201240535 
Attachment f ~ r  Response to AG 1-1162 

Witness: Billie J. Bichert 
Page 5 of 106 

Amort. I 962.994.277.56 c. Retired Prioryears 
5. Net Utitity Plant (3 - 4) 1 1,087,2227,421.42 d. Met Patronage Capital (a-bc) 

1 I 
0.00 

6. Non-Utility Property (Net) 
7. Investments in Subsidiary Companies 
8. Invest. in Assoc. Org. - Patronage Capital 
9. Invest. in Assoc. Org. - Other - General 

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

11. Investments in Economic Development 
Funds 

Projects 

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

(6 thru f3) 

0.00 , 35. Operaling Margins -.Prior Years 4 4  1,898,352.19> 
0.00 36. Operating Margin - Current Year 10,313,960.66 , 

3,682.912.5 1 37. Non-Operating Margins 639,960,667.52 - 
43.840.793.00 38. Other Margins and Equities 6,494,663.802 - 

39. Total Margins 8 Equities 

40. Long-Term Debt - RUS (Net) 2 I0,359.050.37 . 
10,000.00 41. Long-Term Debt - FFB - RUS Guaranteed 0.00 , 

42. Long-Term Debt - Other - RUS 

(33 + 34d thru 38) 402,8811.687.19 0.00 

5,333.85 Guaranteed 0.00 

44. Long-Term Debt - RUS - Econ. Devel. (Net) 0.00 
228,172,477.91 45. Payments - Unapplied 0.00 

180,633,438.55 43. Long-Term Debt - Other (Net) 634,958,421.53 

15. Cash - General Funds 7,3 1 I .28 
16. Cash - Construction Funds - Trustee 0.00 
17. Special Deposits 598,486.43 
18. Temporary Investments. 1 10,165,436.23 
19. Notes Receivable (Net) 0.00 
20. Accounts Receivable - Sales of 

!1. Accounts Receivable - Other (Net) 

I 

Energy (Net) 44.758.033.34 
2,345.619.29 

46. Total Long-Term Debit (40 rlrrrr 44-45) 
47. Obligations Under Capital Leases - 
48. Accumulated Operating Provisions 

49. Total Other Noncurrent Llabiiities 

845,317,471.90 

Noncurrent 0.00 

and Asset Retirement Obligations 21,571,186.78 

(4 7 +48) 21,57 1 ,I 86.78 
50. Notes Payable 0.00 

2. Fuel Stock 34.145.612.19 51. Accounts Payable 
!3. Renewable Energy Credits 0.00 
!4. Materials and Supplies ~ Other 24,957,072.86 52. Current Matmitics Loag.Term Debt 
!5. Prepayments 4.175.473.96 53. Current Maturilies Long-Term Debt 
!6. Other Current and Accrued Assets 1,276.192.74 - Rural Development 
!7. Total Current And Accrued Assets 

[f5 thN 26) 222,429,23832 55. Taxes Accrued 
54. Current Maturities Capital Leases 

18. Unamortized Debt Discount & Extraor. 56. Interest Accrued I 

Prop. Losses - 4,163,614.81 57. Other Current and Accrued Liabilities 

33,012,925.09 

79,926,462.99 

0.00 
0.00 

9G7.205.68 
4,925,038.44 
9,981,629.09 , 

19. Reguiatory Assets 

io. Other Defened Debits 

704,087.08 
58. Total Current & Accrued Liabilities 

3,981.081.51 (50 lhru 57) 128,819.261.29 

,I. Accumulated Deferred Income, Taxes 

,2. Total assets And Other Debits 

0.00 59. Deferred Credits I 148,088,313.89 
60. Accumulated Deferred Income Taxes 0.00 
61. Total Liabilltles and Other Credits i 



- 
BORROWER DESIGNATION 
WOO62 

UNmD STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE I 

I 
E 
1 
I 
> 

i -  

I 

I 

0 
1 
2 

Distribution Borrowers 1 I 1 I I 
Jackson Purchase Energy Corp 1 KYOOZO RQ 124 137 I 123 
Kenergy Corporation KY0065 IF I 
Kenergy Corporation KY0065 LF 
Kenergy Corporation KY0065 RQ 359 372 355 

G&T Borrowers 

Others 

~~ ~ 

Meede County Rural ECC KYOOi 8 RQ I 07 96 86 

- I 
ADM Investor Services os I 
PowerSoulh Energy Coop ALO042 _os- - ~- 

~ 

Henderson Muncipal Power & 
tight os 
Louisville Gas & Electric os I 

op. os 
Midwest Independent Trans Sys 

PJM Interconnection os I 
1 -~ 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page 6 of 106 

-otal for Ultimate Consumer(s) 
-otal for Distribution Borrowers 
-otal for G&T Borrowers 
'otal for Others 
;rand Total 

0 0 0 
570 605 564 

0 0 0 
0 0 0 

570 I 605 I 564 
1 



PERIOD ENDED 

Electricity Sold Revenue Demand Revenue Energy RevenueMher Revenue Total 

t 12 I I 1 0.00 I I 
I I I I 

Case No. 201240535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page7of P O 6  



3 Louisville Gas & Eledric os I 
Midwesl Independent Trans 

4 sys. op. os 
5 Southeastern Power Admin. LF I 

, 6  I 
I I 1 

I 
Total for Distribution Borrowers 0 )  0 1  0 
Total for G&T Borrowers 0 1  0 0 ,  
Total for Others 0 0 0 ,  
Grand Total I 0 0 0 )  

. %  

I 

RUS Flnancial and Opeallng Report Electric Power Supply Revlslon Date 2010 

I 

c 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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lJNlTED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

BORROWER DESIGNATION 
WOO62 I 

Case No. 201240535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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D CPPEadaTlNG REPORT 
ELECTRIC POWER SUPPLY 

INSTRUCTIONS ~ See help In the online applieabon. 

.. 1. , 
PERIOD NAME 
Dec-12 .. F!.‘a. ‘&&j-blbk&&;), - V-T c ;id+%, .. 

Electricity Electricity Electricity 
Purchase Purchased Received Delivered 

( Y W )  ( H I  
(k) 

No. WW 
(I) 

I 

Demand OthW Total 
Charges Energy Charges Charges (I + m + n) 

(I) (m) (n) (0) 

I 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND 0PERATIR)G REPORT 
ELECTRIC POWER SUPPLY 

PART C - SOURCES AND DIStRIBUTION OF ENERGY 

-- 
BORROWER DESIGNATION ;$:, -c ;: I.I .- _L I - , 
KY0062 _. - 1 1 1  ' ~ , 

"! . -,t- . I .  

PERIOD ENDED 
Dec-12 

17. Energy Furnished to Others Without Charge I -.  
I '  

Transmission For or By Others -(Wheeling) 

12. Received Into System - 

13. Delivered Out of System 

18. Energy Used by &,mer (Excluding Station Use) 

19. Total Energy Accounted For (16 fhru 18) 
Losses 

20. Energy Losses - MWh (75minus fg) 

- _ _  _--- 

0.000 . . 

0.000 

I 21. Enerqy Losses - Percentage ((20 divided by 15) 100) I 1.74 % f I 
Revision Date 2010 RUS Financial and Operating Report Electrfc Power Supply - Pari C - Sources end DlstrEbution of Energy 

e Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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RURAL UTILITIES SERVICE 
FIMAMClAL AND OPERATING REPORT 

P Case No. 2012-00535 
Attachment for Response to AC 1-162 
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I 7. IAverageBTU 
8. frotal BTU(lO6) 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page13of 106 

11,810 I 138,0001 0 
32,027,345 I 59,256 I 0 32,086,601 I i 

67,662.564.97 1,355.316.46 0.00 I 

6. hotal 16 2,711,883.6 429.390 .O 14.836.2 1,921.6 .o 8102 

SECTION A. BMLERSlTURBiNES (CONT.) 
UNIT SIZE GROSS BTU 
NO. (kw) GEN.(MWh) PERkWh 

SECTION 8. LABOR REPORT 

NO. (1) (m) (n) (0) NO. ITEM VALUE 
1 

1. 1 250,000 1,769,282.5301 
Vo. Employees Full-Time 

2. 2 242,000 1,456$98.770 ‘lnc. Superintendent) 1 14 
3. 2. No. Employees Part-Time 
4. 3. Total Empi. - Hn. Worked - 
5. -~ 4. Oper. Plant Payroll ($1 - 
6. Total 492,000 3,226,281.300 9,946 5. Maint. Plant Payroll ($) 

lher Accts Plant Payroll r 7. fStalion Service (MWh) 309.595.765 6. 

8. het Generation (MW)  2.9!6.585.535 
9. $tatian Service (%) 9.60i 

SECTION D. COST OF NET ENERGY GENERATED 

SECTION C. FACTORS 8 MAX. DEMAND 

NO. ITEM VALUE 
1. 

Load Factor ( O m )  73.58 
2. kant Facfor (X) 74.65 
3c buming~~ant 

bpacity Factor (‘?A) 88.28 

15 Minute Gmss 
Maximum Demand (kW) 499,181 

4. 

1 

axinurn Demand (kW) 

MILWNET 
AMOUNT ($1 kwh S/ lW mu 

NO PRODUCTlON EXPENSE ACCOUNT NUMBER (a) @I (C) 
1. pperation, SllpeM-sion and Engineering 500 1,592,416.84 
2. Fuel, Coal 501.1 70,228,455.10 2.19 
3. Fuel. oil 5012 1,355,316.46 22.87, 

5. Fuel, Other 504.4 
6. Fuel Sub Total (2 thnr 5) - 501 71,583,771.Sb 24.54 2.23 
7. Bitearn Expenses 502 12,484,072.80 . 8. ECctricExpenses 505 338 1,025.64 
.9. JMiscellanaous Steam Power Expenses 506 1,361.69S.64 
10. Wowances 509 20,697.07 

12. Bon-Fuel Sub Total (1 + 7 thru 11) 18,739907.99 6.43 
13. (om ration Expense (6 + 12) 90,323,679.55 30.97 
14. Maintenance, Supervislon and Engineering 51 0 1$77,071.26 

4. Fuel, Gas 501.3 o.Oo-- 0 

11. Rents 507 1 0.00 

I 15. hlaintenance of Structures 511 1,141.279.38 1 
16. Maintenance of Boiler Plant 51 2 I 7,823.1 1 I .66 

51 3 1,298,038.61 17. Maintenance of Electric Plan1 
18. (Maintenance of Miscellaneous Plant 514 907.969.30 

, 19. )Hsintenance Expense ($4 tiuu 18) L 12,747,47621 4.31 
, 20. Fotal Produdlon Expense (13 + 19) 103,071,155.76 35.34 I 
I 21. Depreciation 403.1 t 7,984,436.78 I 

23. Rota1 Flxt?d Cost (21 + 22) 16.0 16,M I .I4 5.49 

I 

427 8,032,504.36 22. ]Interest 

24. Power Cot3 (20 + 23) I 19,088,096.90 40.83 - 
RUS Financial and Operating Report Electric Power Supply -Part 0 - Steam Plant b v i s b n  Date 2010 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 
PLAHT D - STEAM PLANT r 

!NSTRUCTIONS - See help in the online application. I 
SECTION A. BOlLERSCTURBlNES 

FUEL CONSUMPTION 1 OPERATING HOURS 

UNIT TIMES COAL OIL GAS IN ON OUT OF SERWCE 
NO. STARTED (1000 Us.) (1000 Gals.) (1000 C.F.) OTHER TOTAL SERVICE STANDBY Scheduzd U=ed- 

NO. (a) (b) k) Id) (e) (r) (9) (h) (I) (i) (k) 

3. I I I -_ I I I 
I 15 2,728.242.9 481 654 .O 8,046.9 21.2 335.7 380.2 1. 

2. 

4. I I 1 I I I 

I 138 OOC I I I I 

, 5. I I I I 
6. Rota1 I IS 2,728.242.9 48 I .654 01 8.046 9 1 21.2 335.7) 360.2 

ORROWER DESIGNATION 
YO067 i 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page 14 of 106 
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Z Load Diipatching 1561 

3. Station Expenses 582 

5. Undergmund L i n e  Experr$es 664 

7. sub(O(s1 (f mnJ 6) 

4. Overhead Line Gpenses 563 

6. MisceNineouo  p pen sir; 568 
. -  -~ 

8. Trinsmission of Electticity by Others 565 

c 

. .. . 
3.966.746.03 1 .  .. . 

I 773.023 44 

975,572.46 . , , .. . . .  

257.940.64 412,848.95 

5.465.495.20 I 1.546.476.76 J 

. , - . .  
0.00 

._ .. . . 

3,082,092.77 . r ... 
e. Rents 
70. ToFi Transmission operetion ( 7 thru gj . ,  

31. Supe&isiDn ond Engindng 
Tmnsmlsskm Maintenance 

,567 0.00 24,701.16 

8.547.587.97 i.571.177.92 

568 239.482.V 204.791.15 

28. Interest - Transmissioh 
29. lnleresl - Oisb'llrulion 

30. Total Tmnwnisslon (?b + 26 + 24) 

31. Total Oiskibution (24+27+2#) 

427 2.732.553.43 3,230273.58 
427 0.00 0.M) 

15.461.912.27 9.872,70261 

. . . . .  0.00 0.00 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
Page 16 of 106 

32. Tom1 Lima And S(BIlOri6 (2f + 30,311 
SECTION 8. FACIMES IN SERVICE 

TRANSMISSION LINES I SUBSTATIONS 

. I 17.724.347 03 I 9.872.702 6'1 
SECTION C. LABOR AND MATERlAL SUMUARY 

I Number of hmplqrrs I 52 
VOLTAGE(kV) I MILES I TYPE - I CAPACfTY (kVA) ITEM 1 L I \ z s  STATlOXS 

I I I I I I 'I 

1$9 kV 
2.345 kV 
3.q4 kV 

4;161 kV 

2. O w .  L a b  1.555.833.83 936,457.33 833.20 
68.40 13. I)isn. lines 
14.40 3. Main\. labor 1,326,568.86 ~,468,s75.31 

349.60 14. l'ofnl rtZ + I$ , 1.265.60 4. Oprr. Mamid 9.254.18890 634.720.59 

0 ~ _ _ ~  
> 

5. 
6. 

7. 

8. 

9. 

10. 

. IS Stcq 4p a! Gauadng 
Plans 1.879.800 5. Maim. MaIrmI 1.014.146.59 798,626.88 

SECTOX D.ObiACE5 

'16. Tnmission 3.540.000 - - ~ - .  
I. Sola1 66,2S€J 60 

17. Disvibution 0 

11. I 
12. Tots1 (r mnr I?) 1 1.16560 

2. .4tg No. DISI Cons. Smcd 112.687 W 
18.Totsl~5/krul7/ 5,419,800 3. Avg NO. H U U ~ O U I  PnConr I 0 59 
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W ELECTRIC CORPORATION 

L 

May 3,2010 

ull Thhd Street 
P.O. b% 24 
Hendenon, KY 4241 9#2d 
270827-2561 
w. blgrivers.com 

C 

B 
;1 

.; 
t 
z 

Attachment for Response to AG 1-162 5 
170f 106s 

Case No. 201240535 

Witness: Billie J. Richert 
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Witness: Billie J. Richert 
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Case No. 2012-00535 
Attachment for Response to AG 11-162 

Witness: Billie J. Richert 
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Witness: Billie 9. Richert 
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base No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Witness: Billie J. Bichert 
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Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Attachment for Response to AG 1-162 

Witness: Billie J. Bichert 
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Witness: Billie J. Richert 
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IJNITW STATES DEPARTMENTOF AGRICULTURE 
RURAL UTlLCmES SERVICE 

OPERATING REPORT 
SOURCE$ AND DllSIWBIUTIIOW OF ENERGY 

SOURCES OF ENERGY 

I 51 l.SS9.0001 
7. TOTAL in Own Plant (slun qf/jms I fh 6) 

Witness: Billie J. Richert 
Page29of 106 



OPERATING REPORT - 
STEAM PLANT 

Case No. 2012-00535 
Attachment fo& Response to AG 1-162 

Witness: Billie J. Richest 
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R l I R A h  UTII.iTIES SERVICE 

OPERATING REPORT - 

!CHON EYPENSE 

RUS Fonn 12d 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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OPERATING REPORT - 
STEAM PLANT 

RUS Form IM 

Case No. 2012-00535 
Attachment for Response tZAG 1-162 

Witness: Billie J. Richert 
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Witness: Billie J. Richest 
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OPERATING REPORT - W 

Attachment for Response to AG.1-162 
Witness: Biilie 9. Richert 
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Case No. 2012-00535' 
Attachment for Response to AG &-162 

Witness: Billie J. Richert 
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Case No. 2012-00535 
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Witness: Billie J. Richert 
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Witness: Billie J. Richert 
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ELECTRIC CORPORATION i 

201 Third Street 
P.O. Box 24 
Hendenon. KY a24 19-0024 

www.biQriven .corn 
270827-256 I 

! 

FINAL 
I 
I 29,201 1 

MB. Victor T. Vu 
Director, Power Supply Division 
USDrnUS 
1400 Independence Avenue, SW, Stop 1561 
Washington, BC 20250 I568 

RE: wus Form 12 

I 

I 
i 

Dear Mr. Vu: B, 
Enclosed is the original signed Ceriificration page of h e  elecmaicatly submitted ~slnual 
Operating Reports, Form 12% b, c, d, f, h, and i for the year ending December 3 1,20 IO. I 
A CQPY ofthis Form 12 filing has been mailed t~ each of the parties listed betow. I 

1 

If you have any questions, please-let me know. 

Sincerely, 
I BIG RIVERS EEECmC CQRIPQRATIQN 

r 
Case No. 2012-00535 

Attachment for Response to AG 1-162 t 
Witness: Billie 9. Richert t 
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April 29,201 1 

Page 2 of 2 

1 

c Big Jtivers' Board of Directors 
Chahnan - Kentucky Public Service Commission 
Jeff Cline - Kentucky Public Savi= Commission 
James M. Miller, Esq. - Sullivan, Mountjoy, Stainback t% MWler, P.S.C. 
Mi. Sandy Novick - Kenergy 
Mr. Buras Mercer - hade County R.E.C.C. 
Mr. G. KeJly Nuckols - Jackson Purchase Energy Corparation 
Mr. &co %ni W-Iwhl-ws3c - U.S. 
M. Philip G. h e  Jr. - U. S. Bank NBtiond Association 
Ms. Sdc-Ling Ng - U. S. Bank National Association 
Mr. Job List - NRUCFC 
Mr. Mark Olotfelty - Goldman, Sachs 6t Co. 
Mr. Jeffrey Childs - CoBank, ACB 
Mr. Fil Aglasti - Steptoe & Johnson, LLP 

. 

Mr. Dennis M. Pidhemy - Global Utilities - AMBAC 
IuIr. Ryan Baynes - Midwest IS0 
Mr. Jeremy Jenkins - Alcan Primary Products 
Mr. Tim Mastin - Century Alminuna 
Mr. Doug Nelson, Wsdell dk Reed 
Mr. Chuck Jacobs, RRJ Energy Services, LLC 
Email only: C ~ . S t P u c t ~ ~ F i ~ ~ d e ~ a - u s . c o m  

National Association 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Witness: Billie J. Richert 
Page49of 106 



c 

ed Case No. 2012-005 1 5 
l n 

Page 50 of IO6 



Uergins for Interest Ratio (MFt) 9.15 

:energy "IF" Contract termination date ts March 34,209 1. 

F@t.etn& ts RUS Form X!h, Section H 

- 
I June, 2010, $833 million of the Ohio County of Kentucky Note, Series 2WlA was refunded with 
w e d s  of the Ohio County of Kentucky Note, Series 201OA. 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Bichert 
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Case No. 201240535 
Attachment for Response td AG 1-162 

Witness: Billie J. Bichert 
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Case No. 201240535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Case No. 2012-00535 
Attachment for Response to AG 2-162 

Witness: Billie J. Richest 
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Witness: Billie J. Richest 
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Case NO. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Case No. 201240535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
WnUPaFk@8' 57 of 106 



I 
I 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Case No. 2012-00535 

Attachment for Resporase..to AG 1-162 
Witness: Billie J. Riclhert 
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Witness: Billie J. Richert 
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Witness: Billie J. Richert 
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RURAL unmo SERVICE 

occewmr. XOIO 

Case NO. 2012-00535 
Attachment for Response to AG 1-162 

Witmss: Billie J. Richert 
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Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Case &. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Bichert 
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Case No. 2012-00535 
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Witness: Billie J. Richert 
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Case No. 2012-00535 

Attachment for Response to AG 1-162 
Witness: Billie J. Richert 
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CONFIDENTIAL CONFIDENTIAL 

W O D  ENDED 
December. 2010 

P 
Submitted with 
Petition for Canfidentiall Treatment 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Attachment for Response to AG 1-162 

Witness: Billlie J. Richert 
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Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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Witness: Billie J. Richert 
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Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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ELECTRIC CORPORATION 

. 20tThiiSheet' . 
P.O. Box 24 
Hendenan; KY 4241 94024 

w. bigriven.com 
270827-2561 

A M  2,2012 

W, Victor T. Vu 
Director, Power Supply Division 
USDNRUS 
1400 Independence Avehue, SW, Stop 1568 
Washington, DC 20250 1568 

R E  RUSFOR~ 12 

Enclosed is the original Signed &&fication page ofthe electronicallry submitted &md 
Oprathg Rvm, Pat% A, B, C, B, IF, and I fortheywending Bxxxnbef 31,2Qll. 

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

If you have anry-quststions, please contact Donnat Windbus, Manager O e n d  
Accounthg at (270) 8@-6167. 

ii Case No. 2012-00535 3 

Attachment for Response to AG 1-162 f 
Witness: Billie J. Richert 1 

Page 77 of 106 L $ 
a 

http://bigriven.com


,-I 2,2012 

Page 2 of2 

C: Big fpivars' Board of Dhwtcas 

J@Cliae - Kentucb Public S d c e  Cionamidon 
James M. Miller, Ekq. - S u m  Mountjoy, Stainl4& dz Miller, P.S.C. 

Mr- Btms Mercer - M& 
Mr. G. Kelly Nwbls - Jackson Pm-imseEirergyx'A~tion 
MS. € M i  McCie~m - EP-MN-WS3C - US. Bank Corp& T m  S & m  
M .  Philip 0. Kane Jr. - U. S. Bank National himciation 
Ms. Sa-Ling Ng - U. S. B& National &sociation 
kfr. John List - WUCFC 
Mr. Mark Glotfelty - Goldmtsn, Sa& C Co. 
Mr. J e e y  CMds - COBank, ACB 
Mr. Fil agusti - steptoe BP: J5- LLP 
Mr, Ryan Baynes - Midwest IS0 
M. Jeremy Jenkin!i - Aimn Brimary Roducts 
&. Tim Nlartin - CenaprY Alhm 

Jowh P. Chaph - KPMG U P  
Scoot A. HetiSa - KPMG 4 P  

C b  - Kermtacky public Sf&- C-Q~ 

hh. S d y  Noviok - K- 
R.E.C.C. 

Mr. Doug Nelson - Wtadell & Reed 

Kevin Lyons -KPMG LLP 
E d 1  only: CRM.$bnrctuPe&inan~d-us.mm 
E ~ t  only: $bruclcamkbac.wm 
Email only: document-mamgesnent@ambac.com 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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< Rcyisfon Date 2010 

Case No. 2812-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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RURAL LrnLlNES SERVICE 

December, 2011 

Case No. 201240535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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U N W  n A M 5  DWARTMEhTOF AGRlCOLfuRE 

RURAL V n U N s  SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FLNANCIAL 

BORROWER DESlGNATldN 
KY0062 

PEiUOD ENDED 
December, 2011 

P 

maBIHEEf 
W I L m  AND OnrEPrcREDrn 

38 9,820.Sl5 

- -  
r Property And lnvcstmentr 

1 

. .  n 
RUS lPlnnncfe1 and CDpemtCug Report M e  P o w  Snppfy - Pert A -Fi inefnl  

attachment for ~ s s  
Witness: Billie J. Richert 
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Margifts For Inkpest Ratio (MFIR) 4.12 
I I 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

WitfWkWBBM J. Richert 
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ISM062 

December, 2011 

Intrnbeoged Power I 

10. R I k d  Out of SynSm (es) 
I 1. Net IofermOni?e (9 - IB) u 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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RUS Flaaaciel and Opemtlag Wprt E k k k  Pmrr LppQ-Pan B - Steam Pkm Rnbim Dab 2QIO 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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0. Emplayes Full-Time 

e 

RUS Pinnacial a d  Operating Repwt ElerMc Pawof Sup& - Pan D - Steam &at RCVWDI) Date 2080 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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RURAL UTJLITIEE SERVICE 
FINANCIAL AND opERAl7h’C REPORT 

ELECTRiC POWER SUPPLY 

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie 9. Richert 
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RUS Finnciel and Qpbratfftg Report Elrctrlr Power S~pply - Part D - Sttsm Plnnt ReHlbn Date MI0 

Case No. 2012-00535 
Attachment for Resp.onse to AG 1-162 

Witness: Billie J. Richest 
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FINANCIAL AJVD WERATING RElpoRT 
IELECI'RIC POWER SUPPLY 

PART B IC - INTERNAL COlblWSTION PLANT 
December, 2011 

RUS Piaeacial a d  OpemttPg Repwt Electric Power Supply - Part F €C - Inhnnl Combustiom IRwLriDa ~ t e z o I 0  

Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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FtNANCIAE AND OPERATING R E I "  
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Witness: Billie J. Richert 
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Attachment for Response to AG 1-162 
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Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: BitUhlLbelert 
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$4 Case No. 2012-00535 
Attachment for Response to AG 1-162 

Witness: Billie J. Richert 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

1 I tem 163) Provide documents which show draws by Big Rivers on its 

2 revolving credit facilities with CoBank and @F@ over the past 18 

3 months. 

4 

5 Response)  Please see attachment. 

6 

7 Witness) Billie J. Richert 

Case No. 2012-08535 
Response to AG 1-163 

Witness: Billie J .  Richert 
Page 1 of 1 



--_ .- . .---l-l-~ll-l 
Funds Tms& Depanment Phone: (800) 731-2265 option 8 
1 Main Strcct Pax: (1112) 465-0639 
Hwnsvillt, r'N 47708 Vebsit e: ~ww.oldnational.com 

Big Rivers D8 
GENE%AL,T?UNDS 
201 3RD ST 
HENDERSON RY 42420-2979 

D A m  07/0212012 mcIuNT: 25,000,000.00 

GFX REF#: 20121840017700 
L W  #: 20120702111QGC03coO2XZt( O-MW: 20 LZ0702LLLl't135~#:oU0(f4~0702094l~lY)3 

Additionalpayment dekrils are shown bduw: 

ORIGINATOR (ORG): ,Viuna: NATKONAL fiuRAL UTILITIES 
Adduess: COOPERATIVB FLNANCE CORPORATION 
2070 1 COOYLIW~NE WAY 
DULL33 VA201GG- 

BENEFICIARY @NI?): Name: BIG RNtiRS E C Acct.#: r(*xxxx5559 
Address: 

BENEFICIARY'S PI (IIBK): Name: ABA: 

Case No. 2012-00535 
Response to AG 1-1 63 
Vitness: Billie J. Richert 
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BIG RIVERS ELECTRIC CORPORATION 
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4 

5 
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7 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 ,  2013 

February 28, 2013 

Item 164) Provide documents which identify and show the purpose 

and amounts of all asset reclassifications between accounts since 

consummation of the ccUnwind” transaction in Docket No. 2007- 

00455, over $25,000 in amount. 

Response) Attached is a copy of the journal entry used to reclassify assets 

from Account 104 - Electric Plant Leased to Others to Account 101 - Plant 

in Service. This is the only reclassification of assets between accounts since 

the Consummation of the “Unwind” transaction. 

Witness) Billie .J. Richert 

Case No. 2012-00535 
Response to AG 1 - 1 6 4  

Witness: Billie J .  Richert 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
JUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 28, 2013 

Item 165) Provide fiscal year end budget and budget variance 

reports, since 2008. 

Response) Please see the budget variance reports for fiscal years ending 

12/31/2012, 12/31/2011 and 12/31/2010 on the attached 

CONFIDENTIAL and PUBLIC CDs. Please note that the retention period for 

budget variance reports is 3 years. These reports for the fiscal years ending 

12/31/2009 and 12/31/2008 no longer exist. 

Witness) DeAnna M. Speed 

Case No. 2012-00535 
Response to AG 1-165 

Witness: DeAnna M. Speed 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

1 
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5 
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10 

11 
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1 3  

APPLICATION OF BIG RIVERS ELECTRIC CORPOIUTIQN 
pi A GENERAL ADSUSTMENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 , 2 0 1 3  

Item 166) Provide a copy of each drafl budget provided to the 

smelters under the terms of the smelter agreements, since 201 0. 

a. Provide copies of all correspondence, emails, etc. between 

Big Rivers and the smelters regarding those drafC budgets. 

Response) Copies of the draft and final budgets and related 

correspondence that were provided to the smelters under the terms of the 

smelter agreements for each year 2010-2013 are attached. Any such 

correspondence is contained within the attachments an the CONFIDENTIAL 

CD. 

Witness) DeAnna M. Speed 

Case No. 2012-00535 
Response to AG 1-166 

Witness: DeAnna M. Speed 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 
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10 
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APPLICATION OF BIG RIVERS ELECTRIC CORPOIiATION 
FOR A GENEWL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 ,  2013 

I tem 167) Please provide copies of the summary results of all 

Financial Model runs provided to the Big Rivers Board of Directors in 

the period January 1,2012 to current. 

Response) Please reference AG- 154 for the presentation of t-he 20 13 budget 

and 2014-2016 financial plans that were provided to Big Rivers’ Board of 

Directors in November of 2012. Copies of all other summary results of 

Financial Mbdel runs are provided with a petition for confidential treatment 

on the CONFIDENTIAL CDs accompanying these responses. 

Witnesses) DeAnna M. Speed, Travis A. Siewert, Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-167 

Witnesses: DeAnna M. Speed, Travis A. Siewert, Robert W. Berry 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN FUiTES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14 ,  2013 

February 2 8 ,  2013 

Item 168) Please provide copies of the summary rem Its of all 

Financial Model runs provided to the Big Rivers senior management in 

the period January 1,  2012 to current. 

Response) Please reference AG 1- 167 for the confidential summary results 

of all Financial Model runs provided to the Big Rivers senior management in 

the period January 1, 2012 to current. 

Witnesses) DeAnna M. Speed, Travis A. Siewert, Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-168  

Witnesses: DeAnna M. Speed, Travis A. Siewert, Robert W. Berry 
Page 1 of 1 





BIG W E R S  ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATI 
FOR A GENEEUL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 2 8 ,  2013 

Item 169) Please provide documents which show the monthZy balance 

of the Economic Reserve beginning with the consummation of the 

“Unwind” transaction to the current date. 

Response) Documents which show the monthly balance of the Economic 

Reserve from September 2009 through January 2013 are attached to this 

response. 

Witness) Billie J .  Richert 

Case No. 2012-00535 
Response to AG 1-169 

Witness: Billie J .  Richert 
Page 1 of 1 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
July 31,2009 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued interest 

Total 

$0.00 
0.00 
0.00 

interest Accrued 
Gross 14,506.94 

Net Interest Accrued 1 4,506.94 
(Premium) Amortization 0.00 

interest Received 14,506.94 

Withdraws 157,000,000.00 

Ending Balance 
Principal 
Accrued interest 

Total 

157,014,506.94 
0.00 

$1 57,014,506.94 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 1 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
August 31,2009 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 

$157,014,506.94 
0.00 

1 57,014,506.94 

25,604.83 
(Premium) Amortization 0.00 

Net Interest Accrued 25,604.83 

interest Received 25,604.83 

Withdraws (997,849.55) 

Ending Baiance 
Principal 
Accrued interest 

Total 

156,042,262.22 
0.00 

$1 56,042,262.22 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 2 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
September 30,2009 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

$1 56,042,262.22 
0.00 

156,042,262.22 

interest Accrued 
Gross 125,021 "58 
(Premium ) Amortization (44,724.05) 

Net Interest Accrued 80,297.53 

Interest Received (324,734.08) 

Withdraws (2,114,928.26) 

Ending Eaiance 
Principal 
Accrued interest 

Total 

153,557,875.83 
44 9,755.66 

$154,007,631.49 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 3 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Manthly Balances 

Reserve Funds Summary 
October 31,2009 

Economic 
Reserve 

Beginning Balance 
Principal $1 53,557,875.83 
Accrued interest 

Total 
449,755.66 

154.007.631.49 

Interest Accrued 
Gross 194,304.29 
(Premium) Amortization (67,085.53) 

1 27,2 1 8.76 Net Interest Accrued 

interest Received 329,2? 2.68 

Withdraws ( 1,762,784.73) 

Ending Baiance 
Principal 
Accrued Interest 

Total 

152,057,218.45 
31 4,847.07 

$1 52,372,065.52 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 4 of 43 



Big Rivers Electric Corporation 
Case No. 2812-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
November 30,2009 

Economic 
Reserve 

Beginning Balance 
Principal $152,057,218.45 
Accrued lnterest 3 14,847.07 

Total 152,372,065.52 

interest Accrued 
Gross 194,730.02 
(Premium) Amortization (67,085.53) 

Net Interest Accrued 127,644.49 

interest Received 3.998.46 

Withdraws (2,226,262.81 ) 

Ending Balance 
Principal 
Accrued Interest 

Total 

14 9,767,868.57 
505,578.63 

$150,273,447.20 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 5 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
December 31,2009 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued interest 

Total 

$1 49,767,868.57 
505,578.63 

150.273.447.20 

interest Accrued 
Gross 194,145.85 
(Premium) Amortization (67,085.53) 

Net Interest Accrued 127,060.32 

interest Received 3,396. I 6 

Withdraws (2,092,412.12) 

Ending Bafance 
Principal 
Accrued Interest 

Total 

147,611,767.08 
696,328.32 

$148,308,095.40 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 6 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
January 31,201 0 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Bafance 
Principal 
Accrued interest 

TGta I 

$147,611,767.08 
696,328.32 

148,308,095.40 

193,342.69 
(67,085.53) 
126,257.16 

600,523.96 

(3,340J74.33) 

144,804,431.18 
289,147.05 

$145,093,578.23 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Bichert 
Page 7 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
February 28,2810 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

$144,804,431 .I8 
289,147.05 

145,093,578.23 

interest Accrued 
Gross 192,233.51 
(Premium) Amortization (67,085.53) 

Net interest Accrued 125,147.98 

interest Received 7,686.31 

Withdraws (3,493,646. ‘I 7) 

Ending Baiance 
Principal 
Accrued Interest 

Total 

141,245,185.79 
479,694.25 

$14 1,724,880.04 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 8 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
March 31,2010 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

Interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

$141,245,185.79 
479,694.25 

141,724,880.04 

192,312.36 
(67,08553) 
1 25,226.83 

24,301.49 

(2,331,172.03) 

136,871,229.72 
647,705.12 

$1 39.51 8.934.84 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 9 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
April 30,20110 

Economic 
Reserve 

Beginning Eaiance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

Interest Receiwed 

Withdraws 

Ending Bafance 
Principal 
Accrued Interest 

Total 

$138,871,229.72 
647.705.12 

1 39,5 1 8; 934.84 

1 9231 4.17 
(67,16 1.29) 
125,752.88 

333,194.40 

(2,548,976.77) 

136,588,286.06 
507,424.89 

$1 37.095.71 0.95 

Case No. 2022-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 10 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
May 31,2010 

Economic 
Reserve 

Beginning Balance 
Principal $136,588,286.06 
Accrued Interest 507,424.89 

Total 137,095,710.95 

interest Accrued 
Gross 195,768.19 
(Premium) Amortization (67,388.56) 

Net Interest Accrued 128,379.63 

interest Received 11,083.67 

Withdraws (1,721,02 1 .SO) 

Ending Balance 
Principal 
Accrued interest 

Total 

134,810,959.57 
692,109.41 

$135,503,068.98 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 11 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
June 30,2010 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

WithdrrPWS 

Ending Balance 
Principal 
Accrued Interest 

Total 

$134,810,959.57 
692,109.41 

135,503,068.96 

195,931.55 
(67,388.58) 
128.542.99 

2,094.85 

(2,138,487.78) 

685,946.1 1 
$133,493,124.1 9 

Case No. 2012-00536 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 12 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
July 31,2010 

Economic 
Reserve 

5eginning Balance 
Principal 
Accrued interest 

Total 

$1 32,607,178.08 
885,946.1 1 

133.493.124.19 

interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

176,210.75 

105,347.69 
- (70,863.06) 

795,923.29 

(2,537,655.00) 

130,794,583.31 
266.233.57 - 7 -  - 

$1 31,060,816.88 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 13 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
August 31,2010 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

$1 30,794,583.31 
266,233.57 

131,060,816.88 

interest Accrued 
Gross 178,461.61 

Net interest Accrued 104,124.06 
(Premium) Amortization (74,337.55) 

Interest Received 3,264.00 

Withdram (2,108,974.87) 

Ending Baiance 
Principal 
Accrued interest 

Total 

128,614,534.89 
441,43 1.18 

$129,055,966.07 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 14 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
September 30,2010 

Economic 
Reserve 

Beginning Bafance 
Principal 
Accrued Interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

128,6 14,534.89 
441,431 .I 6 

129,055,966.07 

177,528.01 
(74,273.04) 
103,254.97 

25,375.58 

(2,344,264.95) 

126,221,372.48 
593,583.61 

$1 26,8 14,956.09 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 15 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
October 31,2010 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued Interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Weceiwed 

Withdraws 

Ending Baiance 
Principal 
Accrued interest 

Total 

$126,221,372.48 
593,583.61 

126 , 81 4,956.09 

170,423.70 
(72,402.25) 
98,021.45 

424,277.39 

(1,945,562.88) 

124,627,684.74 
339,729.92 

$124.967.4 14.66 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 16 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
November 30,2010 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

124,627,684.74 
339,729.92 

124,967,414.66 

Interest Accrued 
Gross 168,444.70 
(Premium) Amortization (72,402.25) 

Net interest Accrued 96.042.45 

Interest Received 30.145.75 

Withdraws (2,038,804.24) 

Ending Balance 
Principal 
Accrued interest 

Total 

122,546,624.00 
478,028.87 

$123,024,652.87 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 17 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
December 31,2010 

Economic 
Reserve 

Beginning Bafance 
Principal 
Accrued interest 

Total 
478,028.87 

123.024.652.87 

interest Accrued 
Gross 168,168.59 
(Premium) Amortization (72,402.25) 

Net Interest Accrued 95,766.34 

interest Received 1,744.64 

Withdraws (1,900,660.45) 

Ending Balance 
Principal 
Accrued interest 

Total 

120,575,305.94 
644,4 52.82 

$121,219,758.76 

Case No. 2012-00535 
Attachment €or Response to AG 1-169 

Witness: Billie J. Richert 
Page 18 of 43 



Big Rivers Electric Corporation 
Case No. 2012-80535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
January 31,201 I 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

120,575,305.94 
644,4 52.62 

121,219,758.76 

interest Accrued 
Gross 164,158.1 1 
(Premium) Amortization (72,228.83) 

Net Interest Accrued 92,929.28 

interest Received 526,115.50 

Withdraws (2,452,455.38) 

Ending Balance 
Principal 
Accrued Interest 

Total 

11 8,576,737.23 
282,495.43 

$1 18,859,232.66 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 19 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
February 28,2011 

Economic 
Reserve 

Beginning Eaiance 
Principal 
Accrued Interest 

Total 

$1 18,576,737.23 
282,495.43 

118,859,232.66 

interest Accrued 
Gross 156,464.71 
(Premium) Amortization (71,968.73) 

Net interest Accrued 84'4 95.98 

interest Received 1.751.18 

Withdraws (Z ,675,044.69) 

Ending Balance 
Principal 
Accrued Interest 

Total 

116,831,474.99 
437,208.96 

$1 ?7,268,683.95 

Case No. 2012-00536 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 20 of 43 



Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
March 31,2011 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

$1 16,831,474.99 
437,208.96 

11 7.268.683.95 

interest Accrued 
Gross 158,201.99 
(Premium) Amortization (71,968.73) 

Net Interest Accrued 86,233.26 

interest Received 1,488 46 

Withdraws (1,799,599.55) 

Ending Bafance 
Principal 
Accrued Interest 

Total 

114,961,365.17 
593,922.49 

$1 15,555,317.66 - 

Case No. 2012-00535 
Aetachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
April 30, 2011 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

$1 14,961,395.17 
593,922.4 9 

115.555.317.66 

Interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

Interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

144,538 45 
(61,299.96) 
83,238.49 

406,942.74 

(2,351,309.39) 

112,955,728.56 
331 -518.20 

1 -  - - -  _ _  
$1 13,287,246.76 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
May 31,2011 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

Interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

112,955,728.56 
33131 8.20 

11 3,287,246.76 

132,508.83 
(50,631.06) 
81,877.77 

29,160.92 

(1,501,461.99) 

11 1,432,796.43 
434,866.1 1 

$1 11,867,662.54 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Riehert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Resenre Funds Summary 
June 30,2011 

Economic 
Resenre 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued lnterest 

Total 

$1 11,432,796.43 
434,866.11 

11 1,867,662.54 

132,1? 7.22 
(50,631.06) 
81,486.16 

644.31 

(2,001,041 34) 

109,381,767.74 
566,339.02 

$1 09.948.1 06.76 

Case No. 2012-00535 
Attachment for Response io AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
July 31, 201 1 

Economic 
Reserve 

5eginning Balance 
Principal 
Accrued Interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

interest Received 

Withdmw~~ 

Ending Baiance 
Principal 
Accrued Interest 

Total 

$109,381,767.74 
566,339.02 

109,948,106.76 

119,553.51 
(42,285.33) 
77,268.18 

4 16,943.1 0 

(1,752,009.27) 

108,004,416.24 
268,949.43 

$1 08.273.365.67 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
August 31,201 1 

Economic 
Reserve 

5eginning Balance 
Principal $108,004,416.24 
Accrued Interest 268,949.43 

Total 108,273,365.67 

interest Accrued 
Gross 94,834.32 
(Premium) Amortization (29,766.69) 

Net Interest Accrued 65,067.63 

interest Received 90,894.75 

Withdraws (1,821,972.70) 

Ending Balance 
Principal 
Accrued Interest 

Total 

I 06,243,571.60 
272,889.00 

$I 06,s 1 6,460.60 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic R,eserve Monthly Balances 

Reserve Funds Summary 
September 30,2011 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

Interest Received 

Withdraws 

Ending Bafance 
Principal 
Accrued interest 

Total 

$1 06,243,571 “65 
272,889.05 

106,516,460.60 

96,740.57 
(29,766.69) 
66,973.86 

767.66 

(I ,953,860.56) 

104,260,712.01 
368,861.91 

$1 04.629.573.92 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
October 31,281 1 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

$1 O4,260,712.01 
368.861.91 

104,629:573.92 

84,819.83 
(22,632.1 9) 
62,187.64 

interest Receiwed 255,481 43 

Withdraws (1,545,661.58) 

Ending Balance 
Principal 
Accrued interest 

Total 
198,200.31 

$1 03.146.099.98 

Case No. 2012-00535 
Attachment for Response ta AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
November 30,2011 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued interest 

Total 

$1 02,947,899.67 
198,200.31 

103,146,099.98 

interest Accrued 
Gross 76,464.57 

Net Interest Accrued 60,966.83 
(Premium) Amortization (1 5,497.74) 

interest Received 54,970.82 

Withdraws (1,459,313.92) 

Ending Baiance 
Principal 
Accrued Interest 

Total 

101,528,058.83 
219.694.06 

~ - I - -  - - -  
$ I  01,747,752.89 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
December 31,201 I 

Economic 
Reserve 

Beginning Baiance 
Principal 
Accrued interest 

Total 

$101,528,058.83 
21 9,694.06 

101,747,752.89 

interest Accrued 
Gross 72,551.30 

Net interest Accrued 57,053.56 
(Premium) Amortization (1 5,497.74) 

interest Received 1,328 38 

Withdraws (1,203,623.25) 

Ending M a n c e  
Principal 
Accrued Interest 

Total 

100,310,266.22 
290,916.98 

$100,601,183.20 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
January 31,201 2 

Economic 
Reserve 

Beginning Batance 
Principal 
Accrued interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 
Net Interest Accrued 

interest Received 

Wihdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

$1 00,310,266.22 
290,916.98 

100,601,183.20 

64,889.38 
(1 2,60 1.77) 
52,287.61 

204,360.6 1 

(1,741,389.60) 

98,760,635.46 
151,445.55 

$98,912,081.01 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: "Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
February 29,2012 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued interest 

Total 

$98,760,635.46 
151,445.55 

98,912,08 1.01 

interest Accrued 
Gross 57,808.61 
(Premium) Amortization (1 1,360.67) 

Net Interest Accrued 46,447.94 

interest Received 65,418.45 

Withdraws (I ,620,287.22) 

Ending Balance 
Principal 
Accrued Interest 

Total 
143,835.71 

$97.138.241.73 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
March 31,2012 

Economic 
Reserve 

5eginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

$96,994,406.02 
143,835.71 

97,138,241.73 

56,879.1 0 
(1 1,564.56) 
45,314.54 

(15,132.78) 

(1,640,240.32) 

95,327,468.36 
215,847.59 

$95,543,315.95 

Case No. 2012-00535 
Attachment for Response to AG 2-169 

Witness: Billie J. Rickert 
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Big Rivers Electric Corporation 
Case No. 2012-80535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
April 30, 2012 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued interest 

Total 

$95,327,468.36 
215,847.59 

95,543,315.95 

54439.88 
(1 1 ,070.28) 
43.369.60 

65,142.38 

( I  ,708,652.00) 

93,672,888.46 
205,145.09 

$93.878.033.55 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
May 31,2012 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

$93,672,888.46 
205,145.09 

93,878,033.55 

42,180.03 
(9,138.42) 
33,041.61 

70,509.19 

(1,657,615.04) 

92,076,644.1 9 
176,815.93 

$92,253,460.12 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Rig Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
June 30,2012 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued interest 

Total 

$92,076,644.19 
176,8? 5.93 

92,253,460.12 

43,431 .I3 
(8,986.90) 
34,444.23 

32,406.13 

(1,946,348.29) 

90,153,715.13 
I 87,840.93 

$90,341,556.06 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
July 31,201 2 

Economic 
Reserve 

&ginning Balance 
Principal 
Accrued interest 

Total 

Interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued interest 

Total 

$90,153,715.13 
187,84033 

90,341,556.06 

38,509.22 

30,969.75 
(7,539.47) 

137,689.82 

(1,971,823.94) 

88,312,041.54 
88,660.33 

$88,400,701.87 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Resewe Funds Summary 
August 31,2012 

Economic 
Reserve 

5eginning Balance 
Principal 
Accrued Interest 

Total 

Interest Accrued 
Gross 

$68,3 12 , 04 1 " 5 4  
88,660.33 

68,400,701.87 - 
39,034.96 

(Premium) Amortization (7,479.25) 
Net Interest Accrued 31,555.71 

interest Received 59,639.41 

Withdraws (1 ,755,392.39) 

Ending Balance 
Principal 
Accrued interest 

Total 

86,608,809.31 
68.055.88 

- - 7 -  ~ - -  

$66,676,865.1 9 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
September 30,2012 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

$86,608,809.31 
68.055.88 

86,6761865.19 

interest Accrued 
Gross 38,872.79 
(Premium) Amortization (7,479.25) 

Net interest Accrued 31,393.54 

Interest Received 606.13 

Withdraws (1,790,954.79) 

Ending Baiance 
Principal 
Accrued Interest 

Total 

84,810,981.40 
106,322.54 

$84.91 7.303.94 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
Page 39 of 43 



Big Rivers Ellectric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
October 31,201 2 

Economic 
Reserve 

Beginning BaZance 
Principal 
Accrued interest 

Total 

interest Accrued 
Gross 
(Premium) Amortization 

Net Interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued interest 

Total 

$84,810,981.40 
106,322.54 

84,917,303.94 

38,702.65 
(7,479.25) 
31,223.40 

435.99 

(? ,344,479.90) 

83,459,458.24 
144.589.20 

I - -  

$83,604,047.44 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-80535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
November 30,2012 

Economic 
Reserve 

Beginning Balance 
Principal $83,459,458.24 
Accrued Interest 144,589.20 

Total 83,604,047.44 

interest Accrued 
Gross 38,516.55 
(Premium) Amortization (7,479.25) 

Net Interest Accrued 31,037.30 

interest Received 26,499.89 

Withdraws (I ,441,083.54) 

Ending Ba[ance 
Principal 
Accrued Interest 

Total 

82,037,395.34 
156,605.86 

$82,194,001.20 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Funds Summary 
December 31,201 2 

Economic 
Resenre 

Beginning Balance 
Principal 
Accrued Interest 

Total 

$82,037,395.34 
156,605.86 

82.294.001.20 

interest Accrued 
Gross 38,108.63 
(Premium) Amortization (7,479 -25) 

Net interest Accrued 30.629.38 

interest Received 62,291.97 

Withdraws (1,581,279.44) 

Ending Balance 
Principal 
Accrued Interest 

Total 

80,510,928.62 
132,422.52 

$80,643,351.14 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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Big Rivers Electric Corporation 
Case No. 2012-00535 

Economic Reserve Monthly Balances 

Reserve Fwnds Summary 
January 31,2013 

Economic 
Reserve 

Beginning Balance 
Principal 
Accrued Interest 

Total 

$80,510,928.62 
132,422.52 

80.643.351.14 

interest Accrued 
Gross 
(Premium) Amortization 

Net interest Accrued 

interest Received 

Withdraws 

Ending Balance 
Principal 
Accrued Interest 

Total 

30,728.35 
(4,550.05) 
26,178.30 

108,317.52 

(1,412,276.33) 

79,202,419.76 
54.833.35 

$79,257,253.1 1 

Case No. 2012-00535 
Attachment for Response to AG 1-169 

Witness: Billie J. Richert 
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BIG RIVERS ELECTRIC CORPORATION 
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A ~ ~ ~ ~ ~ A ~ ~ ~ N  ERS ELECTRIC G N 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Reques t  €or Information 

Dated February 14, 2013 

February 2 8 ,  2013 

Item 170) Please state whether there has been any use of funds from 

either the Rural Economic Reserve or the Transition Reserve since the 

consummation of the ccUnwind” transaction to the current date. I f  

there has (haue) been use@) of these funds provide the date, amount 

and purpose for such draw. 

Response) There has been no use  of funds from the Rural Economic 

Reserve since the consummation of the “Unwind” transaction to the current 

date. The Transition Reserve funds ($35 million) were used on April 1, 20 1 1 

to prepay the RUS Series A Note to realize an annual net benefit of 

approximately $1,783,250 in reduced interest expense to Big Rivers and its 

members. Interest expense was reduced as a result of the interest rate 

differential that existed between interest expense on the RUS Series A Note 

(5.845%) versus interest income from investment of the Transition Reserve 

funds (0.75%). On July 27, 2012, $35 million of the proceeds from the $235 

million CoBank Term Loan was used to restore the Transition Reserve in the 

amount prepaid on the RUS Series A Note on April 1, 20 11. 

Witness) Billie ,J. Richert 

Case No. 2012-00535 
Response to AG 1-170 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORRba’% 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 28, 2013 

Item 171) Provide all correspondence between Big Rivers and Alcan 

since January 1,  2012 to current 

Response)  Big Rivers objects to this request on the grounds that it is overly 

broad and unduly burdensome. The Attorney General has agreed to limit 

this request to include only correspondence between Alcan and either Big 

Rivers’ executive management or the witnesses that filed direct testimony in 

this matter. In accordance with those limitations, and without waiving its 

objection, Big Rivers states as follows. 

Big Rivers objects to this request on the grounds that it seeks 

information that is irrelevant and not likely to lead to the discovery of 

admissible evidence. Big Rivers also objects to this request to the extent 

that it seeks information that is protected by the attorney-client and 

attorney work product privileges. Notwithstanding these objections, but 

without waiving them, please see the attached documents. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-171 

Witness: Robert W. Berry 
Page 1 of 1 



Big-Rvers 
ELECTRIC CORPORATION 

201 Third Street 
P.O. Box 24 
Henderson, KY 424 1 9-0024 

www.bigrivers.com 
270-327-2561 

February 20,2012 

Donald Seberger, Esq. 
Special Counsel M&A 
Rio Tinto Alcan 
8770 West Bryn Mawr Avenue 
Mail Code 07J 
Chicago, IL 60631 

Dear Mr. Seberger: 

Enclosed is a final copy of the Sargent and Lcrndy Environmental Compliance Study. A copy was also 
provided to  Stephane Leblanc on February 16,2012. 

Sincerely yours, 

Mark A. Bailey 
President and CEO 
Big Rivers Electric Corporation 

Enclosure 
c: Mr. Guy Authier w/o attachment 

Mr. Jeffrey Hopkins w/o attachment 

Case No. 2012-00535 
Attachment for Response t o  AG 1-171 

Witness: Robert W. Berry 
Page 1 of 35 
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February 29,2012 

Mr. Eiik Dunnigan 
Commissioner 
Cabinet for Ecoiiomic Development 
3 00 West Broadway 
Frankfort, Kentucky 4060 1 

Subject: Request for Information 

Dear Mr. Dunnigan: 

In our meetings of January 25“’ and February 7’h with Big Rivers and the Cabinet and 
subsequently in your letter of February 1 SI“, you have asked the two smelters what 
power rate they need, This letter responds on behalf of the Rio Tinto smelter at 
Sebree. 

Aluminum is a globally traded commodity priced in the London Metal Exchange 
(LME) competitive market. Smelters cannot control the LME price for metal and 
there is no scope for a smelter to pass on increases in its cost to the marketplace. The 
LME price fluctuates significantly, with pronounced downturns every few years. 
During an economic downturn, the I;ME price typically reaches a level that makes 
the higher cost smelters unprofitable and the highest cost facilities are usually closed 
within a short period of time. 

A typical smelter’s production cost can be split into three components. About a third 
of cost is represented by alumina, which is priced based on the aluminum price and is 
at a similar level for all operating smelters. Power represents another third of a 
smelter’s production costs, with the remainder accounted for by raw materials, labor, 
maintenance and other costs (“operating costs”). 

Excluding power, Sebree’s operating cost per tonne of metal is one of the lowest 
among Rio Tinto’s twenty-one smelters worldwide. This has been achieved by many 
years of continuous effort froin both management and workforce towards reducing 
unit cost. However, since power is equal in magnitude to all other costs, excluding 
alumina, the increasing power cost to Sebree is threatening the hture of the facility in 
the coming years. This is despite the efficiencies achieved on operating costs. 

2012-00535 
Attachment for Resp nse to AG 1-171 

Witness: Robert W. Berry 
Page 2 of 35 



The current power rate that Sebree is paying Big Rivers is approximately $49/MWh 
and is projected to increase significantly in 2013-15. This compares to a global 
average power rate of $26-28/MWh. It is difficult for Rio Tinto to envision a long 
-future for the Sebree plant with its power cost at double the rrIobaI averam, 

In our meetings, Rio Tinto representatives have stated that a power rate of $26- 
28/MWh, in line with the gfobal average, is optimal for ensuring the long term future 
of the smelters and creating additional employment. The reasons for this are as 
follows: 

0 A power rate of $26-28/MWh will generally ensure that the Sebree smelter 
remains profitable during a periodic downturn in the LME price. This in turn 
would ensure continued operation for the foreseeable future. 

Rio Tinto, in conjunction with Northwest Kentucky Forward, has identified an 
opportunity to create 500 direct jobs in the downstream aluminum industry 
(over 1,000 jobs including indirect and induced employment). These facilities 
would be located adjacent to the Sebree smelter and have access to the 
competitive advantage of using hot metal fiom the smelter without any freight 
cost. However, the majority of interested parties will want to have a long 
term hot metal supply contract in order to invest in such facilities. While Rio 
Tinto is always willing to consider options for short term hot metal supply, 
Rio Tinto is unable to offer a long term contract without a power rate that 
ensures that the Sebree smelter is viable for the long term. 

Rio Tinto understands the financial and other constraints which the Commonwealth 
of Kentucky has to take account of. The value the Sebree smelter alone brings to die 
Commonwealth of$200 Million annually and the potential for another $100 Million 
from the cluster jobs is a significant benefit to the state, With a power price closer to 
the $26 to $28, we can work to create more jobs and more economic prosperity. The 
vision for the future must be a mutual commitment by both the state and the smelter. 
We would like to discuss in more detail the state's vision for the aluminum industry 
and their ability and willingness to commit the resources for this vision. Rio Tinto 
Sebree is willing to work for a fbture that includes more jobs, If we decide not to 
create jobs togethor, then a power pricc higher than the one above can sustain the 
plant but not allow commitments that create additional jobs around the plant. 

Rio Tinto looks forward to further discussions with the Commonwealth on securing 
the future of the Sebree smelter and enabling the creation of additional employment. 

I appreciate your efforts on behalf of the smelters and their employees. 

Very truly yours, 

*A- - 

Stephane Leblanc 
General Manager 

Case No. 2012-00535 
Attachment for 

Page 3 of 35 



cc: Governor Steve Beshear 
Secretary Larry Hayes 
Kentucky Legislative Leadership 
Kentucky Legislative Delegation 
Mark Bailey 

Case No. 2012-00535 
e to AG 1-171 

Witness: obert W. Berry 
Page 4 of 35 
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;Ilcan Primary Products Corporation 
9404 State Route 2096 
Robards, KY 42352 
LJSA 
T +I (270) 521 7811 
F +i (270) 521 7305 

June 8,2012 

Big Rivers Electric Corporation 
P.O. Box 24 
Henderson KY 4241 9-0024 

Subject: Newspaper article - Hancock Clarion 

Dear Mark, 

This is in reference to the article in the Hancock Clarion dated May 10, 201 2 entitled " 
Rivers versus Century Aluminum and their power rate issue. " 

l would like to make it clear that Rio Tinto did not contribute in any way to this article. 

Sincerely, 

Jeremy Jenkins 
Financial Manager 

COPY To: 
Sandy Novick - President & CEO, Kenergy Corporation 
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201 Third Street 
PO Box 24 
Henderson. KY 424 194024 

vvulw.bigiivers.com 
270-827-256 1 

June 22,2012 

Mr. Michael Early 
Century Aluminum of Kentucky, General Partnership 
P.O. Box 500 
Hawesville, Kentucky 42348 

Ms. Pam Schneider 
Alcan Primary Products Corporation 
9404 State Route 2096 
Henderson, Kentucky 42452-9735 

Dear Sir and Madam: 

Big Rivers Electric Corporation (“Big Rivers”) has carefully reviewed the 
proposal presented by Mr. Early on behalf of Century Aluminum Kentucky General 
Partnership (“Century”) and Alcan Primary Products Incorporated (“Alcan”) at  the 
meeting at the Economic Development Cabinet offices on June 20, 2012. In 
response to the requests of Century, Alcan and the Economic Development Cabinet, 
we have worked continuously since then to formulate and send out by today Big 
Rivers’ response to that proposal. 

As we said on Wednesday, the rate relief of $125 million annually for three 
years proposed by the smelters is unworkable for Big Rwers. Among other things, 
the rate increase it would impose on the non-smelter retail customers on Big Rivers’ 
members’ systems would substantially exceed the estimated rate relief that would 
be required from those customers if both smelters ceased operations. A solution 
that goes beyond what is proposed in this letter will require the involvement of 
other par ties. 

This letter makes an alternative proposal which, while providing less rate 
relief than sought by the smelters, does provide interim rate relief, and offers a base 
on which others can construct the long-term solution so many seek to the 
operational feasibility issues raised by the smelters. This proposal is provided in as 
much detail as possible at this date. 

f 
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1. Rates. Big Rivers proposes (i) amendments to the smelter agreements 
that will eliminate the charges added to the Big Rivers large industrial rate that 
are not paid by other large industrial retail customers, and (ii) changes to Big 
Rivers’ tariff rates to eliminate the cost-of-service differential identified in Big 
Rivers’ last rate case. This will provide the smelters an estimated $27.2 million in 
annual rate relief (based on assumptions for 2014; an annual average of $33.75 
million over the remaining lives of the contracts). To assist in your review of this 
element of Big Rivers’ proposal, we have quickly reviewed the smelter contracts and 
assembled a table describing contractual changes that Big Rivers believes, at this 
time, are appropriate to  implement this proposal. 

2. Term. The Big Rivers proposal would be a permanent change in the 
smelter service contracts, rather than a short-term. change. 

3. Timing. Big Rivers understands the need to move quickly to 
implement any agreement, and will commit to expedite, to the best of its ability, 
all actions required to obtain approvals for and to implement the proposal. 

4. Rate Case Subjects. The smelters do not want any general 
adjustments to Big Rivers’ rates to be included in the rate case that is filed to 
implement an agreed plan with the smelters. Big Rivers has made no decision 
about whether such adhtional rate relief would be required in that time kame, 
but if it is, believes including both issues in $he same case would not delay a final 
order. In fact, running parallel rate cases would be confusing, and would slow 
both cases. But resalution of this issue can be postponed until Big Rivers 
determines whether additional rate relief is required on the same time table. 

5. Agreement in Principle. The smelters proposed preparing an 
agreement in principle. This is acceptable to Big Rivers. 

6. Expenses. Big Rivers’ financial condition is such that the 
anticipated cost of negotiating smelter contract revisions and seeking the 
approvals required to implement any agreement with the smelters creates an 
unacceptable risk that Big Rivers will fail to achieve the financial metrics 
required by Big Rivers’ loan documents for Big Rivers to continue to borrow 
money and secure it under Big Rivers’ indenture. This problem is not solved by 
an  arrangement under which the contribution to those costs is contingent upon 
the arrangements being successfully implemented. A proposal could fail for 
reasons beyond the control of Big Rivers, leaving Big Rivers in a very weak 
financial position when one or both smelters are in crisis. A consensual 
arrangement would involve more expense than a rate case alone. Big Rivers 
must have this issue resolved satisfactorily. The costs of a public affairs 
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campaign fall in the same category. Big Rivers is certainly willing to provide a 
proposed budget for these expenditures, but actual costs must be reimbursed. 

7. Long Term Solution. The smelters seek an agreement to work in 
good faith toward a long term commitment. Big Rivers believes its proposal 
provides a platform on which the Commonwealth of Kentucky can build the long- 
term solution. 

8. Justification for Relief. As we have discussed before, the smelters 
must provide to Big Rivers financial information on the profitability of the local 
smelters as required for Big Rivers to confirm that the local smelter operations 
require the relief being proposed, and to support a filing with the Public Service 
Commission. Big Rivers would also require the agreement of the smelters that 
they will not give a one-year notice of closure before the end of the flrst year 
following consummation of the proposal. 

9. Restitution. Big Rivers’ proposal has its members giving up 
basically all the compensation the smelters agreed to provide in 2009 in return 
for the members supporting the transaction by whch Big Rivers reacquired 
control of its generating units, and entered into contracts to provide the smelters 
a source of firm power supply. It is appropriate to include in the Big Rivers 
proposal a mechanism by which some of this surrendered benefit would be 
restored if the smelters achieve a specified level of profitability. Time does not 
allow Big Rivers to make any specific proposal in this letter, however. 

10. Approvals. The proposal outlined in this letter is subject to: (i) all 
appropriate board, regulatory, creditor and other approvals; (ii) acceptability of 
rate relief to Big Rivers and its creditors; and (iii) confirmation that Big Rivers’ 
credit rating will not be suspended or reduced following the rate relief granted to 
Big Rivers. 
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We look forward to discussing this proposal with you. 

Sincerely yours, 

Mark A. Bailey V 
Copy to: Holland €3. Spade 

John DeZee 
David Brown 
Mike Haydon 
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June 24,2012 

Mark Bailey 
President & CEO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42419 

Re: BREC’s June 22,2012 Proposal 

Dear Mr. Bailey: 

Century Aluminum and Rio Tinto Alcan appreciate BREC’s prompt response to the 
companies’ proposal presented a t  our June 20th meeting. However, BREC’s 
proposal simply does not address the immediate problem - closure of the 
smelters due to  high power rates and the unavoidable revenue loss to BREC - and, 
thus, is not responsive to the Governor’s concerns and direction. 

Under BREC’s proposal, BREC would continue to serve the smelters under the 
current power contracts but, subject to PSC approval, the contracts would 
permanently amended to: 

0 Eliminate the non-cost-based rate charges that only the smelters pay, 
the Tier charge, the contract Surcharge, and the $0.25/MWh adder above 
the Large Industrial rate; and 

0 Remove from the smelter rate the amount, identified by the PSC in the last 
rate case, by which the smelter rate subsidizes BREC’s other customers. 

BREC states that this will provide $27.2 million in rate relief in 2014. However, 
BREC asserts that any further rate relief “will require the involvement of other 
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parties” and characterized this interim rate relief that the “base on which others 
can construct the long-term solution.” 

At the June 20th meeting, BREC agreed that the unavoidable revenue loss to  BREC 
if the smelters close is $110 million/year even if BREC mitigates by closing the 
Wilson and Coleman generators with the loss of 184 jobs a t  BREC and 2% million 
tons/year of Kentucky coal. BREC’s proposal would reduce the smelter rate by 
only $3.73/MWh producing a rate of about $45.60/MWh, well above the current 
market price for power and well above the power rate that the smelters need to  
operate. BREC’s proposal will not prevent smelter closures; the rate relief offered 
is too small. 

BREC’s proposal would only eliminate the current non-cost-based contract 
charges and the subsidy that the smelters pay, which the PSC has already found 
should be phased out. This is al l  BREC offers; any further rate long-term rate relief 
must be provided by “others”. Under BREC’s proposal the smelter jobs will be 
lost, the 184 BREC jobs will be lost, and hundreds of Kentucky coal jobs will be 
lost. 

In addition, BREC would amend the contract to  require the smelters to  forego 
their right to give notice of termination until after the end of the interim rate 
period. At the level of rate relief offered by BREC this would increase the 
smelters’ financial exposure. However with adequate interim rate relief the 
smelters would commit to  operate during the interim period unless the economy 
collapsed as in 2008-09. 

We believe the only viable approach to saving the smelter jobs, the BREC jobs, 
and Kentucky coal jobs, consistent with the Governor’s direction, is to  develop 
interim rate relief based on the $110 million of unavoidable revenue loss t o  BREC 
if the smelters are forced to  close. Attached is  our proposal, revised to base the 
rate relief on $110 million and with additional detail on reimbursement of BREC’s 
expenses. In addition, provided adequate initial rate relief, the smelters are open 
to  discuss a rate adjustment during the interim period if LME prices rise above 
certain levels. 
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We want to stress again the urgency of the situation. We are available a t  any time 
to  discuss this proposal. 

Sincerely, 

Pam Schneider 
Rio Tinto Alcan 

Michael 6. Early 
Century AI u m in u m 

cc: Mike Haydon 
Holland Spade 
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6/24/12 

Agreement in Principle 

1. Parties: Century Kentucky, RTA, and BREC 

2. Term: 36 months 

3. Start date: Upon approval by PSC of contract amendment, new rates 
applicable for sale to Kenergy for resale to Century Kentucky and RTA ( the 
“Smelters”), and new rates applicable for sale to BREC’s member cooperatives for 
resale to  their non-Smelter customers -all as provided in sections 4 and 5 below. 

4. Contract amendment with smelters: The parties agree to amend the contract 
with each Smelter to  modify the rate provisions for the Term such that the 
otherwise applicable rate (in terms of $/MWh) shall be reduced by $lS.Ol/MWh 
which is determined by the Unavoidable Loss Amount of $110 million divided by 
7.3 million MWh. The parties agree that the existing contracts may be amended 
only to  the extent necessary to  implement or give effect to the rate reductions 
agreed to  herein. 

5. PSC filing: Within 60 days after execution of this term sheet, BREC agrees to  
file with the PSC and support approval of the Smelter contract amendments. BREC 
agrees to  prepare, file with the Smelter contract amendments, and support 
approval of (a) a new rate rider, implementing the rate reduction in the 
amendments as agreed to herein, applicable to rates for sale to Kenergy for resale 
to  the Smelters and (b) new rate riders applicable to  the rates for sale to i ts 
member cooperatives for resale to their non-Smelter retail customers that 
recover from such customers the Unavoidable Loss Amount. BREC agrees to take 
al l  permitted actions to  seek and obtain expedited consideration and approval by 
the PSC of the contract amendments and rate riders. 

BREC agrees to  provide the Smelters with a reasonable opportunity to review and 
comment on any proposed filings with the PSC. 
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BREC agrees not to request in such filings recovery of any costs other than the 
Unavoidable Loss Amount or to seek any modification or increase i ts  base rates 
or other charges. BREC will not request and will oppose any motion to  
consolidate this filing with any other filing. 

6. Smelter support: The Smelters agree to support the filing in section 5, 
provided that the Smelters may support or oppose the proposed allocation of the 
Unavoidable Loss Amount between the Rural and Large Industrial rate classes. 

7. BREC Board: The parties acknowledge that BREC’s obligations under sections 
4 and 5 are subject to approval by i ts Board. BREC agrees to fully support such 
amendments and rate filings and to actively seek prompt approval from i ts  Board, 
no later than 15 days after agreement of this term sheet. 

8. Cost reimbursement: The Smelters agree to reimburse BREC for up to  $XX for 
costs incurred in preparing the amendments in section 4 and the filings in section 
5, provided BREC provides the Smelters with its budget for this effort, such 
contribution does not exceed 50% of the total, and the amendments and new 
rates are approved substantially as filed. 

The Smelters also agree to reimburse BREC for up to $YY for costs incurred in the 
PSC process in section 5, provided BREC provides the Smelters with a budget for 
this effort, such contribution does not exceed 50% of the total, and the 
amendments and new rates to the Smelters are approved substantially as filed. 

9. Public Affairs: BREC agrees to initiate and participate in a joint public affairs 
campaign, in coordination with the Smelters and others, to inform the public 
about the amendments and new rates in the filings and to promote approval of 
the amendments and new rates. The Smelters will contribute $ZZ to BREC to 
offset the costs of such campaign. 

10. Long term solution: During the Term the parties agree to work diligently and 
in good faith with the Governor, the Legislature, and other interested parties to 
develop and implement a comprehensive long term power supply and rate 
structure that will assure the economic viability of the Smelters and BREC and the 
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direct and indirect employment and related economic opportunities that their 
respective businesses and operations provide to the Commonwealth of Kentucky. 

11. BREC will support parallel modifications to, and PSC approval of, the rate 
provisions in each Knenegy/Smelter contract. 

3 
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I 
Alcan Primary Products Carporation 
9404 State Route 2096 
Robards, KY 42452 
USA 
T 270 521 7811 

0 
F 270 521 7305 

August 23,2012 

The Honorable Steve Beshear 
Governor of Kentucky 
700 Capitol Avenue 
Suite 100 
Frankfort, KY 40601 

Subject: Looking forward for the primary aluminum industry 

Dear Governor Beshear, 

As you are aware, the aluminum industry in Western Kentucky is facing major challenges 
which threaten the industry's short term prospects and its long term sustainability. Current 
aluminum prices are very low and continue to fluctuate daily. Aluminum smelting requires 
large and reliable quantities of electricity and constitutes the single largest production cost. 
As a consequence, in looking forward in our industry, current and forecasted energy prices 
represent the single greatest threat to the viability of this strategic industry in the 
Commonwealth. 

This week, Century Aluminum (Hawesville smelter) announced its intention to exit its 
existing power contract with Big Rivers Electric Corporation (BREC) within 12 months. 
This is very disturbing news that will have a detrimental impact on the entire region. 
Sebree Works faces the same issues and therefore the identical risks as Century 
regarding the impact of power costs on short and long term profitability. 

For months we have been working with authorities to try and find a long term solution for 
our efficient smelter. We are seeking prices that are fair for, and that allow us to be 
competitive in, our industry. Under the current situation of low London Metal Exchange 
(LME) aluminum prices and higher than worldwide average energy costs, we are already 
struggling to keep the operation even marginally profitable. 

We wish to reiterate and emphasize that there is simply no way that the Sebree Works will 
be able to absorb any portion of the rate increases that will most certainly be sought by 
BREC in the event of the closure of Century's Hawesville smelter. The outcome of any 
increase in the rates to the Sebree Works could be its closure. We will therefore strongly 
oppose any scenario where additional costs are passed on to the Sebree Works and 
request your support regarding this issue. 

We look forward to continued work with the Commonwealth and BREC to find a solution 
that will reduce the threat of closure to our operation and the resulting loss of thousands of 
direct and indirect jobs. We remain committed to working with all interested constituents 
and to finding and implementing innovative solutions quickly as did others htk?T+Li&2@tl&i00535 
worldwide. Attachment for Response to AG 1-171 
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We have very high expectations regarding the study requested by the Public Service 
Commission and we’re hoping that the consultants’ forthcoming report will present 
effective and tangible solutions. This is a must for the whole region. 

I conclude by reminding you that we’re still available at any moment to work with all 
involved parties to reach a permanent and long term solution. 

Respectfully, 

/’ Plant Manager (int.) 
Rio Tinto - Sebree Works Aluminum 

cc: Mr. Larry Bond, Deputy Chief of Staff 
Mr. David L. Armstrong, Chairman, Kentucky Public Service Commission 
Mr. James W. Gardner, Vice Chairman, Kentucky Public Service Commission 
Ms. Linda Breathitt, Commissioner, Kentucky Public Service Commission 
Mr. Larry Hayes, Secretary, Cabinet for Economic Development 
Ms. Stephanie Bell, Kentucky Cabinet for Economic Development 
Senator David Williams, Kentucky Senate President 
Senator Robert Stivers, Kentucky Senate Majority Leader 
Representative Greg Stumbo, Kentucky House Speaker 
Representative, Rocky Adkins, Kentucky House Majority Leader 
Senator Dorsey Ridley 
Representative John A. Arnold . 
Representative Jim Gooch 
Representative David Watkins 
Mr. Mark Bailey, Big Rivers Electric Corporation 
Mr. Greg Starheim, Kenergy Corporation 
Mr. Steve Schneider, Century Aluminum 
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e ALU M I N U M 

September 14,2012 

Mark Bailey 
President and CEO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42419 

Re: Century Aluminum 

Dear Mr. Bailey: 

After meetings with both parties, the Governor‘s staff indicated that Big Rivers wanted 
Century t o  submit a definite proposal for market access. A t  the Governor’s request, 
Century submits the attached proposal for the Hawesville smelter to  leave the Big Rivers 
power system as expeditiously as possible and to  purchase power for i t s  load on the open 
market. 

The attached term sheet, which has been previously discussed with the Governor’s staff, 
sets out the key terms of our proposal and addresses the major actions and approvals 
necessary for Century t o  access power in the competitive market and have that power 
reliably delivered t o  the smelter. The key components of the proposal are: (1) early 
termination of the current power contracts; (2) a new contract under which Kenergy 
purchases market power for resale to  Century a t  a pass-through rate; (3) Big Rivers 
provides transmission and other services necessary t o  assure reliable delivery of market 
power to  Century; (4) the parties agree t o  seek expedited review and approval of the new 
Kenergy contract and rate by the PSC; (5) Big Rivers and i ts member Cooperatives obtain 
PSC approval of new rates that address the lost revenues due to  the loss of Century’s 
load; and (6) Century agrees not to  seek cost-based power from Big Rivers in the future if 
Big Rivers lack generation capacity t o  serve all/part of Century’s load. 

Given that Big Rivers has already indicated to  the Governor’s staff i ts willingness t o  agree 
t o  market access for Century, we would ask that you provide your response to  the 
attached term sheet as soon as possible, but no later than September 21. In the 
alternative, we are happy t o  meet face t o  face with you and your colleagues any day next 
week t o  discuss our proposal and finalize an agreement. 

Century Aluminum Company 
251 1 Garden Road 
Blda. A. Suite 200 

&%A? 2012-00535 
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Mark Bailey 
September  14,2012 
Page 2 cont. 

There is no issue more important to Century and its employees than securing a new 
power supply arrangement that will ailow operations to continue a t  Hawesville. Century 
will commit whatever resources are needed to  this process. 

I look forward t o  your prompt response and please call if you have any questions. 

Regards, 

hichael A, Bless - 

President and 
Chief Executive Officer 

Enclosures 

CC: Governor Steve Beshear 
Gregory Starheim 
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September 14,2012 

Term Sheet for Market Access 

1. On or before November 15, 2012, BREC and Kenergy will request the PSC t o  approve 
early termination of  the power contracts with Century, with such termination to be 
effective on the date arrangements are in place for service by Kenergy t o  Century from 
other suppliers. BREC and Kenergy shall obtain as expeditiously as possible all necessary 
approvals from third parties t o  request early termination of the contracts. 
BREC/Kenergy will request PSC approval no later than 90 days after filing. 

, 

2. ‘On or before November 15, 2012, Kenergy will negotiate and file for approval with the 
PSC a new long-term power contract with Century providing for up to  482MW of power 
a t  a pass-through rate for market purchases by Kenergy. Kenergy will request PSC 

approval no later than 90 days after filing. 

3. BREC shall support Kenergy‘s filing in n2 and will provide transmission under i ts FERC 
tariff and other services necessary for reliable delivery of up t o  482MW of power under 
the contract. Without limitation, BREC will continue to  operate Coleman as necessary t o  
assure reliable delivery of up to  482MW of market purchases to  Century until MISO 
determines that continued operation of Coleman is not necessary; will install capacitors 
on i ts  system as necessary to  maintain voltage levels for reliable delivery of up to  482 
MW to Century; and will provide Kenergy with temporary access for up t o  482 MW of 
the BREC-BREC load node as requested to provide service to  Century. 

4. BREC and Kenergy shall file a general rate case requesting, in part, t o  increase rates 
(“New Rates”) t o  account for the revenue loss due t o  termination of the Century 
contracts. Neither BREC nor Kenergy will request, and will oppose any request, to  
consolidate this proceeding with the proceedings in n l  and fl2. BREC and Kenergy shall 
request, and Century shall support, that the PSC approve and put such New Rates in 
effect on the same date that termination of Century’s contracts is  effective. To the 
extent that the effective date of termination of Century’s contracts is before the 
effective date of the New Rates for BREC and Kenergy, BREC will request that reserve 
funds be used t o  offset BREC‘s revenue loss in that period and that the New Rates as 
filed be made effective, subject to  refund, on the effective date of termination of 
Century’s contracts. 

1 
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5. Century will not subsequently request BREC to  supply power a t  cost-based rates to  
Kenergy for resale to Century if BREC does not have generation to serve all/part of 
Century' load in the future, 

6. None of these obligations or actions will be conditioned on, or delayed by, any actions 
by Rio Tinto Alcan. 

2 
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Alcan Primary Products Corporation 
9404 State Route 2096 

USA 
T -1-1 (270) 521 7811 
F +I (270) 521 7305 

Robwds, KY 42452-9735 

October 15, 2012 

Kentucky 
The Honorable Dorsey Ridley 
Senate of the Commonwealth of 
702 Capitol Ave 
Annex Room 255 
Frankfort] Kentucky 40601 

Dear Senator Ridley: 

We address this letter to you as the member of the Kentucky Senate 
representing the 4th District and as a member of the Interim Joint Committee on 
Natural Resources and Environment. The 4th District is the home of the Sebree 
Smelter and encompasses the area in which so many of our employees reside. 

As you know, on October 4th Christenson Associates Energy Consulting LLC 
(the “Consultant”) issued and presented to the Interim Joint Committee its report, 
dated September 30, 2012, on Energy Hate Impacts on Kentiicky lndustry (the 
“Report”). In the intervening days we have reviewed carefully the contents of the 
Report. It is an understatement to say that we are very disturbed and disappointed 
with the Report. We are especially disturbed by a number of the underlying 
premises, both expressed and implied, in the Report and the implications and 
conclusions that the Report draws from them. These include, among others, that: 

the aluminum industry in the United States in general, and the 
Commonwealth of Kentucky in particular, is doomed to failure and that 
nothing can or should be done to save it; 

the future of the aluminum industry in the United States is foretold by the 
substantial decline in the number of aluminum smelters in the United States 
that has occurred over the past 30 years and not the success of those that 
have continued to survive and which afford substantial benefits to the local 
and broader communities; 

in order to survive, the aluminum industry in the United States requires 
electricity prices that compete with the world average for aluminum smelters 
of $26 per megawatt hour; 

0 the cost of any solution resulting in the survival of the aluminum industry will 
be borne solely by the other customers and ratepayers of Big Rivers and by 
the taxpayers of the Commonwealth of Kentucky; and 

the data provided by the Sebree Smelter regarding employee corn ensation 
and the direct and indirect contribution to larger economy is inflate 8 818 %‘v6?012-00535 
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We believe the Report either ignores completely, or merely glasses over, a number 
of points that deserve attention. These include the following: 

o While the number of aluminum smelters in the United States has declined 
substantially over the past 3 decades, there are smelters currently thriving in 
other parts of the country. They survive and thrive because of a combination 
of factors, including continuous efforts to improve efficiencies and in some 
instances the support of state and local government. It is noteworthy that of 
the nine remaining aluminum smelters in operation in the United States, five 
are receiving some form of relief from the utility (and by extension their other 
ratepayers). It is even more telling that of the four smelters that are receiving 
no relief, two are located in Kentucky. The Sebree Smelter, solely through 
internal initiatives and actions, has placed itself near the first quartile of all 
aluminum smelters worldwide in business operating costs. Moreover, the 
geographic location of the Sebree Smelter and that of its primary end- 
customers, the applicability of the Midwest Premium, and short lead times 
from order to delivery, further help to offset partiaily higher than average 
electricity costs. In reality, the fact that the Sebree Smelter does not receive 
any relief places it at an economic disadvantage when compared to those 
other smelters which do receive relief in one way, shape, or form. 

o In order to survive, it is not necessary that the Sebree Smelter obtain 
electricity at a price that competes with the world average for aluminum 
smelters of $26 per megawatt hour. To suggest that the Sebree Smelter is 
seeking this degree of relief is incorrect and artificially increases the amount 
of relief that is necessary. As a consequence, it makes any suggestion that 
relief is appropriate immediately both unattractive and untenable to other 
ratepayers. The proposal of $26 per megawatt hour was presented more 
than a year ago and then only in the context of creating up to 500 additional 
direct jobs in a downstream cluster adjacent to the plant. We understand that 
this is not currently an objective of the Commonwealth of Kentucky. The 
Sebree Smelter has made it clear that it does not require electricity at $26 per 
megawatt hour for sustainability h t h e  short to medium term. Indeed, it has 
never asserted that it requires electricity at even market price (which is 
substantially higher than $26 per megawatt hour). We believe that the size of 
relief necessary can be both managed and mitigated. 

o The Report emphasizes that the entire cost of relief will be borne by the 
ratepayers and perhaps the taxpayers of the Commonwealth of Kentucky. 
The Report glosses over the fact that if one or both of the aluminum smelters 
in Kentucky closes, the ratepayers will still face a substantial rate increase to 
offset the loss of revenues faced by Big Rivers. To add further injury, 
closure of one or both of the aluminum smelters will have a devastating 
impact on the economy of the Commonwealth of Kentucky. The reality is 
that the ratepayers will face an increase in any event but with the aluminum. 
smelters still in operation there are means of mitigating the amount and the 
impact of those rate increases. 

o With regard to the Report's contention that the employment compensation 
data and the direct and indirect contributions to the economy are overstated 
by the Sebree Smelter, the model used is accepted and used st 
even internationally. In addition, we note that th&e;imcmc~g~g e%so p'\IAG 1-1,1 
Coomes, filed with the Kentucky Public Service ( ? o m m i s s ~ t & e ~ ~ ~ ~ ~ , w .  Berry 
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identified a loss of 4,733 jobs resulting from the closure of both smelters. 
Regardless, what is important, and what is undeniable, is that the closure of 
one or both of the aluminum smelters will have a damaging effect on direct, 
indirect, and induced employment, the tax base, and numerous other aspects 
of life in the Commonwealth of Kentucky. 

We are especially distressed and disturbed by the overall tenor of the Report 
and its failure to offer, explore, or discuss creative approaches that have been and 
are being used in other jurisdictions, or that might be considered in the 
Commonwealth, to maintain and preserve the industrial base, including especially 
the aluminum industry. The Report is little more than a thinly veiled endorsement of 
the direction selected by Big Rivers and is more concerned with its survival than the 
survival of its two largest customers. 

Even though Rio Tinto plc, the ultimate corporate parent of the Sebree 
Smelter, has indicated its intention to sell the. Sebree Smelter, there remains a strong 
and continued commitment to, and interest in, the long term sustainability arid 
success of the Sebree Smelter. In this regard, I note that in the past 5 years more 
than $100 million has been invested in improvements to the Sebree Smelter, 
including a $32 million bake furnace modernization project in 201 1 and a $20 million 
anode process project to increase production this year. Indeed, at this very moment 
work continues on a project that will allow the Sebree Smelter to increase its 
production capacity in the future. 

Rio Tinto, and even more importantly, the employees of the Sebree Smelter 
believe in the future of the Sebree Smelter and its importance to the local 
community, the Commonwealth of Kentucky, and the industrial base of the United 
States. The Sebree Smelter is alone responsible for nearly 1,800 direct, indirect, 
and induced jobs in the region. Annual payroll and benefits to the employees of the 
Sebree Smelter exceeds $50 million. The Sebree Smelter purchases annually 
goods and services from suppliers in Kentucky in excess of $16 million and more 
than an additional $100 million in electricity from Kenergy Corp. and its supplier, Big 
Rivers Electric Corporation. Annual contributions by the Sebree Smelter to local not- 
for-profit organizations exceed $1 50,000. The economic impact on, and the 
importance of the Sebree Smelter to, the larger community is substantial. 

The Report pays lip service to these economic impacts and then dismisses 
them with a wave of the hand. The Report concludes that it is better to spend money 
retraining employees for as yet undetermined and non-existent jobs rather than to 
offer or find any creative and innovative solution to preserve existinq jobs, the 
existinq tax base, and create an atmosphere and environment for enhancing and 
expanding the economic and industrial base in the Commonwealth of Kentucky. The 
Report fails to even intimate what that other work might be, especially at a time when 
there already exists double digit unemployment. The Report does not address how 
other businesses that have compensation comparable to those of the aluminum 
smelters can be attracted to the Commonwealth of Kentucky --- especially after the 
failure of the Commonwealth to support the aluminum industry. 

Despite the tone and conclusions of the Report, we remain convinced there is 
a solution that exists that will result in the long term survival and sustainabilitv of the 
Sebree Smelter and the larger aluminum industry in Kentucky. That sol$ioci lIQ6hic&12-00535 
might involve a “market supply,” “cost of service,” or ~ ? ~ ~ ~ ~ ~ ~ ~ ~ r ~ ~ ~ o ~ ~ ~ ~ ~ ~  
structured in such a manner as to allow the aluminum sme ers ~,y,ttg. $8 e fW. Berry 
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sustainable for the long term and at the same time reduce the impact on the other 
ratepayers. Finding the right solution and the right balance of interests requires 
creativity and the will and cooperation of everyone, including the Sebree Smelter, Big 
Rivers, and the Commonwealth of Kentucky (including the Governor, the Legislature, 
and the Public Service Commission). 

We urge you and your colleagues to not be guided or influenced by the 
Report and its pessimism toward the future of the aluminum industry in Kentucky. 
Other states, including Ohio, Washington, and West Virginia, are struggling with the 
same issues and are working on creative solutions to maintain the presence of the 
aluminum industry and ensure its continued sustainability. While there can be no 
guarantee of success, the failure to even try carries with it the certainty of failure. 

We stand ready and willing to work with you and your colleagues on this very 
important matter. 

,’ General Manager 

copy: 

The Honorable Steve Beshear, Governor of the Commonwealth of Kentucky 
Mr. Larry Bond, Chief of Staff 
Mr. Larry Hayes, Secretary, Cabinet for Economic Development 
Dr. Len Peters, Secretary, Energy and Environment Cabinet 
Senator David Williams, Kentucky Senate President 
Senator Robert Stivers, Kentucky Senate Majority Leader 
Representative Greg Stumbo, Kentucky House Speaker 
Representative Rocky Ad kins, Kentucky House Majority Leader 
Senator Brandon Smith, Co-Chair of Interim Joint Committee on Natural 

Representative Jim Gooch, Jr., Co-Chair of Interim Joint Committee on Natural 

Ms. Tanya Monsanto, Staff Administrator of Interim Joint Committee on Natural 

Representative John A. Arnold 
Representative David Watkins 
Congressman Ed Whitfield, United States Congress 
Mr. David L. Armstrong, Chairman, Kentucky Public Service Commission 
Mr. James W. Gardner, Vice Chairman, Kentucky Public Service Commission 
Ms. Linda Breathitt, Commissioner, Kentucky Public Service Commission 
Mr. Jeff DeRouen, Kentucky Public Service Commission 
Ms. Stephanie Bell, Kentucky Public Service Commission 
Judge-Executive Hugh McCormick, Henderson County 
Judge-Executive Jody Jenkins, Union County 
Judge-Executive Jim Townsend, Webster County 
Mr. Gregory Starheim, Kenergy Corp. 
Mr. M a r k m h y ,  Big Rivers Electric Corporation 

Resources and Environment 

Resources and Environment 

Resources and Environment 
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Alcan Primary Products Corporatian 
9404 State Route 2096 
Robzds, KY 42452-9735 
USA 
T +I (270) 521 7811 
F +I (270) 521 7305 

Dear friend and business partner of Sebree Works, 

As 2012 comes to a close, it is an appropriate time to reflect on the past year and look toward 
20 13. Although we faced market and operating challenges during a long, hot summer, we 
also reached several noteworthy milestones. 

*:* 

*:* 

*:* Record-hot metal- production 

*:* 
*:* Established strategic map and plan for sustainability growth 

Achieved more than two million workhours without a Lost Time Incident and best 
year ever in reduction of First Aid injuries 
Successful completion of a $19 million amperage increase project which enables us 
to produce more hot metal within existing potroom design 

7 c 2 n d - b e s t  year in billet production p r o f i t a b i l i t f v  
-- --._- _ . _ _ _ - _ ~  

’ I  

Replacement of some critical assets 

And the list can be much longer.. , 

Sebree Works is very proud of its achievement. We will continue to build upon these 
successes in 2013 since we, as a team, strongly believe in our plant, in our industry, in our 
future linked to Western Kentucky. 

In 2013, the plant will observe its 40‘” Anniversary and it will be a pleasure to celebrate this 
significant milestone with our surrounding communities. 

To kick-off this anniversary, I am pleased to enclose a calendar: “Kentuckv, Through the 
Eves of Sebree Works Employees”. Last fall, we invited all employees to submit 
photographs for inclusion in the calendar and we were quite impressed with their 
contributions. So here is the final product that I’m sure you’ll appreciate. 

I want to take this opportunity to thank you for your support, friendship and contributions to 
our plant throughout the year and to wish you and your family a wonderful Holiday Season 
and all the best for the New Year. 

Sincere1 
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January 31,2013 

Mr. Gregory Starheim 
President and CEO 
Kenergy Corp. 
Post Office Box 18 
Henderson, Kentucky 4241 9 

Mr. Mark Bailey 
President and CEO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, Kentucky 42420 

Re: Retail Electric Service Agreement 
NOTICE OF TERMINATION 

Gentlemen: 

This letter constitutes written Notice of Termination, in accordance with Section 7.3.1 of 
the Retail Electric Service Agreement, dated July 1, 2009 (“Agreement”), between Alcan 
Primary Products Corporation (“APPC”), a wholly-owned subsidiary of Alcan Corporation, and 
Kenergy Corp. (“Kenergy”). APPC is the owner and operator of the aluminum smelter located 
in Robards, Kentucky (the “§ebree Smelter”). 

On January 15, 2013, Big Rivers Electric Corporation (“5ig Rivers”) filed an Application 
with the Kentucky Public Service Commission (the “KPSC”) for an increase in base rates (the 
“Application”). According to Big Rivers, the Application, if approved, would result in a rate 
increase of nearly 16%. There is already substantial doubt that the Sebree Smelter is 
sustainable at the current rate being charged to APPC. The increase contemplated by 
Application would remove all doubt whatsoever and ensure that the Sebree Smelter is 
unprofitable and therefore unsustainable. Under the circumstances, APPC has no choice but to 
furnish this Notice of Termination. 

As you are aware, Section 7.3.1 of the Agreement requires the President of Alcan 
Corporation, the corporate parent of APPC, to represent and warrant that (i) the decision to give 
this Notice of Termination reflects a business judgment made in good faith to terminate and 
cease all aluminum smelting operations at the Sebree Smelter, and (ii) it has no current 
intention of re-commencing smelting operations at the Sebree Smelter. Ur&+?,etb. wib535 
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circumstances, Mr. Timothy Guerra, the President of Alcan Corporation, makes those 
representations and warranties in the Certificate attached hereto. 

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

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

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

ALCAN PRIMARY PRODUCTS CORPORATION 

By: J l  

cc: Mr. Serge Gosselin 
Mr. Donald P. Seberger 
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8770 West Bryn Mawr Avenue 
Chicago, Illinois 60631 

Ofice of the President 

C€RTlFlCA T€ 

The undersigned, Timothy Guerra, a resident of the State of Illinois, hereby represents 
and warrants that: 

1. He is the duly elected President of Alcan Corporation, a Texas corporation (the 
“Company”); 

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

3. By letter dated and delivered concurrently herewith, APPC has furnished written 
Notice of Termination in accordance with Section 7.3.1 of the Retail Electric Service 
Agreement, dated July 1 , 2009 (“Agreement”), between APPC and Kenergy Corp. 
(the “Notice of Termination”). 

4. The decision to furnish the Notice of Termination reflects APPC’s and the Company’s 
business judgment made in good faith to terminate and cease all aluminum smelting 
operations at the Sebree Smelter and that they have no current intention of 
recommencing operations at that location. 

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

By: c- 
Timothy Guerra / 
President v 
ALCAN CORPORATION 
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BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16  

17 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14 ,  2013 

February 2 8 ,  2013 

Item 172) Provide all correspondence between Big Rivers and Century 

since January 1, 2012 to current 

Response) Big Rivers objects to this request on the grounds that it is overly 

broad and unduly burdensome. The Attorney General has agreed to limit 

this request to include only correspondence between Century and either Big 

Rivers’ executive management or the witnesses that filed direct testimony in 

this matter. In accordance with those limitations, and without waiving its 

objection, Big Rivers states as follows. 

Big Rivers objects to this request on the grounds that it seeks 

information that is irrelevant and not likely to lead to the discovery of 

admissible evidence. Big Rivers also objects to this request to the extent 

that it seeks information that is protected by the attorney-client and 

attorney work product privileges. Notwithstanding these objections, but 

without waiving them, please see the attached documents. 

Witness) Robert W. Berry 

Case No. 2012-00535 
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ALUM I N UM 

March 1,201 2 

Mr. Erik Dunnlgan 
Commissioner 
Cabinet for Economic Development 
300 West Broadway 
Frankfort, Kentucky 40601 

Re: Request for Information 

Dear Mr. Dunnigan: 

In our meetings of January 25& and February 7'h with Big Rivers and the Cabinet and 
subsequently in your letter of February 15*, you have asked the two smelters what power rate 
they need in order to continue operating. 

Aluminum is a global commodity priced in the London Metal Exchange (LME) competitive 
market. We do not control the LME price and consequently smelter revenues are fixed by a 
global market place which prevents cost shifting to end users. Power represents over 35% of a 
smelter's production costs. Uncornpetitive local power tariffs as compared to global power costs 
can lead or have lead to plant closures, therefore, simply put our smelter operations need a 
competitive power rate to remain in operation. 

As you state in your letter, the global average power rate paid by smelters is $26 to $28/MWh. 
Big Rivers currently projects a $49/MWh power rate for our smelter (and the Alcan smelter) in 
2012 and with additional significant increases projected in 2013-15. in contrast, the price for 
round-the-clock, firm power In the Midwest IS0 power market is much closer to the $26 or 
$28/MWh average power rate paid by our competitors. A recent third-party forecast of MISO 
prices (including delivery costs over Big Rivers) is: 

201 2 $29.25/MW h 
201 3 $32.13/MWh 
2014 $34.85/MWh 
2015 $37.46/MW h 

Big Rivers is a MISO member and in 201 1 sold over 3 million MWh into the MISO market at an 
average rate of $33.38/MWh. (Big Rivers' sales were not round-the-clock and benefited from a 
greater percentage of sales into peak hours). For comparison, the total annual load of both 
smelters is about 7.3 million MWh. 

Below are some general ranges of power costs (expressed as $ per MWh) to provide additional 
context around the translation of a power rate to a smeiter's viability and longevity, based upon 
the current pricing for LME and raw materials: 

Case No. 2012-00535 
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ALUMINUM 
Mr. Erik Dunnlgan 

March 1,2012 

0 $26-$30: Costs are near the global average and provide the smelters the ability to invest 
in the plant's longevity, while also encouraging outside investment to spur job creation 
via aluminum clusters, etc. 

$31-$35: Costs are above average, and expose the smelters to significantly more 
market risk. Long-term (e.g., IO-year) rates in this range may still encourage re- 
investment into the smelters, but would not likely attract outside investment to create 
additional jobs due to greater uncertainty on smelter longevity. 

As noted above, in order to warrant the re-investments required to remain in operation over the 
long term, the smelters need a long-term competitive power rate. For the immediate future, a 
rate at or near current MIS0 power market prices, averaging about $34/MWh from mid-2012 
through 2015, would be a competitive rate. A lower rate, and a longer term for the rate, would 
allow the smelters to make greater investments in the plant contributing to their long-term 
viability and to provide greater supply assurance to Southwire and to potential new downstream 
aluminum fabricators. A higher rate, and/or a shorter or less certain term for the rate, would 
preclude such investments and increase the risk of closure. 

For the long-term, the smelters need a power rate that does not place us at a significant 
competitive disadvantage compared to power rates to other smelters in the global marketplace. 

In addition to our on-going efforts to achieve a mutually acceptable revised power rate with Big 
Rivers which would support the long-term viability of our smelter, we would also ask the Cabinet 
to consider providing tax incentives to the smelters which would decrease the effective power 
rate needed to maintain the viability of our smelter and existing downstream aluminum 
manufacturing facilities and jobs and/or to attract additional investments and associated jobs. 

In order to avoid any misunderstanding, please be advised that our contractual arrangements 
with Kenergy/Big Rlvers prohibit us from supporting or seeking, directly or indirectly, from any 
governmental authority any challenge to or change in the rate formula or other terms and 
conditions set forth in our Retail Electric Services Agreement (although we are permitted to seek 
support in lowering the KPSC-set rates that are established by such formula.) As such, we are 
providing the information in this letter only in response to your request and in the context of our 
negotiations with Kenergy/Big Rivers over these issues. 

2 
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Mr. Erik Dunnigan 
March 1,2012 

Again, I appreciate your efforts on behalf of our smelter and our employees. 

Very Truly Yours, 

David Whitmore, Plant Manager 
Century Aluminum of Hawesville, GP 

cc: Governor Steve Beshear 
Secretary Larry Hayes 
Kentucky Legislative Leadership 
Kentucky Legislative Delegation 
Mark Bailey 

3 
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(7 E L E L l R l C  CUHPORATION 

201 Third Street 
P . 0  Box24 
Hendersan, KY A24 19-0014 

w.bigrivers.com 
27o-a27-256 i 

June 22,2012 

Mr. Michael Early 
Century Aluminum of Kentucky, General Partnership 
P.O. Box 500 
Hawesville, Kentucky 42348 

Ms. Pam Schneider 
Alcan Primary Products Corparation 
9404 State Route 2096 
Henderson, Kentucky 42452-9735 

Dear Sir and Madam: 

Big Rivers Electric Corporation ?Big Rivers”) has carefully reviewed the 
proposal presented by Mr. Early on behalf of Century Aluminum Kentucky General 
Partnership (‘Century’’) and Alcan Primary Products Incorporated (“Alcan”) a t  the 
meeting at the Economic Development Cabinet offices on June 20,2012. In 
response to the requests of Century, Alcan and the Economic Development Cabinet, 
we have worked continuously since then to formulate and send out by today Big 
Rivers’ response to that proposal. 

As we said on Wednesday, the rate relief of $125 million annually for three 
years proposed by the smelters is unworkable for Big hvers. Among other things, 
the rate increase it would impose on the non-smelter retail customers on Big Rivers’ 
members’ systems would substantially exceed the estimated rate relief that would 
be required from those customers if both smelters ceased operations. A solution 
that goes beyond what is proposed in this letter will require the involvement of 
ather parties. 

This letter makes an alternative proposal which, while providing less rate 
relief than sought by the smelters, does provide interim rate relief, and offers a base 
on which others can const;ruct the long-term solution so many seek to the 
operational feasibility issues raised by the smelters. This proposal is provided in as 
much detail as possible at this date. 

5 
L - 
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1. Rates. Big Rivers proposes (i) amendments to the smelter agreements 
that will eliminate the charges added to the Big Rivers large industrial rate that 
are not paid by other large industrial retail customers, and (ii) changes to Big 
Rivers’ tariff rates to eliminate the cost-of-service differential identified in Big 
Rivers’ last rate case. This will provide the smelters an estimated $27.2 million in 
annual rate relief (based on assumptions for 2014; an annual average of $33.75 
million over the remaining lives of the contracts). To assist in your review of this 
element of Big Rivers’ proposal, we have quickly reviewed the smelter contracts and 
assembled a table describing contractual changes that Big Rivers believes, at this 
time, are appropriate to implement this proposal. 

2. Term. The Big Rivers proposal would be a permanent change in the 
smelter service contracts, rather than a short-term change. 

3. Timing. Big Rivers understands the need to move quickly to 
implement any agreement, and will commit to expedite, to the best of its ability, 
all actions required to obtain approvals for and to  implement the proposal. 

4. Rate Case Subjects. The smelters do not want any general 
adjustments to Rig Rivers’ rates to be included in the rate case that is filed to 
implement an agreed plan with the smelters. Big Rivers has made no decision 
about whether such additional rate relief would be required in that time frame, 
but if it is, believes including both issues in the same case would not delay a final 
order. In fact, running parallel rate cases would be confusing, and would slow 
both cases. But resolution of this issue can be postponed until Big Rivers 
determines whether additional rate relief is required on the same time table. 

5. Agreement in Principle. The smelters proposed preparing an 
agreement in principle. This is acceptable to Big Rivers. 

6, Expenses. Big Rivers’ financial condition is such that the 
anticipated cost of negotiating smelter contract revisions and seeking the 
approvals required to implement any agreement with the smelters creates an 
unacceptable risk that Big Rivers will fail to achieve the financial metrics 
required by Big Rivers’ loan documents for Big Rivers to continue to borrow 
money and secure it under Big Rivers’ indenture. This problem is not solved by 
a n  arrangement under which the contribution to those costs is contingent upon 
the arrangemetits being successfully implemented. A proposal could fail for 
reasons beyond the control of Big Rivers, leaving Big Rivers in a very weak 
financial position when one or both smelters are in crisis. A consensual 
arrangement would involve more expense than a rate case alone, Big Rivers 
must have this issue resolved satisfactorily. The costs of a public affairs 
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campaign fall in the same category. Rig Rivers is certainly willing to provide a 
proposed budget for these expenditures, but actual costs must be reimbursed. 

7. Long Term Solution. The smelters seek an agreement to work in 
good faith toward a long term commitment. Big Rivers believes its proposal 
provides a platform on which the Commonwealth of Kentucky can build the long 
term solution. 

8. Justification for Relief. As we have discussed before, the smelters 
must provide to Big Rivers financial information on the profitability of the local 
smelters as required for Big Rivers to confzm that the local smelter operations 
require the relief being proposed, and to support a filing with the Public Service 
Commission. Big Rivers would also require the agreement of the smelters that 
they will not give a one-year notice of closure before the end of the first year 
following consummation of the proposal. 

9. Restitution. Big Rivers’ proposal has its members giving up 
basically all the compensation the smelters agreed to  provide in 2009 in return 
for the members supporting the transaction by which Big Rivers reacquired 
control of its generating units, and entered into contracts to provide the smelters 
a source of firm power supply. It is appropriate to  include in the Big Rivers 
proposal a mechanism by which some of this surrendered benefit would be 
restored if the smelters achieve a specified level of profitability. Time does not 
allow Big Rivers to make any specific proposal in this letter, however. 

10. Approvals. The proposal outlined in this letter is subject to: (i) all 
appropriate board, regulatory, creditor and other approvals; (ii) acceptability of 
rate relief to Big Rivers and its creditors; and (iii) confirmation that Big Rivers’ 
credit: rating will not be suspended or reduced following the rate relief granted to 
Big Rivers. 
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We look forward to discussing this propasal with you. 

Sincerely  your^, 

Mark A. Bailey V 
Copy to: Holland B. Spade 

John DeZee 
David Brown 
Mike Haydon 
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June 24,2012 

Mark Bailey 
President & CEO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42419 

Re: BREC’s June 22,2012 Proposal 

Dear Mr. Bailey: 

Century Aluminum and Rio Tinto Alcan appreciate BREC’s prompt response to the 
companies’ proposal presented a t  our June 20th meeting. However, BREC’s 
proposal simply does not address the immediate problem - closure of the 
smelters due to high power rates and the unavoidable revenue loss to BREC - and, 
thus, is not responsive to the Governor’s concerns and direction. 

Under BREC’s proposal, BREC would continue to  serve the smelters under the 
current power contracts but, subject to PSC approval, the contracts would 
permanently amended to: 

0 Eliminate the non-cost-based rate charges that only the smelters pay, i.e., 
the Tier charge, the contract Surcharge, and the $0.25/MWh adder above 
the Large Industrial rate; and 

0 Remove from the smelter rate the amount, identified by the PSC in the last 
rate case, by which the smelter rate subsidizes BREC’s other customers. 

BREC states that this will provide $27.2 million in rate relief in 2014. However, 
BREC asserts that any further rate relief “will require the involvement of other 
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parties” and characterized this interim rate relief that the “base on which others 
can construct the long-term solution.” 

At the June 20th meeting, BREC agreed that the unavoidable revenue loss to BREC 
if the smelters close is  $110 million/year even if BREC mitigates by closing the 
Wilson and Coleman generators with the loss of 184 jobs a t  BREC and 2% million 
tons/year of Kentucky coal. BREC‘s proposal would reduce the smelter rate by 
only $3.73/MWh producing a rate of about $45.60/MWh, well above the current 
market price for power and well above the power rate that the smelters need to  
operate. BREC’s proposal will not prevent smelter closures; the rate relief offered 
is too small. 

BREC’s proposal would only eliminate the current non-cost-based contract 
charges and the subsidy that the smelters pay, which the PSC has already found 
should be phased out. This is all BREC offers; any further rate long-term rate relief 
must be provided by “others”. Under BREC’s proposal the smelter jobs will be 
lost, the 184 BREC jobs will be lost, and hundreds of Kentucky coal jobs will be 
lost. 

in addition, BREC would amend the contract to require the smelters to forego 
their right to give notice of termination until after the end of the interim rate 
period. A t  the level of rate relief offered by BREC this would increase the 
smelters’ financial exposure. However with adequate interim rate relief the 
smelters would commit t o  operate during the interim period unless the economy 
collapsed as in 2008-09. 

We believe the only viable approach to saving the smelter jobs, the BREC jobs, 
and Kentucky coal jobs, consistent with the Governor‘s direction, is to develop 
interim rate relief based on the $110 million of unavoidable revenue loss to BREC 
if the smelters are forced to  close. Attached is our proposal, revised to base the 
rate relief on $110 million and with additional detail on reimbursement of BREC’s 
expenses. In addition, provided adequate initial rate relief, the smelters are open 
to  discuss a rate adjustment during the interim period if LME prices rise above 
certain levels. Case No. 2012-00535 
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We want to stress again the urgency of the situation, We are available a t  any time 
to discuss this proposal. 

Sincerely, 

Pam Schneider 
Rio Tinto Alcan 

cc: Mike Haydon 
Holland Spade 

Michael 6. Early 
Century Aluminum 

Case No. 2012-00535 
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6/24/12 

Agreement in Principle 

1. Parties: Century Kentucky, RTA, and BREC 

2. Term: 36 months 

3. Start date: Upon approval by PSC of contract amendment, new rates 
applicable for sale to Kenergy for resale to Century Kentucky and RTA ( the 
“Smelters”), and new rates applicable for sale to BREC’s member cooperatives for 
resale to their non-Smelter customers -ail as provided in sections 4 and 5 below. 

4. Contract amendment with smelters: The parties agree to amend the contract 
with each Smelter to modify the rate provisions For the Term such that the 
otherwise applicable rate (in terms of $/MWh) shall be reduced by $15.01/MWh 
which is determined by the Unavoidable Loss Amount of $110 million divided by 
7.3 million MWh. The parties agree that the existing contracts may be amended 
only to the extent necessary to  implement or give effect to the rate reductions 
agreed to herein. 

5. PSC filing: Within 60 days after execution of this term sheet, BREC agrees to 
fi le with the PSC and support approval of the Smelter contract amendments. BREC 
agrees to prepare, file with the Smelter contract amendments, and support 
approval of (a) a new rate rider, implementing the rate reduction in the 
amendments as agreed to herein, applicable to rates for sale to Kenergy for resale 
to the Smelters and (b) new rate riders applicable to the rates for sale to i ts  
mem ber cooperatives for resale to their non-Smelter retail customers that 
recover from such customers the Unavoidable Loss Amount. BREC agrees to take 
a l l  permitted actions to seek and obtain expedited consideration and approval by 
the PSC of the contract amendments and rate riders. 

BREC agrees to  provide the Smelters with a reasonable opportunity to review and 
comment on any proposed filings with the PSC. 

Case No. 2012-00535 
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BREC agrees not to request in such filings recovery of any costs other than the 
Unavoidable Loss Amount or t o  seek any modification or increase i ts  base rates 
or other charges. BREC will not request and will oppose any motion to  
consolidate this filing with any other filing. 

6. Smelter support: The Smelters agree to support the filing in section 5, 
provided that the Smelters may support or oppose the proposed allocation of the 
Unavoidable Loss Amount between the Rural and Large Industrial rate classes. 

7. BREC Board: The parties acknowledge that BREC's obligations under sections 
4 and 5 are subject to approval by its Board. BREC agrees to  fully support such 
amendments and rate filings and to  actively seek prompt approval from i ts Board, 
no later than 15 days after agreement of this term sheet. 

8, Cost reimbursement: The Smelters agree to reimburse BREG for up to $XX for 
costs incurred in preparing the amendments in section 4 and the filings in section 
5, provided BREC provides the Smelters with i ts budget for this effort, such 
contribution does not exceed 50% of the total, and the amendments and new 
rates are approved substantially as filed. 

The Smelters also agree to reimburse BREC for up to $YY for costs incurred in the 
PSC process in section 5, provided BREC provides the Smelters with a budget for 
this effort, such contribution does not exceed SO% of the total, and the 
amendments and new rates to the Smelters are approved substantially as filed. 

9. Public Affairs: BREC agrees to  initiate and participate in a joint public affairs 
campaign, in coordination with the Smelters and others, to inform the public 
about the amendments and new rates in the filings and to promote approval of 
the amendments and new rates. The Smelters will contribute $ZZ to BREC to  
offset the costs of such campaign. 

10. Long term solution: During the Term the parties agree to work diligently and 
in good faith with the Governor, the Legislature, and other interested parties to 
develop and implement a comprehensive long term power supply and rate 
structure that will assure the economic viability of the Smelters and&,&@ar&&1~535 
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direct and indirect employment and related economic opportunities that their 
respective businesses and operations provide to the Commonwealth of Kentucky. 

11. BREC will support parallel modifications to, and PSC approval of, the rate 
provisions in each Knenegy/Smelter contract. 

3 
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ICOPY I 
August 20,2012 

Kenergy Corporation Via Fax: (270) 826-3999 
6402 Old Corydon Road 
Henderson KY 42420 
Attn: President & CEO 

Re: Notice of Termination 

Mr. Starheim: 

Pursuant to 97.3.1 of the Retail Electric Service Agreement dated July 1, 2009, 

Century Aluminum Company provides you with this notice of termination of the 
contract, with termination to be effective on August 20, 2013. Attached, as 
required by 97.3.1.(b), i s  the certificate of the President of Century Aluminum 
Corn pany. 

Very Truly Yours, 

’John E. Hoerner 
Vice President 
North American Operations 

cc: Big Rivers Electric Corporation 
201 Third Street 

Henderson KY 42420 
Attn: President & CEO 
Via Fax: (270) 827-2558 
With duplicate sent by overnight courier. 

Century Aluminum Company 
C a?% ~I’Qcdmsp&aQO 5 3 5 
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Certificate of Michael A. Bless 
ICOPY( 

1. I am Michael A. Bless, President and Chief Executive Officer of Century 
Aluminum Company, the parent company of Century Aluminum of 
Kentucky General Partnership which owns and operates a primary 
aluminum smelter a t  Hawesville, Kentucky. 

2. On August 20, 2012, pursuant to the direction of i ts Board, Century 
Aluminum Company provided notice of termination t o  Kenergy Corporation 
and Big Rivers Electric Corporation under §7.3.1 of the Retail Electric 
Service Agreement dated July 1, 2009, with such termination to be effective 
on August 20,2013. 

3. Pursuant to §7.3.l.(b) of the contract and consistent with the termination 
notice, 1 represent and warrant that Century Aluminum Company has made 
a business judgment in good faith to terminate and cease al l  aluminum 
smelting a t  the Hawesville smelter and has no current intention of 
recommencing smelting operations a t  the Hawesville smelter, 

Michael A. Bless 
President and CEO 
Century Aluminum Company 

August 20,2012 



Mark Bailey 

from: Greg Starheim <GStarheim@kenergycorp.com> 
'Sent: 
To: 
cc: 
Subject ACCEPTANCE LETTER 
Attachments: Acceptance Letter-Century Term-Augl2.pdf 

Friday, August 24, 201 2 I I :40 AM 
Mark Bailey; Jim Miller (jmiller@smsmlaw.com) 
Chris Hopgood (chopgood@dkgnlaw.com); Greg Starheim 

Sent to Hoerner, et. el. this am. 

Greg Starheim 
President & CEO 

6402 Old Corydon Road 
P.O. Box 18 
Henderson, KY 42419 
Office: (270) 689-6104 
Cell: (270) 231-7079 
Fax: (270) 686-5981 
Email: gstarheim@kenergvcorp.com 

- - 

Confidentiality Notice This e-inail message including any attachments is foi the sole m e  of the intended recipient(s) and may contain confidential and privileged 
information Any uiiauthoi ized review copy use disclosure or distribution IS prohibited If yoti aie not the intended recipient please contact the sender by  reply e- 
iiiail and destioy all copies of the original message 
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August 24, 2012 

J o h n  E. Hoerner 
Vice President  
North American Opera t ions  
Century Aluminum Company 
2511 Garden Road 
Building A, Suite 200 
Monterey, CA 93940 

Re: Notice of Termination 

Dear Mr. Hoerner: 

EO. Box '1389 6 31 11 Fairview Drive 
Owensboro, KentiJCky 42302-1 380 

(270) 926-4141 * FAX (270) 685-227Q 
(800) 844-4732 

We have received your letter of August 20, 2012, giving notice of termination 
pursuant  to Section 7.3.1 of the Retail Electric Service Agreement  da t ed  
July 1, 2009, between Century Aluminum of Kentucky General  
Partnership and Kenergy Corp. We have examined the letter, find that it 
complies with, Section 7.3.1 for termination for closing of t h e  Hawesville 
Smelter, and accept  the notice af termination, 

We are  very sorry t h a t  the considerable efforts expended by Kenergy Corp., 
Big Rivers Electric Corporation ("Big Rivers"), Century and o thers  did not 
produce a proposal that  m u l d  enable Century to continue operating its 
Hawesville smelter. T h e s e  will be sad and difficult t imes for everyone 
involved. 

Big Rivers informs us t h a t  it has received a copy of your notice af 
termination. It will begin immediately taking s t e p s  to minimize the  
impact on the ba lance  of the Big Rivers system of the closing of the  
Century Smel te r  on Augus t  20, 2013. 

Very truly yours ,  

Gregory J. S ta rhe im 
President  a n d  CEO 
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cc: Big Rivers Electric Corporation 
201 Third Street 
P.O. Box24 
Henderson, Kentucky 4241 9-0024 
Attn: President and CEO 

Century Aluminum Company 
P.O. Box 500 
State Route 233---North--  - 
Hawesville, Kentucky 42348 
Attn: Plant Manager 

Century Aluminum Company 
2511 Garden Road 

-Building A, Suite 200 _ _  _ _ _  _.. - .  ._ . __ . ._ . - - - . . - -  
Monterey, CA 93940 
Attn: General Counsel 
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FACSIMILE 

GeRRtMiyALUMlNUlW 
Hawesville 
Operations 

Date: August 31, 2012 

To: Mark Bailey 

Fax Number: 270-827-2558 

From: John Hoemer 

RE: Century Aluminum of Hawesville Power 
Number of Pages: 4 
(Including This Page) 

Thank you1 

Susan O'Bryan 
Administrative Assistant 

270-685-2493, ext. 2231 

sobrvan(52centurvkv.com 

Century Aluminum of Kentucky 
1 627 ~ B O E J ~ 2 e r O r l - 2 - 0 0 5  3 5 

Attachment 
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August 3 1,2012 
Rig Kivcrs Electric Corporation 
201 Third Street 
1 Ienderson, KY 42420 
Attn: President #k CEO 

Dear Mr. Bailey: 

I an wriihig on bchall’uftlie 700 men and woineii who s ind  to lose thcbjobs here at the 
FTawesvillc aliirninum smeller plant. Over the last two weeks, ninny o f  our cmployccs haw told 
m c  that they are so histrated that you, along with the Big Kivers’ managemenl Leum, sccm 
cornmittcd to a path that will guarantee the Hawesville plant closes and that utility ralcs lor all of 
Rig Rivers customcrs will go up at least 20 percent. 

I;ratilcly, we’re all scrti.khing ow hcads trying to figure out why you would clionse to force this 
dcvastating irnpxt on ow region instead of accepting the solution wc havc prcpsed, a 
compromise that will save hundreds of jobs at thc plant and ensure a lower rat0 hicrcascs fur all 
Rig Rivers c~~storncrs - maybc even gel rid of a rate increase altogether. 

&id what’s worsc is that rather ,than telling people the truth, Big Itivers Iim attempted Lo cover 
up your refusal t.0 ncgotiak a lair deal Ibr the IIawesville plant and for your custonicrs, by trying 
to make Hawesville the fdl guy for thc stubborn and destructivc path you havc chosen. 

1’111 fcd up, just like the rest. o f  thc cmployccs at the T-Tawesville plant, and I won’t stand by, 
letting yo11 continuc to deceive people that way. 

You and T have heen in in,t=etirigs togclhcr, be-lu-fiie, with the Governor’s staff  and thc Big 
Rivers’ Board nf’Directors as witiicsscs. We haw diwussed the facts regarding the iieed for a 
reduction in our powcr cc)sLs in order for the IIawesville plant to siu-vive, Yet, you havc not been 
honest and frti.thright with yoiu custoniers and our employccs about what was said in those 
meetings. 

Since you refuse to tell the public thc whole trulh, T will. IIere nre the facts: 

1. 
Rivers continues to say it. 
The $ I10 million was (I number rho[ yoit pr~uvenk-d to me! in writing, as the umoirrrt of rate 
incrcasc you woiild paw oizto to Big Ilivsrs cuslornmv if ROTHsmolters in the region close. Yet., 
you conlin~zuo to td l  the comniilnily and ratepqyers thul Huwe.~!~illc dced,for $1 10 million when 
we d i h  ’i, but won’t tell them that you will raire their ratw $62 million jfHinvexvillc closes und 
$ I IO niillioii if both sniellcrs close, 

The Hawesvillc smcltcr NJ2VEK aeked for $1 10 milliun in rate reductions. Yct, Big 
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2. 
hit with at least a 20 percent increase in thcir p w c r  bill. 
You c & h d  10 me ~kul your custonaors will get hit with u 20 percenl increase if Hawssville 
closes and you hnve suid so lo repor1er.s. Unj)rluiintcly you also try to confkse the imue hy  
suying  he Hcnye,~villc plant's reqRext wid cost more cind rerult iti 3 7 percent iticreaw wilh [he 
uveruge resideiiliiil bill increrrsing $1001, per year. fim know that is riot true. lhe 37yercenl 
irwecwe is bcasecl on /lie $I IO inillion number, which Umw,wille has never askcd.f;?r unci is no1 
seekit7g I n  trcldi/ion, j iw tin tnwcige residentid customcr the 2Opercent increase is abouc $220 
per year, 

Jf thc ILawesville smelter shuts down, ull Big Nvcrs customers are guaranteed tu gct 

the $1000 a year you chx:Ujm. 

3. 
jobs would be lost and, despite your denial, you will alsa plan to fire Borne Of your awn 
cniployoes. 
You rrdd nze iii our meeting wMi the Governor 's sri!& which you conflrrried to the new.yxqJer.v 
rhus U'rlte I&twesvili!le plunl si1ul.s down Big Rivers will have to shtit down pnwerplants -- which 
wilI rriean hundreds q j'l?ig Rivers enyloyee,~ would lose tkir,jobs -- since our plant is yozrr 
lurgest cu.stomer. I ktio tv it, the Governor !s s~o%yIb:?ows it and you shoiild tell your employees the 
truth. 

11: lhe Hzrwesville smelter closes, not only will thc snidter jnhs be lost, hundreds of cud 

4. 
pcrccmt if the Haweuville plant clwcd, we offered to accept il solutinn that would save jobs 
and allow a smaller increase fur electricity customers, if m y  nt nI1. 
IriJacr, under our priposd, iJ'aluiptin7.im p r i m  wcrtl high enough, there would be rin r u e  
increase for ci.wtomers NC ull. Bur you rc,.fit.sed even to consider our idea. l'iim continuirtg reji,isid 
guurantees that our erryiloyees, your employees aid can1 rmp1oj)ces will lose their johs A Nr) rate 
pllyt)r.v will pay at least a fiY120 yercenl mcws%fiw elec/ridiy, 

Whclr you informed us that Rig Rivers customers would see thcir ratca increase 20 

5 .  'I'herc is a rainy day fund uf $1 50 million that could be used - and that l3ig fiver8 hag 
used hcfnrc - to coiiiplctcly avoid m y  ride incrcasc for Big Rivers customcrs. 
I'ou rejirsed lo eveepi discuss the r4se of'lkuse. jiaw.s imnder our proposal and ifisscad gumanteed at 
least u 20 percenl rule incrtcuscji)r .Big Rivcrs customers. 

6 .  
bonrd did nnt hclicvc us that the Hawesville smelter nccdsd a rate cut to remain npcn. Wc 
personally presented our finailcia1 niiurbers lo you and your board, who collectively 
udmittcd tlic rcports showed Hawesville i s  losing more than $5 million a month at the 
smelter. 
Followiiig our presentation, wiihoiil c w y  review or discersdsliori ly your bourd, you iinmcdiately 
rq fussti lo chungc y o w  positio pt {withour even mestirig to di.scim~ ir) and prochinzed fhnt 
avoiding the clo.ture uf the smlter ~ ~ 7 s  "riot i~pri(iri~y''~fi)r you, To this datc, you have 
continued to refusc to move off your original offx. 

I met with thc Hig Kivcrs JEoarcl of Directors because you and the members of your 

Those am the fa6t;tS Mr. I3dey. Since you won't tell peoplc, 1 had to. 
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But sctting the record straight is not what’s most importarit. ‘i’hc rnost irnporlm1 lhing is getting a 
fair deal done so that we can protect these jobs and the already-strctchcd pockctbooks ol‘rate 
payers. 

I am again offcring a solution that will save smelter jobs, Big Kivers jobs and coal jabs AND 
resull in a lower rate incrertsc possibly no rate increase ut all - instend of conthiiiug down [he 
path you have chosen which will result in losing hundreds afjohs ANT) at least a 20 ycrcont 
incrcast: on all Big Rivers customers. 

If you won’t agrcc to work with me to prevent the dire coascqucnccs that will m u l l  rrom your 
plan, then at least agree to let the Public Scrvicc Oommissicsn decide - 
which proposal is best Fir the rate payers and commuilities of Western Kentucky. 

they are s~pposcd to - 

This week Big ]Rivers said “We care about Century employees and thcit familics. We want 1.0 do 
what’s right,” Now is your chance, Mr. Bailey. Show our employees you incan what you say. 

Siriccrcly , 

John TTuerner 
Vice President of North Aniericaii Opcrtions, Ccxitury Aluminuni 
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C e n t U V A L U M  I N U M 

September 14,2012 

Mark Bailey 
President and CEO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42419 

Re: Century Aluminum 

Dear Mr. Bailey: 

After meetings with both parties, the Governor‘s staff indicated that Big Rivers wanted 
Century t o  submit a definite proposal for market access. A t  the Governor’s request, 
Century submits the attached proposal for the Hawesville smelter t o  leave the Big Rivers 
power system as expeditiously as possible and t o  purchase power for i t s  load on the open 
market. 

The attached term sheet, which has been previously discussed with the Governor’s staff, 
sets out the key terms of our proposal and addresses the major actions and approvals 
necessary for Century t o  access power in the competitive market and have that power 
reliably delivered t o  the smelter. The key components of the proposal are: (1) early 
termination of the current power contracts; (2) a new contract under which Kenergy 
purchases market power for resale t o  Century a t  a pass-through rate; (3) Big Rivers 
provides transmission and other services necessary t o  assure reliable delivery of market 
power t o  Century; (4) the parties agree t o  seek expedited review and approval of the new 
Kenergy contract and rate by the PSC; (5) Big Rivers and its member Cooperatives obtain 
PSC approval of new rates that address the lost revenues due to the loss of Century’s 
load; and (6) Century agrees not t o  seek cost-based power from Big Rivers in the future if 
Big Rivers lack generation capacity t o  serve all/part of Century’s load. 

Given that Big Rivers has already indicated t o  the Governor’s staff its willingness to  agree 
t o  market access for Century, we would ask that you provide your response to the 
attached term sheet as soon as possible, but no later than September 21, In the 
alternative, we are happy to  meet face t o  face with you and your colleagues any day next 
week t o  discuss our proposal and finalize an agreement. 

Century Aluminum Company 
251 1 Garden Road 

B‘dg* 2012-00535 Monter 
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Mark Bailey 
September 14,2012 
Page 2 cont. 

There is no issue more important to  Century and its employees than securing a new 
power supply arrangement that will allow operations to continue at  Hawesville. Century 
will commit whatever resources are needed to  this process. 

I look forward to your prompt response and please call if you have any questions, 

Regards, 

hichael A. Bless - 
President and 
Chief Executive Officer 

Enclosures 

CC: Governor Steve Beshear 
Gregory Starheim 
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September 14,2012 

Term Sheet for Market Access 

1. On or before November 15, 2012, BREC and #energy will request the PSC t o  approve 
early termination of the power contracts with Century, with such termination t o  be 
effective on the date arrangements are in place for service by Kenergy to  Century from 
other suppliers. BREC and Kenergy shall obtain as expeditiously as possible all necessary 
approvals from third parties t o  request early termination of the contracts. 
BREC/Kenergy will request PSC approval no later than 90 days after filing. 

2. On or before November 15, 2012, Kenergy will negotiate and file for approval with the 
PSC a new long-term power contract witfi Century providing for up to 482MW of power 
a t  a pass-through rate for market purchases by Kenergy. Kenergy will request PSC 
approval no later than 90 days after filing. 

3. BREC shall support Kenergy’s filing in n 2  and will provide transmission under i ts FERC 
tariff and other services necessary for reliable delivery of up t o  482MW of power under 
the contract. Without limitation, BREC will continue t o  operate Coleman as necessary t o  
assure reliable delivery of up to  482MW of market purchases to Century until MIS0 
determines that continued operation of Coleman is not necessary; will install capacitors 
on its system as necessary t o  maintain voltage levels for reliable delivery of up t o  482 
MW to Century; and will provide Kenergy with temporary access for up t o  482 MW of 
the BREC.BREC load node as requested t o  provide service to  Century. 

4. BREC and Kenergy shall file a general rate case requesting, in part, to  increase rates 
(“New Rates”) t o  account for the revenue loss due t o  termination of the Century 
contracts. Neither BREC nor Kenergy will request, and will oppose any request, to  
consolidate this proceeding with the proceedings in 11 and 72. BREC and Kenergy shall 
request, and Century shall support, that the PSC approve and put such New Rates in 
effect on the same date that termination of  Century’s contracts is  effective. To the 
extent that the effective date of termination of Century’s contracts is before the 
effective date of  the New Rates for BREC and Kenergy, BREC will request that reserve 
funds be used t o  offset BREC’s revenue loss in that period and that the New Rates as 
filed be made effective, subject to refund, on the effective date of termination of 
Century’s contracts. 
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5. Century will not subsequently request BREC to supply power a t  cost-based rates to 
Kenergy for resale to Century if BREC does not have generation to serve all/part of 
Century' load in the future. 

6. None of these obligations or actions wili be conditioned on, or delayed by, any actions 
by Rio Tinto Alcan. 
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From: 
Sent: 
To: 

Subject: 

FYI. Mark 

Sent from my iPhone 

Begin forwarded message: 

Mark Bailey 
Monday, July 16, 2012 8:IO PM 
Albert Yockey; Bob Berry; David Crockett; Eric M. Robeson; James Haner; Mark Hite; Narty 
Littrel; Paula Mitchell 
Fwd: Please Help us!!!!!!!! Please Read Mark 

To: Mark Bailey cMark.Bailev@bigrivers.com> 
Subject: Please Help us!!!!!!!! Please Read Mark 

Mr., 

I am contacting you regarding the Century Aluminum Hawesville Smelter, and the power issue facing our 
future. I am in charge of Health and Safety in Hawesville, and I am a citizen of Daviess County, KY having 
been here most of my life. I have a wife who was sent from God who is in college, and a, who 
just would melt your heart if you saw him. I am asking for your help in assisting Century, and our 
employees to ensure the future of our plant, and the future of our families. Century Aluminum has 
been good to  me and my family! The jobs that we have here at Century are worth fighting for! They 
give us a chance to have that American Dream. I am so thankful to have this job, and being honest, it 
makes me upset that you could take this wonderful blessing (my job) away from me! Do you have 
kids? Grandchildren? How would you feel as a provider if someone was threatening to take away your 
lifeline for your family? Would you not be upset? Hurt? Worried about the future? If you would be 
able to feed them? How would you feel as a man? I wish you knew our team members here a t  
Century1 We are not salary employees, union employees, but family! We are together on this 
Mark! 770 jobs are a t  risk, think about all those families! Please Mark, help us resolve this tragedy. We 
need your help sir! Our families need your help! Please work with Century Mark, so our families can 
have a future. My father-in-law as worked for Big Rivers for over thirty years. I have heard the good 
and the bad. He believes in Big Rivers, and I hope that we can too. 

God Bless you Mark! I know this has to be tough for you. I hope you make the right decision. You are in 
a position Mark, where you can make a big difference in this life. 

Choice is yours. ......, 
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From: 
Sent: 
To: 

Subject: 

Mark Bailey 
Monday, July 16,2012 958 PM 
Albert Yockey; Bob Berry; David Crackett; Eric M. Robeson; James Haner; Marty Littrel; Mark 
Hite; Paula Mitchell 
Fwd; Please help save our jobs 

FYI. Mark 

Sent from my iPhone 

Begin forwarded message: 

To: Mark Bailey <Mark.Bailey@bi mivers.com> 
Subject: Please he@ save o w  jobs 

Dear Mr. Bailev 
My narni is- I work at Century Aluminum, Hawesville plant. I'm 

writing to ask for your help. My family is one of the thousands of Big Rivers customers 
who will be devastated by the massive rate increases. This rate increase is inevitable if 
Big Rivers Electric doesn't start working with Century to find a long-term solution to this 
issue. I have 5 kids, 3 in middle school and 2 still in diapers. I need your help with 
getting Big Rivers Electric Cooperative to start working with Century Aluminum, elected 
officials and union leaders to save our Hawesvilfe plant. I really need my job to support: 
my family and can not afford to go without a steady income. I'm not the only person at 
Century with a large family and WE really need your help with our power contract. Big 
Rivers walked away from the negotiating table before a solution was found and this will 
eventually put hundreds of families out of a job. Kentucky can't afford to lose hundreds 
of jobs and with your help, we may not have to. Please help us save our jobs and our 
community. Thank you for your time and your support. 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Tuesday, July 31,2012 11: lO AM 
Mai-ty Liiirel; ?aula tjlitcheli 
FW: Century Aluminum 

FWaction. Thanks, Mark 

Bo: Mark Bailey 
Subject: Century Aluminum 

Hi Mark, 
My name is-.a 14 year employee of the plant that Century Aluminum currently operates. 
I have read in the papers recently that rate negotiations have started. I want you to know that I think this is great. Not 
only for me, but for thousands of people in the area. This plant has provided me, my wife, and two kids a good living 
and I would like to keep that going! I don't know enough about our contract or your business to say what should or 
shouldn't be, but I feel very strongly that if our power rates aren't reduced substantially, this plant wit1 close and 
hundreds of families will lose their jobs. While I don't know the details of your operations, I do know that having a large 
24/7 customer next door is a pretty nice arrangement for both plants, 
I sincerely hope that both sides can work something out that makes everyone a winner, including all the residential rate 
payers in the area. 

Thanks 

Centurv Aiuminrrni - Hawesville Ooerations 
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From: 
Sent: 
To: 
Subject: 

Marty Littrel 
Tuesday, July 17,201 2 6: 19 AM 
Mark Baitey 
FWr Power Contract 

Sent from my Windows Phone 

----Orin i nal Message--- 
From: - 
Sent: Twesday, July 19,2012 12:Of A 
PO: Wftarty ~iittre~ 
Subject: Power Contract 

Dear Sir, 

YOW don't know who I em, but my life, and my families lives are somewhat in your hands. Yola 
see, i work at Century Aluminum in Hawesvilk. Like LB lot of other families, that plant is how I 
make a living. B've worked thebe for over 94 years, and depend on it staying open. t have a 
wife and two boys, one of which has autism. 
medical insurance for him ts get the therapies he needs, or the income to take care of them. 

_ _  

ithswt my job at the plant, I will have no 

I know you are in negotiations with Century loas the new power contract. All I ask, like 
everyone else at the plant, is to think of ell the lives that will be negatively impacted if an 
agreement wasn't reached, and the plant was closed. 

Thank yow for your time. 

Sent from my iPad -/ 
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From: 
Sene 
To: 

Subject: 

Mark Bailey 
Friday, July 20, 2012 8:20 AM 
Paula Mitchell; Albert Yockey; Bob Berry; David Crockett; Eric M. Robeson; James Haner; 
Marty Littrel; Mark Hite; Billie Richert; James Sills; Wayne Elliott; Larry Elder; Bill Denton; Lee 
Bearden; Paul E. Butler 
Fwd: 

FYI. Mark 

Sent from my iPhone 

Begin forwarded message: 

From: CenturyKY.com> 
Date: July 20, 2012 8:16:43. AM CDT 
To: Mark Bailey <Mark.Bailev@binrivers.corn> 

Mr. Bailey 

In reading the letter you submitted to local media, I seem to be confused by your statement regarding 
rate increases. How would giving Century and Alcan the necessary concessions result in a higher rate for 
other industrial and residential customers than if the smelters were "mothballed"? We use 70% of your 
output, which would have to be made up by others, while the concessions would just be a small amount 
of  this. Maybe you should be more honest with your own employees as some of their jobs are 
potentially in jeopardy if we close. If's unfortunate that Big Rivers has made bad decisions and 
investments in the past, resulting in an absurd amount of debt. We have paid the "subsidy" for this debt 
long enough. Please get back to the negotiating and work out an agreement. 

Century Aluminum of KY 
1627 State Route 271 N 
Hawesville. KY 42348 
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1 From: 
Sent: 
TO: 
Su bjact : 

FYI. Mark 

Sent from my iPhone 

Begin forwarded message: 

Mark Bailey 
Thursday, July 19,2012 9:34 PM 
Paula Mitchell 
Fwd: Negotiations with Centiity Aluminum 

Date: July 19,2012 4:52:56 PM CDT 
BO: Mark Bailey zMark.Bailev@bigrivers.com> 
Subject: Negotiations with Century Aluminum 

Mark, 

As a resident of Hancock County and an employee a t  Century Aluminum, I am writing to you to ask your 
help in solving a big, glaring issue here in our community. The issue I made mention of is the power 
contract negotiations that were recently walked away from. 

I am currently a salaried maintenance employee, far inferior in position to the one you hold. I do 
however, respect the peopie in positions such as the one you have because I know with hard work and 
sacrifice you have earned that position. With this position, you have earned the right to make immense 
impacts on a number of people’s lives. What I am asking is for you to make an effort to resolve the 
power issue, and in doing so help preserve the quality of education, the ability of small businesses and 
large businesses to succeed, and to help the community I live in prosper. Walking awayfrom the 
negotiations and corning to a stalemate puts a lot of families a t  risk, risk that in these times of 
questionable healthcare and economic instability is a large burden for working families to bear. Thanks 
for your time, 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Thursday, July 19,201 2 9:49 AM 
Paula Mitchell 
FW: How much if my electric going to rise 

To: Mark Bailey 
Subject: How much if my electric going to rise 

Dear Mr. Bailey, 

As you can see by my ernail address I am an employee a t  Century Aluminum. I just want to know how much my electric 
bill is going to go up if we shut our plant down and I lose my job? Please answer that. Why are our rates going up if the 
cost of coal is down? If I lose my job then you lose me as a customer more than likely because my husband will more 
than likely lose his job and we will not be able to pay our bills. I would rather see my electric bill go up and keep my job. 
This is coming from ONE OF YOUR RESIDENTIAL CUSTOMERS! I have worked here 14 years. I have a son that works here 
also, My husband works as a contractor at  Southwire. If we shut our plant down then it will impact Southwire and my 
husband will be one of the f ist to go. So the impact it will have on my family is 3 jobs lost. And you will lose 2 residential 
customers as to the fact that my son is one of your customers also. If we are some of the lowest rates in the county then 
can’t we afford to raise ours just a little to keep thousands of jobs. I am begging you to go back to the table with 
Century. i like my job and would like to retire from here one day. 

__- 

~ 

Paying Kenergy Customer 
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From: 
Sent: 
3-0: 
Subjsct: 

Mark Bailey 
Thursday, July 19,201 2 959 AM 
Paula Mitchell 
FW: Negotiations with Century Aluminum Hawesville Smelter 

FYI. Mark 
- -  m : ~ i l t o ~ ~ c e n t u r y k y . c o m ]  -- - _ _  

Sent: urs ay, u y  9, 2012 9:49 AM 
To: Mark Bailey 
Subjsck Negotiations with Century Aluminum Hawesville Smelter 

Mr. Bailey, 
As an employee of Century Aluminum I am more than mildly perplexed at  the idea that there is no agreement 

yet on the electricity provided to The Hawesville Smelter. I understand that Big Rivers as well as Century are striving to 
show a profit. It is also my understanding that if a deal is not reached the money lost from providing Century power will 
be passed on to residents who currently use this power. This is absurd considering Big Rivers will be assisting in putting 
a lot of these people out of a job then requesting an increase to keep Big Rivers in the Black. 

Please return to the negotiating table and help get a contract signed to save our jobs. 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Wednesday, July 18, 2012 455 PM 
Paula Mitchell 
FW: Save the Hawesville Smelter 

Paula, here it is once again. Thanks, Mark 

To: Mark Bailey 
Subjecit: Save the Hawesville Smelter 

I am writing in response to your decision to no longer negotiate with Century Aluminum regarding our power contract. It 
is very imperative that these negotiations continue so that an agreement can be made to keep the Hawesville Smelter 
open. f am a dedicated employee of Century and my husband, who is unemployed a t  the moment with no 
unemployment benefits, and my two terrific sons,-pre dependent on my income and 
insurance here a t  the plant. I think it is a great injustice to the many citizens of this community to just sit  back and not be 
willing to take a stance to try to  keep us from shutting down. If our plant shuts down it will not only effect the people 
employed here a t  this plant but other plants and businesses surrounding us. Yes, you will be asking the residents and 
other businesses to  help take up same of the slack that we are asking for, but think about the slack that will need to be 
taken if he do close our doors. You think your electric customers will be unhappy with a portion of that increase. How do 
you think they will feel when they have to absorb the entire cost? 

Century Aluminum of Kentucky 
1627 State Route 271 N 
PO Box 500 
Hawesville, KY 42348 
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From: 
Sent: 
To: 
Subject : 

Mark Bailey 
Wednesday, July 18, 2012 1 :00 PM 
Paula Mitchell 
FW: Help save the aluminum smelters 

FYI. Mark 
. .  ... I 

To: Mark Bailey 
Subject: Help save the aluminum smelters 

Mark, 

As an employee a t  the Century aluminum smelter in Hawesville and a resident in the local community I am hoping that 
you can work through the power rate issues a t  hand and ensure we keep valuable jobs here in the community. 

it would be devastating to the hundreds of hard working community members if an affordable power rate is not 
negotiated between Big Rivers and Century Aluminum’s Hawesviile smelter. 

I trust that both sides will work diligently to come up with a solution for an affordable power rate for all those within the 
BREC. 

Thanks, 

Cent LY ry ALU MI N i . !~  
1627 St. Rt. 271 North 

Fax: 270-852-2883 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Wednesday, July 18, 201 2 1 1 :30 AM 
Paula Mitchell 
FW: Century Aluminum Power issue 

Importance: High 

FYVaction. Mark 

To: Mark Bailey 
Subject: Century Aluminum Power Issue 
lIrngcorft;9nce: High 

Mr. Bailey, 

I need not explain the issrie a t  hand nor tel l  you all that is a t  stake if Century Aluminum is forced to close. I knaw you are 
fully aware of the devastation that will occur if this happens. The question I have for you and many others is what do 
you plan to  do t o  prevent the destruction of this corninunity? As a mother, wife of a self-employed industrial cantactor, 
daughter o f  locally retired parents, and an employee of Century Aluminum, I am extremely concerned with the future! 

- 

With above noted, I feel I have no choice but to insist YOU act in the best interest of all Western Kentucky rate payers to 
keep our rates as low as possible, and save the area jobs and community in the process! 

Century Aluminum of Kentucky 
1627 State Route 271 N 
tiawesville, Kentucky 42348 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Wednesday, July 18,2012 9:16 AM 
Paula Mitchell 
FW: Hawesville Smelter 

importance: High 

FYI. Mark 

To: Mark Bailey 
Sasbjeck: Hawesville Smelter 
HmpolrP;tence: High 

Mr. Bailey, 

I am a wife and the mother of 2 healthy, beautiful babies. My family means everything to  me.....we depend on my job 
at Century to pay the bills. Without my job the mortgage won't get paid, the car payment won't get paid, the electric 
bill won't get paid, etc .... where then does that leave my family???? How will we survive???? This will be the case for 
not just me but for potentially thousands of people. If YOU don't do something about our power contract our 
community will virtually perish. Families will be homeless, crime and drugs will go on the rise. ARE YOU REALLY 0 . K  
WITH SITTING BACK AND WATHCING THIS ALL PLAY OUT????? HOW DO YOU SLEEP WITH YOURSELF AT NIGHT????? I 
don't care if you think it makes good business sense for your company .... what you are doing is heartless and will have a 
detrimental effect on our community. 

.-  

1627 St, Rt. 271 North 
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From: 
Sent: 
TO: 
Subject: 

Mark Bailey 
Tuesday, July 17,201 2 1 :23 PM 
Paula Mitchell 
Nv: Fair price for power to the aluminum smelters 

FYI. Mark 
. -- . I _ _  - "I 

From: mailto centuryky.com J 
Sent: Tues ay, J u y  2012 1:16 PM 
To: Mark Bailey 
Sub&& Fair price for power to the aluminum smelters 

Mr. Bailey, 
I live in Hancock County and work at  Century Aluminum. 

It appears the aluminum smelters have been subsidizing the private consumers for quite a while, allowing Big Rivers to 
keep i t s  prices low to  the rural and small-town people. 

Since the price individuals and families will pay for power is going to go up, whether the smelters stay open or if they 
close, I think the county and small towns would rather keep the jobs and the tax revenue they bring. 

Be honest with the people about what i s  happening. And give the Hawesville smelter a fair price for power, so it can 
continue to  supply the area with jobs for families. 

Case No. 2012-00535 
Attachment far Response to AG 1-172 

Witness: Robert W. Berry 
Page 46 of 53 

http://centuryky.com


From: Mark Bailey 
Sent: 
To: Paula Mitchell 
Subject: FW: Century Aluminum 

Tuesday, July 17,2012 8:16 AM 

Paula, Please print. Thanks, Mark 
'Frcsns--m-ai,tol"---- - _" I _I I - - __ - . 

Ci)centuryky.mm] 
Sent: Tuesday, July 17,2012 8:08 AM 
To: Mark Bailey 
SLelbjetZ Century Aluminum 

Mr. Bailey 

After reading the story in today's Messenger Inquirer, I can better understand the position that you find yourself as 
there are several sides to consider: 

1) On one side, as you stated in your 2011 testimony before the House Energy and Commerce Committee, you 
have two aluminum smelters who consume 70% of your generation output. You also stated that the economic 
impact of losing the 2 smelters would be 5,000 jobs with $193 million in wages and other benefits. 

2) On another side, you have 112,000 retail customers who would have to pay for any benefit that may given to 
Century. 

3) And finally, yoti have the EPA and their requirements to upgrade your equipment to meet their tougher 
compliance rules. Your 2011 testimony indicated the cost would be $785 million. In today's Messenger inquirer's 
story, you indicated the cost to  be $283 million if the smelters shut down. 

It's a tough situation to be in. How do you balance the good of 112,000 residential customers, two aluminum smelters 
who are a vital part to the local economy and still meet the EPA compliance rules? It's not an easy question to 
answer. However, I do know that walking away from the negotiations with Century is not the best answer. Hopefully, 
your decision to walk away from the negotiations and forcing Century to shut down is not your attempt to reduce your 
cost to meet the EPA requirements. If that happens, the 112,000 customers will be picking up the tab for $283 million 
with no opportunity for Century to continue to subsidize the residential customers. 

You have an opportunity to be a leader and work out an agreement that would be beneficial to everyone involved. By 
walking away, you are missing that opportunity- please don't let it pass you by. 

Thank you, 
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From: 
Sent: 
To: 
Subject: 

Mark Bailey 
Please help 

Mark, I have worked a t  the Hawelsville smelter since 1974. During that time a lot of families have earned their 
livelihoods by working at the smelter QP at Big Rivers or a t  other support facilities, This area needs these good paying 
jobs so that the next generation can earn a fair living by working at jobs tha t  create products. Please continue to do all 
that can be done to find a solution to keep thi5 smelter running. 

Respectfully, 

Hawesville Operatians 
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From: 
Sent: 
To: 

Subject: 

Mark Bailey 
Monday, Jtily 16, 2012 1245 PM 
jmiller@smsmlaw.com; John Talbert; Albert Yockey; Bob Berry; David Crockett; Eric M. 
Robeson; James Haner; Mark Hite; Marty Littrel; Paula Mitchell; Bill Denton; Jim Sills; Larry 
Elder; Lee Bearden; Paul E. Butler; Wayne Elliott; Burns Mercer; Greg Starheim; Kelly 
Nuckols; Sandy Novick 
FW: 

Here's the second e-mail. Thanks, Mark 

-----Orkina1 Message----- 

To: Mark Bailey 
Subject: 

Guys will you please go back to table and work out an agreement to help save the Century 
Aluminum smelter and all the jobs we have here. We love the place we work a t  don't want to 
have another place shutdown, please work something out on the power contract. 

Thank you 

Cent u rv Alu mi n urn 
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From: 
Sent: 
70: 

Subject: 

Mark Bailey 
Monday, July 16,2012 257 PM 
Albert Yockey; Bob Berry; David Crockett; Eric M. Robeson; James t-faner; Mark Hite; Marty 
Littrel; Paula Mitchell 
FW: century aluminum jobs 

FYI. Mark 
- ”  . _ _ _ -  - _ -  ” 

Fro-&: -;ailto-- -- - 
Slenk: Monday, July 16,2012 2:14 PM 
TO: Mark Bailey 
Subject: century aluminum jobs 

mr. b a i l e y ,  

i understand a companies need to make a profit. i understand big rivers 
need to meet current requirements by the federal government. if century 
closes, it will be harder  for big rivers to make any money, as i‘m 
sure century is a major customer. millions of dollars a month will be 
lost. and then what if they close? big rivers will look for someone else 
to spend as much? Hundereds of jobs will be lost by people who need to 
work and w a n t  t o  work. please, do what you can to help. we need each 
other. 

1 

Case No. 2012-00535 
Attachment for Response to AG 1-172 

Witness: Robert W. Berry 
Page 50 of 53 



Paula Mitchell 

From: 
Sent: 
To: 

Subject : 

Mark Bailey 
Monday, July 16,2012 3% PM 
Albert Yockey; Bob Berry; David Crockett; Eric M. Robeson; James Haner; Mark Hite; Marty 
Littrel; Paula Mitchell 
FW: Please help with power issues 

FYI. Mark 

To: Mark Bailey 
Swbject: Please help with power issues 

MarK, as a worker of Century's Hawesville smelter, and Hancock County native and a father of- 
t am asking for your help. A lot is at stake with the community as jobs in aluminum business is huge in this area with __ 

the smelters being the heart of it. With Century smelter and other jobs a t  risk I hope you have it in you to do what is 
best for al l  of Western Kentucky rate payers to keep our rates as low as possible, and save the area jobs in the process. 
Also question I'd like to ask is without the jobs here in this community who do you think will stick around and need your 
power? As there would be a lot of people moving and relocate to other places to  find jobs. 
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From: 
Sent: 
TO: 

Subject: 

FYI. Mark 

Mark Bailey 
Monday, July 16, 201 2 3:13 PM 
Albert Yockey; Bob Berry; David Crockett; Eric M. Robeson; James Haner; Mark Hite; Mafly 
Littrel; Paula Mitchell 
FW: Please help us solve the power issue 

. .  
To: Mark Bailey 
Subject: Please help us solve the power issue 

Mark, we have a lot at stake in this community with the Century smelter and other jobs a t  risk. As a father of- 
=I am especially concerned with the future. I trust you will work hard in the best interest of a l l  Western 
Kentucky rate payers to keep our rates as low as possible, and save the area jobs in the process. If I can be of help 
educating the public, please let me know. 

Respectfully, 

Hawesville OtJerations 
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From: 
Sent: 
To: 

Subject: 

Mark Bailey , 

Monday, July 16,201 2 5:OO PM 
John Talbert; jmiller@srnsrnlaw.com; Albert Yockey; Bob Berry; David Crockett; Eric M. 
Robeson; James Haner; Mark Hite; Marty Littrei; Paula Mitchell 
FW: Century Aluminum Hawesville KY Power Contract Effect 

To: Mark Bailey; akorn'ey.general@ag.ky.gov; hancockclarion@bellsouth.net 
Subject: Gntury Aluminum Hawesville KY Power Contract Effect 

Hello, 

years. I value my io as many o here at this location. I want to discuss to vou how much I would like to keep mv iob 
My name is- I am employee at  Century Aluminum, and have been working at this facility for five 

and have job secuky. Right rkw as we speak, Century is facing a dilemma with the power contract with Big R;'ve& 
Electric. The issue is to power cost and metal cost. The power cost is too high with the contract they hold with Big 
Rivers per the price per pound which is on the market today. 1 beg you to understand and make changes to that contract 
to allow them to be competitive and keep is running in this dying field on our country today. I know they have agreed on 
an contract in 2008 till many years down the road for power cost, The problem persist upon the power cost is lower on 
the market than Century has the contract with. I f  nothing is changed Century can no longer be in business. Which will 
increase everyone in this sunounding area to pay more in power for the lack of use that Century is using due to their 
shutdown. Can you image the impact it will hold on many families such as mine. No income, no job, no career, and no 
insurance. I am married with a child, and if I lose this job there will be no income for me and my family which I will lose 
everything I own and more. But this will not only effect just me. It will effect many jobs than just lost per plant 
employees, there are contractors who make a living at this plant. Also all of the merchants who sell goods to the plant 
and the list goes on. This will be terrible thing that will happen to this community and surrounding area. So I beg you to 
help me and my family and help yourself, to make a change to this contract. Let Century buy competitive power cost to 
opperate in this dying field in this country today. We Need American Jobs!!!! 

Thank You!!!! 

. 

1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPO 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 28, 2013 

1 Item 173) Provide all documents associated with the MIS0 

2 

3 

evaluation of Big Rivers membership. 

4 Response) Big Rivers is not aware of any documents associated with a 

5 MISO evaluation of Big Rivers’ membership. The only known MISO 

6 documents related to Big Rivers’ membership were included in the 

7 Commission Case No. 2010-00043. 

8 

9 Witness) David G. Crockett 

Case No. 2012-00535 
Response to AG 1-173 

Witness: David G. Crockett 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Offlce of the Attorney General's 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 , 2 0 1 3  

Item 174) Are there any additional steps required to terminate the 

TIER rebate mechanism and requirement at the point Alcan 

terminates its Smelter Agreement, or wouZd the TIER rebate 

mechanism and requirement expire automatically at that point? 

Response)  There are two components of the TIER Adjustment Charge 

rebate mechanism - the TIER Adjustment Charge which applies to the 

Smelters, and the Rebate Adjustment ('%A") Tariff that applies to the Non- 

Smelters. For the Smelters, when both the Century and Alcm contracts are 

no longer effective, the Smelter TIER Adjustment Charge mechanism will he 

eliminated without requiring regulatory action. For the Non-Smelters, the 

RA Tariff is only triggered by Section 4.9 of t.he Smelter Agreements, so  from 

a practical standpoint, it will he eliminated when those contracts are 

terminated. Officially, the elimination of the RA Tariff will require Big Rivers 

to file seeking Commission approval to withdraw the tariff. 

Witness) John Wolfram 

Case No. 2012-00535 
Response to AG 1-174 

Witness: John Wolfram 
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APPLICATION OF BIG RIVERS ELECTRIC CORP ION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 2 8 , 2 0 1 3  

I t e m  175) Assume Big Rivers Financial Model projections provided in 

this case. Please state when Big Rivers’ financial modeling indicates: 

a. the Economic Reserve will be exhausted; and, 

b. the Rural Economic Reserve will be exhausted. 

Response)  

a. Please see response to PSC l-l4(b).  

b. Please see response to PSC 1-14(b). 

Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-175 

Witness: Travis A. Siewert 
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APPLI[CATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response  to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 ,  2013 

February 2 8 , 2 0 1 3  

I tem 176) Please refer to the current bylaws provided in response to 

PSC 1-1. Please provide documents which show and explain the 

purposes and reasons for the substantive changes (non-typographical) 

to the bylaws indicated by “blackline.” 

Response) Big Rivers objects to the extent that this request seeks 

information that constitutes attorney work product or that is subject to the 

attorney-client privilege. Notwithstanding this objection, but without 

waiving it, Big Rivers states that the changes to Big Rivers’ bylaws that have 

occurred since the test year in Big Rivers’ last rate case, P.S.C. Case No. 

20 1 1-00036, excluding typographical and format corrections, were made to 

reflect board-approved changes in titles and responsibilities of corporate 

officers. Rig Rivers is not aware of any documents, other than the 

amendments themselves, that explain these revisions, but believes the 

amendments are self- explanatory. 

Witness) Mark A. Bailey 

Case No. 2012-00535 
Response to AG 1-176 

Witness: Mark A. Bailey 
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APPLICATION OF BIG RIVERS ELECTRIC CQRBO 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 23012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 2 8 ,  2013 

Item 177) Please refer to the Financial Policy provided in response to 

PSC 1-2, at item 4.d. Explain the distinction between interest rate 

hedging for  t‘speculative” purposes, and for non-speculative purposes, 

and specifically how Big Rivers makes and applies the distinction 

between the two hedging purposes. 

Response) The distinction between interest rate hedging for “speculative” 

purposes, and for non-speculative purposes can be explained as: 

speculative is entering into a financial arrangement based upon the 

anticipated rise or fall of interest rates over a period of time; whereas non- 

speculative is entering into a bi-lateral financial arrangement to smooth out 

cash flows over a period of time. Big Rivers makes and applies this 

distinction between the two hedging purposes. 

Witness) Billie J. Richert 

Case No. 2012-00535 
Response to AG 1-177 

Witness: Billie J. Richert 
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APPLICATION OF BIG RIVERS ELECTRIC C N 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,  2013 

February 28 ,  2013 

Item 178) Please refer to the Financial Policy provided in response to 

PSC 1-2, 2kt item 5. Please provide copies of all documents presented 

to and considered by the Board in connection with the past three 

“Annual Fiscal Reviews. ’’ 

Response) Attached are copies of the documents presented to and 

considered by the Board in connection with the past three “Annual Fiscal 

Reviews .” 

Witness) Billie J. Richert 

Case No. 2012-00535 
Response to AG 1-178 

Witness: Billie 3 .  Richert 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECT 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 ,  2 0 1 3  

I tem 179) Please provide the Sargent & Lundy environmental 

compliance study produced by Big Rivers in Case No. 2012-00063. If 

necessary, please provide under seal of confidentiality. 

Response) Big Rivers objects to this request on the grounds that it seeks 

information that is irrelevant and not likely to lead to the discovery of 

admissible evidence. Not.withstanding that objection, but without waiving it, 

please see the document responsive to AG 1-179 on the PUBLIC CDs 

accompanying these responses. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-179 

Witness: Robert W. Berry 
Page 1 of 1 
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APBLIICATI F BIG RIVERS ELECTRIC C 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 ,  2013 

Item 180) Please provide the monthly payments, that Big Rivers has 

made t o  MIS0 for Network Integrated Transmission Service, as well as 

the corresponding monthly coincident peak demand, and the hour 

and date of the CP demand, for Kenergy, Jackson Purchase, and 
Meade County load, and each smelter, i f  the smelter load is treated 

separately, since Big Rivers began taking sewice under the MZSO 

OATT. 

Response) Because Big Rivers is both the load and the transmission 

owner, each month, Big Rivers has offsetting charges for Network Integrated 

Transmission Service (NITS) for its load and revenue credits as the 

transmission owner. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-180 

Witness: Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CQRP 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General's 
Initial Request  for Information 

Dated February 1 4 ,  2013 

February 28,2013 

Item 181) Please Provide Big Rivers formula rate filings, and the 

spreadsheets used to develop each filing, for each year that Big Rivers 

has made such filings under Attachment 0 of the MISO OATT. 

Response) Please see the following files provided in electronic format, 

which were used to develop Big Rivers' M I S 0  Attachment 0 rate filings: 

1. AG 1-181 (Siewert)(Attachment MISO OAT" Attachment 0 

BREC 2009) 

2. AG 1-181 (Siewert)(Attachment MISO OATT Attachment 0 

BREC 2010) 

3. AG 1-181 (Siewert)(Attachment M I S 0  OATT Attachment 0 

BREC 20 10 (rev0 1-06- 12) Standard Form) 

4. AG 1-181 (Siewert)(Attachment M I S 0  OATT Attachment 0 

BREC 201 1) 

Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-181 

Witness: Travis A. Siewert 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 28,2013 

I tem 182) Please identify and describe the provisions of BREC’s “All 

Requirements” contract with Kenergy that would permit Kenergy to 

serve Smelter load from “the Market.” 

Response)  Big Rivers objects to this request on the grounds that it seeks 

information that is protected by the attorney-client and attorney work 

product privileges. Big Rivers also objects to this request on the grounds 

that Big Rivers has previously provided all information and documents 

necessary for the intervenor to determine the response without further 

input, Notwithstanding these objections, but without waiving them, please 

see the attached documents. 

Witness) Counsel 

Case No. 2012-00535 
Response to AG 1-182 

Witness: Counsel 
Page 1 of 1 



U. S. DEPARTMENT OF AGRICULTURE 
RURAL IJTTEITlES SERVECE: 

1 RUS BORROWER DESIGNATION KY 62 Big Rivers Electric Corp. 

I THEWITHIN AMENDMENT TO WHOLESALE POWER AGREEMENTS DATED 

FEBRUARY 16, 1998, AND JUNE II, 1962, BETWEEN BIG RIVERS ELECTRI 
_I- --- - 

.- CORPORATION AND GREEN RIVER ELECTRIC c a w a w n m  --- 
SUBMITTED BY THE ABOVE DESlCNATED BORROWER PURSUANT TO THE 
TERMS OF THE LOAN CONTRACT. IS HEREBY APPROVED SOLELY FOR THE 
PURPOSES OF SUCH CONTRACT. 

Case No. 2012-00535 
Attachment 1 for Response to  AG 1-182 

Witness: Counsel 
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,A~J~ENDMIEW TO WHOLESALE POWER AGReEMENTS DAmD 

CORPORATION AND GREEN RIVER ELECTRIC CORpORA’I?c(aN 
FEBRUARY 16.1988, AND I1.1962, BETWICEN BIG RxvEprs ELECTRIC 

THIS AMEMpF/fl%NT TO WHQXmAILE POWER AGREEMENTS is dated 

r’ 1998, by and hetween BIG RIVERS ELECTRIC CORPORATION, 

p.0. BOX 24,201 Third Street, Henderson, Kentucky 42420 (‘“Big Rivers”), First Party, and 

GREEN FUVER EIBXRIC CORPORATION, P.O. Box 13 89,3 1 11 Fairview Drive, 

OwensboTo, Kenlucky 42302-1389 (‘‘Green River”), Second Party, both parties being 

cooperative corporations organized and operatbg under K U  Chapter 279 and related c h p t m  

and sections of the Kenti!c!cy Xevised Statutes. 

WHEREAS, the parties hereto entered into a wholesale power agxemeni dated 

June 11,1962, as amended, regarding the terms and conditions on which Big Rivers would seU 

Green River all its wholesale power requirements for electricity (the “1962 Agreement”); and 

W R X A S ,  the parties hereto entered into an mended and restated agreement 

dated February 16,1988, a s  amended once on June 14,1989, twice on December 8, 1989, Once 

on March 28,1990, once on September 23,1991, once on September 24,1991, once on 

December 2,1993, once on May 15,1997, and once on November 21,1997 regarding the terns 

and conditions on which Big Rivers would sell Green River all its requirements for electricity for 

resale to certain large industrial customers of Oreen River (the “1988 Agreement”); and 

WHEREAS, the parties now desire to amend the I988 Agreement to update the 

list of covered contracts to delete the Agreement for Electric Service Between Green River 

Case No. 2012-00535 
Attachment I for Respanse t o  AG 1-182 

Witness: Counsel 
Page 2 of 20 



Electric Corporation and NSA, Inc. dated June 14, 1982, as mended, and the Agreement for 

Electric Service between Green River Electric Corporation and Southwire Rod and Cable, dated 

June 8,1989, m d  to exclude the Agreement fox Electric Service between Green River Electtic 

Corporation and Southwire Company of even date herewith; and 

WWEREAS, the Parties nopI desire to amend the existing all requirements nature 

ofthe contracts between Big Rivers and Green River to terminate Big Rivers’ responsibility to 

provide the wholesale power supply used by Green River to serve Southwire Company; and 

W!3EIBAS, theParties seek to establish Green River’s abiIity to step outside the 

all requirements provisions of the 1962 Agreement a d  the I988 Agreement under the 

circumstances identified in this Amendment; 

NOW, THX$EFORE, in consideration of the mutual covenants of fhe parties 

hereto, the parties agree as follows: 

Section 1. 

in Schedule 1, which is attached hereto and incorporated herein by reference. 

Section 2. 

1. DEFXNI?TONS: 

Exhibit 1 to the 1988 Agreement shall be and is hereby amended to read as set out 

The Agreements are amended to include the following provisions: 

1.1 1962 Arrreement: The wholesale power agreement dated June 11,1962, as 

amended, regarding the terms and conditions on which Big Rivers now sells 

Green River all its wholesale power requirements fox electricity. 

1988 Ameement: The mended and restated agreement dated February 16, 1988, 

as amended, regarhng the terms and conditions on which Big Rivers now sells 

1.2 

2 

Case No. 20’12-00535 
Attachment 1 for Response to AG 1-182 

Witness: Counsel 
- 
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Green River all its requirements for electricity for resate to certain large industrid 

customers of Green River. 

Agreements: Collectively, the 1962 Agreement and the 1988 Agreement. 

A m e m a t  for Electric Service: The Agreement ?&I Electric Service between 

Green River EIectric Corporation and Southwire Company, of even date herewi& 

as it exists on the Date of Implementation. 

Ancillary Services: Those services that are necessary to support the transmission 

of energy &om resources to loads while maintaining reliable operation of Big 

Rivers’ transmission system, set forth and described in Big River;’ Open 

Access Transmission TariEf as filed with and approved by the KPSC andor 

E R C ,  as applicabIe. 

BiE Rivers/LEC Transaction: The transaction contemplated by a series of 

agreements under which Big Rivers, LG&E Energy Corp. (“LEC”), and afdiates 

of LEC will enter mto a Phase I or Phase II transaction wherein (i) Big Rivers will 

sell the output of, or lease, i ts generators to LEC affiliates and under which, inter 

alia, (ii) LEC affiliates, instead of Big Rivers, will provide whoIesale power to 

Green River for resale to Southwire. 

Biy Rivers Transaction Tariff: The Tariff filed by Big Rivers with the KPSC to 

become effective in canjunction with the Big RiversLEC Transaction. 

Date of Implementation: 1201 am. on the day after the closing date of the Big 

Rivers/LEC Transaction. 

1.3 

1.4 

1.5 

7.6. 

1.7 

1 .& 

3 
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1.9 Desimated Third-Partv Supplier: Any supplier of wholesale electric service who 

1.10 

1.11 

1,12 

1.13 

1.14 

1.15 

1.16 

1.17 

sells electric capacity or energy directly to Green River for resale to Southwire. 

FERCr The Federal Energy Regulatory Commission or any snccessm agency. 

KPSC: The Kentucky Public Service Commission or any successor agency. 

- LEM: LG&E Energy Marketing Inc., an af€iliate of LEC. 

OASIS: Open Access Same-time Information System, an information system and 

standards of conduct developed in accordance with Part 37 of FERC's regulations 

and all additional requirements implemented by subsequent FERC orders dealing 

with OASIS, on which Big Rivers will past its avdable transmission capacity 

pimuant to its Open Access Transmission TaTiff and an which it will accept all 

requests for transmission service. 

Open Access Transmission Ta5E Any transmission tariff approved by FERC 

following a filing by apublic utility pursuant to 18 C.F.R. 35.28(~)  or approved 

by FERC as constituting recipracal transmission service following a s~~bmittd by 

a non-public utility pursuant to 18 C.F-R. 35.28(e) or approved by the KPSC. 

m: The Rural Utilities Service or any siiccessor agency. 

Southwire: Southwire Company. 

Tier 1 Service: The take-or-pay electric service provided by Clreen River to 

Southwire whereby Cmw River purchases power directly from an LEC affiliate 

for resale to Southwire, as set forth in the Agreement for Electric Service. 

4 
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2. 

1.18 Tier 2 Service: The electric service associated with delivery of energy designated 

as “Tier 2 Energy,” including Tier 2 Supplemental Energy, provided by Green 

River to Southwire whereby Green River purchases wholesale power direcfly 

ficom an LEC af5Iiate for resale to Southwire, as set forth in the Agreement for 

Electric Service. 

Tier 3 Service: The electric service provided by Green River to Southwire 

whereby Green River purchases power directly Trom an LEC affiliate through 

December 31,2000 and thereafter from Tbird-Party Suppliers selected by Green 

Rivex for resale ta Southwire as set forth in the Agreement for Electcic Service. 

WKEC: Western Kentucky Energy Company, one of the LEC dfiliates. 

Workina Dav: Any Monday through Friday of each week except legal holidays 

1.19 

1.20 

1.21 

established by law in the United States of America or the Cornmanwealth of 

Kentucky. 

Commencing on the Date o f  Implementation, Big Rivers shall be under no obligation to 

provide wholesale power to Green fiver for resale to Southwire and Green River shall be 

under no obligation to purchase wholesale power from Big Rivers for resale to Southwire. 

Big Rivers shall in no case have any Tier 1, Tier 2, Tier 3 Service, or any other wholes& 

power supply responsibilities to Green River with respect to any Southwire load, 

excepting only any Tier 3 Service power supply arrangements that later may be 

negotiated between Green River and Big Rivers for wholesale service for any period after 

Dxernber 31,2000. Notwithstanding the above, Big fivers shall be obligated to provide 

5 
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3. 

Green River and/or any Designated Third-party Supplier with unbundled transmission 

service and certain specified Ancillary Services, as set forth below in Paragraph 3.  As of 

the Date ofhplementation and thereafter, neither Creen River nor Southwire, nor any 

subsequent wholesale supplier of power consumed by Southwire shall have any 

responsibility for any stranded investment costs, exit fees or other costs, whether or not 

foreseeable, o f  any kind whatsoever related to the financing, construction, operation, 

maintenance or decommissioning of Big Rivers’ generating assets or the Big Rivers 

transmission system or other assets, or related to Green River’s contractual obligation to 

Big Rivers with respect to Big Rivers’ service to Green River to serve SQUhWke’S load at 

the NSA Smelter or the Southwire Rod & Cable Mill; provided, however, that nothing in 

the above language shall excuse any party f b m  any new contractual obligations agreed to 

by that party after the Date of Implementation relating to the hancing, construction, 

operation, maintenance or decommissioning of any new, dedicated transmission facigties 

on Big Rivers’ tmnsiftission system used for the provision of transmission service for the 

power consumed by Southwire. Notwithstanding the above, Green River shall have * e  

obligation tD pay Big Rivers amounts owing under Big Rivers’ tariff for service rendered 

to Green River on behalf of Southwire prior to the Date of Implementation. Other than 

with respect to the wholesale power supply f o r  Southwire’s load, the a l l  requirements 

provisions of the Agreements shall remain in effect 

Big Rivers covenants to Green River as follows: 
a 

6 
! 

I 
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3.1 Big Rivers will transmit over Big fivers’ frammission system (i) energy 

purchased by Oreen River fkom Designated Third-party Suppliers fm resale to 

Southwire as Tier 1, Tier 2 and Tier 3 Service, and (ii) energy constituting all ox 

any portion of Southwire’s Tier 1 purchase ohligation under its Agreemat for 

Electric Service that is to be resoId by Green River pursuant to the Agreement for 

Electric Service. Big Rivers will provide b.ansrnissian service to Green River or 

any Designated Third-party Supplier for the above service in accordance with the 

type of transmission service reserved on Big Rivers’ OASIS by Cneen River or 

any Designated Third-Party Supplier, or as transmission is othenvise available 

consistent with Big Rivers’ Open Access Transmission Tariff. 

Big fivers agrees, with respect to Tier I, Tier 2, and Tier 3 Service, provided by 

Green River to Southwire, to provide Green River or any Designated Third-party 

Supplier with all transmission and Ancillary Services offered to WKEC and/or 

I,EW as part of the Big RiversLLEC Transaction and to offer Green River or any 

Designated Thil-d-Pm Supplier all rates, terms, and conditions far transmission 

(including firm and non-firm point-to-point service and network service) and aII 

Ancillary Services in accordance with Big Rivers’ Open Access Transmission 

Tariff, as such tariff is then in effect. Notwithstanding the above, Big Riven 

agrees to provide reactive power to G-reen E~er with respect to the power 

delivered to Southwire as set forth in Paragraph 3.3 below. 

3.2 

7 
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3.3 For all power sold by Green River to Southwire through the expiration or earlier 

termin&~on of the Agreement for Electric Service, Green River, in order tb avoid 

liability for additional payments to Big Rivers for reactive power as set foah 

below, shall: (i) during the period &om the Date of Implementation through 

December 3 1,2000, require Southwire to maintain a power factor at the poinf: of 

delivery specified in the Agreement fix Electric Service as nearly as practicable to 

unity and in no case shall the power factor be allowed to fall below 0.90 leading 

or lagging with respect to the power delivered thereunder; and (ii) diUing the 

period from January 1,2000 through the expiration or earlia: termination of the 

Agreement for Electric Service, require Southwire to maintain its usage of 

reactive power at the point of delivery at a level such that the reactive power 

demand does not exceed the reactive demand that would occur at a power fxtor 

of0.90 lagging at the m e t e d  demand up to 339,000 kilowatts (accordingly, the 

reactive power recorded by Southwi*e at the point of delivery shall not exceed 

164,185 kilovars when the metered demand is at or above 339,000 kilowa&). 

Big Rivers, in consideration for certain payments to be received from LEC or its 

affiliates as part of the Big RiversLEC Transaction, agrees to provide reactive 

power to Green River at no additional cbarge so long as Southwire's usage of 

kiIovars remains within the levels specified in (i) and (E) above. fn the event that 

Southwire's recorded seactive power demand exceeds the limitations set forth 

above, Green River agrees to purchase sufficient reactive power &om a third-party 

8 
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soince to maintain the above specified power factor or usage of reactive power, or 

pay Big Rivers far such required amounts of reactive power, if available from Big 

Riven The above described reactive power limits shall not be applicable to any 

reactive power consumed on the proposed fifth pot line by Southwire. 

Specifically with respect to any fifth pot h e  that may be constructed at the 

southwire smelter for all Energy that Southwixe purchases and receives ftom 

Green River, Green River shall require Southwire to maintain a power factor at 

the point of delivery #at shall be at unity or leading, but in no event shaU be 

lagging. Green River shall require Southwire, at its sole expense, to either instdl1 

the necessary equipment or pay Green River’s CQS~S to acquire the necessary 

reactive power from third-party suppliers of generation-based ancillary services, 

to satisfy the limitation set fodh in this paragraph 

Big Rivers agrees to continue to perform for @em River with respect to service 

to Southwire those services set forth in Schedule 2 to this Agreement, in a m e r  

consistent with historical practices at no additional charge to Green River or 

Southwire in considemtion for certain payments lo be received ftom LEC or its 

affiIiates as part of the Big RiversiLEC Transaction In addition to h s e  services 

enumerated on Schedule 2, Big Rivers will continue to perform without additional 

charge those operations and maintenance services reasonably performed by a 

wholesale power supplier in a manner consistmt with hisbrical practices between 

Big Rivers and Green Rivw. Any power supply meter reading and billing 

3.4 

9 
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services performed by Big Rivers for Green River and any Designated Third- 

Party Supplier consistent with this Section 3.4 shall be provided separately &om 

Big Rivers’ billing for transmission and ancillary services, which shall be 

provided in accordance with Big Rivers’ Open Access Transmission Tariff and 

this Amendment. 

Big Rivers agrees and reco@zes that each of Green River and Southwire shall 

have the right to intervene, frilly pdc ipa te  in, and challenge at any regulatory 

proceeding at the appropriate regulatory agency (i) the applicable transmission 

rates, (ii) the applicable transmission loss factor, andlor (5) the appropriate 

methodology used to determine the applicable Big Rivers’ transmission rates or 

transmission loss factor used in Big Rivers’ Open Access Transmission TarifE. 

3.5 

4. Big Rivers’ commitment to provide the transmissbn service, hcillaxy Services, and 

other services set forth Paragtaph 3 above to fslver andor any Designated Third- 

Party Supplier shall be contingent upon the folIowing conditions: 

4.1 Green River and/or any Designated Third-Party Supplier shall make a monthly 

payment to Big Riverj of the full amount owing for all such transmission service 

and AnciIlary Services. 

Green River and/or any Designated rhinl-Party Supplier shall mange for 4.2 

nansmission and any required Ancillary Services using Big Rivers’ OASIS to 

determine the availability of, and to reserve transmission on, Big Rivers’ 

transmission system for the type of transmission sought far the Tier 1, Tier 2 and 

10 
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Tier 3 Service power purchased by Green River fiom Designated Third-party 

Suppliers. 

Grwn River andfor any Designated Third-Party Supplier shall pay for 

transmission service and all required AnciIla.ry Services on Big Rivers’ 

transmission system according to the rates, terms, and conditions contained in the 

Big Rivers Transaction Tariff and, where applicable therein, Big Rivers Open 

Access Transmission Tariff. 

With respect to Tier 3 Service ( e r  December 3 1,2000) Creen River shall 

purchase from its Designated Third-party Supplier(s) sufficient amounts of energy 

to compensate for transmission losses in accordance with the applicable 

4.3 

4.4 

trammission loss factors and in the manner specified in the Open Access 

Transmission Tariff of Big Rivers.. 

4.5 The Designated Third-party Supplier shall have delivered such Tier 1, Tier 2 or 

Tier 3 Service power to the Big Rivers transmission system as scheduled by 

Green River or that Designated Third-party Supplier. 

5. Green River agrees to purchase, or cause Designated Third-party Suppliers to purchase, 

transmission services fhm Big Rivers under the following terms and conditions. Dnring 

the period commencing Janrmy 1,2001 and terminating December 31,201 0, Cxem 

River shall reseme and pay for, or cause one or more Designated ”hird-Party Suppliers to 

reserve and pay for, b transmission services (including all transmission based ancillary 

services) on Big Rivers’ transmission system at the applicable rates under Big Rivers’ 

11 
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@en Access Transmission Tariff to deliver all or apomon of the Tier 3 Service that 

Green River pwrchases for resale to Southwire. Green &ver fwther agrees that in &e 

event that the amount paid to Big Rivers in any month dmkg the subject ten. year pperiod 

is less than $83,300, Green River shall pay an additional a m o u ~ t  to Big Rivers q u d  to 

the difference in such month between $83,300 and the amount paid for suchreserved 

transmission. Big Rivers agrees that provided Green River requires Southwire in the 

Agreement fbr Electric Service to take-or-pay for delivery of Tier 3 Semice in an mount 

that is no less than $83,300 per month during the subject ten-year period, then Big Rivers 

will hold Green River harmIess for any portion of Southwire’s take-or-pay transmission 

obligation not received by Green River from Southwire. Green River agees to assign to 

Big Rivers any rights of action it may have against, or  payment obligations f i o q  

Southwire in cannection with a failure by Southwire to pay Green River the above 

described take-or-pay commitment to be set forth in the Agreement for Electric Service. 

To the extent that Green River is in material breach of its responsibiiities herein to Big 

Rivers relating to the wholesale power used to serve Southwire, Big Rivers shall be 

entitled to suspend fhe provision of transmission service, Ancillary Services, and Dther 

services for the wholesale power to be sold to Southwire until such time as Green River is 

no longer in such breach. Prior to any such suspension, Big fivers shall give &em 

River fifteen (1 5) days’ notice and an opporhmity to cure such a breach. Copies of such 

notice also shall be sent in writing to Southwire and LEM at that time. 

6. 
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7. Big Rivers shall indemnify and hold Oreen River harmless fiom any liability to my 

Designated Third-Party Supphrs or Southwire that accrues as a result of a failure by Big 

Rivers to perform its obligations relating to Tier 1, Tier 2, or Tier 3 Service under this 

Amendment that is not excused by reason of Uncontrollable Forces or by an act or 

amission by Green River, its employees and agents that causes such failure to perfom by 

Big Rivers. 

Green River shall indemnifjr and. hold Big Rivers harmless Eom liability for any liability 

to Designated Third-party SuppIiers occasioned by purchases of Tier 3 Service under this 

Amendment, except where such liability arises by action or omission of Big Rivers, its 

employees and its agents, other than Creen. River. Further, Green River shall i n d e ~ f y  

and hold Big Rivers harrnless for any expense incurred by Big Rivers or liability of Big 

Rivers to Designated Third-Piirty Suppliers a s  a result o fa  failure by Cneen River 01: 

Southwire to perform their obligations with respect to Designated Third-party Suppliers 

under the Agreement for EIectric Service or, with respect lo Green River, any agreements 

with Designated-Third Party Suppliers, provided that such failure to perform such 

obligations is not due to an act or omissian of Big Rivers or its employees and its agents, 

other than Green River. 

In the event of any conflict between the provisions of this Amendment and those ofthe 

A,greements it amends, the provisions ofthis h m b e n t  shall govern. Any obligation 

ofBig Rivers under the Agreements to p d o m  any covenant required of Green River 

under the Agreement for Electric Service with Southwire, s h d  not extend to the duties of 

8. 

9. 

13 

Case No. 2012-00535 
Attachment 1 for Response to AG 1-182 

Witness: Counsel 
Page 14 of 20 



Green River as they relate to Tier 1, Tier 2, or Tier 3 Service. Other than as set forth in 

Paragraph 3 of this Amendment, Big Rivers shal1 have no obligations to Green River or 

Southwire relating to Green River’s provision of eIectric service to Southwire, except as 

provided in Parapph 10 of this Amendment, and my provisions of the Agreements 

inconsistent with this Amendment shall be of no fixther force and effect. 

Except to the extent not permitted by Kentucky law and Internal Revenue Service laws, 

regulations and promulgated rules regarding cooperative operation and tax accounting 

that become effective after the Date of Implementation, Big Rivers agrees to record for 

financial reporting and tax a ~ ~ o ~ n t i n g  purposes patronage capital as fbI1ows: 

10.1 

10. 

Only margins from patronage source income wilI qualifjr for allocation as 

patronage capital None of the LG&E Parties will be treated as a member or 

10.2 

patron under the Big RiverslLEC Transaction. Big Rivers will not credit to any 

patron’s account any margin on Souibwire sdes or any other patronage capital 

that couId be attributable to transactions invoking LEM. Non-patronage income 

will be booked as equify of Big Rivers that shall be paid to members ofBig 

Rivers on liquidation as payments on account of property rights of such membeB. 

Upon a liquidation of Big Rivers, Big Rivers will pay all liabilities, including 

taxes, then pay the balance of capital acc0unf.s (membership fees and assigned 

capital credits) and, if monies remain, such monies will be paid to Big Rivers’ 

members on account of property rights for the benefit of the members of Big 

Rivers’ member distribution cooperatives (including Southwire) based upon the 
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historicai patronage measured by kilowatt hours from Big Rivers over the life of 

the organization. The life of the organization is defined to begin at the dare Big 

Rivers was created and is not redefined or otherwise modified by Big Rivers’ 

bankruptcy fiIing, reorganization, ar the confirmation of the plan of 

reorganization, or otherwise. 

Big Rivers and Green River agree with each other that neither Big Rivers nor 

Green River will permit any amendments or modifications of its bylaws that 

would adversely af€ect Southwire’s rights to distribution hereunder. Green River 

agrees with Big Rivers that Southwirt will share OR a non-discniminatory basis the 

allocations of patronage capital and payments on account of property rights of 

members distributed by Big Rivers to Green River and that such allocations sh& 

be promptly distributed to Southwire. 

10.3 

11. a s  Amendment shall commence as set forth in Section 3 below, and shall terminate 

upon the Iater of the expiration or termination of that transaction or the termination or 

expiration of the Agreements. However, notwithstanding the foregoing, Big Rivm shall 

have no responsibilities io Green River with respect to service to Southwire after the 

earlier to occm of December 3 1,201 0 or the date of termination of the Agreement for 

Electric Service. 

Secfion 3. 

following conditians precedent occurs: 

This Amendment shall be effective on the date upon which the last of the 
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1. This Amendment is approved by the Administrator of the Rural Utilities Service, 

and 

This Amendment has been f l ed  with and accepted by the KPSC; and 2. 
I 

3. Southwire, Green River and Big Rivers shall have exwuted and filed all agreed 

orders of dismissal af Litigation pursuant to Schedule 5.X(b)(lS)(i) and Schedule 

5,1@) (15)(ii) of the Plan of Reorganization and any and all claims and causes of 

action to which Southwire is a participant against Big Rivers as debtor or 

restructured debtor, shall have been settled, comprised and released in a manner 

I 

I 

acceptable to Big Rivers, Green River and Southwire pursuant to Section 5.3@) of 

the Plan of Rwrganizatian, and 

The Phase I or Phase D[ Transaction with LEC and its affiliates shalt have become 

effective. 

4. 

IN TESTIMONY WHEREOF, the parties hereto have executed this Amendment 

in multiple countexparts as o f  the date first hereinabove written. 

ATTEST: 

BIG RIVERS ELECTRIC COWORATiON 
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GREEN RNER ETdECTRIC CORPORATION 

.- By: 

ATTEST 

-- 
Secretary 
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Schedule 1 

CONTRACTS OF GREEN RlVER ELECICRTC CQRPBFL4TION 
FOR RESALE OF ELECTRIC SERVICE TO HNIDUS- CUS?"OmRs 

(1) Agreement for Electric Service between G e m  River Electric Corporation a d  
Martin Marietta Aluminum, Inc., dated May 15,1978, as amended by Amendment No. 1 thereto, 
dated November 5,1979. Martin Marietta Aluminum, Inc., changed its name to Cnmmonwedth 
Aluminum Corporation effective January 11,1985, and changed its name to Commonwealth 
Industries, effective __ 

(2) Amended and Restated Agrement for Electric Service between Green River 
Ele&c Corporation and. Willamette Industries, hc. - Kentucky Mills Division, dated September 
16, 1991. 

I8  
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Services to be Provided by Big Rivers to Green River with Respect to Service t o  Southw&-e 

I. Perform line switching services in Big Rivers’ generation switchyards to provide 161 kV 
line outages as requested by Southwire. 

2. Maintab., test and repair Big Rivers’ two way radio located in Soutt~wire’s control room 
which is used fat emergency commuaication. 

3. Maintain, test and repair ring-down communication teIephone systems that connects Big 
Rivers’ control center to the Southwire control room. 

4: Maintain, test and repair the relays located in Big Rivers’ generation switchyard control 
buildings that =e associated with the pilot wire schemes between Big Rivers switchyards 
and the Southwire switdhyard. 

5. Maintain, test, repair arid read all revenue meters and revenue metering associated 
equipment used to deliver power to Southwire. 

6. Maintain, test, repair and read the meter pulse generation devices located in Big Rivm’ 
generation switchyards used for Southwire load control efforts. 

7. lnspecf maintain, and repair the 161 kV lines located between Big Rivers’ generation 
switchyards and the Southwire switchyard 

8. Submit on a timely basis bills for G m  River to Southwire and supply to Green River 
biIling information regarding the manthly revenue meter readings. 
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Term for Settlement of Smdter Issues 

This Schedde 5.4(a) sets forth fundamental understzndings in connection with 
the resolution of all Smelter issues and the preparation of other documents which, 
CoIlectiveIy, will. encompass the Smelter settlement as incorporated into the First 
Amended Plan of Reorganization Proposed by Big Rivers EIectric Corporation Under 
Chapter 11 of the Bankruptcy Code, as Amended and Restated June 9, 1997 (the 
"PIan"), as modEed by the Plan Modifications. In the event of conflict between this 
schedule and any executed agreement, the agreement wiIl govern. The understandings 
are as follows: 

1. Basic h x o m i c  Tams. Big Rivers Electric Corporation ("Big 
Rivers"), Green River Electric Corporation ("Green River Electric"), Henderson 
Union Electric Cooperative Corp. ("Headerson Union"), and LG&E.krgy Markem 
Inc. ("LEM"), together with Ncan ~~urrh!un Corporation ("Mcm"), NSA, Inc. 
("NSA") and Southwire Company ("Southwire") (Couectively the "Smekrs"), have 
reaclxd an understanding on the bask ecoLulmic terms of new power contracts, as set 
foah in Schedule 5.3 (a), which is hereby in0Drporated herein as a part oft& Schedule 
5.4 (a). 

(a) StmaJlbgr Amxment. The parties agree that no Standby Power 
Apeement wiU be required bemuse Big Rivers will no Ionger be the wholesale power 
SuppIier to Henderson Union and Green River Electric on behalf of the Smelters. 

(b)- -Nou-&banm Agreemait. The parties agree t h a t a m -  
disturbance agreement between the RUS and the Smelters will not be required because 
EEM has assumed a direct obligation to pay to RUS on behalf of Big Rivers an amount 
equal to the "Monthly Margin Payment," as defined in the Transaction Agreements, so 

.that in no event will RWS, as creditor of Big Rivers, have any security or other 
h n c i d  interest in any of the smelter contracts or in any revenue g e m t e d  by power 
sales to the Smelters. 

3. Supply ObEgaticm 

(a) T e d o n  of §u~ply ObUpatim by Big Rivers. 
Commencing at 12:01 a.m. on the day after the Closing Date of the LG&B b g y  
Transaction (Wate of Pmplementation"), Big Rivers shall be under 110 obSigation to 

I CapitaIized terms not otherwise defmed herein shall have the meanings ascribed to h in the 
Plan, as modified by ttU: Plan Modifications. I 

Case No. 2012-00535 
Attachment 2 for Response t o  AG 1-182 

Witness: Counsel 
Page 1 o f 1 3  1 



provide power to Green River EIect.15~ and Henderson Union for consumption by 
Southwire and Aican and Green River Electric and Henderson Union shall be under no 
obligation to purchase power from Big Rivers for consumption by Southwire and 

' Alm. Big Rivers shall in no case have any power supply responsibilities to either 
Green River Electric with respect to any Southwire load or to Henderson Tlnion with 
respect to any Alcan Ioad. Notwithstanding the above, Big Rivers shall be obligated to 
provide Green River EIectric and Henderson Union andor Green River Electric's and 
Henderson Union's designated wholesale power supplier with unbundled transmission 
senrice set forth in paragraph 6 below and certain quantities of reactive power set forth 
in paragraph 7 below. 

! . '  
---I 

(b) C o ~ ~ c t ! l I i ~ t  of LEM's POWW SUaply Obligation. 
Commencing on the Date of ImrpIemer,~tion, LEM will become the designated 
wholesale power supplier to Green River Electric and Henderson Union with respect 
certain amounts of energy and capacity. Such energy and capacity will be p c b d  by 
Green River Electric and Henderson Union for resale to Southwire and AI=, 
respectiveIy. LFM and each of Henderson Union and Green River Electric will ener 
into an Agreement for Electric Service, the term of which wilI comme~~ce on tbe Date 
of Implemmtiop and expire as of December 31, 2011 and December 31, 2010, 
respectively (''Wholesale AgreeDXXf"'. Pursuant to Such WhoIesale Agreements, 
will sell and the respective Distriiution Cooperative will purchase Tier 1 Energy and 
Tier 2 Energy, each of which will be available tkmghout the term of the Wrholde 
Agreennent; Tier 3 Energy, which will be available to a limited extent and for a W d  

Energy, each of which wil l  be available only during the period from January 1,2001 
through the end of the term of tbe applicable Wholesale Ag~xemrm. & e e ~  River 
Electric and H&derson Union wiU sell to the smeitess, and the Smelters will purchase, 
such power as the Distribution Cooperatives receive from LEM under the same rates, 
tenns and conditions as provided by LEM and such other energy zindior capacity as 
e t t e d  by contract, but subject in all cases to the applicable Distribution Cooperative 

have been filed wi th  and appraved by the: #lpSC. 

I period, as described further below; and Tier 3 Interruptible Energy and Tier 3 l3-p 
-. -._$ 

fee; provided, howver, that to the extent applicable, such rate, terms and conditions -- 

(c) Bmaedl and Unbmdled Services. To the extent LEA/I is the 
wholesale supplier of energy sold to the D i b u t i o n  Cooperatives for resde to the 
Smelters, LEM will, to the extent agreed to, as set forth in definitive & m e n & ,  
reserve and pay for transmission service for all power which it delivers to the 
Distribution Cooperatives. ' The Distribution Cooperatives will reimburse LENI, and 
tlne Smelters will reimburse the Distribution &Tpoperatives, for such transmission service 
in the manner provided in the Wholesale A.greexnents and the associated retail wmct 
between each Distribution Cooperative and its Smelter ("Retail Agreement"). -t 
to the Wholesale Agre.emnts, the cost of transmission-service and certain anci&ry 
services consisting of Regulation and Frequency Response Senice, Energy Imhkmce 
Service, Operating Reserve - Spinning Reserve Service and operating Reserve - 
Supplemental Reserve Service (the "Bundled Ancillary Services") are embedded in &e 
stated energy rates applicable to Tier 1 Energy, Tier 2 Energy and Tier 3 htemtibb 
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Energy and also in the' rate for Tier 3 Backup Energy but onIy to the exrent that LEM 
&arges the Distribution Cooperative a rate" of $0.0307 per kWh for such Tier 3 Backup 
Energy, LEM will charge for Tier 3 Backup Energy at a rate equal to the of 
$0.0307 per kWh or 110% of amounts LEA4 pays to obtain and deliver such energy, 
including any amounts that LEM pays for transmission and ancillary services on any 
third-party transmission systems and 1oO% of the trammission costs on Big Rivers' 
transmission system, provided that LEM will not charge a rate for Tier 3 Backup 
Energy greater than &he rnaxhnum rate for energy imbalance service permitted under its 
rate scikdde for the sale of AnciIlary Servks as filed with FERC. Tier 3 Energy 
provided by LFM to the Distribution Cooperatives under the Wholesale Agreement will 
incIude BundIed Anciliary Services within tfie sulted energy rates. Reactive Power will 
not be provided to the Dimiution Cooperatives or the Smelters directly by E M  under 
tfie Whoiesale Agreements (unless specifically agreed to Fn writing by LEM), but 
rather, will be provided as described in Paragraph 7 below. 

i , *. 

(a) ~ O U ~ S  Q)wing TQ Big Rivers Phior to T-er. 
Notwithstanding section 3(a) above, Southwire and Alcan shall have the obligation to 
pay k e n  River Electric and Henderson Union, respectively, and Green River Electric 
and Henderson Union shall have the obligation to pay Big Rivers, amounts owing under 
Big Rivers' miff for service rendered by Big Rivers to Green River Electric for resde 
to !huthwire and by Big Rivers b Henderson Union for resale to Aim prior to the 
ternination of Big Rivers' power supply obligation. 

4. §tructzue of Tier 3 Service. 

I 
-..zj,. (a) Rates. From the Date of implementation up to and inclu- 

Dcxember 31,2000, the cost of Tier 3 power purchased by Southwire and Alcan from 
Green River Elecbic and Henderson union, respectively, will be $19.20 multiplied by 
the sum of one plus the appiicable transdsion loss facfor. On an$ after January 1, 
2001, through December 31, 2010 and 2011 for Southwire and Alcan, respectively, 
Tier 3 Energy shall be directly acquired by the Smelters from third party supplitrrs and 
outside of Tier 3 at such time as (1) such direct market access is permittixi by applicable 
law and (2) there is no existing contractual obligation of Green River Electric or 
Henderson Union to acquire Tier 3 Energy for resale to Southwire or Alm, as 
applicable. Subject to the tams of paragraph 24, w and after January 1, 2001, and 

--until otherwise permitted by law through D e ~ ~ n b e r  31,2010 and 2011, for Southwire 
and AIcan, respectively, Tier 3 Energy will be made available by Green River Electric 
and Henderson Union for psale to Southwire and Alcan at rates which shall be filed 
with and approved by the KPSC. Such f h g s  by Green River Electric and Henderson 
Union shall reflect a pass-through of Tier 3 Energy costs innuTed by Green Rivers 
Electric and Henderson Union after ConSUkitiOn with the Smelters as to the Smelters' 
power needs in accordance with subparagraph NC). 

L .  

(b) All I W ~ e a l n ~ t s  WboPesale Contracts Amended. The all- 
requirements contracts between Big Rivers and each of the Distribution Cooperatives 
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will be mended to provide that the power supply to be ‘sold to the Distribution 
Cooperatives €or resale to the Smelters need riot be provided by Big Rivers. 

(c) Codtation With Smelters. For purchases of Tier 3 Energy 
for delivery after December 31, 2000, the Distribution Cooperatives sfialt cowdt with 
the Smelters with respect to specifications to the type of service, terms, conditions 
and characteristics .of Tier 3 power to be solicited from third-party suppliers. 

5. Buradled Rates Not Sub.ieCe to Change. The Tier 1 Energy Rate, Tier 2 
Energy Rate, Tier 3 Interruptible Energy Rate and the rate for Tier 3 Back-up Energy 
(when priced at $30,70 per MWh) as charged by LEM to the Distribution Cooperatives 
through the expiration of the Wholesale Agreements are bmdied rates and are not 
subject to change for any reason, bckding changes in the Trammission Provider’s 
OATT. The Tier 3 Energy Rate CMged by LEM to the’ Distribution Cooperatives 
during the period from the Date of Impkmentalion through December 31, 2ooo 
includes (1) a base energy component, which includes the BundIed Ancillary Services 
and is not subject to change for any reason, and (2) a component for transmission 
losses, based OR the applicable transmission loss factor, which may be changed from 
t h e  to time, under Big Rivers’ OATT. taU such rates, when charged by the 
Distribution Cooperatives to the smelters, may be changed, upon a Ning with and 
approval by the RPSC, d y  as a result of kgislative, regulatory or legal actions that 
m t  COS& at the Distribution Cooperative level. 

. (a) Reservation of Tr-ioon. The transmission services to be 
provided by Big Rivers to LEM and/or the Distribution Cooperatives on behalf of the 
Smelters. for Tier 3 service be-g on tfie Date of Jmplemenfation shall be reserved 
by LEM and/or the Distn’bution Coopemths by means of Big Rivers’ Qpen Access 
Sm-tinze Informarion System (uOASIS”) in accordance with the procedures colhtained 
in Big Rivers’ OATT and the provisions of the Retail Agreements. Big Rivers agrees 
to offer all transmission se*s offered in its OATT to E M  and/or the Distribution 
Cooperatives, as applicable, on behalf of the Smelters (including network and finn and 
non-finn point-to-point service) at rates as they are then in effect in such tariff. 

(b) ’W.ansmission IRslte~; wt to Oppose. Transmission rates for 
the transmission service on Big Rivers’ trammission system used by LEM and/or tbe 
Distribution Cooperatives for the wkolesde power sold to the SIJI&ETS as Tier 3 
Service shall be provided in accordance with the then-applicable rates contained in Big 
E v e n  OAT”. The rates for fFrm point-to-point txmsmis sion service and network 
transmission service offered by Big Rivers Shall include al l  charges for transmission 
based ancillary services, including scheduling and dispatch by Big Rivers a d  reactive 
power provided from the then-existing h e 1  Of transmission capacitor banks on Big 
Rivers’ ttansmission system. Big Rivers and the Distribution Caoperatives agree w 
Southwire and Alcan shall have the right to interVene and challenge at any rewtory 
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I proceedmg at the appropriate regulatory agency the applickbIe rate, the applicable 
transmission loss factor, and/or the appropriate methodology used to determine the 
applicable rate or transmission loss factor. 

I ... /* 
(c) AncilIary S d c e s .  h d e d  Ancillary Services are included in 

the rate for Tier 3 Service sold by U M  to the Distributiun Cooperatives for the benefit 
Q f  the Smelter tbough December 31, 2O0. Thereafter, the transmission of Tier 3 
power wiII require the Distribution Cooperatives to acquire mc-required generation- 
based anciIIary services, either from Big Rivers through its OATT, from LEM, or from 
a third party suppIier. LEM agrees that it or one of its affiliates will sell such 
generation-based ancillary services at FERC-approved tariff rates to the Distribution 
Cooperatives under Big Rivers’ OATT. 

(3) Transmission Losses; Wgbt to oppose. Transmission losses 
on Big Rivers transmission system with respect to Tier 3 service wilI be supplied to Big 
Rivers by LEM or any other third party power suppiier at a level in accordance with 
the transmission loss factor specified in €34: Rivers’ OATT; provided thaf the Smelters 
and the Distribution Cooperatives do not waive and specifically reserve for themselves 
and recognize the other’s right to intervene and M y  participate in any FERC 
proceeding to challenge the loss factor or methodology to be adopted, Ttu: right of the 
Ditriiution cOoperatives, Southwire and Almn to intervene and oppose trammission 
loss levels included in Big Wers’ OAT” at FERC and/or the RBSC shau not be 
opposed by Big Rivers and( shall apply to Big ]Rivers’ initial filing and any subsequent 
filing. Sowbwire and &can sban be entitled to ass& at the applicable regulatory 
co&ssion their case for a dif€erent transmission loss facror or methodology applicable 
to Wi uses of the transmission system for Tier 3 service. 

i - -?’ 

(9 lRipht of FkSt Refusal Over Existing T d s i o n  
Used to Serve the Smelters. A11 Tier 3 tranSmission service shall be provided in- 
accordance with Big Rivers’ OATT and the applicable service agreement entered inm 
by LEM andlor the Distribution Cooperatives during the initial s i x t y  days aRer the 
filii of Big Rivers’ OATT. Big Rivers aghees that LEN d o t  the Distribution 
Cooperatives shall hold a right of first refbal for Big Rivers’ transmission capacity 

: c m t i y  used ta provide the Distribution Cooperatives with wholesale power to supply 
the Smelters in accordance with Section 2.2 of Big Rivers’ OATT. Should LEM or the 
Distribution Cooperatives, s applimble, d e s k  at any time after the filing of the OATT 
to change the designated receipt poht or points for the power that is to be delivered to 
them under a reserved firm point-to-pokt transmission contract, they stzall be allowed 
to do so, provided that available transmission capacity then exkits on Big Rivers’ 
Ctansmission system as reflected on Big Rivers’ OASIS over the alteruative path or 
paths desired. . If such transmission capacity is not fhen available, either LERl or each 
Distribution Cooperative, as appIicabre, OB behalf of h Smelter customer shall be 
given the option of retaining its nurent contract path and reserved amount of 

r 
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transmission or &g such transmission as is available over the attematjve 
transmission path selected, with the remainder to be left on the exisring trammission 
path or paths. 

. - #  
(ii) . 'hnmissiOn Plaunhg and S d c e  ObfimioJa for 

Additional Smelter Capacity. Through December 31, 2001, consistent with FERC 
Order No. 888, Big Rivers SW continue to have a transmission planning obligation 
with respect to the Southwire and A l a  loads served by Green River Eiectric and 
Henderson Union, and LEh4 or the respective Distribution Cooperative, as applicable, 
will cause Big Rivers to hold in reserve at no additional cost existing transzaission 
capacity in an amount needed for southwire and Alcan's reasonabIy forecasted load 
growth through December 31, 2001, provided such projections of forecasted load 
growth are made available to Big Rivers prior to the effective date of Big Rivers' 
OAT". Big Rivers will give each Smelter a written notice of filing and a copy of all 
filed materials at the time of any f i k g  kVOlVing Big Rivers' OAIIT. The point-to- 
point transmission paths to be held in reserve for Southwire's and Alcan's reasonably 
forecasted load growth shall be those designated by Southwire and Mean and suppIisd 
by LEM, Green River Electric andlor ~eaderson Union (as applicable) to Big Rivers. 
Transmission capacity .held in reserve for Southwire's and Akin's ~ ~ ~ b l y  
forecasted load growth during this penlod shall be posted on Big Rivers' QASE and 
made availabk to third-parties by Big Rivers on a nm-firm basis until. such time as it is 
needed and contracted for at OATT raws by LEM or Green River Electcic and 
Hentierson Union, as applicable, 011 bebH of S~uthwii aad wlmn; provided, Imwever, 
that if such k-mmission capacity held in reserve by Big Rivers for D h i o n  
cooperalive load growth attributable to the Sxndters is not contracted for by Lw/I or 
Green River Elecaic or Hmderson Union, as applicable, by December 31, 2001 Big 
Rivers shau. theafter be =Wed to release such capacity heid in reserve and post it h r  
sale on a firm basis on its OASIS. 

! - -.* 

( f )  Rates No kess Favorabie. For transmission service to LEM or 
the Distribution cooperatives (as applicable) on behalf of the Smelters, Big Rivers 
shall not charge L a  or the Distribution Cooperatives more than the lesser of (i) the 
amount that Big Rivers impUtes to its& for its own off-system transactions, or (ii) tbrt: 
amount Big Rivers cbarges to any third-party after the effective date of its OATI' for 
comparable transmission service and ancillary services. The tern and conditions of 

-" m s i o n  service and ancillary services o f f e d  by Big Rivers to LEM, any third 
party power supplier or the Distribution Cooperatives on behalf of the Smelters shall 
not be (i) less favorable + those applied by Big Rivers to itself for its own off-system 
transactions under its OATT or (i) less favorable than those applied by Big Rivers to 
my third-party taking service after the effective date of the OAlT. 

. 

7. R&vePower. 

(a) Power Factor Limitation. Big Rivers, the D i s t r i i o n  
Cooperatives and the Smelters have agreed That for all power t ~ i h ~  by the Distribution 
Cooperatives on or before December 31, 2c##) under Tier 1, Tier 2, and Tier 3, the 
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Distribution Cooperative shall mainbin and shall require' its respective SmeItzr 
customer to maintain a power factor at the 'point of. delivery as nearly as practicable to 
unity and in no case shall the power factor be allowed to fall below 0.90 leading or 
lagging with respect to power delivered hereunder. Big Rivers, the Distribution 
Cooperatives and the Smelters have agreed that for all power taken after December 3 1, 
2000 under Tier 1, Tier 2 and Tier 3 (hcIuding Tier 3 Intemptiile and Tier 3 Backup 
Energy), the Distribution Cooperative sbaI1 maintain and shall require its respective 
Smelter customer to maintab its usage of reacthe power at rhe point of delivery at a 
IeveI such that the reactive power demand does not exceed the reacrive power demand 
that would occur at a power factor of 0.90 iagging at the metered dennand up to 
339,000 kW for Soutbwire and 233,000 k W  for Axcan. In the event that either 
Smelter's recorded reactive power demand exceeds the limitations set forth above, that 
Smelter thereafter shall instruct its respective Disctldutim Cooperative supplier (at that 
Smelter's expense) to purchase SUfFicient reactive power from a third-party source or 
from Big Rivers. 

(b) 

.-a 

New Alum Fac3Mes. The above described reactive power Iimits 
in subparapph (a) shall not be appiicabk to any reactive power mnsumed over new 
facilities (such as a 4th potline) insfailed after the effective date of the OATT by A i m  
at the Sebree Smelter, the reactive power Ixquiremnts of which will need to be 
separately evaluated and assessed by Big Rivers, Henderson Union and Alcan at such 
time as the aew EacWes are constructed. 

(c) New Southwire F a m e s .  The above described reactive power 
knits SM not be applicable to any reactive power consumed on the proposed Nlh pot 
b e  at the Sourhwire smeltes. Specifkdy, for a l l  Energy that Southwire putchases and 
receives from Green River Electrk with respect to any fifth pot line that may be 
cornmuxed at &e Southwire smelter, So~thWire shall mdnain a power factor at the 
point of delivery that shall be at Unity or lading, but m no event shalt be lagging. At 
its sole expense, South- shall install the mxessary equipment, or acquire the 
necessary reactive power from third-party suppliers of generation-based mcirrary 
services, to sat%@ the Ictation set forth in this subparagraph. 

, :  
z 2- 

8. S O U ~ ~ W ~  Contract. So~thwite will be the contracting party for service 
from Green River Electric and all service for both the NSA smelter and the Southwire 

-.rod and cable miU will be consolidated into a single delivery point. Payments under 
this Retaii A g r m n t  will be due on the first w o r m  day after the 24th day of the 
month following the month of service. h p e n t s  €or Tier 3 Energy purchased by 
Green River EIectric for &de to Southwire other than from LEM shdl be due two 
working days before payment is due to the Tier 3 Energy supplier. Southwire will 
agree t,o provide an un&rtaking to LEM that it will perform its obligation to Green 
River Electric under the Retail Agreement. hior  u) December 31, 2000, Southwire 
will provide aqxptabie security :.c Green River Electric for Tier 3 third party purchases 
for energy, transmission and anciUary services. 

e 

'~ 
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9. Mean Contract. A i m  will be the contracting party for service :ram 
Henderson Union. 
working day after the 24th day of the month following the mon& of service. Payments 
for Tier 3 energy purchased by Henderson Union for resale to Alcan other than from 
LEM shall lje due two working days before payment is due to the Tier 3 Enera  
supplier. AIcan wilI provide an undertaking to Henderson Union and to E M ,  similar 
to the 1990 undertaking, that if the net Worth of Man falls below $300 million, AIcan 
wid provide an irrevocable standby Ietter of credit securing payment of its takesr-pay 
obligations during the tern of the Retail Agreement. Alcan will ais0 agree to provide 
an undertaking to LEM that it will perform its obligations to Henderson Union under io; 
Retail Agreement. Prior to December 3 1, 2000, Alcan will provide acceptable senrrity 
to Henderson Union for Tier 3 third party purchases for energy, trammission and 
anciliary services. 

- Payments under this Retail Agreement wiIl be due on the f i  

.+-# 

10. No Stranded Iravestment or Exit Fee. 

(a) Bg Rivers' Costs. upon the closing of the W&E Energy 
Transaction., the Smelters shall not be Iiable to Big Rivers, or to either Distribution 
Cooperative for any liability of the Djstrib~on Cooperative to Big Rivers, for any 
stranded invesmaent costs, exit fees or other costs, whether or not foreseeable, of any 
kind whatsoever related to the fbncing, ConstrUCtion, opedon, or 
ckmmissioniug of the Big Svers generating assets or the ]Big Rivers transmission 
system or other assets, or related to the DiYm'bution Cooperatives' W- 
obligations to Big Rivers; provided, however, that nothing in the above language shall 
excuse any party from any new contractual obligaticms agreed ts, try that party after the 
Elate of Implementation relating to the financing, constnrctioa, operation, 
or d e w d s i o n i n g  of any new, dediami tmnsm~ - sion facilities on Big fivers' 
transmission system used for the provision Of transmission and associated services for 
the power sold to and consumed by the Smelters. 

<-; 

@) Contractual ObIkation To § m e .  Neither Distribution 
Cooperative shall be under any contr2ctual obligation to provide capacity, energy or 
h;ransmission service to the Smelters beyond the expiration or d e r  terminatim of itr, 
Retail Agreement. 

1%. Tdce-or-Pay Bower. Tiilce-or-pay power shall only be Tier 1 a m o m  
priced at 14.0 mills per kwh. The participants agree that the Distribution 
Cooperatives, for ehe benefit of the Smelters, shall have the contractual right to sell to 

parties power W is & subject of a Qke-or-pay obligation provided that it is not 
during the same b u r  purchasing Tier 2 or Tier 3 Energy. Tier 2 and Tier 3 Energy 
are not subject to resale except as provided in hragraph 24 (c). 

'. 
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12. Tier 1 VoIume. 
- 

(a) Tier 1 amounts and prices for ser:ice from LEM to ~e 
Disribuuon Cooperatives and from the Distribution Cooperatives to the Smelters are as 
set forth in Schedule 5.3(a). For Akin, Tier 1 capacity is 98 MW for the period 
beginning on the Date of Implementation through December 31, 2002, and 48.5 hAw 
for the next nine year period. For Southwire, Tier 1 capacity is 129.5 WTW for & 
period beginning on the Date of hpkmmation through December 31, 2002 and 48 
Mw for the next eight-year period; provided, that if Southwire commits to consma a 
fifth pothe, the Tier 1 capacity For Southwire will be 37 MW for the period 1/1/2003-- 
12/31/2010. 

) 

@) Southwire agrees to purchase firm transmission service (including 
aIJ uimmission based ancillar, services) from Green River Elecmc for service to its 
fifth po the  under the following terms and conrlitions. Green River Electric agrees to 
contract with Big Rivers under Big Rivers' OA" for transmission service to serve 
&yuthwire's fifttr potline in an amount that assures that Big Rivers will receive at least 
$83,300 per month over the ten (10) year life beginning January I, 2001. 

B3. Distribution caMlpem&e Fee. Each kilowatt hour purchased by the 
Smelters under Tier 1, Tier 2, Tier 3, Tier 3 brrupt ible  and Tier 3 Backup SM be 
subject to a fee cbarged by Green River Electric and Henderson Union of omtenth of a 
mill ($O.OOOl), provided that, after December 31, 204w), the fee shaIl be subject to 
change by order of the KPSC upon application of either or both parties. 

StaudstiII Agreement. Big Rivers and the SrneltErs have agreed to a 
standstill agrewnent pursuant to which they will joinsly suspend all proceedings in the 
dissolution, directors' fees, torts, rescission, and breach of contract suits pen- in 
Henderson Circuit Court (No. 95-95-CI-00040, NO. 95-CI-00404, and No. 95-CI- 

,00495). Hanwck C i t  Court (NO. 94-Clr-014 and Franklin Circuit Court (No. 94- 
CI-00584 b d  No. 95-CI-00299). Big Rivers and the Smelters agree to cooperate in 
making such agreements and obfahhg such court orders as may be necessary to 
suspend or postpone all discovery, hearings, and other activity in such cases;. It is 
contemplated that such actions will mnah pending Undil othm cclnditiolls precedent to 
closing of the =&E Energy Transaction have been wkfied or until any party files a 

-. notice t&at any proceeding will be recommenced. Such actions shall be dismissed upon 
the effective date of the Plan. 

14. 1 -- 

is. ggsC Review of Faels Cases. Upon entry of an order approving the Plan 
Modifications, and subject to the proviso below, the Smelters (a) agree to a moratorium 
of any proceedings related to the fuel cases until the earlier of (i) the closing of the 
LG&E Energy Transaction, (2) December 31, 1998, or (i) entry of a KPSC order that 
is unacceptable to the Smelters in the document approval case established under the 
~ p r i l  30, 1998 KPSC Order or in the KPSC rehearing order in Case No. 97-204 @) 
will not oppose, object to or interfere with the efforts of Big Rivers to seek and obtain 
such a moratorium; and (c) will not oppose, object to or interfere with the efforts of Big 
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Rivers to seek and obtain an order or orders from the KPSC and/or the F r m  Cirmii 
Court providing that, upon che occurrence Of the lat*Er of the Effective Date or the 
closing of the LGgE Energy Transaction, ail of the fuel cases shall be and shall be 

- deemed to be dismissed with prejudice; PROVIDED, HOWEVER, that any such orders 
and any such moratorium shall be without prejudice to and shail not diminish, alter or 
affect the rights of smelters or Big Rivers in the fuel cases in the event the Eff&ive 
Date or closing of the LG&E Energy Transaction does not occur, or the moratOrim(s) 
entered under (a) above is w i U a w n  or there is an unacceptable KPSC order as 
provided in (a)(Z) above. Upon the closhg of the LG&E Energy Transaction, a l l  
Smelter related c i a i  asserted M that could have been asserted in the fuel cases, 
whether pending before the KPSC or the Franklin County Circuit Court, and any other 
possible ikel r e b d  claims, are discharged, released and of m further force or effect, 
and Big Rivers d . I  dismiss its application in case No. 96-215. Any refunds from such 
cases received by the Smelters after May 3 1, 1998 will then be returned to Big Rivers. 
Upon the closing of the LG&E Energy Transaction, all of the fuel cases and any related 
proceedings shall be and shall be deemed to be dismissed with prejudice, and the 
Smelters will not oppose, object to or interfere with the effort of any party to have aU 
of the fuel cases and any related proceeding dismissed with prejudice. 

,J 

* \  ., 
.&, 

16. brnf.lment h. f. Subject to the COnSensd Pian becoming effective 
and closing of the LG&E Energy Transaction, the Smelters will witMraw the a p p d  to 
the C o d s i o n ' s  order in Case No. 95-011. concerning Amendment No. 1 for the 
m o d  1988-1990. 

1'7. E~pmmenM S w  e and Fa1 Reviews. The participants have 
settled the environmentdl surcharge review proceedings before the KPSC, Case No. 96- 
327 and subsequent proceedings under KRS 278.183. 

$8. Restitution Case.. Subject to the closing of the LG&E Energy 
. Transaction, amounts received by Big Rivers as restitution or payable on its fidelity 
policy dr recovered as damages through the closing of the EGgzE Energy Transaction 
will be divided 50-50 between RUS and the ratepayers, payable at closing of the EGBrE 
Transaction. The Smelters will then dismiss their appeal of the KPSC restitution order 
(Case No. 94-453) now pending in the FrankZin Circuit Court. 

89. Tbkd-Fa~Ay Claims in Cod Cases. The participants agree to mu.tually 
evaluate claims against third parties in tfie coal cases pending in the Union Circuit 
Court and the United States District Court, Western District of Kentucky, and to 
cooperate in the pursuit and resolution of these and any other claims. All Post-Closing 
Date Fraud Recoveries will be divided 50-50 between RUS and the ratepayers 
cU;cluding the Smelters) after payment of Big Rivers' and the Smelters' legal costs, 
including attorney fees, incurred, in pursuit and resolution of these claicos after the Ran 
becomes eff'tive. 

10 
Case No. 2012-00535 

Attachment 2 for Response to  AG 1-182 
Witness: Counsel 

Page 10 of 13 



-.. 
, ..*.. - . .  
‘ “ :. 
G::.. J- 
a*. 

20. Refund’MethodoIogy. Big Rivers wiIl propose rhat amounts paid to 
wepayers under paragraphs 18 and 19 sliafl be paid to the Smelters and other retail 
customers under a refund methodology approved by the KPSC which takes inro account 

, historic energy usage by the Smelters and other retail customers consistent with the 
’ . time period in wElich the revenue for fie1 purchases under the related coal contracts was 

collected. 

.. 
?1 

21. Patronage Capital and Payments. Except to the extent not permimd . 
by Kentucky law and Internal Revenue Service laws, regulations and promulgated nrla I 

regarding cooperative operation and tax accounting that become effective after the Date 
of Implementation, Big Rivers will record for financial reporting and tax accounbg 
purposes patronage capital as foIiows: 

(1) m y  margins from patronage source income will qualify for allocation ar, 
patronage capital. None of the LG&E Parties is a member or patron under the 
LG&E Energy Transaction. Big Rivers will not credit to any Patron’s account 
any margin on Smelter sales or any other patronage capital that could be 
attributable to transactions involving LEM. Non-patronage income will be 
booked as equity of Big Rivers that shall be paid to members on liquidation as 
payments on account of property rights of members. 

\ 

.;/ 

(2) Upon liquidation, Big Rivers will pay al l  liabilities, including taxes, then pay 
the balances of capital accounts (membership fees and assigned capital 
cdts)aud, if monies remain, such modes will be paid to members on account 
of propem rights for the benefit of the members of Distribution Cooperatives 
(including the Smelters) based upon historid patronage measured by kilowatt 
hours from Big Rivers over the life of the organtation. The life of the 
organization is defined to begin at the date Big Rivers was created and is not 
redeked or otherwise modified by Big River’s bankruptcy filing, 
reorganization, or the co-on of the plan of reorganization, or otherwise. 

(3) Neither Big Rivers-nor any of the Distributioa Cooperatives will permit b y  
amendments or modifications of its Bylaws that would adversely affect the 
SmelteIs’ rights to distribution hereunder. The Dis~bution Cooperatives agree 
that the Smelters will share on a nondiscriminatory basis in the allocations of 
patronage capital aad payments on account of propery rights of members 
distributed by Big Rivers to the Distxibution Cooperatives and tbat such 
allocations shall be promptly distributed to the Smelters. 

22. Enbamemexlt and F i .  The Smelters will support tfie Plan, as 
modified by the Plan Moditicaton~, and will CU no portion of the enhanced value 
allocated to the Smelters by the Court‘s Memorandum-Qpinion dated February 2, b997. 
The Smlters will not be obligated to close the transaction unless all requisite orders of 
the KPSC approving the Smelters rates as set forth in Schedule 5.3 (a) and all portions 
of Schedule 5 4 a )  over which the KPSC has jurisdiction and FERC’s acceptance of 

2- 
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rates for LEM's sales'to the'Distrihtion Cooperatives have Been entered, and"none of 
I such orders has been stayed, vacated or reversed. 

2 3 _ .  23. Noi-Disclosure Agmments. The participants agree that the non- 
disclosure Ietter dated December 14, 1995 is no longer in effect. 

'24. Mdfications. For good and valuable consideration, L& shalI cause 
the following: 

(a) As to AIcan, LEM will provide (i) $1,300,000 per year b e w g  
2001 tbrough and including 2011, payable in equal monthly instaIIments of $108,333 
plus (ii) a variable monthly amount from the Date of Implementation through the end of 
2003 equal to the monthly amounts of Tier 3 transmission charges multiplied by 
34.3%. 

@) As to Southwire, LEM will provide the following: (I) $350,000 
per year begjnning 200.1 through and including 2010, with payment ma& in 
monthly installments of $29,166, mi (2) LE34 will provide firm (non-interruptible) 
Tier 3 power service (anticipated to be 107 M W  upon completion of the fifth p o w  
currently under construction} to Green River Electric for service to Southwire under the 
following terms. For one-haIf of Southwire's Tier 3 requirme, for the period 
Janplary I, 2001 through December 31,2002, the fixed price to Southwire for capacity, 
energy and Bundled ancillary Services will be $5.40 per kW per month for 53.5 MW 
of contract demand and $0.01205 per kWh. For the other one-half of Southwke's Tier 
3 requirements for the period J- 1,2001 t h ~ g h  December 31,2c#)5, the tixed 
price to Southwire for capacity, energy and Bundled a n C i  Services wiu be $6.35 
per kW per month for 53.5 MW of contract demand and $Q.01205 per kWh. Both 
pricing agreements reflect a 98% load factor and do not include the Green River 
Electric adder. Trammission and transmission losses Wiu be purchased and paid for 
.separately by Southwire. 

,I 
-7 

(c) As set forth in a definitive agreement to be entered into prior to closing, 
curtailed Tier 2 Energy and curtailed Tier 3 Energy may be sold by LEM to third 
parties for the benefit of the Smelters to the extent a Smelter curtails its operations to 
€fee up such energy. The d i s t r i i U t i O n  cooperative shall neither take title to nor exercise 

- dominion and control over any power SO curtailed. No distribution cooperative fee will 
be paid pur- to Section 13 herein regarding such curtailed power. 

CcmperatiOh, The parties will reasonably cooperate in connection with 
efforts to fuifill conditions to closing of the LG&E Transaction. Big Rivm, RUS, 
chase (at such time as the Smelters confirm to Chase that they are ready to close the 
transactions contemplated hereby @e., all documents, tariffs, etc., whicn they are 
required to sign or entitled to approve) are in form and satisfactory to them) and 
the Distribution Cooperatives agree to Support any appfications filed by the Smelm 
before the KPSC and/or the Banknrptcy C o w  to extend to September 1, 1999 the 
interim rates which became effective on September 2, 1997. The Bank. of New York 

25. 

I 
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agrees to support any such applications to the exrent that it seeks to extend the, interim 
rates through Dermber 31, 1998. The Bank.of-fiew York, Chase and Big Rivers 
agree to request the KPSC to hold in abeyance any action on the petitions for rehearing 

. Sled by them with respect to the KpSC order dated April 30, 1998, except the request 
by Big Rivers to-maintain the interim rates in effect, and agree to dismiss said petitions 
upon tire ciosing of the LG&E Energy Transactian. 

26. Other SmeIter Documents. The terms and conditions of the Assurances 
Agreement, Security and. Lockbox Agreement, Systems Disturbance Agrement, the 
amendments to the existing Wholesale Agreements between Big Rivers and each of 
Henderson Union and Green River Electric and all ScheduIe 5.4(a) Documents 
inclu&g the Smeiter Retail Agreements and tariffs, the Big Rivers Transaction Tariff, 
the Agreement for Tier 3 Electric Sewice (2W1-2002) between LERl and Green River 
Electric, she Agreement for Tier 3 EIecl15c Service (2001-2005) between LEM and 
Green River Electric and the Wholesale Agreements between LEM and the Distribution 
Cooperatives shall be reasonabIy satisfactory to the Smelters, LEM and the Distribution 
Cooperatives, as applicable. 

J 
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COMMONWEALTH OF KENTUCKY 

I 

BEFORE THE PUBLIC SERVICE COMMISSION s. 

In the Matter af: 

THE APPLICATION OF BIG RIVERS ELECTRIC, ) 

ELECTRIC COMPANY, WESTERN KENTUCKY ) 
CORPORATION, LOUISVILLE GAS AND 1 

ENERGY CORP., WESTERN KENTUCKY 1 
LEASING CORP., AND LG&E STATION TWO INC. ) CASE NO. 97-204 
FOR APPROVAL OF WHOLESALE RATE 1 
ADJUSTMENT FOR BIG RIVERS ELECTRIC 1 
CORPORATtON AND FOR APPROVAL OF 1 
T W S A C T I O  N ) 

O R D E R  

BACKGROUND 

On June 30, 1997, Big Rivers Electric Corporation (“Big Rivers”) and the LG&E 

Parties‘ (collectively referred to as “Applicants”) filed a n  application requesting the 

Commission to approve or declare nonjurisdictional numerous rate, financing and 

operating agreements that are an integral part of Big Rivers’ efforts to implement the First 

Amended Plan of Reorganization (“Reorganization Plan”) approved by the U S .  Bankruptcy 

Court in Big Rivers’ Chapter 11 proceeding. These agreements provide for a iong-term 

lease of Big Rivers’ generating units to W E C ,  reduced wholesale rates for Big Rivers’ 

The LG&E Parties are wholly-owned subsidiaries of LG&E Energy Corp. (ILEC”). 
The subsidiaries which are co-applicank with Big Rivers are Louisville Gas and 
Electric Company (“LG&E’); Western Kentucky Energy Cop. (“WKEC”); Western 
Kentucky Leasing Corp. (“Leasew”); and WKE Station Two lnc. (“Station Two 
Subsidiary“), formerly known as LGtkE Station Two Inc. In addition, LG&E Energy 
Marketing Inc. (“LEM’), form.erly known as LG&E Power Marketing be ka le@&. 
to numerous agreements making up the proposed tmg&8;lilent Case No. 2012-00535 
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four member distribution cooperatives, and the financings necessary to effectuate a 
r 

restructuring of Big Rivers’ debts. 

The Applicants requested a declaration from the Commission that implementation 

of the Reorganization Plan does not constitute a transfer of ownership or control over Big 

Rivers within the meaning of KRS 278.020(4) or 278.020(5). In the alternative, they 

requested that if the Commission determines that there is a transfer of control within the 

meaning of the statute, that the Commission approve the transfer of control, as 

implemented through a series of Reorganization Plan documents.z Approval was also 

requested of a Transmission Service and Interconnection Agreement, including to the 

extent required, Big Rivers’ Open Access Transmission Tariff, which is to be filed at  tfie 

Federal Energy Regulatory Commission (“FERC“). The Applicants have filed in this case 

numerous versions of the Reorganization Plan documents, as well as tho corresponding 

tariffs which reflect the provisions of those documents. 

In summary, the proposed transaction is structured into two phases, Under Phase 

I, WKEC will operate and maintain the Big Rivers’ generating units, Big Rivers will sell all 

power generated to LEM, and LEM will resell to Big Rivers power sufficient to meet its 

wholesale obligations. All power not resold by LEM to Big Rivers can be sold by LEM for 

* The Reorganization Plan documents include the Participation Agreement; the 
Facilities Operating Agreement; the Cost Sharing Agreement; the Power Purchase 
Agreement; the Lease and Operating Agreement; the Mortgage and Security 
Agreement; the Guarantee Agreement; the Nondisturbance Agreement; and the Tax 
indemnification Agreement. See Appkation, at -l4-I 5. 
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its own account. Leaseco will purchase from Big Rivers the generation-related inventorf 

at its fair market value, ali personal property at its net book value, and will be assigned 

certain intangible After necessary federal regulatory approvals are received, and 

&" 

prior to or contemporaneously with the commencement of Phase II, Leaseco wit1 be 

merged with and into WKEC. 

In Phase I l l  WKEC will lease.Big Rivers' generating facilities for a %-year term, 

perform all\necessary operations and maintenance services, and sell the output of the 

generating facilities to LEM. WKEC will b e  a n  Exempt Wholesale Generator ("EWG") in 

accordance with Section 32 of he Public Utilities Holding Company Act of 1935 ("PUHCAtt) 

and its wholesale sales of power will be under the exclusive jurisdiction of FERC. 

Station Two Subsidiary will subcontract with Big Rivers to perform operations and 

maintenance services for the Henderson Municipal Power & Light ("HMP&L") Station TWO 

facility, and Big Rivers will assign to Station Two Subsidiary certain of its rights and 

obligationsunder contracts with HMP&Lfor operation of HMP&L's Station Two facility. Big 

Rivers' wholesale power supply contracts with its four member cooperatives will be 

revised, as well as the member cooperatives' retail contracts with the aluminum Smelters.' 

.3 Included in this inventory is all of Big Rivers' fuel and scrubber reagent, spare parts, 
SOz emission allowances, and all materials and supplies held for use  in conjunction 
with the operation of the generating facilities. 

Intangible assets include real property leases, equipment leases, permits, and 
contracts used in connection with the operation of the generating facilities. 

The aluminum smelters a r e  the Southwire Company and NSA, lnc. ("Southwire") 
and Alcan Aluminum Corporation ("Alcan"). 
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.. The Reorganization Plan further provides that Big Rivers will contract with LEM to 
.I I 

purchase power from LEM, at  levels sufficient to cover all of the anticipated needs of Big 

Rivers' members. Big Rivers' outstanding debt with the Rural Utilities Service ("RUS"), 
." 

formerly the Rural Electrification Administration, has been restructured and the current 

credit providers for Big Rivers' pollution control bonds have been replaced by new credit 

providers. Once the necessary approvals for the Reorganization Plan have been secured, 

Big Rivers will be out of the generating business while retaining its wholesale supply, 

transmission, and planning functions. 

Big Rivers requested authority to implement on an  interim basis rate reductions for 

wholesale electn'c service commencing on September I, 1997 and continuing through the 

earlier of the closing date of the proposed transaction or August 31 , 1998. The rate 

reductions proposed in Big Rivers' interim rates mirrored those of its proposed permanent 

rates. The Commission, by Order dated August 29,1997, suspended the interim rates for 

one day and allowed them to become effective subject to change for service rendered on 

and after September 2, 1997. The Commission also determined that the approved interim 

rates should remain in effect Only Until  issuance of a final rate Order determining the 

reasonableness of the proposed permanent rates6 

The Commission received requestsfor and granted intervention to the Office of the 

Attorney General ("AG'), Southwire, Alcan, Green River Electric Corporation ("Green 

River''), Henderson Union Electric Cooperative Corporation ("Henderson Union"), Jackson 

Purchase Electric Cooperative Corporation ("Jackson Purchase"), Meade County Rural 
:r 

I 

6 Case No. 97-204, Order dated August 29, 1997, at 4. 
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Electric Cooperative Corporation ("Meade County"), Chase Manhattan Bank ("Chase"), 

Bank of New York, Commonwealth Industries lnc., Willamette Industries Inc. 

('Wllamette"), PacifiCorp Power Marketing Inc., and the Kentucky Association of 

Plumbing, Heating and Cooling Contractors, Inc. 

... 

Informal conferences were held at the Commission's offices on July 16, 1997, 

October 8,1997, and February 4,1998. Public hearings were held on November 18 - 24, 

1997 and March 18, 1998. Initial briefs were filed on January 30, 1998 with reply briefs 

filed on February 13, 1998. Supplemental briefs which were limited to the "unforeseen 

cost" issue were filed on March 30,1998, with supplemental reply briefs filed on April 6, 

1998. 

HISTORY 

Big Rivers is a rural electric cooperative utility, organized pursuant to KRS Chapter 

279, which provides generating and transmission services to its four owner members. 

Each of its members is a rural electric cooperative utility engaged in the distribution of 

electricity and collectively they serve 91,500 customer members in 22 western Kentucky 

counties. 

Big Rivers began experiencing financial problems in the m i d l  980's shortly after 

completing construction of its newest generating station, the Wifson Generating Station 

("Wilson"). Those problems were precipitated by a number of factors, including the 

relatively high cost of Wilson, a significant reduction in load growth, and claims by the 

Smelters that any rate increase would render their operations noncompetitive in world 

markets and drive them out of business. Big Rivers was eventually able to negotiate a 
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debt restructuring agreement with its creditors which the Commission approved in 1987 

..- 
along with higher rates for all customers, including new rates for the Smelters which varied 

with the price of aluminum. 

The revenue levels necessary to satisfy Big Rivers' debts as  restructured in 1987 

could not be  achieved solely from power sales to its four member cooperatives. Rather, 

additional revenues needed to be generated each year through the sale of increasing 

levels of power to non-member wholesale customers. Unfortunately, the wholesale market 

for power was soft during this time and Big Rivers' sales efforts were unsuccessful in 

producing the revenue levels necessary. By the early 1990's Big Rivers recognized that 

it would soon be in a default position and it began discussions with RUS on the need for 

further debt restructuring. 

Big Rivers' fortunes also changed from bad to worse during this period with the 

criminal and civil investigations and trials involving bribes and kickbacks in connection with 

its coal contracts and a former general manager. In an  effort to find a long-term solution 

to its mounting financial problems, Big Rivers hired a "tum-around" specialist to advise and 

assist management in pursuing available business options. This action led to Big Rivers' 

solicitation of business offers and the eventual decision in early 1996 to pursue a business 

arrangement with PacifiCorp Holdings, inc. ("PacifiCorp"). Under the terms of that 

transaction, a subsidiary of PacifiCorp would lease Big Rivers' generating units for 25 

years and sell back to Big Rivers certain quantities of power at pre-established prices. 

While negotiating the terms of this transaction, Big Rivers was also negotiating with its 

major creditors to achieve a consensual restructuring of its debts and with its system's two 

-6- 
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largest retail customers, two aluminum smelters, to achieve long-term rate reductions and 

-7- 
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rate stability. When its efforts to achieve a consensual debt restructuring were 

unsuccessful, Big Rivers filed on September 25,1996 a petition for reorganization under 

Chapter 1 -l of the Bankruptcy Code. 

Big Rivers’ Plan of Reorganiration, as originally filed with the Bankruptcy Court on 

January 22, 1997, included the lease transaction with PacifiCorp and lower electric rates 

that had been negotiated w’%h the two smelters, one large non-smelter industrial customer 

and the four member cooperatives. The following month the Bankruptcy Court initiated an 

auction process to determine whether the PacifiCorp lease was providing maximum value 

to the Big Rivers’ estate. The Dnly entity to submit a bid in this process was LEC, and on 

March 19, 1997 the Bankruptcy Court accepted LEC’s lease proposal on the basis that it 

would provide greater value to the Big Rivers’ estate 

Big Rivers’ Plan of Reorganization, as amended, which now included a lease 

transaction with subsidiaries of LEC and the lower rates previously negotiated with certain 

customers, was approved by the Bankruptcy Court on June 9,1997. While the Bankruptcy 

Court has exclusive jurisdiction over a debtor‘s plan of reorganization, that jurisdiction 

does not include the right to approve a change in rates for a debtor utility whose rates are 

subject to regulation. Rather, the Bankruptcy Code, 7 1 U.S.C. 51 129(a)(6), requires a 

debtor utility to obtain all necessary rate approvals from the appropriate regulatory 

agencies as a condition for final approval of a reorganization plan that includes a change 

in rates. 



I 

DISCUSSION OF ISSUES 

Unforeseen Cost Issue 

The Big Rivers' tarifis for service to A l a n  and Southwire, which are to remain in 

effect for 12-13 years, specified that the Smelter rates contained therein would not be 

adjusted to reflect any cost or payment incurred by Big Rivers or the  member distribution 

cooperatives for any expenditures due to legislation, regulatory action, legal action, or due 

to any other reason, whether foreseeable or unforeseeable (commonly known as the 

unforeseen cost issue).' This tariff provision was premised on the assumption that there 

would be  no major changes in environmental law or regulation during the remaining tern 

of the Smelter contracts, which extend to 201 0 for Southwire and 201 I for Alcan.' 

Contrary to this assumption, on Octaber 10, 1997, the U. S. Environmental 

Protection Agency ("EPA") issued a notice of proposed rulemaking which would 

significantly reduce the existing emission levels for nitrogen oxide (NOx). The emission 

reductions, if implemented, have the potential to significantly increase Big Rivers' capital 

and operating costs such that wholesale rate increases would be necessary. This tariff 

provision became the focus of extensive cross-examination during the November 1997 

hearing. Numerous questions were raised concerning the financial ability of Big Rivers to 

absorb this or any other unforeseen costs without increasing rates and whether exempting 

First Revised Exhibit 3(b), filed September 25, 1997, Item 9, at 48, 76, and 77 of 
1 I 5. The tariffs referenced the following examples of such action: carbon tax, BTU 
tax, CO, emissions reduction, or any other environmental or energy tax, charge, or 
iiability. 

* Transcript of Evidence (,.E."), Volume I, November 18, 1997, at  100. 
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the Smelters from paying a n  appropriate Share of unforeseen costswould obligate ali other 

customers to pay the Smelters’ share. At the conclusion of the November 1997 hearing, 

the Commission stated that the absence of a resolution of the unforeseen cost issue was 

a serious deficiency and suggested that the affected parties attempt to negotiate a 

mechanism to allocate future unforeseen costs in a n  equitable manner to each class of 

ratepayers.’ 

Big Rivers and the LG&E Parties notified fhe  Commission on January 27, 1998 that 

a resolution of the unforeseen cost  issue had been agreed to by some ofthe partiesq0 and 

a term sheet for the resolution was submitted on February 3, 1998. In summary, the 

unforeseen cost resolution includes the following provisions: 

1) LEM will supply directly to Henderson Union and Green River 

the wholesale power needed to serve Alcan and Southwire, 

with LEM assuming all ‘the risks for the  Smelter loads. 

2) Big Rivers will continue to supply wholesale power to 

Henderson Union and Green River for their non-smelter loads, 

as well as the total loads of Jackson Purchase and Meade 

County. 

’ T.E., Volume VI November 24, 1997, at 235236. 

lo  The parties agreeing to the Resolution were Big Rivers, the LG&E Parties, Alcan, 
Southwire, Green River, Henderson Union, and Meade County, 

I 

I -9- I 
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. 3) 

4) 

5) 

6) 

7 

LEM will pay directly to RUS, on  the behalf of Big Rivers, the 

level of Smelter net margins originally included in Big Rivers' 

financial models." 

Big Rivers and LEM agreed to a number of changes 

concerning the financing of all future capitaf improvements 

envisioned for the Big Rivers' generating facilities. 

Revisions were made to the RUS mortgage which provide Big 

Rivers a financing source for its share of future capital 

impravements.'' 

The use of arbitrage sale proceeds was  revised, which would 

aliow Big Rivers to make additional payments on its RUS 

mortgage as well as the RUS asset residual value note 

(,,,V,,'). 

Big Rivers will pay to LEM $1.85 million per year over the 25- 

year lease. The Smelters will pay to LEM an additional .5 mills 

per KWH on Tier 1 and Tier 2 power purchased, 

Big Rivers was required by RUS to make additional upfront 

payments on its mortgage, and Big Rivers and LEM agreed to 

The original 6ig Rivers' financial model was provided in the Application as 
Appendix L. Mile revisions to the financial model have been prepared and 
submitted, all versions a re  based on the version contained in Appendix L. These 
subsequent revisions have been identified as "WIH-5A," "MH-58," "SUP-11 and 
"SUP-16." 

l2 Referred to in the record as the "clawback" provision. 
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a financing arrangement which would allow Big Rivers to make 

the  additional payments. 

Big Rivers, the LG&E Parties, Alcan, Southwire, and Chase all expressed support 

for the unforeseen cost res~lut ion. '~  Big Rivers stated that the resolution addressed the 

Commission's concerns regarding how Big Rivers would meet future unforeseen costs, 

including the possible impact of the EPA's NOx proposal, without the subsidization of the 

Smelters by non-Smelter ~~sforners. '~ The LG&E Parties noted that the resolution 

changes Big Rivers' initial funding responsibilities for capital expenses and allows it 

additional funds and increases its financial fl  exibiiity in the early years of the transa~tion. '~ 

Alcan and Southwire argue that the resolution should be given a chance to close since it 

has the potential to finally resolve the d*%ficuft Big Rivers' situation in a manner that is fair 

to all customer classes and creditors.'s Chase contends that the resolution provides 

significant benefits to Big Rivers and its non-Smelter customers, in that Big Rivers is 

protected from credit risks associated with the Smelters, Big Rivers and its other customers 

are shielded from unforeseen costs attributable to the Smelters' load, and all customers 

will enjoy the same rates they were to receive under the Reorganization Plan."7 

l3 The Bank of New York filed a statement on March 30, 1998 concurring with the 
statements filed by Chase, but did nut file a separate brief. 

Big Rivers Supplemental Initial Brief at  4. 

LG&E Parties Initial Brief Addressing Future Unforeseen Cost Issue at 14-1 5. 

Alcan and Southwire Supplemental Brief on Unforeseen Cost Resolution at 15. 

Chase Brief Concerning "Unforeseen Costs" Issue at 3. 

l4 

15 

l 6  

j7 
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. Willarnette did not oppose the unforeseen cost resolution, noting that it was more 

fair and reasonable than Big Rivers' original proposal.'8 However, Willamette expressed 

its concern that the customers remaining with Big Rivers would have to bear the annual 

$1.85 million payment to LEM, either directly through the cost of electric power or indirectly 

by other revenue that would otherwise be dedicated to offsetting costs borne by Big Rivers' 

cu~torners . '~  

The AG opposed the unforeseen cost resolution, contending that the filing was 

incomplete and the record lacked sufficient evidence upon which to base a decision.20 The 

AG further argued against the resolution because it would cause Big Rivers to incur 

additional expenses to maintain the Smelters' fixed rates and negate the Smelters' 

contribution to the debt payments, all to the detriment of the other customers?' The AG 

also claims that the resolution will cause Big Rivers, Green River, and Henderson Union 

to be in violation of KRS 279.095 because they will no longer be operated for the mutual 

benefit of their members.P 

In support of the unforeseen cost resolution, Big Rivers prepared an economic 

analysis which compared the cash flows generated in its financial model under two 

scenarios. The first financial model, identified as MH-5A, included no expenditures for 

l8 Willamette Initial Brief on the Unforeseen Cost issue at 1. 

- Id. at 6. 

AG Initial Brief on the Unforeseen Cost Resolution at  2. 2o 

2i - Id. at7. 

22 I_ Id. at  8-10. 
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unforeseen costs; while the second, identified as SUP-1 1, reflected the $1.85 million 

annual payrnent~.’~ The comparisun revealed that, over the 25-year term, SUP-17 showed 

a cumulative decrease in cash flaw of $1 30.3 million on a nominal basis and a negative 

$18.5 million cumulative net present value when compared to MH-5AZ4 In each year of 

the analysis, the ending cash balance was positive, but at lower levels in SUP-11 than in 

MH-5A. However, arbitrage sales were not modeled in either MH-SA or SUP-11. 

In evaluating the reasonableness of the  unforeseen cost resolution, the Commission 

has considered all of thearguments put forth by the parties and the economic analysis 

prepared by Big Rivers. In addition, the Commission has considered the potential impact 

that arbitrage sales would have on the economic analysis which compared the financial 

models MH5A and SUP-11. Arbitrage sales are defined in the Reorganization Plan as 

all net revenues received in any particular calendar year resulting from one of three types 

of transactions. The first reflects the net benefit of purchasing power from third parties 

instead of purchasing such power from LEM during off-peak periods. The second reflects 

the net benefit of selling equivalent amounts of power using purchases from LEM during 

peak periods. The third reflects the net revenues of any new off-system power sales in 

23 MH-5A is a version of the Appendix Lfinanual model updated before the November 
2997 hearing, prior to the parties addressing the unforeseen cost issue. SUP-11 
is based on MH-5A, but reflects the impact of the Resolution, and was filed on 
February 23, 1998, as part of the Robison, Schaefer, and Hite Supplemental 
Testimony. 

Response to the Commission’s March 10, 1998 Order, Item 1 , page 4 of 16. 24 
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excess of net revenues currently projected for such sales.= Originally, the net revenues 

from arbitrage sales were to be allocated 50 percent to Big Rivers and 50 percent as a 

payment on the RUS ARVP. As part of the unforeseen cost resolution, the allocation was 

changed to one third to Big Rivers, one third as payment on the RUS mortgage, and one 

third as payment on the ARVP. The Commission believes that arbitrage sales were an 

-.e 

important benefit originally to Big Rivers' Reorganization Plan and that the unforeseen cost 

resolution's changes to arbitrage sales have increased that benefit. 

The Commission finds that the unforeseen cost resolution is reasonable and 

addresses the concerns expressed at  the November 24,1997 hearing. The change in the 

way capital expenditures are  financed, the adjustment in the allocation of operation and 

maintenance costs, the availability of financing resources for Big Rivers in the event 

additional unforeseen capital expenditures arise, the guarantee of the Smelter margins, 

and the revisions to arbitrage sale proceeds are ail improvements to the overall 

transaction. The benefits of these improvements outweigh any detriments of the additional 

expenses for Big Rivers. While the ending cash flow is lower with the unforeseen cost 

resolution than without it, such a comparison is inappropriate. The financial model without 

the resolution included no expenditures for unforeseen costs, although Big Rivers was at 

risk for all such costs. The financial model with the resolution transfers that previously 

unquantifiable risk to the LG&E Parties for a known mst. The unfareseen cost issue has 

#us been resolved in a manner which produces significant additional benefits for non- 

25 Application Appendix C, page 35 of 121 , First Amended Plan of Reorganization. 
The current projections for off-system sales are incorporated into the financial 
model, beginning in 201 'I. 
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Smelter customers without changing non-Smelter rates and is consistent with the 
-- - cooperatives' obligations under KRS 279.095. Therefore, based on the representations 

and concepts expressed in the documents filed on or before February 27, 1998, the 

 omm mission approves in principle the unforeseen cost resolution. 

Market Power Purchases 

A central feature of Big Rivers' application is the proposal to allow Alcan, Southwire, 

and certain Large Industrial Customers the option of acquiring a portion of their power 

needs from third-party suppliers of their choice, no earlier than January I, 2001 .26 This 

option is incorporated into the proposed Smelter tariffs as 'Tier 3" and in the proposed 

Large Industrial Customer tariffs as "Market Power Purchases." 

Smelters' Tier 3 Purchases. The interim tariffs permitted to go into effect on 

September 2, 1997 created three rate levels for Alcan and Southwire: Tier I I Tier 2, and 

Tier 3. Under the interim tariffs, the maximum demand available under Tier 1 and Tier 2 

energy is 233,000 KW for Alean and 339,000 KW for Southwire, at a 98 percent load Factor 

for each Smelter. Any demand in excess of these levels qualifies for purchase under Tier 

3. The Smelter tariffs are structured as energy only rates which include the fixed costs 

typically recovered through a demand charge. Ttk Tier 1 energy volumes 

26 This option was part of the original application, as well as a component of the 
Resolution. 
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constitute the Smelters' minimum purchase obligation2' and the payment of the Tier 1 

energy charges constitute their respectiie take-or-pay obligations to Big Rivers. The 

energy rates for Tier ? , Tier 2, and Tier 3 are f ied under the  interim tariffs, and a separate 

transmission rate is included for Tier 3 energy only.28 

Under the proposed t a r i i ~ , ~ ~  the three tier rate structure is retained, with LEM 

supplying power directly to Henderson Union and Green River for consumption by the 

Smelters. The demand and energy levels are essentially the same as those in the interim 

tariffs. T h e  rates for Tier 1 and Tier 2 energy are  the same as in the interim tariff, with the 

exception of the additional .5 mill per KWH payment to LEM to resolve the unforeseen cost 

issue. Two changes occur on January I , 2001. First, the Tier 2 energy rate, which had 

been fixed, will be subject to change annually in accordance With a schedule incorporated 

into the tariff. Second, the Tier 3 energy rate, which had also been fixed at  the same rate 

as in the interim tariff, is terminated and LEM has no further obligation to supply the 

27 Alcan's minimum purchase obligation, Tier 1 I is calculated by multiplying 2,304,960 
KWH by the number of days in the bilfing month; the Tier 2 purchase allowance is 
the difference between the minimum purchase obligation and the amount calculated 
by multiplying 5,480,160 KWH by the number of days in the billing month. For 
Southwire, the minimum purchase obligation is based on 3,045,840 KWH and the 
Tier 2 purchase allowance is based on 7,973,280 W H .  See Second Revised 
Exhibit 3(a), filed August 22, 1997, pages 26, 27, and 36 of 52. 

The Tier 1 energy rate is $.0307 per KWH; Tier 2 is 8.02098 per KWH; and the total 
Tier 3 rate, excluding transmission, is S O 1  958 per KWH. The Tier 3 transmission 
rate is $.98 per KW per month of Tier 3 demand. See Second Revised Exhibit 3(a), 
filed August 22,1997, pages 25,26,34, and 35 of 52. 

zs 

29 The  reference "proposed tariffs" reflects the terms and conditions contained in the 
documents filed on February 27, 1998. Also, these proposed tariffs reflect the 
impact of the resolution, which the Commission has  accepted in principle. 
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Smelters power in excess of the Tier 1 and Tier 2 volumes. All power consumed in excess 

of the Smelters' Tier 1 and Tier 2 maximum demands can be acquired from any power 

supplier a t  market-based rates. For these purchases the Smelters are30 assume the 
". 

responsibilities of identiing the third-party supplier, setting the terms of the transaction, 

calculating the amount of losses involved, and securing the transmission path.= The 

Smelters' respective distribution cooperatives, Green River or Henderson Union, would 

sign the actual contracts with the third-party supplier and purchase the power to supply the 

Smelters. 

The AG opposed the Tier 3 market purchase provision, contending that wholesale 

market access for retail customers by contract is retail wheeling which is not authorized 

by the Territorial Boundary Act for electric service, KRS 278.016-278.01 8. The AG argues 

that the parties that negotiated Tier 3 have achieved electric deregulation and diCtated its 

terms, without th.e benefit of legislative direction OF oversight, for all incremental power 

used by the two largest retail electric customers in Kentucky. if.Tier 3 is approved, the AG 

contends, it will establish a precedent which will encourage large power users served by 

other utilities to ask for similar or better treatment, and as a policy matter, such a 

precedent should not be e~tablished.~'  

Big Rivers, the LG&E Parties, Alan, Southwire, and Chase disagreed with the 

bases for the AG's opposition and cited numerous arguments to support the market 

purchase option. They contend that the option is not retail wheeling, is not contrary to 

30 

31 

Response to the Commission's October 21 , 1997 Order, Items 4 and 26. 

AG Initial Brief at 7-1 0. 
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Kentucky law or public policy, need not await any legislative analysis of electric industry 

restructuring, and is not dissimilar to the right afforded to Gallatin Steel Company in 1995 

to choose its wholesale power supplier. The market purchase option, they claim, is 

designed to reduce costs to the Smelters without raising costs for other customers,3L while 

the Reorganization Plan as a whole brings the benefits of competitively priced power to 

all customers." 

Other Industrials' Market Power Purchases. Big Rivers proposed that three years 

after closing its Reorganization Plan certain Large Industrial Customers could acquire a 

portion of their power requirements under market-based conditions. To be eligible, a 

customer would have to have a peak demand of one MW or greater, sign a contract for 

a minimum term offwe years, have a base contract demand of not less than 75 percent 

of its maximum contract demand, and have a minimum contractual monthly load factor of 

70 percent.% Big Rivers estimated that six customers could be eligible for this market- 

based proposal.35 

The AG opposed this proposal, claiming it was an attempt to offer other industrial 

customers rates similar to the market purchase Tier 3 proposal for the Smelters. While 

3t Big Rivers Reply Brief at 8-9. 

33 LGlZtE Parties Initial Brief at 16. 

34 Revised Big Rivers Transaction Tariff, filed February 23, 1998, Item 29 at Original 
Sheet No. 37. 

3fi Response to the Commission's August 12,1997 Order, Item 29. The customers are 
Commortweatth Aluminum, Kimberly-Clark (Scott Paper), VVillamette, World Source, 
A-CMI, and Wal-Mart Store No. 701. 
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agreeing that the proposal did not create the  same contractual market access as the 

Smelters would have, the AG argued that t h e  proposal should be rejected because Big 

Rivers was giving up the right to serve a portion of its load, as well as the ability to earn 

a full contribution to fixed costs, for no apparent reason. The AG contends that there is 

no reason for a bankrupt utility to offer such a pricing option.36 

The LG&E Parties supported the proposal, noting that if market power is priced 

below Big Rivers’ system power, industrial customers who accepted the market-priced 

option could achieve lower average prices by blending system-priced power with market- 

priced power.= Chase stated that, like the market purchase Tier 3 proposal, this proposal 

for large industrial customers did not violate the certified service territory statute.= 

Commission Analvsis. Big Rivers has served ifs member distribution cooperatives 

for many years through a succession of full requirements contracts that have been 

required by the RUS to secure prior loan funds. As part of the negatiating process that led 

to the rates embodied in the Reorganization Plan, the RUS and other.affected parties 

agreed to modify these full requirements contracts to accommodate the market power 

purchases for the Smelters and qualrfying industrial customers. No e similar 

accommodations have been forthcoming for any other customer. 

The market purchase rate proposals constitute, at a minimum, the functional 

equivalent of retail wheeling for 8 out of 91,500 customers. If the electric industry in 

36 AG Initial Brief at 11. 

’’ LGELE Parties Initial Brief at 14. 

3B Chase initial Post-Hearing Brief at 4. 
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Kentucky is to b e  restructured to include retail wheeling, the Commission believes that 

such a restructuring should be undertaken voluntarily, in a reasoned and comprehensive 

manner which is designed to meet the overall needs of the Commonwealth and all its 

citizens, not just the specific needs of a single utility and a few large customers. Further, 

the Commission does not believe that electric restructuring can permanently be 

implemented on a case-by-case approach until a rigorous investigation of all aspects of 

the issue results in a determination that restructuring is in the public’s best interest, Until 

that determination is made, proposals to offer 8 out of 91,500 customers the right to seek 

lower cost power through retail wheeling constitute unreasonable preferences in violation 

of KRS 278.170(1). 

The existing regulatory scheme in Kentucky requires electric utilities to serve all 

customers within their certified territorial boundaries. For the Big Rivers’ distribution 

cooperatives, this statutory obligation includes not only the distribution of electric energy 

to their customers, but also the selection and acquisition of an adequate source of supply 

to meet the foreseeable needs of their customers. The Cornmission does not believe that 

it has th’e authority to revise this statutory scheme to transfer, from the utility to a limited 

group of customers, the function of selecting a source of supply to meet those customers’ 

needs,  The market purchase options proposed here are dissimilar to the transaction 

approved in 1995 when East Kentucky Power Cooperative Corporation (“East Kentucky”) 

lacked sufficient capacity to fulfill its contractual obligation to supply Owen Electric 
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Cooperative for service to Gallatin Steel Company.39 The contracts and tariffs in that case 

indicate that East Kentucky fulfilled its contractual obligation by selecting the source of 

additional generating capacity, not by granting the retail customer the right to select the 
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source of generation. 

Therefore, the proposals to terminate the Tier 3 fixed rate after 2000 and to 

implement market purchase Tier 3 and the Market Power Purchase option for other 

industrial customers in three years a re  rejected. Green River and Henderson Union 

will be responsible for securing additional quantities r4f power for the Smelters after 2000. 

The cost for this power is unknown at this time and may result in future changes to the Tier 

3 rate for the Smelters. 

Revenue Decrease Allocation and Rate Desion 

For purposes of calculating the revenue impact of i t s  proposed rates, Big Rivers 

utilized a test year ended December 31,1996. Based on the rates in effect at the end of 

the test year, and various normalization adjustments to the actual demand and energy 

units billed during the test year, Big Rivers calculated its normalized test year revenues 

to be $266,261,661 .40 Big Rivers calculated pro forma revenues of $231,482,524, based 

on its proposed rates and several billing adjustments which reduce its billing demand from 

39 Case No. 94-456, East Kentucky Power Cooperative, Inc.’s Filing of a Proposed 
Contract with Gallatin Steel Company. 

40 Application m i b i t  17, at 1, 5 and 6. 
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a normalized level of 14.4 million KW to a pro forma level of 13.4 million W. The result 
-- 

is a decrease in revenues of $34.8 million, or 13.06 percent.41 

Based on Big Rivers' pro forma revenue analysis, the proposed rates produce the 

following decreases and average rates for Big Rivers' three customer 

Customer Group W n q  Prooosed Tots( Percentaoe 

1. Smelters: 26.85 mills/KWH 24.7 rnills/KWH 13.7 percent $202 million 

Averaae Rates Averane Rate Decrease Decrease 

2. Non-Smelter 
industrials: 34.60 millslKWF1 31 .I rniflslKMM 12.8 percent $6 million 

372 millslKWH 11.8 percent $8.6 million 3. Rurals: 42.18 rnillslKWH 

T h e  Commission finds that Big Rivers' comparison of itsproposed rates to its 

existing rates is flawed. in determining customers' adjusted billing units, Big Rivers relied 

on its most recent Power Requirements Study to change the demand and energy billing 

units for several customers. For instance, Willamette's demand billing units were 

increased by 99,000 KW and its energy billing units were increased by.75 million KWH.43 

Big Rivers also included the impact of the market purchase option in calculating pro forma 

revenue. In determining the percentage rate decrease, Big Rivers compared pro forma 

revenue based on pro forma billing units to nonnaiized revenue based on normalized 

billing units, thereby masking the true effect of the proposed rate change. The 

Commission believes that a more valid analysis would be one thakcompares customers' 

" 
_. Id. a t  1 and 8. 

42 "Existing Average Rate" and 'Proposed Average Rate" derived from Application 
Exhibit 17 at 5-6; "Total Decrease" and "Percentage Decrease" from Application 
M i b i t  17 at 7-8. 

Application Exhibit 17 at 3 and 5. 

-22- Case No. 2012-00535 
Attachment 3 for Response t o  AG 1-182 

Witness: Caunsel 
Page 24 of 48 



annual bills based on pro forma billing units a t  both Big Rivers' old base rates and its 

." 
proposed base rates.& Under such a comparison the average decrease for each customer 

group would be: Smelters - 18.0 percent; non-Smelter industrials - 12.3 percent; and 

Rurals - 9.2 percent. 

Big Rivers presented a COSt-of-seWice analysis which reflected both its pre- 

restructuring cost structure and its post-restructuring cost structure. The  results of this 

analysis were consistent with the ailowtion of the proposed decrease amongst the 

customer classes. 

AG Rate Issues. The AG objected to the proposed rates, focusing primarily on the 

rates offered to the Smelters. The AG urges rejection of the proposed Smelter rates and 

associated contracts because the Smelters are  allowed to leave the Big Rivers system 

after 201 I, their rates are fuced for the term of their current contracts, and their take-or-pay 

obligations are dramatically reduced.45 Based on the AG's cost-of-service study, he also 

argues that the Tier 2 rates make no meaningful contribution to fixed costs, the Smelters 

make a smaller contribution to fixed costs than other classes, and the Smelters' rates are 

priced below their cost of service. The AG also argues that the proposed treatment of 

stranded costs and exit fees for the Smelters is unfair, unjust, and discriminatoty.46 Based 

4-1 For this analysis, Big Rivers' proposed base  rates for the Smelters include the 
agree upon .5 mills per KWH to resolve the unforeseen cost issue. 

Brown Kinloch Direct Testimony at 16-28. 

46 AG Initial Brief on the Unforeseen Cost Resolution a t  I O .  in this brief, the AG notes 
that his original objections to the proposed Smelter rates now focus on Henderson 
Union and Green River, rather than Big Rivers, due to the impacts of the resolution 
of the unforeseen cost issue. 

Case No. 2012-00535 
Attachment 3 for Response to  AG 1-182 

Witness: Counsel 
Page 25 of 48 

-23- 



on" the results of his own cost-of-service study, the AG recommended rejection of the 

proposed rates for all customer classes and adoption of a $5.36 per KW per month 

demand charge and a 19.58 mills per KWH energy charge for all customer classes and 

all 

,- 

Big Rivers noted that the proposed rates are an integral part of the Reorganization 

Plan and are  supported by its cost-of-service study.a Big Rivers criticized the AG's cost- 

of-service study as flawed in its treatment of the purchased power costs from LEM and for 

proposing rates which resulted in disproportionate rate reductions favoring the rural 

customers at the expense of the 

AIcan and Southwire contend that the AGs cost-of-service study is flawed in 

assuming that purchased power costs were composed only of energy costs, omitting the 

lease and transmission payments 2s factors to be included, not considering the lower 

Smelter line losses, and allocating to the Smelters transmission costs below 161 K\/.% 

The Commissipn finds the AG's arguments to be less than persuasive. Since the 

Smelters new contracts will expire a t  the same time as their old contracts, they are not 

being allowed to leave the Big Rivers' system; Resolution of the unforeseen cost issue, 

coupled with the fixed cost of wholesale powerfrom LEN justifies the prohibition uffuture 

rate adjustments, except as noted herein, attributable to wholesale but not retail cast 

- 
47 

48 

'' - Id, 

Brown Kinloch Direct Testimony at 42. 

Big Rivers Reply Brief at 11-12. 

Aican and Southwire Main Brief at 15 and 20. 
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changes. While the Smelters take-or-pay obligations have been reduced, Big Rivers 

suffers no harm because LEM has agreed to guarantee the margins from Smelter sales 

at levels above ~e take-of-pay obligations. 

I 
L 

In addition, the record demonstrates that the AG's cost-of-service study is flawed 

in assuming that purchase power costs are  composed only of energy costs, by allocating 

costs of transmission facilities below 161 W to the Smelters, and by omitting 

consideration of the lease and transmission payments and the lower Smelter line losses. 

These flaws undermine his proposed alternative rates. The AG has also failed to justi* 

why his proposed class rate reductions are  more reasonable than Big Rivers. The 

Commission also finds unacceptable the underlying premise in the AG's proposal which 

is the need for a rate increase in 201 2 of 29 percent in the demand charge and 4 percent 

in the energy charge.'' Thus, the AG's rate proposals are not reasonable and will not be 

accepted. 

Willamette Rate Issues. Willamette argues that the rates proposed for it are 

discriminatory, not based on cost of service, and are  the result of negotiations that 

included neither itself nor a majority of the industrial customers. It contends that its 

decrease of 7.29 percent is not as large as that of some other customers in the large 

industrial class, its additional load has been ignored by Big Rivers, and it should be 

granted lower rates more in line with those of the Smelters given its status as the system's 

third largest customer with the third highest load factor. Wiliamette also argues that the 

impact of load factor on cost of service should be reflected in rates. In fact, Willamette 

51 T.E., Wolume V, November 24, 1997, at 227-228. 
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. .  

Willamette compares favorably with that of the non-Smelter industrial class as a whole 

I 

. 
27 and, therefore Willamette suffers no undue discrimination by Big Rivers' rate proposal. In 

addition, Willamette has not demonstrated and the Commission finds no basis to believe 
.. 

that Willamette's proposal will generate the revenue levels needed by Big Rivers under 

the Reorganization Plan. The Commission further finds that Big Rivers' proposal does not 

unfairiy single out Willarnette for a lesser rate decrease than other customers within its 

class. Therefore, Willamette's rate proposals a r e  denied. 

Larqe Industrial Customer Rates Having rejected the Market Power Purchase 

option, the Commission finds it necessary to develop a schedule of rates for the large 

industrial class that will generate over the next 25 years the same approximate revenue 

stream as the rates proposed by Big Rivers. The Cornmission also finds merit in the 

argument raised by Willamette that differences in customers' load factors affect a utility's 

cost of service and such differences should be reflected in rates. 
r 

A simple approach to developing a new rate schedule for the non-smelter industrials 

would be to retain the $7.37 demand charge proposed by Big Rivers and then calculate 

the energy charge necessary to generate the additional required revenues: However, a 

demand charge that is substantially lower than the previous charge of $10.15 per KVV 

necessitates an energy charge that would be significantly higherthan the previous energy 

charge. Such a high energy charge, coupled with the impact of eliminating the Market 

Power Purchase option, would have a detrimental impact on high load factor customers 

because they would pay revenues markedly in excess of those produced by Big Rivers' 

proposed rates. 
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Arate design with a higher demand charge and corresponding lower energy charge 

will minimize such impact for the higher load factor customers that would have been 

eligible for the Market Purchase option. Therefore, the rates for the non-smelter industrial 

class will retain the $10.15 demand charge that had been in effect prior to the interim 

rates and the entire decrease will be achieved through a reduction in the energy charge. 

/ 

The result is an energy charge of 13.715 mills per KWH for all energy sold. This energy 

charge is appropriate because, as Big Rivers pointed out, its post-restructuring variable 

costs of 18.44 mills per KWH as per its cost-of-service analysis are somewhat artificial 

because of the energy-only pricing structure contained in the power purchase agreement 

with LEM.56 Had that pricing structure included separate demand and energy components, 

Big Rivers‘ cost of service would reflect much lower variable costs.” A comparison of the 

results of the Commissiondeveloped rates to the results of Big Rivers’ old rates using the 

pro forma billing units reflects an average decrease of I 4.64 percent for the non-smelter 

industrial class with a 12.58 percent decrease for Willamette. Willamette will continue to 

have among the lowest rates on the Big Rivers system. Based on these factors, the 

Commission is satisfied that its rate design is fair, just, and reasonable for all c&orners 

in the non-smelter industrial class and should be adopted. 

Smelter Tariff Provisions. The AG objected to two provisions in the Henderson 

Union and Green River Smelter tariffs. One provision would prohibit any adjustment to 

rates to reflect cost or payment incurred by Big Rivers or the cooperatives for any 

56 

57 __. Id. at 49. 

Application Exhibit 11 at 48. 
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expenditures incurred due to legislation, regulatory, or legal action. The  AG argues such 

a provision attempts to divest the Commission of its authority to change rates.% The other 

provision would allow the Smelters to avoid the payment of stranded costs or exit fees. 

The AG argues that the issue of stranded costs and exit fees will be a subject for electric 

industry deregulation, and that such a prohibition infringes upon the legislative prerogative, 

and unduly favors the Smelters.59 

-1- 

Big Rivers countered that under the terms of the Reorganization Pian, there should 

be no stranded costs or exit fees for anyone on the Big Rivers system to pay.6o The LG&E 

Parties contend that the proposed resolution ofthe unforeseen cost issue eliminates any 

concerns that non-smelter customers would be at  risk for future unforeseen costs related 

to the Smelter 10ad.~' A l a n  and Southwire stated their belief that all stranded Cost issues 

have been dealt with in the Reorganization Plan.eiz 

For Big Rivers, the Commission finds that the lease trans-&n,-coupled with the 

unforeseen cost resolution, will minimize any risk that non-smekr  customers would be 

allocated the Smelters' share af CDS~S resulting from legislative, regulatory, or legal 

changes. Similariy, this transaction will minimize' the risk of stranded m t s  or-exit fees ._, 

I 58 AG Initial Brief at 3. 

59 - Id. at 12. 

Big Rivers initial Brief at  23. 

61 LG&E Parties Initial Brief Addressing Future Unforeseen Cost Issue at ?7, 

Alcan and Southwire Supplemental Brief on Unforeseen Cost Resolution at 9. 
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, 
allocable to the Smelters at the wholesale level. Thus, these provisions do not appear to 

be unreasonable for application to Big Rivers' wholesale costs. 
r 

However, the Commission finds that the same situation does not exist at the retail 

level. It is impossible to predlct the cost changes that could occur over the next 13 years 

for Henderson Union and Green River and there is no agreement, analogous to the 

unforeseen cost resolution, to provide indemnification for changes in retail costs allocable 

to the Smelters. Neither the prohibition for cost adjustments due to legislative, regulatory, 

or tegal action nor the prohibition of stranded costs or exit fees are reasonable at the 

distribution level and it is unreasonable to include these proviskns-in the distribution 

cooperative tariffs and contracts with the Smelters. 

Other Transaction Issues 

Lease of Generatinu Units. Big Rivers has proposed to lease, for a term of25 years, 

all its generating units to WKEC while having a 25 year right to purchase power, within 

established minimum and maximum quantities, from LEM. The lease transaction is the 

centerpiece of the Reorganization Plan and it enables Big Rivers to divest itself of its 

generating capacity wbile purchasing only the quantities of power projected to be needed 

over the 25 year term. The Commission finds that the proposed lease transaction does 

constitute a change in contml within the parameters of KRS 278.020(4) and 278.020(5) 

and is subject to our jurisdiction. Based on a review of the record and the lease 

transaction as evidenced by the documents on file as of February 27, 1998, the 

Commission finds that WKEC has the financial, managerial, and technical expertise to 

operate Big Rivers' generating units and the transfer is in accordance with law, for a 
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.. 

proper purpose and is consistent with the public interest. Therefore, the Commission will 

approve the lease transaction in principle, subject to verification that the final transaction 

documents do not materially change the transaction as reviewedin this case. 

.I* 

In addition, the Commission finds that the proposed accounting treatment for the 

lease transaction is in accordance with generally accepted accounting principles and the 

Commission concurs with that treatment% Big Rivers should provide the Commission with 

the accounting entries made to record the lease transaction within 10 days of their entry 

on the books of Big Rivers. 

Transmission Service and interconnection Asreern- The Applicants requested 

approval of the Transmission Service and lnterconnedion Agreement, as well as Big 

Rivers’ Open Access Transmission Tariff, which will be filed at FERC. The Commission 

finds that, to the extent these documents a re  subject to our jurisdiction, they are 

reasonable and should be approved in principle subject to r e i ew of the  final draft 

agreements to verify”that there have been no material changes. 

Evidences of l n d e b t e d n i  Big Rivers and the LGCLE Parties have requested the 

Gommission‘s approvai for Big Rivers to issue evidences of indebtedness as contained in 

several of the transaction These financings are an integral part of the 

Reorganization Plan and are necessary to implement the debt restructuring and lease 

The documents in question are the Cost Sharing Agreement; the Lease and 
Operating Agreement; the Mortgage and Security Agreement; the agreement with 
new credit providers AMBAC and Credit Suisse First Boston, relating to the 
Pollution Control Bonds, to the extent required; and the security instruments 
evidencing liens given to LEM under the terms of the revised Participation 
Agreement. 
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transaction. The  Commission finds that the proposed financing is for a lawful object within 

Big Rivers' corporate purpose, is necessary and appropriate for the proper performance 

of its wholesale electric service to the public and will not impair its ability to perform that 

service, and is reasonably ne'cessary and appropriate for such purpose. 

Station Two Subsidiarv. Big Rivers and the LG&E Parties requested that the 

Commission approve Big Rivers' transfer to the Station Two Subsidiary of certain 

obligations with respect to HMP&L's Station Two facility. Bn addition, the LG&E Parties 

requested that the Commission declare the Station Two Subsidiary to  be a jurisdictional 

utility because KRS 96.520 limits a municipal utility to selling excess power either out of 

state or to a Commission-regulated utility. 

The Commission finds that the transfer of HMP&L Station Two facility obligations 

to the Station Two Subsidiary is reasonable and  will be approved. At the March 1 8,1998 

hearing, the LG&E Parties stated that legislation was pending in the 1998 Regular 

Session of the Kentucky General Assembly which would eliminate the need to declare the 

Station Two Subsidiary to be a jurisdictional utility. This legislation has  since been 

approved by the General Assembly and signed by the  GovemorF Therefore, the request 

to declare the Station Two Subsidiary a jurisdictional utility is denied as moot. 

EWG Status. Big Rivers and the LGLlE Parties requested that the Commission 

declare each of Big Rivers' generating facilities to be a n  "eligible facility" w*ttlin the 

meaning of Section 32(a)(2) of PUHCA. This finding is a prerequisite for WKEC to be 

64 Senate Bill 269 was passed by the Senate on February 27, 1998, the House of 
Representatives on March 23, 1998, and was signed by the Governor on April I , 
1998. 
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declared an exempt wholesale generator by FERC and thereby exempt from all provisions 

of PUHCA 

After examining the evidence, the Commission finds that the generating facilities of 

Big Rivers have been used for the generation of electric energy.exclusive1y for sale at 

wholesale. The Commission further finds that allowing the Big Rivers generating facilities 

to be eligible facilities will benefit consumers by allowing Big Rivers to consummate its 

Reorganization Plan which includes the lease transaction, is in the public interest, and 

does not violate Kentucky law. At the request of the LGgE Parties, the Commission will 

condition this grant of eligible facility stabs upon the closure of the transaction between 

Big Rivers and the LG&E Parties. 

Wholesale Power Contracts. Big Rivers and the LG&E Parties requested that the 

Commission approve the amendments to the wholesale power contracts with the member 

distribution cooperatives. As with other transaction documents, tMnmmiss ion  finds that 

these contracts as filed by February 27, 1998, should be approve&n principle, subject to 

deletion ofthe Smelters' exemptions from distribution level cost changes due to legislative, 

regulatory, or legal action or distribution level stranded costs and exit fees. The final drafts 

of these contracts will be reviewed as part of the new proceeding to ensure..that 

appropriate changes have been made to reflect the decisions herein and that no other 

material changes have been made. " 

Consolidation of Pendins Fuel-Related Cases 

In its Application, Big Rivers requested that this case be consolidated with two fuel- 

related cases currently pending at the Commission. This request was subsequentfy 
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expanded when Big Rivers filed its initial brief on February 13, 1998 to include additional 

fuel adjustment clause (IIFAC") proceedings covering November 1 , 1990 through April 30, 

1994 which were remanded to the Commission in January 1998. Big Rivers argues that 

consolidation of these proceedings with the case a t  bar and the Commission's approval 

of the rates set forth in Big Rivers' Plan of Reorganization will render those cases moot. 

As a result of a n  extensive investigation into Big Rivers' fuel procurement practices, 

the Commission on July 21, 1994, in Case  No. 90-360-C,65 found that Big Rivers had 

incurred unreasonable fuel costs as a result of its decisions to enter certain coal supply 

contracts and required Big Rivers to amortize and credit those costs to its customers. 

Based upon the record developed in Case No. 90-360-C, the Commission 

in subsequent FAG review proceedings= ordered Big Rivers to make additional credits 

to its customers. 

. 

Case No. 90-360-C, An Examination by the Public Service Commission of the 
Application of the Fuel Adjustment Clause of Big Rivers Electric Corporation from 
November 1 , 1990 to April 30,1993. 

Case No. 92-490-8, An Examination by the Public Service Commission of the 
Application of the Fuel Adjustment Clause of Big Rivers Electric Corporation from 
May 1, 1993 to  October 31, 1993 (August 9, 1994); Case No. 92490-C, ,m 
Examination by the Public Service Commission of the Application of the Fuel 
Adjustment Clause of Big Rivers Electric Corporation from November 1 , 1993 to 
April 30,1994 (November 1 , 1994); Case No. 94-458, An Examination by the PuMic 
Service Commission of the Application ofthe Fuel Adjustment Clause of Big Rivers 
Electric Corporation from November 1,1992 to October 31 , 1994 (March 5,1996); 
Case No. 94-458-8, An Examination by the Public Service Commission of the 
Application of the Fuel Adjustment Clause of Big Rivers Electric Corporation from 
November 1, 1994 to April 30, 1995 (June 19, 1996); Case No. 9 W 8 - B I  An 
Examination by the Public Service Commission of the Application of the Fuel 
Adjustment Clause of Big Rivers Electric Corporation.from May I , 4995 to Odober 
31,1995 (July 9,1996); Case No. 94-458- 
Commission of the Application of the Fuel 
Corporation from November 1, 1995 to Apr 

66 
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.. & a result of judicial reviews filed by Big Rivers and the Smelters, the Franklin 
“ Circuit Court affirmed the Commission’s July 21 , 1994 Order to disallow the unreasonable 

fuel costs, but remanded the matter to the Commission to determine whether two fuel 

contracts complied with the FAC regulation and whether the fuel costs associated with 

those contracts were prudent or the result of improper fuel procurement practices.B7 The 

Court further directed the Commission to determine, if appropriate, the amount of any 

additional refunds. 

.. 

The Commission and Big Rivers appealed the Franklin Circuit Court ruling. Finding 

that the Franklin Circuit Court’s judgment was not final, the Kentucky Court of Appeals on 

July 3, 1997 dismissed these On January 14, 1998, the Kentucky Supreme 

Court denied the Commission’s Motion fot Discretionary Review.= As a result, these 

cases are again before the Commission.” 

Having considered Big Rivers’ request for consolidation, the Commission denies 

it. As the request relates to the remanded proceedings, it was notproperly raised. The 

proceedings involving Big Rivers’ FACs were not remanded to the Commission until 

67 BiQ Rivers Electric Corn. v. Pub. Sew. Com’n, No. 94-Cl-01184, slip op. at 14 
(Franklin Cir. C t  Oct. 20, 1995). 

Pub. Sew. Corn’n v. Bis Rivers Electric Corn., No. 95-CA-3079-MRI slip op. at 2-3 
(Ky. C t  App. July 3, 1997). 

68 

Pub. Sew. Com’n v. BiQ Rivers Electric corn., No. 97-SC-610-D (Ky. Jan. 14, 
1998). 

Mot all of the Orders have been remanded to the Commission. Actions for review 
of Commission Orders in Cases  No. 94458, 94-458-A, 9445843, and 94-458-C 
are still pending before Franklin Circuit Court and have not been remanded to the 
Commission. 

70 
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January 14,1998. -The issue was not before the Commission when the principal hearing 

in this matter was held and was raised for the first time in Big Rivers' initial brief." The 

parties have not had an  adequate opportunity to address the issue.R 

n 

Moreover, consolidation of the fuel cases into this proceeding is inconsistent with 

the express directives of the Franklin Circuit Court judgment. The Court directed the 

Commission to make certain determinations regarding two fuel contracts and the fuel costs 

incurred under those contracts. Consolidation will not advance this objective but impede 

it. Under Big Rivers' proposed approach, the Commission would consolidate the cases 

into this proceeding and then take no further action. 

The Commission is not the appropriate forum to address Big Rivers' argument that 

the Bankruptcy Court's approval of the Plan af Reorganization extinguishes any right of 

ratepayers to pursue refunds and renders the Franklin Circuit Court judgment moot. mat 

forum is the Franklin Circuit Court. As the matter currently stands, Franklin Circuit Court 

has  directed the Commission to take certain actions. Its judgment has not been modified, 

suspended or revoked. No court of superior jurisdiction has relieved the Commission of 

its obligations underthe judgment. &sent such court action, the Commission must comply 

with the judgment and make the required determinations. Givewthe voluminous record 

and complex issues in the remanded cases, those deterrninations-should be made in a 

separate proceeding and not be consolidated with this proceeding. 

I Big Rivers Initial Brief at  2533. 

For that matter, Big Rivers failed to provide notice of its request to all parties in 
Case No. 90-360-C. The record fails to reflect that any notice of the consolidation 
proposal was given to Prestige Coal Company. 
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Depreciation Study 

Big Rivers disclosed during the proceeding that the required accounting for the 

lease transaction might result in the book value of Wilson being overstated, and that there 

might have to be an asset book value write down. However; before Big Rivers could 

finalize its determination of the need for a write down, it had initiated a new depreciation 

study, which has not yet been completed. 

The Commission finds that within 30 days of Big Rivers' completion and acceptance 

of a new depreciation study, a copy should be filed with the Commission. No changes in 

depreciation rates should be implemented under that study until the Cornmission has 

reviewed the new study. Big Rivers should also promptly inform the Commission of its 

determination regarding the need for an  asset book value write down and, if one is 

determined to be necessary, initiate the appropriate proceeding.. 

Debt Service Plan 

The AG objected to the debt service schedule contained in Big Rivers' financial 

model, contending that it was back loaded. The AG argued that only 36 percent of the 

principal on the RUS debt will be paid by the time the Smelters are expected to leave the 

Big Rivers system.n The AG notes that under the unforeseen cost issue resolution, more 

of the debt service is shifted to the later years of the transaction, when only the nonA 

Smelter ratepayers are still on the system.74 

AG Initial Brief a t  16. 
74 AG Initial Brief on the Unforeseen Cost Resolution at 2. 
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e The Smelters argued that the AG's statement about the 36 percent figure is true, 

but completely misleading because debt service is not measured only by the repayment 

of principal, but by the sum of principal and interest. The Smelters stated that the 

projected debt service schedule, agreed to by the lenders, represents a largely levelized 

combination of interest and debt principal payments." 

4 

." 

The Commission has  reviewed the arguments and concludes that the AG's analysis 

has not taken into consideration the entire scope of the impact of the transaction, as 

modified by the unforeseen cost resolution. The AG's argument fails to consider the fact 

that the repayments to RUS must equal a predetermined presenl value, regardless of the 

timing of principal and interest payments. This arrangement allows Big Rivers a degree 

of flexibility during the early years of the transaction. In addition, the AG does not appear 

to have considered the impact OfLEkf5 lease payments orthe potential impact of arbitrage 

sales on the outstanding debt. Concerning the impact of the unforeseen cost resolution, 

Big Rivers apparently had no loan sources to fund the up-front capital expenditures as 

envisioned in the original plan. While the resolution did resuit in a shif& of the debt service 

schedule, it also provided Big Rivers with a needed source of financing for its reduced 

capital expenditures responsibilities. Therefore, while the situation identified by the AG 

is an important consideration, taken in light of the overall benefits and provisions of the 

transaction as modified, the Commission finds that the  arguments of the AG do not justify 

the rejection of the proposed debt service schedule. 

Wlonitorinclr and ReDortinq 

- _ _ _ ~  

75 Alcan and Southwire Main Brief at  31. 
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I The proposed transaction, as modified by the resolution of the unforeseen cost 

issue, contains what the Commission believes to be a valuable incentive to Big Rivers: the . 
ability to make arbitrage sales and Other Sales.76 Big Rivers has placed a significant 

amount of reliance on its ability to make Other Sales and the revenues to be generated by 

those sales will be critical to its long-term financial restructuringnTT To encourage Big 

Rivers to utilize this option to its greatest potential, and to ensure that the Commission is 

timely informed of Big Rivers' progress in making both arbitrage sales and Other Sales, 

the Commission will require Big Rivers to: 

8 Develop and file with the Commission within 60 days of the Transaction 
Closing Date, a strategic plan concerning arbitrage sales; 

Develop and file with the Commission within 30 days of the  date of 
this Order, a n  interim sales plan, to be in effect until the strategic 
sales plan is implemented; ~ 

0 File with the Commission within six months after me date of this 
Order, and every six months thereafter, a report on arbitrage sales 

'and Other Sales; and 

File with the Commission a report, appended to its annual report, 
comparing its actual cash flows for the calendar year with the 
amounts included in the SUP-11 financial model filed in this 
pr~ceeding.'~ 

I 
76 Other Sales are off-system sales envisioned in Big Rivers' financial models to begin 

after the termination of the current Smelter contracts in 201 1. 

TI From 201 'i to 2022, Big Rivers forecasts annual gross sales revenues ranging from 
$36.1 million to $45.9 million, which represents 15 to 20 percent of all gross sales 
revenues during the period. Robison, Schaefer, and Hite Supplemental 
Testimony, Exbibit SUP-11, lines 304 through 309. Percentage impact is 
determined by dividing line 307 by line 309 in any year after 201 0. 

The report will be based on lines 363 through 411 of SUP-11, and include 
explanations for any deviations from the SUP-11 figures in excess of 10 percent 

78 
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SUMMARY AND CONCLUSION 
A- Throughout this proceeding the Applicants, the Smelters, and three distribution 

cooperatives have repeatedly stated that the proposed rates are an integral part of the 

Reorganization Plan, were the result of intense and extensive negotiations, and that any 

modifications could disrupt the carefully balanced interests of those who participated in the 

negotiations. Simultaneously, the AG and one distribution cooperative, Jackson Purchase, 

have vigorously opposed the proposed rates on the basis that the benefits of the 

reorganization have not been fairly distributed among all customer classes, resulting in 

unduly preferential rates for some customers. The Commission has taken all these 

statements into consideration and has made the findings and decisions set forth herein 

based on the evidence and the critical need for Big Rivers to emerge from bankruptcy as 

quickly as possible. 

.~ 

It has not been an easy task to balance all aspects of the transaction and the 

proposed rates with our statutory obligations under KRS Chapter 275. Our task was not 

made any easier by the inclusion of certain rate provisions which appeared to be the 

product of less than equal bargaining leverage among the parties to the Reorganization 

Plan. We recognize that there will need to be some chang-.-the-transaction to 

accommodate our findings. .< However, we do not believe tk&thoseLchanges will 

significantly alter either the purpose or the intent of the transaction. 

. *, 

From the perspectives of Big Rivers and its major creditors, our decisions should 

not reduce the cash flow reflected in Big Rivers' financial models, b u s  preserving Big 

Rivers' ability to meet its operating expenses and debt service payments. in addition, as 
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a result of the resolution of the unforeseen cost issue, the margins that were projected to 
a- 

be earned on sales to the Smelters will now be guaranteed by LEM. Although we have 

denied the market power purchase option for large industrial customers, we have 

developed rates for this class which provide a reasonable rate-reduction, generally 

between 7 to 12 percent based upon anticipated loads, without requiring the commitment 

to a five year.contmact-For the rural consumers, the rate reductions implemented in 

September 1997 will remain in effect In addition, the resolution of the unforeseen cost 

issue should provide significant financial protections to the rural and large industrial 

customers from the risks of new regulatory, legal or environmental costs not associated 

with their load. 

From the perspective of the Smelters, our decisions retain the fixed prices for Tier 

1 and Tier 2 power which is critical to their ability to compete in the world-wide aluminum 

market. Atthough we have denied the Tier 3 market purchases-for the Smelters' 

incremental power needs, our decision to allow LEM to  supply the Smelters' Tier 1 and 

T7er 2 power provides an extra margin of reliability and allows Green River and Henderson , I  

Union to reduce their full-requirements relationship with Big Rivers:.T While -we have 

rejected the Smeiters' exemption from unforeseen costs and exit fees at the distribution 

level, w e  have allowed such exemptions for any wholesale costs or fees attributable to Big 

Rivers. W e  truly believe that Big Rivers and the Smelters a r e  vital to the emnomy of 

western Kentucky and their fortunes have been intertwined for many years. Even though 

our decisions today sever most of their existing ties, the Smelters' ability to purchase 
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reasonably priced power at fixed costs from LEM is the result of the availability of valuable 
I 

generating assets on  the Big Rivers system. 

Transaction Documentation Approval 

The application, as fired on June 30, 1997, contained the supporting transaction 

documents which were incomplete or othewise noted as being subject to further revision. 

Over the next five months, the Applicants filed revisions to the transaction documents and 

many were not finalized as of the November I997 hearing. To accommodate the 

Applicants, the Commission established December 19,1997 as the due date for final drafts 

of the documents and January 15, I998 as the date to resolve the unforeseen cost issue. 

Documents were not in final draft form by late December 1997. The Applicants 

subsequently requested, and the Commission granted, an extension to January 30, 1998 

to resolve the unforeseen cost issue. On January 27, 1998, the Applicants and the 

Smelters filed a joint notice that the unforeseen cost issue had been resolved in principle, 

but not yet reduced to writing, and subsequently requested to indefinitely suspend the 

briefing schedule. The Commission, by Order dated January 29, 1998, denied the 

request, citing KRS 278.190(3) as limiting our rate jurisdiction to 10 months, which would 

expire on April 30, 1998. 

A supplemental pidcedural schedule'dated February 13, 1998 was adopted to 

investigate the unforeseen cost resolution and it established February 23, q998 as thefrnal 

date for all documents. The Applicants filed some documents by that date, but indicated 

that others were incomplete and would be filed later that week. The AG objected to this 

delay and, by Order dated February 26,1998, the Commission extended the due date to 
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f !  
.. I' 

February 27,1998, but admonished the Applicants that any documents not filed by that 

date would not be considered in this case. 

In contravention of the February 26, 1998 Order, the Applicants continued to file 

documents after the due date. Chase then objected, claiming a denial of due process, 

when the Applicants filed additional documents on March 19,1998, afferthe supplemental 

public hearing. 

The Commission well recognizes the importance of the pending transaction to Big 

Rivers' financial rehabilitation and the need to act as expeditiously as possible. However, 

the parties' due process rights must be respected and accommodated, In addition, the 

continual revisions to the transaction documents have frustrated the Commission's 

investigative efforts to the extent that we a r e  no longer confident that the transaction 

conternplated by the Applicants is not materially differed from the transadion reviewed at 

the March 18, 1998 hearing, Therefore, we will approve the transaction documents in 

principle as filed with the Commission on the  due date of February 27, 2998. 

To afford the parties and the Commission an opportunity to ver i i  that no material 

changes have been made to the structure of the transaction, we will require the m.. Applicants 

to iile as quickly as possible, but no later than May 29,1998, final drafis of all transaction 

documents that have undergone any changes since February 27,1998. The documents 

should be filed in a new docket with copies to all parties to this case. The scope of review 

will be limited to determining whether the final transaction documents have materially 

changed since those filed by February 27,1998 and to review the changes necessitated 

by this Order. Each document filed should contain a clear identification of each  change 
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and be supported by a detailed explanation of the reason for the change. The review 
_c 

should take no more than 30 days and will include one round of discovery and an informal 

conference or hearing if necessary. 

IT IS THEREFORE ORDERED that  

1. Based on the documents on file with the Commission as of February 27, 

1998, the proposed transaction, as modified by the resolution ofthe unforeseen cost issue, 

is approved in principle, subject to the modifications contained in this Order. 

2. The market power provision in the Smelters’ Tier S-iate-and the Market 

Power Purchase option for certain Large Industrial Customers arehereby denied and fhe 

termination date on the Tier 3 fuced rate is rejected. 

3. The rates for non-Smelter industrial Customers are modified as discussed in 

this Order. The remaining rates proposed by Big Rivers and contained in the tariff draft 

bearing an issued date of February 23,1998 are approved. AII rates approved herein are 

effective for service rendered on and after the date of this Order. 

4. 

5. 

6. 

The alternative rates proposed by the AG are hereby denied. 

The alternative rate proposed by Willamette is hereby denied. 

. Provisions in the Smelters’ tariffs and their contra*-with the distribution 

cooperatives prohibiting rate adjustments to reflect costs OF payments incurred by the 

distribution cooperatives for expenditures due to legislation, regulatory, or legal action are 

rejected. 
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. 7. Provisions in the Smelters' distribution cooperative contracts and t a i j s  

exempting the Smelters from paying any stranded costs or exit fees relating to the 

distribution cooperatives are rejected. 

- 

8. ,The Applicants shall file, in a new case, the final drxrfts of the transaction 

documents supported by a clear identification of each change made and a detailed 

explanation of each change to the versions on  file with the Commission as of February27, 

1 998. The Applicants shall serve copies of all documents on the parties to this case, who 

shall be deemed parties to the new case. 

9. The Transmission Service and interconnection Agreement, and Big Rivers 

Open Access Transmission Tariff are approved in principle subject to review of the final 

drafts of the documents. 

10. Evidences of indebtedness required of Big Rivers in conjunction with the 

transaction documents a re  approved in principle, subject to review of the final transaction 

documents. 

11. The transfer of control of Big Rivers' generating units to WKEC and the 

trhnsfet of the HWIP&L Station Two facility obligations are hereby approved in principle, 

subject to review of the final version of the transaction documents. 

12. Big Rivers' generating facilities are "eligible facilities" within the meaning of 

Section 32(a)(2) of PUHCA, subject to the closure of the transaction as contemplated by 

Big Rivers and the LGdE Parties. 

'13. Big Rivers shall file the accounting entries made to record the lease 

transaction within 10 days of entry into the books of Big Rivers. 
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14. The Wholesale Power Contracts between Big Rivers and the distribution 

cooperatives a re  approved in principle, subject to the revisions discussed in this Order and 

subject to the review of the final version of the contracts. 

15. Big Rivers shall file a copy of the new depreciation study within 30 days of 

its completion and acceptance, and shall not implement any changes in depreciation rates 

recommended .in that study until the Commission has reviewed the study, 

1.6. Big Rivers shall not Write down the book value of any generating station 

without prior Commission approval. 

"1. Within 30 days of the date of this Order, Big RFers  shall file its tariffs, 

reflecting all revisions and modifications as described in this Order. 

18. Within 60 days of the transadion closing date, Big Rivers shall file a strategic 
c 

plan for maximizing arbitrage sales. 

19. Within 30 days ofthe date of this Order, Big Rivers shall file an interim sales 

pian, to be in effect until the strategic sales plan is implemented. 

20. Within six months of the date of this Order, and every six months thereafter, 

Big Rivers shall file a report of arbitrage sales and Other Sales, 
_-.* 

21. Big Rivers shall file a report, appended to its annual report, comparing its 

actual cash flows for the calendar year with the amounts included in the SUP-1 7 financial 

model filed in this proceeding. The report shall be based on lines 363 through 411 of 
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SUP-I 1, and include explanations for any deviations from the SUP-I 1 amounts in excess 

of I O  percent. 
-<* 

22. me reports required herein shall initially be submitted by Big Rivers subject 

to further modifications as deemed necessary by the Commission, to allow for the 

monitoring of Big Rivers' compliance with the  transaction and the findings of this Order. 

Nothing wntained herein shall be construed as a finding of value for any purpose 

or as a warranty on the part of the Commonwealth of Kentucky, or any agency thereof, as 

to the securities authorized herein. 

Done at Frankfort, Kentucky, this 30th day of April, 1998 

By the Commission 

m 

ATTEST: 

Executive Director 

I 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter oi: 

THE APPLICATION OF BIG RIVERS ) 
ELECTRIC CORPORATION FOR APPROVAL ) 
OF THE 1998 AMENDMENTS TO STATION ) 
TWO CONTRACTS BETWEEN BIG RIVERS ) CASE NO. 98-267 
ELECTRIC CORPORATlON AND THE CITY ) 
OF HENDERSON, KENTUCKY AND THE ) 
UTILlJY COMMISSION OF THE CITY OF ) 
HENDERSON ) 

---- O R D E R  

By Order dated April 30, 1996 in Case No. 97-204,’ the Commission approved 

new rates for Big Rivers Electric Corporation (“Big Rivers”), and approved in principle a 

25 year lease of its generating units to a subsidiary of LG&E Energy Corp. The 

Commission’s decision was based  on the transaction a s  reflected in the documents filed 

as of February 27, 1998. However, since many of the documents were revised after 

that dats, the Commission directed that the final drafts of all jurisdictronal docurnents be 

submitted in this ca se  for a determination of whether material changes have been made 

to the structure of the transaction. 

This case  was established on May 15. 1998 when B‘rg Rivers filed the 1998 - 
Amendments to Station ’Two Contracts which relate to its operation of the City of 

Henderson’s Station Two Generating Plant. Over t h e  next 45 days, Big Rivers filed the 

---I____ 

’ The Application of Big Rivers Electric Corporation, Louisville Gas and Electric 
Company, Western Kentucky Energy Corp., Western Kentucky Leasing Corp., and 
LG&E Station Two Inc. For Approval Of Wholasale Rate Adjustment for Big Rivers 
Electric Corporation and For Approval of Transaction. 
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final drafts of all transaction documents.  A procedural schedule was  entered providing 

all parties a n  opportunity to engage  in discovery and  a public hearing w a s  held on  July 

6 ,  1998. 

The  Commission notes at the outset that this is anything but a routine review of 

doctiments relating to a rate adjustment and  asset lease. Big Rivers is a debtor in 

possession under Chapter 11 of the  United States Bankruptcy Code. The  documents 

under  review are  essential and  critical components of Big Rivers' plan of reorganization 

as  approved by the  Bankruptcy Court on J u n e  1,  1998. All of the parties to C a s e  No 

97-204 were made  parties to this case. Most of them participated to s o m e  extent in this 

case. but n o  party objected to a n y  of the  documents under review herein. The absence 

of a n y  objection, however, does not diminish the Commission's obligation to ensure that 

there  have been  no material changes  in the transaction. This obligation takes on 

greater  importance here since the term of the lease is 25 years  and the power contracts 

have  terms that extend up to 25 years. 

Based on  a comprehensive analysis of the  final drafts of the transaction 

documents ,  the Commission finds that there have been  several  material changes made 

tc:, the structure of the lease transaction. The  most current economic analysis of the 

lease transaction, filed by Rig Rivers on July 7 ,  1998 and identified as PSC2-3RR, has 

b e e n  compared to the one identified a s  SUP-TI, which formed the basis for our 

conditional approval in Case No. 97-204. To the extent the transaction has undergone - 
a material change ,  it is discussed herein 
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, 

iransrnission Service for Smelter Loads 

The  documents on  file with the Commission as of February 27, 1998 provided a s  

follows with respect to the Smelters’ transmission service: 

1) Green River Electric Corporation (“Green River”) and Henderson Union 

Electric Cooperative Corp. (“Henderson Union”) would arrange for and 

r t s e r v e  transmission on Big Rivers’ transmission system for Tier 1 

Ensrgy, Tier 2 Energy, and Tier 3 Energy purchased from LG&E 

Energy Marketing Inc. (”LEM’I) for resale fo Southwire Company 

(“Southwire”) and Alcan Aluminum Carporation (“Alcan”).’ 

2) Transniission sewices were to be  provided at Big Rivers’ Open Access 

Transmission Tariff ( ” O A T )  rates.’ 

3) Green  River and Henderson Union were responsible for all 

transmission costs and were entitled to a transmission credit against 

the total payments owed l o  LEM. The credit equaled the amount the 

cooperative paid to Big Rivers for the transmission of Tier 1 Energy, 

Tier 2 Energy, Tier 3 Interruptible Energy, and Tier 3 Backup Energy.d 

4)  L E M  would pay to the RUS, on behalf of Big Rivers, a monthly smelter 

margin payment (“monthly margin payments”), which reflected the net 

’ See Case No. 97-204, Document filing of February 23, 7998, Volume I l l ,  Tabs 
15 and 16- at 8-12. T h e  reference is to the Amendments to the Wholesale Power 
Agreements between Big Rivers and Greon River and  Big Rivers and Henderson Union, 
Paragraphs 3 and  4. - .  

‘ See Case 140. 97-204, Docurnenfs filed February 27,  1998, the Agreements 
between Henderson Union and E M  and Green River and LEM, Schedule A, part g. 
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smelter margins originally included in Big Rivers’ financial model. T h e  

monthly margin payments would remain fixed regardless of the amount 

of power actually supplied by LEM to the Smelters and ths  payments 

specifically excluded any transmission service revenues5 

Big Rivers, the LG&E Parties, and the Smelters had strongly stressed t h e  significance 

of t h e  guaranteed monthly margin payments and the significant benefit this arrangement 

represented to Big Rivers6 The  Commission accepted this argument, noting in the April 

30, 1998 Order that the guarantee of the smelter margins was a n  improvement to the 

overall transaction, which the Commission approved in principle. 

The changes made to the transaction documents reviewed in Case No. 97-204 

include the following relating to fEinSmiSSion service for the Smelters’ load: 

1) LEM will arrange for and reserve transmission on Big Rivers’ 

transmission system for Tier 1 Energy, Tier 2 Energy, and  Tier 3 

Energy. LEM will continue to provide Green River and Henderson 

Union with the energy resold to the Smelters, with the types and 

amounts of transmission reserved by LEM for these sales being 

referred to as Member T r a n ~ m i s s i o n . ~  

.._ 
.I. I 

----- 
See Case No. -97-204, Supplemental Testimony of A. J. Robison. Stephen 

Schaefer ,  and Mark A Hite, at 4. 5, and 8. 

See C a s e  No. 97-204, Transcript of Evidence, Volume VI. March 18, 1998, at 
11-12, 15, and 48, Big Rivers Supplemental Initial Brief ai 14-16, LG&E Parties Initial’ 
Brift f  Addressing future Unforeseen Cost issue at 3; Alcan and Southwire 
Supplemental Brief on Uoforesesn Cost R2solution at 4-5. 

’ Document filing of May 29, 1998, V o b m e  11, Tab 8,  at 19-25. The  reference is 
io the Transmission Service and lnterconnection Agreement, Sections 6 5 1. and 6.5.2. 
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i 
2) LEM will continue to pay the monthly margin payments to the RUS on 

behalf of Big Rivers. However, t h e s e  payments have b e s n  revised to 

include the revenue for smelter transmission service, which w a s  

originally shown separately in the Big Rivers financial model.* 

3)  As long as the full monthly margin payments are made pursuant to the 

terms of the transaction agreements,  Big Rivers will d e e m  the full cost 

of the Member Transmission to have been paid at the then applicable 

OATT rate as part of the monthly margin payments. Consequently, 

LEN'S cumulative cost for Member Transmission charged by Big 

Rivers will never exceed the cumulative amount of the monthly margin 

p a y r n e n t ~ . ~  

The impact of these changes on Big Rivers is that if its OAT7 transmission rate 

increases,  it will no longer recover the full smelter margin payments and its cost of 

transmission service. The margin payments are now to b i  reduced by any increase in 

transmission rates above the levels agreed tn by the Smelters. 

Big Rivers contends that it had always borne the economic risk of future changes 

in transmission' costs as applied to the fixed wholesale power rates for service to the 

c Smelters for which the monthly margin payments are to be received, Big Rivers argues .-_ 

that  t h e  designation of a portion of the monthly margin payments as a transmission 

payment at O A T  rates in no way changes the economic positions of Big Rivers and the I 

- 
Response to the Commission's .June 12, 1998 Order, Hem 7 ,  page 37 of 81. 

' Document filing of May 29, 1998, Volume 11, Tab 8, at 22-23 
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LG&E Parties: but merely provides Big Rivers with the s a m e  economic risk regarding 

transmission which it has always had.'O 

The signifcant changes to the smelter transmission arrangements presented by 

Big Rivers and the LG&E Parties have aifected the Cornmission's evaluation of ule 

overall lease transaction The documents upon which the Commission based its April 

30, 199s approval in principle stated that smelter transmission service would be 

obtained at OAT7 rates. At that time, the monthly margin payments excluded 

transmission service revenues, making it impossible to adjust the payments for 

transmission cost changes.  The revisions proposed in this praceeding allow the smelter 

margins modeled by Big Rivers to be used to offset any shortfall in transmission 

revenues resulting from the actual OATT rates exceeding the transmission rates agreed 

to by the Smelters. In the event of such a shortfall in transmission revenue, the 

proposed revisions to the smelter transmission service will result in lower overall 

revenues to Big Rivers and expose its non-smelter customers to potential rate 

increases. 

Big Rivers contends that it has always borne this economic risk. and that the 

proposed revisions d o  not change the arrangement that was  part df the unforeseen cost 

resolution. The documents on file with the Commission as  of February 27, 1998 do not . -  

support this position. Based on those documents, Green River and Hendsrson Union 

had the initial risk of fluctuations in OATT rates for the smelter load transmission 

service; however, t h e  transmission credit appeared to shift this r isk to LEM 

revisions proposed in this proceeding now shift that risk back to Big Rivers. 

The 

.~ --- 
l o  Response to the Commission's June 12. 1998 Order, item 13(c), page 7 of IO. 
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Big Rivers has contended that it does not expect its transmission rates, as 

modeled in its financial model," to change during the terms of the Smelters' contracts. 

Big Rivers ciaims that it is just a s  likely that its transmission rates will decrease  as 

increase,  but has offered no analysis or study to support its claim. 

The Commission finds it likely, however, that for Big Rivers to improve its ability 

to make  arbitrage sales,  it may have to join an  Independent System Operator ("!so") to 

eliminate transmission rate pancaking. In the event the transmission rates established 

for t h e  IS0 a re  higher than  Big Rivers' OATT, under the proposed revision, Big Rivers is 

f aced  with a no win situation. I f  it does not join an ISO, its ability to make citical 

arbitrage sales covld b e  restricted. I f  it d o e s  join, it would incur additional costs for 

transmitting power to the Smelters, but would be unable to recover those costs from 

LEM or the Smelters. Big Rivers' inability to recover these costs would put pressure on 

its overall financial condition, and could eventually result in higher rates for its remaining 

customers.  

Having considered all of the factors discussed herein, Ihe Commission will 

accept the  designation of LEM, rather than Green River and Henderson Union, as the 

party responsible for arranging and reserving transmission service with Big Rivers, The 

- Commission also accepts the inclusion of the  transmission revenues from the  Smelters, -. 

as shown in Big Rivers' financial model, in t he  monthly rnargin payments However, the 

" The latest update of Big Rivers' financial model, identified as PSC2-38R; 
shows  transmission rates through*2006 at $.98/KW/month. In 2007, the rate for 
network transmission appears to inCrlaSe to 51 .OZ/KW/month while non-firm point-to- 
point transmission is priced at S1.04AWlrnonth. In the year immediately after the 
Smelter contracts are  scheduled to expire, all transmission is shown at  the 
S 1 I 04/KW/mon th ra Le. 
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Cornrnissjon finds unreasonable the provision that allows increases in t h e  OATt- rates 

charged  to LEM, except as modeled onginally by Big Rivers, to be  offset by the 

remaining portion of the monthly margin payment. That portion of the monthly margin 

payment  reflecting the modeled net smelter margins exclusive of transmission revenues 

should remain as described in the documents  on file with the Commission ar; of 

February 27, 1995. 

In determining an  equitable methodology for the recovery of unforeseen 

increases  in transmission costs d u e  to the  Smelters' load, the Commission will be 

guided by the  unforeseen cost resolution previously negotiated by ;he parties to the 

transaction. Under this approach, for any increase in Big Rivers' O A R  rate in excess  

of that included in its financial model, 50 percent of thi: excess will be charged to LEM 

as part of its transmission costs The  bundled rates charged by LEM to Green River 

a n d  Henderson Union will be  equally xijusted.  Consequently, the bundled rates 

charged  by Green  River and Henderson Union to Southwire and Alcan, respectively, will 

b e  adjusted to reflect the 50 percent of the increase in transmission costs. In the event 
I 

that Big Rivers' O A T  rate falls below the  transmission rate included in its financial 

model, the rates charged to LEM,  Green River8 Henderson Union, Southwire, and Alcan 

will not be  reduced. Any revenues in excess Of the O A 7 l  rates should be retained by - 

Big Rivers as a n  offset td the $1.85 million payment it makes each  year a s  its 50 

percent  contribution to resolve the Smelters' indemnification for future unforeseen costs. 

Aoreement  for Electric Service to Commonwealth Industoes. Inc. 
.~ 

O n e  of the  documents filed in-this proceeding was a draft of a new Agreement for 

Retail Electric Service ("Agreement") between Green River and Commonwealth 
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Industries, Inc.-("Commonwealth"). AS a preiirninay matter, the Commission notes that 

filing of this Agreement was not anticipated. There was no indication by any  party in 

Case  No 97-204 lhaf the agre tment  for service to Commonwealth would be subjsct to 

any additional negotiations or revisions. Apparently, one or both of the parties to the 

Agreement were dissatisfied with the Commission's April 30, 1998 Order in C a s e  No. 

97-204, and seized the opportunity presented by this instant ca se  to submit a rzvised 

contract for electric service. Although the Agreemmt is not within the intended scope  of 

this case ,  in the interest of administrative efficiency we will consider the merits of the 

Agreement. 

This Agreement, when compared to one  reviewed in Case  No. 97-204, contains 

several changes which tend to favor the interests of Commonwealth over those of 

Green River and its wholesale power supplier, Big Rivers. Ths most significant of these 

changes is the establishment of two prknary levels of power and billing for service to 

Commonwealth: (1) Peaking Power -. defined a s  power and associated energy taken at 

35.000 KW and above at a load factor of 10 percent or less, up to a maximum of 5.000 

KW; and (2) all other power ("non-peaking power") and associated energy, taken at 

35.000 KW and below. 

Under  its previous agreement ,  Commonwealth was required to take-or-pay for - 
th2 full S?O 75 demand charge applied to its contiact demand of 40,000 KW, regardless 

af its actual demand level. Under the proposed Agreement, Commonwealih's non- 

peaking demand will b e  capped at a maximum of 35,000 KW to which the $10.15 

demand charge will be applied. All energy taken up to the 35,000 KW level will be  billed 
" -  - 

at Big Rivers' wholesale energy rate plus a retail snergy adder af $.0003 per KWH. For 
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the Peaking Pbwer, all demand in excess Of 35,000 KW would incur no demand charge, 

but would be billed a "peaking energy charge of 50.075" per KWH plus the retail adder 

previously mentioned. 

Commonwealth contends that, compared to it5 previous agreement, this Peaking 

Power provision provides it with the proper financial incentive to manage its operation 

processes to eliminate the short term surges in power consumption that occur on its 

system from time to time. These surges  in consumption cause its billing demand to 

spike above its 35,000 KW contract demand." Commonwealth also argues that the 

pricing terms included in the proposed Agreement will produce a revenue level closer to 

the level envisioned in the Commission's April 30, 1998 Order in Case  No. 97-204. 

Commonwealth makes these assertions based on its historic demand and energy billing 

units for calendar years 1996-1997. 

Based on a review of the merits of the proposed Agreement, the Commission 

finds that it should be rejected. None of the proponents of the Agreement have  shown 

good cause  to justify granting Commonwealth terms or prices for electric service that 

are m'ore favorahle than those available to others within the same customer class,  i.e. 

non-.smelter industrial customers served from dedicated delivery points. A demand 

charge of 510.15 for each  KW in excess 35,000 KW will provide Commonwealth with a 

far greater financial incentive to avoid surges in consumption than will the proposed 

Peaking Power energy rate. 

- 

--- 
" 'I In Case No. 97-204, Big Rivers modeled a confinrious demand level of 35,000 

KW for Commonwealth throughout the 25-year planning horizon without recognizing 
any "needle peaks" or "spike demands" in excess of 35,000 KW. 
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Particuidrly unpersuasive are, Commonwealth's arguments regarding its annual 

electric bill as calculated under: 1) thg rates proposed by Big Rivers in Case No. 97- 

204: 2) the rates approved by t,he Commission in Case No. 97-204; and 3) the rates 

under this proposed Agreement. Commrhwealth's Exhibit 2, which is intended to be an 

analysis of its annual electric bill and t h e  corresponding level of revenues flowing to Big 

Rivers, is misleading. The  Commission did not design rates for only t h e  1996 

normalized test year, 2s implied in this exhibit. The billing units in Commonwealth's 

Exhibit 2 do not correspond to those included in the Big Rivers' financial model which 

the Commission utilized to develop rates fm Commonwealth and all other members  of 

its class for the entire 25-year term of the lease transaction. 

Commonwealth has calculated its annual electric bill to be higher than what it 

might have expected because  it utilized a demand level consistently higher than ths  

35,000 KW included in Big Rivers' model. Had Commonwealth utilized its expected 

demand level of 35,000 KW, it5 calcuiation of revenues would have been less by 

~487 ,200  per year.13 

Customers' elictric bills and the corresponding level of utility revenues are 

affected by both the rates and the customers' usage. It would be pure coincidence if 

Commonwealth or any other customer COnSlJmed power at levels identical to those  in 
-- 

t h e  normalized historic test year or the 25-year forecast. Commonwealth cannot 

reasoriably expect to receive Special treatment merely because  it now asser t s  that its 

consumption levels will differ from those incorporated into the Big Rivers' model. - 

l 3  (468,000 KW * $70.15) = 511,750,200 
less: (420,000 KW * 510.15) = 54,263,000 equals $487,200. 
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Capital Budsets 

On April 6, 1998, Big Rivers and t h e  LG8E Parties executed a document entitled 

“New Participation Agreement,” which replaced the original Participation Agreement and 

the Amended and Restated Participation Agreement Contemplated by the lease 

transaction. Phis NEW Participation Agreement reflected changes  in the transaction 

documents related to the resolution of the unforeseen cost issue,  as well as 

clarifications of the parties’ intent and the correction of erro~s. ‘~ On J u n e  I O ,  1998, Big 

Rivers and  the LG&E Parties filed a document entitled “Second Amendment to the New 

Participation Agreement” (“Second Amendment”). The Second Amendment reflected 

numerous clarifications and corrections to the majority of the lease transaction 

documents,  reflected the decisions announced in the Commission’s April 30, 1998 

Order, and resolved uncertainties related to environmental issues. In addition, the 

Second Amendment addressed and resolved differences of opinion between Big Rivers 

and the LG&E Parties concerning the appropriate composition of the annual capital 

budget.” 

. 

Subsequent  to filing the documents in February 1998 to resolve the unforeseen 

cost issue, Big Rivers and the  LG&E Parties discovered there  were significant 

differences between the amounts  each Party projected for the annual capital budgets for - 
Big Rivers’ generating plants. At that time, there was no upper limit on Big Rivers’ 

exposure for non-incremental capital costs, which were reflected in the annual capital 
I I ‘  

budget. Thus,  the annual capital budget levels represented a major a rea  of uncedainty 
. .  

’‘ Response  to the Commission’s June 12, 1998 Order. Item 7, page 5 of 81 

‘ 5  Id., pages  13 through 22 of B1. - 
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in Big Rivers' financial modeling. AS reflected in the Second Amendment, the LGBE 

Parties agreed to limit Big Rivers' exposure to unlimited increases in the annual capital 
(- 

budgets. Big Rivers had originally projected non-incremental capital costs to be $83.8 

million over the life of the lease transaction The  Second Amendment capped this total 

exposure a t  $147.7 million, a n  increase of $63.9 million over the transaction term.'5 

While the Commission c a n  appreciate Big Rivers' desire to limit its exposure to 

increases in the capital budgets, the impacts of incurring a n  additional $63.9 million in 

costs on Big Rivers' financial model should b e  considered. Big Rivers was  requested to 

provide a n  update of the SUP-I1 version of its financial model that reflected the lease 

transaction as described in the documents  filed in this case.  The ending cash balance 

at the end  of the lease term w a s  shown in SUP-I 1 as S 171.8 million." The updated 

financial model, PSC2-38R,7B showed that the ending cash balance at the end of the 

lease term w a s  $24.8 million.'' The  difference between the  SUP-11 and PSC2-38R 

versions of the  financial model reflected numerous revisions to the financial model. 

'' Response  to the Attorney General's First Information Request, Item 4, pages 2 
and  3 of 5. 

17 See Case  No 97-204, Supplemental Testimony of A. J. Robison, Stephen 
Schaefer ,  and  Mark A Hite, Supplemental Exhibit 11. Printout of File SUP1 1 .WK4, Year 

, a '  2022, Line 404. 

" Big Rivers had originally filed a n  updated financial model, PSC2-38, in its 
response to the Commission's June 23, I998 Order, Item 38. However, a t  the public 
hearing o n  July 6, 1998, Big Rivers indicated that it had discovered some errors in that 
filing and  submitted the revised financial model, PSC2-38R, as Big Rivers Cross- 
Examination Exhibit No. 2. 

- 

'' Big Rivers Cross-Examination Exhibit No. 2, File PSC2-38R.WK4, Year 2022, 
Line 326, 
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including the itdditionai 563.9 million in non-incremental capital costs provided by the 

terms of the Second Amendment. 

The Commission finds that the modifications to the annual capital budgets 

required by the Second Amendment a re  reasonable and should be approved. 

However, this and other modifications contained in Big Rivers’ financial model heighten 

concerns about Big Rivers’ financia) condition during the later years of the lease. In the 

April 30, 1998 Order, the Commission required Big Rivers to file a supplemental annual 

report comparing its actual c a s h  flows far the calendar year with the amounts included 

in the  SUP-I 1 financial model. The report w a s  to be based on lines 363 through 41 1 of 

SUP-11, and include explanations for any deviations from the SUP-I1 amounts in 

excess of 10 percent, The Commission will continue this requirement, but will substitute 

the  updated financial model PSC2-38R for SUP-1 1, with the report now based on lines 

285 through 333 of PSCZ-38R. In addition, to better monitor Big Rivers’ financial 

condition over the term of the lease transaction. Big Rivers will be required to submit 

with its annual report an updated version of its financial rnodeL2’ The updated financial 

model will cover the period beginning with the current annual report year and ending 

with the last year of the lease transaction. All changes in assumptions and vahables 

- fiorn one year to the next should be explained in detail. - 
Revolvina Credit Aqreemen! 

On J u n e  26, 1998, Big Rivers filed a COPY of a revolving credit agreement 

(“Credit Agreement”) it ha s  entered into with the National Rural Utilities Cooperative . .  

*’ One hard copy of the updated financial model and one  computer disc version 
should be  provided. 
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Finance Corporation (“CFC”). Under the terms of the Credit Agreement, CFC will 

provide Big Rivers a maximum aggregate principle amount outstanding of $15 million. 

For each 12-month period the Credit Agreement is in effect, Big Rivers will be required 

to reduce to zero all amounts outstanding for at least five consecutive business days, 

with the first reduction due within 360 days of the first advance. The term of the Credit 

Agreement is 5 years. Big Rivers believes that the CFC Credit Agreement does not 

require Commission approval 

The Commission’s jurisdiction to approve evidences of indebtedness is set forih 

in KRS 278.300. Specifically excluded from that jurisdiction under KRS 278.300(8) is 

the approval of notes payable at periods of not more than 2 years from the date issued 

and renewable for not more than a total of 6 years. The Commission finds that the 

terms of the CFC Credit Agreement fali within this exemption and, therefore, we agree 

with Big Rivers that no Commission approval is needed. 

Smelters’ Tier 3 Service Contracts 

The proposed power contracts between Green River, Henderson Union, and the 

Smelters contain specific provisions Concerning Contracts for 7” 3 service from third- 

party power suppliers, When seeking Commission approval to make a sale of Tier 3 

, power to the Smelters, Green River and Henderson Union are contractually obligated to 

request that such approval be effective 20 days from the date of notice.” However, 

KRS 278 180(1) requirr,sGa minimum.of 30 days notice prior to changing a rate, unless 

good cause is shown to shorten the notice period to 20 days. Green River and . . .  

-_ 
’’ See Agreement for Electric Service between AIcan and Henderson Union and 

Agreemen! for Electric SEtrvice between Southwire and Green River, Section 9.2. 
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Henderson Uiiion have indicated that t h e  parties would accept a revision to the power 

agreements  that reflects the 30-day statutory requirement.22 

The Commission finds that the power agreements between Green River, 

Henderson Union, and the Smelters should be revised to reflect the 30-day notice 

provision set forth in KRS 278.180(1). Including this notice in the power agreements  will 

not prevent any of thP parties to those agreements  from requesting a shorter notice 

period on a case-by-case basis when a Tier 3 service contract is filed. 

Promissory Note for LEM Advances 

Big Rivers has requested that the  Commission approve the promissory note 

associated with the LEM advances ,  noting that such approval was  omitted f r y n  the April 

30, I998  Order in Case  No. 97-204. While we believe that note to have been implicitly 

approved by that Order. the Commission now explicitly finds that the promissory note 

for the LEM advances is for a lawful object within Big Rivers' corporate purpose, is 

necsssary  and appropriate far the proper performance of its wholesale electric service 

to the public and will not impair its ability to perform that service, and is reasonably 

necessary and appropriate fur such  purpose. 

1998 Amendments to the Station Two Contracts 
.-. - Big Rivers has  requested that the Commission approve the  1998 Amendments to I 

the Station Two Contracts, which were $led with the Commission on May 15, 1998. The 

Commission finds that these  documents are reasonable and should be approved. 

'' Response to the Commission's June 23, 1998 Order, Item 20 
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Grsen River Wholesale Contract Amendment. Schedule 1 

On June 6, 1998, Big Rivers submitted a substitute Schedule 1 to its wholesale 

power agreement with Green River. The substitute Schedule 1 reflects the inclusion of 

the proposed new service agreement between Green River and Commonwealth. 

Based on the decision herein to  reject the new Commonwealth agreement, the 

Commission rejects the substitute Schedule 1 to the wholesale power agreement. 

Standby Bond Purchase Asreernents 

On June 24, 7998, Big Rivers filed Standby Bond Purchase Agreements 

("Standby Agreements") related to its 1983 and 1985 Pollution Control Bonds ("1983 

and 1985 Bonds") and Credit Suisse First Boston, the new provider of (etters of credit 

for those bonds. The Standby Agreements were required as part of the rating agencies' 

evaluation of the' 1983 and 1985 Bonds. Big Rivers requested that the Commission 

permit the late filing of the Standby Agreements in this case. 

As the Standby Agreements are an integral part of the overall financial 

restructuring of Big Rivers' obligations. the Commission will permit the late filing and 

hereby approves the Standby Agreements as part of all other financial agreements 

presented in this proceeding. 

Confidentiality Petition f o r M k e t i n o  Plan 

As part of its April 30, 1998 Order in Case No. 97-204, the Commission required 

Big Rivers to file an interim sales plan which would address how Big Rivers planned to 

pursue arbitrage sales opportunities until ths lease transaction closed. On May 29, 

1998. Big Rivers filed its Interim Sales Plan and a petition for confidential treatment of 

that document. On June 18, 1998, Alcan and Southwire responded to the petition, 
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requesting a modification to the petition that would permit all parties to Case No. 97-204 

w h o  have executed appropriate confidentiality agreements ta obtain capios of the 

Interim Sales  Plan, On  J u n e  23, 1998, Big Rivers filed its reply to the Smelters' 

response,  expressing its opposition to the request. At fhs  July 6, 1998 public hearing, 

Big Rivers requested that the Commission include a ruling on the petition for 

confidential treatment in its Order in this proceeding. 

The  Commission finds that it is not appropriate to rule a n  Big Rivers' petition for 

confidentiality o r  the Smelters' request for access in this proceeding. The  interim Sales : 

Plan was filed in C a s e  No 97-204, and the petition and request will be  adjudicated in 

thai  case. In addition, the Cornmissiori finds no  reason to modify its normal procedures 

for the  processing of requests for confidentiality. 

Distribution CooDerative Tariff 

Green River and Henderson Union have  submitted proposed Smelter tariffs to 

the Commission for approval. The proposed tariffs incorporate both the agreemenis  for 

electric service between the cooperatives a n d  the respective Smelters and Scheclule A 

of those a_areements. which details the terms and rates for Smelter service. Alcan and 

Southwirz have  notified thz  Commission of their opposition to incorporating the 

agreements  for electric service into the tariffs, contending that the proposed tariffs only 

need  to incorporate Schedule  A. At the July 6, 1998 hearing the Smelters identified this 

- .- 

disagreement  as  a n  issue for the Commission to address  in this Order. 

The  Commission finds that there has been no evidence offered by the Smelters 

t o  justify the exclusion of the agreements for electric service from the smelter tariffs as 

filed with the Commission. Consequently, the Commission will nof require Green River 

. "  
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or Henderson Union to remove the l a n g u a g e  incorporating the agreements  for electric 

service from the proposed tariffs, 

Jurisdiction over  OATT 

On July 1, 1998, Big Rivers, Alcan,  Green River, Henderson Union, and 

Southwire filed a joint motion requesting tha t  the Commission assert jurisdiction Over 

Big Rivers' O A T  to the extent that t h e  Federal Energy Regulatory Commission 

("FERC") d o e s  not assert jurisdiction over t h e  OATT. T h e  July 1, 1998 motion notes 

that Big Rivers' status a s  a generation and  transmission cooperative, combined with the 

limited jurisdiction of FERC over such entities, creates a "regulatory gap" in jurisdiction 

over many provisions of the O A T .  The parties to the July 1, 1998 motion request that 

t h e  Cornmission f i l l  this regulatory g a p  by asserting jurisdiction, subject to five specific 

limitations enumerated in the motion. 

Big Rivers w a s  formed pursuant to t h e  requirements of KRS Chapter  279. K R S  

279.210 provides that every corporation formed under that chapter shall be subject to 

the  general  supervision of the Commission a n d  shall be subject to all the provisions of 

KRS 278 010 to 275450 inclusive, and K R S  278.990. Therefore, to the extent that 

FERC h a s  not asser ted  jiirisdiction over Big Rivers' OAPT, the Commission will do so, 

in accordance  with KRS Chapters 275 and 279. However, the Commission will assert 
- 

t h i s  jurisdiction without the specific limitations referenced in the July 1, 1998 motion, as 

t h e  applicants have  not demonstrated why the  expression of such limitations are 

necessa ry  or reasonable.  
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Fuel Adiustrnmt Clause Cases 

Big Rivers has requested that, concurrent with our decision in this case, all 

pending fuel adjustment clause (“FAC”) cases be dismissed. Motions to dismiss are 

currently pending in‘each of those FAC cases. While the FAC cases have not been 

consolidated with the instant case, t h e  Commission recognizes their importance to the 

closing of Big Rivers’ lease transaction. Therefore, Orders will be issued in the near 

future holding in abeyance those FAC cases that have been remanded to the 

Commission and that are not directly affected by the Franklin Circuit Court Order of 

June 29, 1998 in Civil Action No. 94-CI-01184. Those cases will be closed once 

Franklin Circuit Court recalls and vacates its Judgment of October 20, 1995 in that 

action. As to those cases that are directly affected by the Franklin Circuit Court Order of 

June 29, 1998, we find that the motions to dismiss are moot and Orders to that effect 

will be issued by the Commission in t h e  near future. As to all remaining FAC cases, the 

Cornmission intends to issue Orders in t h e  near future closing those cases  without the 

need for  further action by Big Rivers. 

S U M M A R Y  A N D  CONCLUSION 

As announced in the April 30, 1998 Order in Case No. 97-204, t h e  purpose of 

this proceeding w2s to review the  final drafts of all jurisdictional documents to determine 
- 

whether any material changes had been made to the lease transaction. A s  discussed in 

t h i s  Order, material changes have been made in the areas of smelter transmission 

service and Big Rivers’ funding obligations to the annual capital budgets. 

While we have denied the prbposed methodology for the recovery of unforeseen 

increases in transmission costs due to the Smelters’ load, we believe that the apprnved 
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methodology represents a fair and reasonable solution. While we have accepted the 

modifications to the annual capital budgcts, these changes will be costly to Big Rivers 

Over the next 25 years Consequently, Big Rivers' long-term financial survival is not a 

certainty but. rather, is a goal that will have to be achieved by management. Critical to 

meeting this goal will be the successful marketing of power off-system. A greater 

degree of Commission monitoring will also be necessary and, thus, we have established 

additional financial reporting requirements far Big Rivers. The Commission remains 

optimistic that with continued hard work and dedication by Big Rivers, its Financial 

viability will be assured and it will prosper hand-in-hand with the economy of Western 

Kentucky. 

IT IS THEREFORE ORDERED that: 

1. Based on the final drafts of all documents filed in this proceeding, Big 

Rivers' proposed lease transaction with the LG&E Parties is approved, subject to the 

modifications contained in this Order 

2.  The proposed methodology for the recovery of unforeseen changes in 

transmission costs due to the Smelters' load is denied 

3 A 50/50 sharing methodology for the recovery of unforeseen changes in 

transmission costs due to the Smelters' load, as discussed in this Order, is approved. 

4 The propnsed revision to Schedule 1 of the Green River Wholesale Power 

Contract with Big Rivsrs  and the 

Cornrnnnweatth are denied. 

5. Ordering Paragraph 

proposed new agreement between Green River and 

No. 21 of the April 30, 1998 Order in Case No. 97- 

204 is modified to the extent that the PSC2-38R financial model, lines 285 through 333, 

-21- 
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shall replace the reference to the SUP-11 financial model. lines 363 through 41 I .  In 

addition, Big Rivers shall annually file an  updated version of its financial model with its 

annual report to the  Commission, covering t h e  period beginning with the current annual 

report year and ending with the last year of the lease transaction. All changes  in 

assumptions and variable frorn o n e  year to the next shall b e  explained in detail. 

6. All evidences of indebtedness required to b e  issued by Big Rivers in 

conjunction with the transaction documents a re  approved, including the LEM 

Promissory Note and the  Standby Agreements. "The CFC Credit Agreement is exempt 

from Commission approval. 

7. The  Smel tw Tier 3 Service Contracts are modified to provide the 

Commission with 30 days notice of effectiveness, in accordance with K R S  278 180(1) 

8. 

9. 

The 1998 Amendments  to the Station Two Contracts a re  approved. 

The  Smelters' objection lo  the form of the Green River and Henderson 

Union Smelter Tariffs is overruled. 

10. Big Rivers' OATT filed in this proceeding is hereby approved and the 

O A T  shall be subject to the  jurisdiction of this Commission to the  extent that FERC has  

not asserted jurisdiction and  preempted this Commission. 

I 1, Within 30 days of the date of this Order, Big Rivers shall file its tariffs, 

reflecting all revisions and modifications as described in this Order. 

12 Ordering Paragraph Nos. 13, 15, 16, 18, 20, and 22 of the April 30, 1998 

Order in Case  No. 97-204 shall remain in full force and effect as if separately ordered 

herein. 
I 
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Nothing contained herein shall be construed as a finding of value for any purpose 

or a s  a warranty on the  part of the Commonwealth of Kentucky, or any agency  thereof, 

as  to the  securities authorized herein. 

Done at Frankfort, Kentucky, this 1 4 t h  day of July,  1998. 

- ATTEST: 

t I 

By the Commission 
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BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
ENEML ADJUSTMENT IN U T E S  

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

Item 183) Provide documents which show calculation of the monthly 

NIRSM credits per the tarif5 showing source datu for each element of 

the calculation, for January 201 1 to date. 

Response) Please see the attached PUBLIC CD containing schedules that 

show the calculation of the monthly MRSM credits from January 2011 

through January 20 13. The attached schedules also show the calculation 

of the monthly Unwind Surcredit amounts as requested in AG 1-184. 

Witness) Billie J .  Richert 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 2 8 ,  2 0 1 3  

1 

2 

3 

4 

I tem 184) Provide documents which show calculation of the monthly 

Unwind Surcredit amounts per the tarifJ showing source data for 

each element of the calculation, for January 201 1 to date. 

5 Response) Please see Response to AG 1-183. 

6 

7 Witness) Billie J .  Richert 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 1 4 ,  2013 

February 2 8 , 2 0 1 3  

1 I tem 185) Please provide documents which show Big Rivers’ current 

2 debt service costs by debt issuance or obligation on an annual basis 
3 through 201 8, including principal payments, interest payments, 

4 amortizations and other costs of debt. 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

a. Provide a reconciliation of any differences between these 

current debt service costs, and the debt service costs 

depicted and included in the Financial Model provided in 
response to PSC 1-57. 

Response) Please see attachment 1 of 2 for detail of Big Rivers’ current 

debt service costs by debt obligation on an  annual basis for the years 2013 - 
20 18, including principal payments, interest payments, interest expense, 

and amort.ization of other costs of debt. 

a. Please see attachment 2 of 2 for a reconciliation of the 

differences between these current debt service costs and the 

debt service costs depicted and included in the Financial Model 

provided in response to PSC 1-57. 

Witness) Billie J. Richert 

Case No. 2012-00535 
Response to AG 1-185 

Witness: Billie J. Richert 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 
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3 

4 
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10 

11 

12 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENE 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28,2013 

I tem 186) PZease refer to “Big Rivers Budget 2013 - 2016” provided 

in response to PSC 1-57. Provide 2012 financia2 and operating 

information at the equivaZent ZeueZ of detail, in ezectronic spreadsheet 

format. 

Response)  See the accompanying spreadsheet containing Big Rivers’ 20 12 

Balance Sheet and Statement of Operations, which provides 20 12 financial 

and operating information at the equivalent level of detail. This is being 

provided with a petition for confidential treatment on the CONFIDENTIAL 

CDs accompanying these responses. 

Witness) DeAnna M. Speed 

Case No. 2012-00535 
Response to A@ 1-186 

Witness: DeAnna M. Speed 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 
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7 

8 
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10 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 2 8 ,  2013 

I tem 187) Provide the ccUser’s Manual” or equivalent documentation 

for the Financial Model which shows and describes inputs, input 

sources, steps and operations of the model, etc. 

Response) The Big Rivers financial model is an in-house developed 

spreadsheet model. A s  such, it has no “User’s Manual”. Descriptions of the 

model, its various inputs, and calculations are presented in the direct 

testimony of Travis A. Siewert. 

Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1- 187 

Witness: Travis A. Siewert 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPOMTION 
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1 2  

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
JUSTMIENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 ,  2013 

Item 188) Please refer to the “Electric Rev” tab of the Big Rivers 

Budget 201 3-201 6. Please provide the calculations and supporting 

workpapers for the monthly amounts contained in the Revenue 

Adjustment Rates at rows 18-21 and 33-36 for 2013. 

Response) Amounts contained in the Revenue Adjustment Rates at rows 

18-21 and 33-36 of the “Electric Rev” tab in the Big Rivers Budget 2013- 

2016 file are calculated in the Financial Model and used in the Budget 

2013-2016 file. The Financial Model was provided in electronic format with 

formulas intact in the response to PSC 1-57. 

Witness) DeAnna M. Speed 

Case No. 2012-00535 
Response to AG 1-188 

Witness: DeAnna M. Speed 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENE JUSTMENT I TE 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14 ,  2013 

February 28,2013 

Item 189) Provide a run of the Financial Model which uses actual 

financial and operating results for 2012 as inputs. 

Response) Big Rivers objects to this request on the grounds that i t  is overly 

broad and unduly burdensome. Big Rivers also objects to this request on 

the grounds that Big Rivers has previously provided all information and 

documents necessary for the intervenor to determine the response without 

further input. Notwithstanding these objections, but without waiving them, 

Big Rivers states that actual financial and operating information for 2012 is 

provided in electronic format in the Response to AG 1- 186. 

Witness )  Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-189 

Witness: Travis A. Siewert 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN ES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14, 2013 

February 2 8 ,  2013 

Item 190) Please provide the complete spreadsheet labeled PEGIN 

CONFIDENTIAL] BREC Budget 201 3-201 6 (con.dential).xlsx referenced 

in the formula used in cells N120:A8134 in the “PCW’ tab, and 

multiple cells in the range of 025:AP195 in the “Q&M” tab, of the 

spreadsheet labeled PSC 1 - 57 -Financial Forecast (2013-2016) Filed 
- C0NFIDENTLAL.xlsx provided in reply to PSC 1- 57 discovery. Please 

explain any differences between this spreadsheet and the spreadsheet 

labeled PSC 1 - 57 - Big Rivers Budget 2013-2016 - 
CQNFIDENTIAL.xlsx [E=ND CONFIDENTIAL] provided in response to PSC 

1 - 57 discovery. 

Response)  The spreadsheet labeled “BREC Budget 20 13-20 16 

(Confidential).xlsx” referenced in formulas in the “PCM” tab and in the 

“O&M” tab of the spreadsheet labeled “PSC 1-57 - Financial Forecast (2013- 

2016) Filed - CONFIDENTIAL.xlsx” is the same as the spreadsheet labeled 

“PSC 1 - 5 7  - Big Rivers Budget 2013-2016 - CONFIDENTIAL.xlsx”, which 

was provided on the confidential CD accompanying the Response to PSC 1- 

57. 

Witness) Travis A. Siewert 

Case No. 2012-00535 
Response to AG 1-190 

Witness: Travis A. Siewert 
Page 1 of 1 
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22 

23 

BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 2 8 ,  2013 

Item 191) 

7.3.1. 

a. 

b. 

C. 

Response) 

a .  

b.  

c. 

Reference the Smelter Retail Electric Service Agreements, § 

Confirm that under this section, when a smelter gives 

notice of termination of its power supply agreement, the 
smelter is obligated to actually close its facilities and will 

no longer be in operation. 

Confirm that both smelters’ notice of termination falls 

under this section. 

Con.rm that both smelters will completely cease 

operations in Kentucky. I f  not, why not? 

The language of the contract speaks for itself. 

Both the Century and Alcan notices to terminate their 

respective retail electric service agreements were given under 

that Section 7.3.1. 

Section 7.3.1 requires that a smelter provide the representation 

and warranty of a designated company official with the notice of 

termination stating that the company has made a business 

judgment in good faith to terminate and cease all aluminum 

smelting at the smelter location, and has no current intention of 
Case No. 2012-00535 

Response to AG 1-191 
Witness: Robert W. Berry 

Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 2 8 ,  2013 

recommencing smelting operations at the location. This 

representation and warranty has been provided by each 

smelter. A s  a result, the existing retail service agreements of 

the smelters are terminated effective on A u g u s t  20, 2013, for 

Century, and on ,January 31, 2014, for Alcan. A s  of those 

dates, there will be no contract or tariff in place under which 

Kenergy can legally continue to provide service to a smelter 

beyond the contract. termination date, unless prior to the 

termination date a contract is negotiated, signed, and approved 

by all entities from whom approval is required. Any information 

on the plans of a smelter beyond the information provided in 

this response should be sought from the smelter. 

Witness) Robert W. Berry 

Case No. 2012-00535 

Witness: Robert W. Berry 
Page 2 of 2 

IResp~~~se to AG 1-191 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 ,  2013 

February 2 8 ,  2013 

I tem 192) Reference Big Rivers’ responses to KIUC 2-1 in Case No, 
2012-00492, pp. 2 and 8 / 167. Confirm that Big Rivers is currently in 

negotiations with Century for a new agreement with Big Rivers and 

Kenergy. 

a. Clarify as to whether Big Rivers and Century have already 

agreed to enter into a new agreement and merely work out 

the details, or whether it remains uncertain that the two 

parties can reach any new agreement. 

b. Clarify the nature of Big Rivers’ / Kenergy’s role in any 
such new agreement. Will it be to supply power as it 
currently does, on an all-requirements basis, or will Big 

Rivers assist Century in obtaining market power via 

deregulated sales? Please provide as many details as 
possible. 

c. Describe the status of any similar negotiations Big Rivers 

is having with Alcan. 

Response)  Big Rivers objects to providing the details of ongoing 

negotiations that are commercially protected by confidentiality agreements. 

Big Rivers also objects to this request on the grounds that it seeks 

information that is protected by the attorney-client and attorney work 

Case No. 2012-00535 

Witness: Robert W. Berry 
Page 1 of 2 

ReSpOnSe tQ .AG 1-192 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14 ,  2 0 1 3  

February 28, 2013 

product privileges. 

them, please see the response to PSC 2-1 and the following statements. 

Notwithstanding these objections, but without waiving 

a. Big Rivers and Kenergy have been in discussions with Century 

since September of 2012 about whether an agreement can be 

reached by which Century will remain open beyond the 

termination date of its existing retail service agreement and 

obtain electricity for its operations from the wholesale power 

market. The parties do not have an agreement as of the date of 

this response. 

b. I t  is public knowledge that, pursuant to the agreements being 

negotiated, the future power supply for Century would come 

from the wholesale market, and Century would purchase 

transmission services from Big Rivers. Kenergy would be the 

retail electric supplier. 

c. No similar negotiations among Big Rivers, Kenergy and Alcan 

have commenced as of this date. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-192 

Witness: Robert W. Berry 
Page 2 of 2 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 28,2013 

Item 193) Reference Big Rivers’ responses to K;TuC 2-1 in Case No. 
201 2-00492, p. 7/167. 

a. Confirm that Fitch’s downgrade of Big Rivers’ 2010A 

bonds indicates: “The [smelter] contracts further provide 
for termination on one years’ notice without penalties 

subject to certain conditions i n c l u d w  the termination 

and cessation sf all aluminum smelting operations at the 

relevant .facilities. ” [emphasis added] 

Response) The statement above, taken from Fitch Ratings’ press release 

dated February 5, 2013 regarding the downgrade of Big Rivers Electric 

Corporation’s 20 1 0 A  Pollution Control Refunding Revenue Bonds, is 

confirmed. The underlined portion of the quot.ation was not emphasized in 

the original Fitch Ratings’ press release. 

Witness) Billie J. Richert 

Case No. 2012-00535 
Response to AG 1-193 

Witness: Billie J. Richert 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN ES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 28, 2013 

I tem 194) Reference Big Rivers’ 

2012-00492, pp. 26-27/167. 

a. 

b. 

C. 

d. 

Confirm that Alcank 

which it gives notice 

response to KIUC 2-1 in Case No. 

letter dated January 31, 2013 in 

of termination of its retail electric 

service agreement (“Alcan Notice’?, states as follows: Y am 
advised that, notwithstanding the notice of . . . [Century] 

on August 20, 2012 to terminate its Retail Electric Service 

Agreement, dated July 1, 2009, Big Rivers and Kenergy 

have entered into negotiations with Cen tury  to waive the 

obligations of Section 7.3.1 of the Agreement and to 

otherwise assist Century to access market power in order 

to keep Century’s . . . smelter open beyond August 20, 

201 3.” 
Will Big Rivers confirm that its negotiations with Century 

and/or Alcan include waiver of Smelter Retail Electric 

Service Agreement 97.3.l? I f  not, why not? If so, cite to 

any and all authority received from the Kentucky Public 

Service Commission authorizing any such waiver. 

Will Big Rivers provide the same offer to Alcan that it 
apparently is providing to Century? 

Please explain the reference in the Alcan Notice, p.  2, to 

Big Rivers’ proposal to 9-estmcture the rate formula and 
Case No. 2012-00535 

Response to A@ 1-194 
Witness: Robert W. Berry 

Page 1 of 3 
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APPLICATION OF BIG RIVERS ELECTRIC CORPOFUTION 
FOR A GENERAL ADJUSTMENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14,2013 

February 28, 2013 

other basic terms and conditions.’’ Please provide a 

detailed summary of the proposed changes, and whether 

any working agreements have been reached. 

e. Will any different or new restructure of the rate formula 

or other basic terms and conditions be different than those 

considered by the PSC in the Unwind case approval? If  yes, 

please explain in detail. 

Response)  Big Rivers objects to providing the details of ongoing 

negotiations that are commercially protected by confidentiality agreements. 

Big Rivers also objects to this request on the grounds that it seeks 

information that is protected by the attorney-client and attorney work 

product privileges. Notwithstanding these objections, but without waiving 

them, please see the response to PSC 2-1 and the following statements. 

a. The quotation is correct. 

b. Please see the objections above. Any agreements between or 

among Big Rivers, Kenergy, Century, and/or Alcan will be 

submitted to the Commission for approval. 

c. Please see the objections above. Please also see the response to 

AG 1-192. 

d. Alcan is a party to this case, and Big Rivers does not speak for 

Alcan. Please also see the response to AG 1-192(c). 

Case No. 2012-00535 
Response to AG 1-194 

Witness: Robert W. Berry 
Page 2 of 3 



BIG RIVERS ELECTRIC CORPOIWTION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
DJUSTMEMT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request for Information 

Dated February 14 ,  2013 

February 2 8 ,  2013 

1 e. Please see the objections above. The smelter retail service 

2 

3 

agreement approved by the Commission in the Unwind case will 

be terminated. Please also see the response to AG 1- 192. 

4 

5 Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-194 

Witness:  Robert W. Berry 
Page 3 of 3 





BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 28, 2013 

I tem 195) If Big Rivers confirms that it is at least attempting to re- 

negotiate fundamental terms and premises of the Smelter 

Agreements, does Big Rivers believes i t  is appropriate to continue to  

pursue its attempt to pass stranded costs on to remaining 

ratepayers ? 

Response) Please see the responses to AG 1-22 and AG 1-192. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-195 

Witness: Robert W. Berry 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
L ADJUSTMENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14 ,  2013 

February 2 8 ,  2013 

Item 196) Reference the article at the hyperlink below, from the 

“Courier Press News,” dated Feb. 1, 201 3. 

(http ://m. cou rierp ress. co m/ne ws/Z 0 1 3/f e b/O 1 /rio-tinto-a lcan- 

aluminum-smelter-gives-1 2-month-no/ ). Confirm that Kenergy 

President and CEO Greg Starheim is quoted in this article as saying 

that . . [the smelters7 senior executives [are] saying they’re going to 

shut the plant. . . . That termination notice is a legally binding 

document. ’’ 

a. Confirm that in that same article, Big Rivers’ President 

and CEO Mark Bailey is quoted as saying, “They’re saying 

their current plan is to cease operations in 12 months, 
and they have no current plans to restart.” If the smelters 

plan to continue operations, describe in complete detail 
how the smelters will obtain a power supply. Describe the 

role Big Rivers and Kenergy would play in obtaining that 

power. 

Response)  Please see the response to AG 1-192. 

Witness) Robert W. Berry 

Case No. 2012-00535 
Response to AG 1-196 

Witness: Robert W. Berry 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F GE k UST ES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 28,2013 

I tem 197) If either Century or Alcan, or both, fail to comply with the 

term of their respective agreements requiring them to cease 

operations at their respective plants upon termination of their 

agreements, does Big Rivers believe it has an effective remedy? If so, 
would it pursue any remedy, including but not limited to recovery of 

the stranded costs the smelters appear willing for other ratepayers to 

Pay? 

Response)  Big Rivers objects to this information request on the ground 

that it calls for legal conclusions and strategies that are protected by one or 

both of the attorney- client privilege and attorney work product rule. 

Notwithstanding that objection, but without waiving it, Big Rivers states as 

follows. 

Please see the response to AG 1-22. Century and Alcan have given 

notice terminating their respective retail service agreements under which 

they purchase the electric power required for their respective smelting 

operations. If there is no new agreement for power supply in place by the 

termination date of a smelter contract, the power supply for the respective 

facility will cease. 

Witness) Robert W. Berry 

Case No. 2 0 1 2 - 0 0 5 3 5  
Response to AG 1-197 

Witness: Robert W. Berry 
Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
F TES 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

I t e m  198) If one or both smelters continue operations in the 

Commonwealth of Kentucky and obtain power from the unregulated 

market, what, if any, amendments would Big Rivers seek to its 

application in this matter? If so, please describe in detail. 

Response)  Big Rivers objects to this request on the grounds that it calls for 

legal conclusions and strategies that are protected by the attorney-client 

privilege and work product doctrine. Notwithstanding that objection, but 

without waiving it, Big Rivers states as follows. 

The smelters have terminated their agreements and, accordingly, Big 

Rivers cannot determine whether an amendment to Big Rivers’ application 

in this matter will be sought. 

Witness) Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
JUSTMENT IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 1 4 , 2 0 1 3  

February 2 8 ,  2013 

I tem 199) Reference the Richert testimony at p. 38, regarding the 

Rural Economic Reserve. Please confirm that Big Rivers’ Financial 

Model indicates this fund will be exhausted by 2017. Please also 

confirm this estimate assumes Alcan remains on the system. Please 

re-calculate the date the fund will become fully dissipated based on 

Alcan’s departure in January 2014. 

Response) Please see the response to PSC 2-14(ln) for projected depletion 

dates related to the Economic Reserve and the Rural Economic Reserve 

funds. This projection assumes that Alcan remains on the system. Please 

also see the response to PSC 2- 1 .  

Witness) Billie J. Richert 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
IN 

CASE NO. 2012-00535 

Response to the Office of the Attorney General’s 
Initial Request  for Information 

Dated February 14 ,  2013 

February 28, 2013 

Item 200) Reference the Berry testimony at p. 5. Given that the U.S. 
Army Corps of Engineers repair work to Wolf Creek dam is being 

completed ahead of schedule, has Big Rivers performed any analyses 
or studies regarding: (a) when the Southeastern Power Administration 

(SEPA)’s provision of 178 IMW of power to Big Rivers will be restored; 

and (b) i f  so, whether that could change Big Rivers’ order of economic 

dispatch? If your response to either (a) and/or (b) above is “yes,” 

please provide copies of any and all such analyses/studies, and any 

and all other documents associated therewith. 

Response)  Press reports have indicated that repair work a t  Wolf Creek dam 

is being completed ahead of schedule. However, the Army Corps of 

Engineers has indicated that official approval for raising the Wolf Creek 

reservoir has not been received. A meeting between SEPA customers, SEPA, 

and the Army Corps of Engineers is scheduled for April. After that meeting, 

Big Rivers expects to receive additional information regarding a return to 

normal operations. In all forecasts and models, including those provided in 

this rate case, Big Rivers continues to assume that a return to normal 

operations and the ability to schedule the full 178 MW of SEPA will occur in 

January 20 15. 

Witness) Robert W. Berry 
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