
May 14,2013 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission of Kentucky 
P.O. Box 615 
211 Sower Boulevard 
Frankfort, KY 40601-0615 

201 Thicl Siieel 
PO Box24 
Hendeison, ICY 4241 9-0024 

www higiiveis cot71 
270-827-256 1 

PUBLIC SERVICE 
COMMISSION 

RE: 
Corporation for Approval to Issue Evidence of Indebtedness 
Case No. 2013-00125 

In the Mat ter  of:  Application of Big Rivers Electric 

Dear Mr. Derouen: 

By separate cover on May 14, 2013, Big Rivers Electric Corporation (“Big Rivers”) 
filed its responses to the Kentucky Industrial XJtility Customers’ Initial Request for 
Information dated May 2, 2013, in the abovementioned matter. Big Rivers has 
discovered that the cover pages for those responses incorrectly styled the case as a 
Big Rivers General Rate Case, but the case number was correct. 

Enclosed herewith are an original and ten (10) copies of the corrected cover pages 
with the correct case style and associated case number. 

Should you have any questions about this, please contact me as shown below. 

Sincesly yours, # 

I 

R o g g  D. Hickrnan 
Regulatory Affairs Manager 

E-Mail: roger.hickman@bigrivers.com 
Phone: 270-844-6182 
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Id M. Sullivan 

Jesse T Mountjoy 

Frank Stainback 

James M. Miller 

Michael A Fiorella 

Allen W Holbroolc 

R Michael Sullivan 

Bryan R Reynolds" 

TysonA Kamuf 

Marlc W. Srarnes 

C Ellswonh Mountjoy 

S U L L I V A N ,  M O T J N T J O Y ,  S T A I N B A C K  61. M I L L E R  P S C  

ATTORNEYS AT LAW 

MAY 14 2013 

May 13, 2013 

Via Federal Express 
*Also Licensed in Indiana 

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

RE: In the Matter of: The Application of Big Rivers Electric 
Corporation for Approval to Issue Evidences o f  Indebtedness 
PSC Case No. 2013-00125 

Dear Mr. Derouen: 

Enclosed are a n  original and ten copies of (i) Big Rivers Electric 
Corporation's ("Big Rivers") Response to Kentucky Industrial Utility 
Customers, Inc.'s First Set of Data Requests to Big Rivers and (ii) a 
Petition for Confidential Treatment. 1 certify tha t  on this date copies of 
the response, petition for confidential treatment and this letter were 
served on each of the persons on the attached service list by first class 
mail, postage prepaid. 

Sincerely yours, 
l- 

n 

James M. Miller 

Enclosures 
Telephone (270) 926-4000 
Telecopier (270) 683-6694 cc: Billie Richert 

Service List 
3. Ann Building 

PO Box 727 

O\,t.nrboro, Kentucky 
42302-0727 

wnv westkylatv corn 



Service List 
PSC Case No. 2013-00125 

Michael L. Kurtz, Esq. 
Kurt J. Boehm, Esq. 
ROEHM, KURTZ & LOWRY 
36 E. Seventh Street, Suite 1510 
Cincinnati, Ohio 45202 

Jennifer B. Hans 
Lawrence W. Cook 
Dennis G. Howard, I1 
Assistant Attorneys General 
1024 Capital Center Dr. 
Suite 200 
Frankfort, I.N 40601 



BIG RIVERS ELECTRIC C RATION 

F BIG RIVERS ELECTRIC C 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

VERIFICATION 

I, Billie J. Richert, verify, state, and affirm that 1 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 KENTUCLN ) 
COUNTY OF HENDERSON ) 

TJBSCRIBED AND SWORN TO before me by Billie J. Richert on this 
day of May, 2013. 

Notary Public, Ky. State at Large 
My Commission Expires 1-12-17 



E LECTRl C C O  RPO RAT1 0 N 

Your Touchstone Energy" Cooperative 

PUBLIC SERVICE 
COMMISSION 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

APPLICATION OF BIG RIVERS ) 
ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE 

) Case No. 2013-00125 
) 

EVIDENCE OF INDEBTEDNESS ) 

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

dated May 2,2013 

FILED: May 14,2013 



PUBL.IC SERVICE 
COMMISSION 

EL E CTRI C C O  RPO RAT1 0 N 

Your Touchstone Energy@ Cooperative 
sp-- 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

APPLICATION OF RIG RIVERS ) 
ELECTRIC CORPORATION FOR A ) Case No. 2013-00125 
GENERAL ADJUSTMENT IN RATES ) 

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

dated May 2,2013 

FILED: May 14,2013 
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APPLICATION OF IG RIVERS ELECTRIC, CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 1) Provide a copy of all correspondence and documents exchanged 

between BREC and CFC regarding the transactions described in the 

Application. 

Response) 

Big Rivers objects to this request on the grounds that  it is overly broad and 

unduly burdensome. Big Rivers also objects t o  this request on the grounds that it 

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

admissible evidence. Notwithstanding these objections, but without waiving 

them, Big Rivers states as follows. Please see attached copies of all 

correspondence and documents exchanged between BREC and CFC regarding the 

transactions described in the Application. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-1 

Witness: Billie J. Richert 
Page 1 of 1 



From: Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> 
I .  Thursday, May 09,2013 6:48 AM 

Billie Richert 
Lb. Thomas Hall 
Subject: RE: Big Rivers/ AR Revolving Line of Credit 
Attachments: Big Rivers Proposed Language LOC.docx 

Billie, 

Attached is the language you proposed for the amended line of credit of credit with comments from CFC. Please let me 
know if this works for you. 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Ph.: (703) 467-2741 
F* '703) 467-5653 

1 Case No. 2013-00126 
Attachment for Response to KIUC-1-1 
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Sorry if I missed your call this afternoon. I had back-to-back calls/meetings most of the day. 

-----Original Message----- 
From: Thomas Ha I I  [ma il to :Thomas. H a I I  @ n r ucfc. co o p] 
Sent: Tuesday, May 07,2013 9:OO PM 
To: Billie Richert 
Cc: Dan Lyzinslti (Dan.Lyzinski@nrucfc.coop) 
Subject: RE: Big Rivers/ AR Revolving Line of Credit 

Billie, 

We will reach out tomorrow. I am tied up al l  morning so will likely be in the afternoon. Sorry for the delay. 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

I. '? Richert <Billie.Richert@bigrivers.com> 
I 



I "Dan Lyzinski (Dan.Lyzinski@nrucfc.coop)" <Dan.Lyzinski@nrucfc.coop>, Thomas Hall <Thamas.Hall@nrucfc.coop> 
I 

I05/07/2013 07:36 PM 
I 

I RE: Big Rivers/ AR Revolving Line of Credit 
I 

Dan/Tom, 
Good evening. Could we touch base early tomorrow morning OF some time mid-afternoon on the topic below and the 
status of CFC's review of the ECP agreement? 

Thank you. 

Billie 

From: Billie Richert 
C 
TL.  Jan Lyzinski (Dan.Lyzinski@nrucfc.coap); Thomas Hall 
Subject: FW: Big Rivers/ AR Revolving Line of Credit 

Monday, April 29,2013 10:59 AM 

3 
Case No. 2013-00126 

Attachment for Response to KIUC-1-1 
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Dan/Tom, 
Please see attached requested/suggested wording for the Line of Credit/Revolver. 

From: Gottlieb, F. Susan [mailto:fgottlieb@orrick.com] 
Sent: Monday, April 29,2013 10:32 AM 
To: Billie Richert; Jim Miller 
Cc: Lyon, Carl F.; Boyne, Victoria; Gottlieb, F. Susan 
Subject: FW: Big Rivers/ AR Revolving Line of Credit 

Attached is the revised version of Section 6.01 Wl(iii) that reflects both Jim's and Carl's camments from yesterday. 

Susan 

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax 
advice contained in this communication, unless expressly stated otherwise, was not intended or written to be used, and 
cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or ( i i )  promoting, 
marketing or recommending to another party any tax-related matter(s) addressed herein. 

___________________----------------------------_--------_-- _______________-------------------------------------------- 

_______________----_----------------------------------_---- _______________----------------------------------__-------- 
NOTICE TO RECIPIENT: THIS E-MAIL IS MEANT FOR ONLY THE INTENDED RECIPIENT OF THE TRANSMISSION, AND MAY BE 
A COMMUNICATION PRIVILEGED BY LAW. IF YOU RECEIVED THIS E- MAIL IN ERROR, ANY REVIEW, USE, DISSEMINATION, 
DISTRIBUTION, OR COPYING OF THIS E-MAIL 1s STNCTLY PROHIBITED. PLEASE NOTIFY US IMMEDIATELY OF THE ERROR 
BY RETURN E-MAIL AND PLEASE DELETE THIS MESSAGE FROM YOUR SYSTEM. 
THANK YOU IN ADVANCE FOR YOUR COOPERATION. 
F r  Tore information about Orrick, please visit http://www.orrick.com/ 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

....................................................... - ____________------------------------------------------- 

7 

This may contain information that is  confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

4 
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(iii) One or more of the Borrower's wholesale power contracts with its distribution 
cooperative members which, individually or in the aggregate, represent more than 10% of 
Borrowers' total gross revenue shall for any reason be terminated prior to the expiration 
of their term, other than (a) Borrower's existing wholesale power contracts with Kenergy Corp. 
relating to Century Aluminum Company ("Century") and Rio Tinto Alcan ("Alcan"), 
respectively, but only with respect to the voluntary termination rights of such parties under such 
wholesale power contracts (Le., if a termination of either of such wholesale power contracts 
occurs for any other reason, then any such termination shall be considered for purposes of this 
Section 6.Ol.M(iii), provided, that if either Century or Alcan purports to exercise the voluntary 
termination provisions under their respective contracts and Borrower contests the validity of such 
exercise, such purported voluntary termination shall not be considered for purposes of this 
Section G.OlM(iii) so long as Century and/or Alcan, as the case may be, continue to perform as 
required under their respective contracts through the actual date of termination associated with 
the purported exercise of such voluntary termination provisions) or (b) any of Borrower's 
wholesale power contracts with Kenergy Corp. relating to service to an aluminum smelter 
currently operated by either Century or Alcan entered into following the termination of the 
existing wholesale power contracts referred to in clause (a) herein, but subject to the same terms 
and provisions set forth in clause (a) above. 

Case No. 2013-00126 
Attachment for Response to KIUC-1-1 
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From: Thomas Hall cThomas.Hall@nrucfc.coop> 

cc: 
Subject: Re: CFC Conference Call 

Tuesday, April 30,2013 8:41 AM 
Billie Richert 
Billie Richert; Dan Lyzinski (Dan.Lyzinski@nrucfc.coop) 

Billie, 

Dan and I will plan to call you. Let us know which number is best. Thanks again for your flexibility. 

CFC: Created and Owned by America's Electric Cooperative Network 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

I CFC Conference Call 
I 
I 

I 
I 
I 
I 

I 
I 
I 
I 
1 Chair: 
I Billie.Richert@bigrivers.com 
I' ?By: 

I Wed 05/01/2013 3:30 PM - 4:30 PM 

I Thomas Hall 

Billie Richert cBillie.Richert@bigrivers.cam> 
I 
I 

I 
I 

I 
I 
I 
I 

I 
I 
I 
I 

I 

I 

I 
I 

I 

I 

I 

I 

1 
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I Location: 
I Henderson 
1 

I 
I 

I 

>- I 
I I  ’- I 

This entry has an alarm. The alarm will go off before the entry 
starts. 

Dan Lyzinslti/CFC, Thomas Hall/CFC 

This entry was created in a different time zone. The time 
in that time zone is: Wed 05/01/2013 2:30 PM CDT3:30 PM CDT 

Time zones: 

2 
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‘ s t  me know if you want to call me or I can call you. If this time 
,esn’t let me know. 

Thanks. 

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

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to  such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

3 
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Billie Richert 
1: Thomas Hall <Thomas.Hall@nrucfc.coop> 

Monday, April 29,2013 6:29 PM 
lo: Billie Richert 
cc: Dan Lyzinski 
Subject: Re: FYI 

If you have some time on Wed, that would be great. 

Sent from my iPad 

On Apr 29,2013, at 7:15 PM, "Billie Richert" 
<Billie.Richert@ bigrivers.com> wrote: 

> Tom/Dan, 
> Mark is on vacation the rest of the week beginning Wednesday. Do you 
want to speak with me and I can then follow-up on any outstanding items? 
Or we can schedule something for early next week. 

> Thank you. 

> Billie 

> -----Original Message----- 
: v: Thomas Hall [mailto:Thomas.i-iall@nrucfc.coop] 
> --,It: Monday, April 29, 2013 2:31 PM 
> To: Billie Richert 
> Cc: Dan Lyzinski 
> Subject: RE: FYI 

> Billie, 

> Our apologies, but tomorrow is proving difficult. 

> Wednesday is wide open. Is there any time a t  all on Wednesday that 
>would 
work for both you and Mark? 

> Thanks. 

> 

> 

> 

> 

> 

> 

> 

> 

> -  
> CFC: Created and Owned by America's Electric Cooperative Network 

> Thomas Hall 
> Regional Vice President 

> 
> 20101 Cooperative Way 
> Dulles, VA 20166 
> Office: 703-467-2746 

> 

> 
mal Rural Utilities Cooperative Finance Corporation 

Case No. 2013-00126 
Attachment for Response to ICIIJC-1-1 
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> Cell: 703-483-1398 
> Fax: 703-467-5653 

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

> IThomas Hall <Thomas.Hall@nrucfc.coop>, Dan Lyzinski 
cDan.Lyzinski@nrucfc.coop> 
I 
> 

I >-------------------------------------------------------------------------------------------------------------------------------------------------- 

> IRE: FYI 
I 
> 

> 
> 
> 

2 
Case No. 2013-00126 

Attachment for Response to KIUC-1-1 
Page 10 of 88 



> 
> 
> qow about 2:OO CDT tomorrow - April 30th? 

> -----Original Message----- 
> From: Thomas Hall [mailto:Thamas.Hall@nrucfc.coop] 
> Sent: Monday, April 29,2013 9:22 AM 
> To: Billie Richert; Dan Lyzinski 
> Subject: Re: FYI 

> Unfortunately we are in a meeting. What does tomorrow look like. 

> CFC: Created and Owned by America's Electric Cooperative Network 

>Thomas Hall 
> Regional Vice President 

> National Rural Utilities Cooperative Finance Corporation 
> 20701 Cooperative Way 
> Duties, VA 20166 
> Office: 703-467-2746 
> Cell: 703-483-1398 
> Fax: 703-467-5653 

> 

> ____________________----------------------- 

> 

> 

> 
> 
> -- Original Message ----- 
: m: Billie Richert [Billie.Richert@bigrivers.com] 
> Sent: 04/29/2013 09:03 AM EST 
> To: Dan Lyzinski 
> Cc: Thomas Hall 
> Subject: RE: FYI 
> 
> 
> 
> Mark is available now if you are. We have a staff meeting this 
> afternoon 
which will last until 4:OO. 

> -----Original Message----- 
> From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
> Sent: Monday, April 29,2013 8:47 AM 
> To: Billie Richert 
> Cc: Thomas Hall 
> Subject: Re: FYI 

> Billie, 

> 

> 

> 
Would you be available sometime this afternoon for a conference call 

> '  
d i ~ ~  the details of the agreement? 

> Thanks, 
> 

3 
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> 
> 

> 
> I “Dan Lyzinski (Dan.Lyzinski@nrucfc.coop)” 
> <Dan.Lyzinski@nrucfc.coop>, 
Thomas Hall <Thomas.Hall@nrucfc.coop> 
> I  
> 
> 

4 
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> 
> 104/29/2013 09:17 AM 
> I  
> 
> 

> 
> 
> 
> 
> 
> 
> 
> 
> Billie Richert, CPA, CITP 
> VP Accounting, Rates and CFO 
> Big Rivers Electric Corporation 
> 201 Third Street 
> Henderson, KY 42420 

> Corporate: (270) 827-2561 
> Office Direct: (270) 844-6198 
> Mobile: (270) 577-6221 

> 

> 
> 
> The information contained in this transmission is intended only for 
> t b  

pt 
Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by 
persons or entities other than the intended recipient is not allowed. If you receive this message and the information 
contained therein by error, please contact the sender and delete the material from your/any storage medium, 

, or entity to which it is directly addressed or copied. It may contain material of confidential and/or private nature. 

Case No. 2013-oo126 
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> 
> 
> I__-.- 

e information contained in this transmission is intended only for 
> me 
person or entity to which it is directly addressed or copied. It may contain material of confidential and/or private nature. 
Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by 
persons or entities other than the intended recipient is not allowed. If you receive this message and the information 
contained therein by error, please contact the sender and delete the material from your/any storage medium. 
> [attachment "#753605812~3-.USA_ - Century Press Release.docx" deleted 
> by 
Dan Lyzinslti/CFC] 
> 
> 
> 
> This may contain information that is confidential or privileged. If 
> you 
are not the addressee indicated in this message (or responsible for delivery of this message to such person), you should 
not copy or deliver this message to anyone or make any other use of the information set forth herein. In such case, you 
should destroy this message and notify the sender by telephone or e-mail. 

> This may contain information that is confidential or privileged. If 
> you 
are not the addressee indicated in this message (or responsible for delivery of this message to such person), you should 
not copy or deliver this message to anyone or make any other use of the information set forth herein. In such case, you 
sb-add destroy this message and notify the sender by telephone or e-mail. 

> 

. 
> 
> 
>This may contain information that is confidential or privileged. If 
> you 
are not the addressee indicated in this message (or responsible for delivery of this message to such person), you should 
not copy or deliver this message to anyone or make any other use of the information set forth herein. In such case, you 
should destroy this message and notify the sender by telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

6 
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Billie Richert 
1: Thomas Hall <Thomas.Hall@nrucfc.coop> 

Monday, April 29,2013 231 PM 
-I v:  Billie Richert 
cc: Dan Lyzinski 
Subject: RE: FYI 

Our apologies, but tomorrow is proving difficult. 

Wednesday is wide open. Is there any time a t  al l  on Wednesday that would work for both you and Mark? 

Thanks. 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
C 703-483-1398 
F., . 703-467-5653 



How about 2:OO CDT tomorrow -April 30th? 

-----0 rig ina I Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Monday, April 29,2013 9:22 AM 
To: Billie Richert; Dan Lyzinski 
Subject: Re: FYI 

Unfortunately we are in a meeting. What does tomorrow loolc like. 

CFC: Created and Owned by America’s Electric Cooperative Network 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
( 703-483-1398 
Fax: 703-467-5653 

----- Original Message ----- 
From: Billie Richert [Billie.Richert@bigrivers.com] 
Sent: 04/29/2013 09:03 AM EST 
To: Dan Lyzinski 
Cc: Thomas Hall 
Subject: RE: FYI 

Mark is available now if you are. We have a staff meeting this afternoon which will last until 4:OO. 

-----0 rigi na I Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
Sent: Monday, April 29,2013 8:47 AM 
To: Billie Richert 
Cc: Thomas Hall 
Subject: Re: FYI 

wouid you be available sometime this afternoon for a conference call to discuss the details of the agreement? 

2 
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Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

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

I "Dan Lyzinski (Dan.Lyzinski@nrucfc.caop)" <Dan.Lyzinslti@nrucfc.coop>, Thomas Hall <Thornas.Hall@nrucfc.coop> 
I 

104/29/2013 09:17 AM 
I 

1 -  ----------- > 
I Subject: I 

3 
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/I 
I 

Billie Richer?, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, I(Y 42420 

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

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

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
[attachment "#753605812~3-USA- - Century Press Release.docx" deleted by Dan Lyzinslti/CFC] 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

rh 3~ contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
pesponsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
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any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

5 

Case No. 2013-00126 
Attachment for Response to KIUC-1-1 

Page 19 of 88 



From: Billie Richert 
C. 

buoject: 
Attachments: 

Monday, April 29, 2013 1059 AM 
Dan Lyzinski (Dan.Lyzinski@nrucfc.coop); Thomas Hall 
FW: Big Rivers/ AR Revolving Line of Credit 
ARRevolvingLineofCredit - ARLineofCredit(OrrickComments).pdf; Doc1 .docx 

Dan/Tam, 
Please see attached requested/suggested wording for the Line of Credit/Revolver. 

Thank you. 

From: Gottlieb, F. Susan [mailto:fgottlieb@orrick.corn] 
Sent: Monday, April 29, 2013 10:32 AM 
To: Billie Richert; Jim Miller 
Cc: Lyon, Carl F.; Boyne, Victoria; Gottlieb, F. Susan 
Subjeclt: FW: Big Rivers/ AR Revolving Line of Credit 

Attached is the revised version of Section 6.01 M(iii) that reflects both Jim's and Carl's comments from 
yesterday" 

Susan 

IRS Circular 230 disclosure: To ensure compliance with requirements 
imposed by the IRS, we inform you that any tax advice contained in this 
communication, unless expressly stated otherwise, was not intended or 
v "+en to be used, and cannot be used, for the purpose of(i) avoiding 
t, 
marketing or recommending to another party any tax-related matter(s) 
addressed herein. 

.elated penalties under the Internal Revenue Code or (ii) promoting, 

--- __. --- ~- - - 
NOTICE TO RECIPIENT: THIS E-MAIL IS MEANT FOR ONLY 
THE INTENDED RECIPE" OF THE TRANSMISSION, AND 
MAY BE A COMMUI\TICATION PRIVILEGED BY LAW. IF YOU 

DISSEMINATION, DISTRIBUTION, OR COPYING OF THIS 
RECEIVED THIS E- MAIL IN ERROR, ANY RE;VKW, USE, 

E-MAIL IS STRICTLY PROHIBITED. PLEASE NOTIFY US 
I W D I A T E L Y  OF THE ERROR BY RETURN E-MAIL AND 
PLEASE DELETE THIS MESSAGE FROM YOUR SYSTEM. 
THANK YOU IN ADVANCE FOR YOUR COOPERATION. 
For more information about Orrick, please visit http://www.orrick.corn/ 

---- -- 
-A___-____ 

-------- __________--- ---__.- 
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(iii) One or more of the Borrower's wholesale power contracts with its distribution 
cooperative members which, individually or in the aggregate, represent more than 10% of 
Borrowers' total gross revenue shall for any reason be terminatedqiar to tlgsx-phath 
dJhsirAem, other t h a n _ =  Borrower's existing wholesale power contracts with Kenergy 
Corp. relating to Century Aluminum Company ("Century") and Ria Tinto Alcan ("Alcan"), 
respectively, but only with respect to the voluntary termination rights of such parties under such 
wholesale power contracts (ie., if a termination of either of such wholesale power contracts 
occurs for any other reason, then any such termination shall be considered for purposes of this 
Section 6.01 .M(iii), provided, that if either Century or Alcan purports to exercise the voluntary 
termination provisions under their respective contracts and Borrower contests the validity of such 
exercise, such purported voluntary termination shall not be considered for purposes of this 
Section 6.01M(iii) so long as Century and/or Aican, as the case may be, continue to perform as 
required under their respective contracts through the actual date of termination associated with 

mnm- 
xholesaleqower d E l G B A U m - C - W p  - ~ ~ ~ ~ ~ ~ j . ~ ~ ~ ~ ~ ~ ~ ~ r n ~ ~ -  
-@rated hv e i t h r X - e n t u m ~ ~  ilaxing-the_teunhatisxuLthc 

I2 .cuGdJ-- .  

the purported exercise of such voluntary termination provisions) or (b-) anv 
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Billie Richert 

1: 

To: 
Subject: 

Thomas Hall <Thomas.Hall@nrucfc.coop> 
Monday, April 29,201 3 9:22 AM 
Billie Richert; Dan Lyzinski 
Re: FYI 

Unfortunately we are in a meeting. What does tomorrow look like. 

CFC: Created and Owned by America’s Electric Cooperative Network 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

----- Original Message ----- 
From: Billie Richert [Billie.Richert@bigrivers.com] 
Sent: 04/29/2013 09:03 AM EST 
TP Dan Lyzinski 
( iomas Hall 
Subject: RE: FYI 

Mark is available now if you are. We have a staff meeting this afternoon which will last until 4:OO. 

-----Original Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
Sent: Monday, April 29,2013 8:47 AM 
To: Billie Richert 
Cc: Thomas Hall 
Subject: Re: FYI 

B il I ie, 

Would you be available sometime this afternoon for a conference call to discuss the details of the agreement? 

Thanks, 

CF “reated and Owned by America’s Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 

1 
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20701 Cooperative Way 
Dulles, VA 20166 
Ph.: (703) 467-2741 

’: (703) 467-5653 

Billie Richert, CPA, CITP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

der and delete the material from your/any storage medium. 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
[attachment "#753605812~3-USA- - Century Press Release.docx" deleted by Dan Lyzinski/CFC] 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), yoti should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you shauld destroy this message and notify the sender by 
telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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From: 

cc: 
Subject: 

Thomas Hall <Thomas.Hall@nrucfc.coop> 
Monday, April 29, 2013 8 5 1  AM 
Dan Lyzinski 
Billie Richert 
Re: FYI 

Any time other than 4 Eastern. Thanks. I wonder if Mark would be available? 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 



Billie, 

Would you be available sometime this afternoon for a conference call to discuss the details of the agreement? 

Than Is, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

2 

Case No. 2013-00126 
Attachment for Response to ICIUC-1-1 

Page 27 of 88 



Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

T' -2formation Contained in this transmission is intended only for the person or entity to which it is directly addressed 
0, .,pied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
[attachment "W753605812~3-USA- - Century Press Release.docx" deleted by Dan Lyzinski/CFC] 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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~ .. 
To: 
cc: 
Subject: 

Dan Lyzlnski cDan.Lyzinski@nrucfc.coop> 
Monday, April 29,2013 8:47 AM 
Billie Richert 
Thomas Hall 
Re: FYI 

Eillie, 

Would you be available sometime this afternoan far a canference call to discuss the details of the agreement? 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Carporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

I FYI I 



Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

- -  
7 
or Lopied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
[attachment "#753605812~3_USA- - Century Press Release.docx" deleted by Dan Lyzinski/CFC] 

iformation contained in this transmission is intended only for the person or entity to which it is directly addressed 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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1: Thomas Hall <Thomas.tlall@nrucfc.coop> 
Thursday, March 14,2013 8:05 AM 

To: Billie Richert 
cc: Dan Lyzinski (Dan.Lyzinski@nrucfc.coop); Lawrence Saunders (lawrence.saunders@nrucfc"coop); Ralph Ashworth; Adam 

Lichtenstein 
Subject: Re: Request for conference call Monday 1:00 CST - March 18th 

Billie, 

Dan, Adam, and I will make ourselves available. Could you circle a calendar invite? Thx. 

Sent from my iPad 

On Mar 13,2013, a t  7:19 PM, "Billie Richert" <Billie.Richet-t@bigrivers.com> wrote: 

All, 

Are you available for a call with Carl and Jim regarding a few items on the amended Revolver? Should 
not take more than 30 minutes. 

Thank you. 

Billie 

Bifie %chert c P ~ ,  cWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

---1-- 

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

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

This may contain information that is confidential or privileged. If you are not the addressee indicated in t h i s  
message (or responsible for delivery of this message to such person), you should not copy or deliver this 
r 3ge to anyone or make any other use of the information set forth 
hL .A. In such case, you should destroy this message and notify the sender by telephone or e-mail. 
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5illie Richert 

< c - .  

To: 
cc: 
Subject: 

Billie Richert 
Wednesday, March 13, 2013 639 PM 
Dan Lyzinski (Dan.Lyzinski@nrucfc.coop); Thomas Hall; Lawrence Saunders (lawrence.saunders@nrucfc.coop) 
Ralph Ashworth 
Request for conference call Monday 1:00 CST - March 18th 

All, 

Are you available for a call with Carl and Jim regarding a few items on the amended Revolver? Should not take more 
than 30 minutes. 

Thank you. 

Billie 

%&e %die& cPYI, C97P 
VP Accounting, Rates and CFQ 
Big Riwers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

cc: 
Subject: 
Attachments: 

Monday, March 1 1,2013 10:46 AM 
Billie Richert 
Adam Lichtenstein; Thomas Hall; Dan Lyzinski 
Re: Confirmation of our agreement to Term Sheet for the CFC Revolver 
Big Rivers - Summary of Terms A&R LOC 030413.DOC 

Billie, we a t  CFC are delighted that we were able to  work together with Big Rivers in structuring a LOC that would 
support i t s  liquidity needs in the future. Thank you and your team for making yourselves available to address our 
questions and providing the necessary information needed by CFC in a timely manner. 

CFC: Created and Owned by America's Electric Cooperative Network 

Lawrence Sa (I nde rs 
Vice President, Portfolio Management, G&T 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2756 or toll-free 800-424-2954 
Fax: 703-467-5653 

I From: I 

I Dan Lyzinski/CFC I 

I >-------------------------------------------------------------------------------------------------------------------------------------------------- 

1 
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Billie, 

CFC confirms that it has reached an agreement with Big Rivers on the Terms and Conditions as stated in the Term Sheet, 
CFC expects ta have a draft credit agreement to you within the next day or two. 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

N. 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 

nal Rural Utilities Cooperative Finance Corporation 

Ph.: (703) 467-2741 
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Gentlemen: 

By sending this email I am canfirming on behalf of Big Rivers that the two parties have reached agreement on the Terms 
and Conditians for the CFC Revolver. 

C 
c ,ermSheet 
(attached) for our auditors, KPMG? I've copied the KPMG partner on this 
email for you to respond to. 

m e  of you please confirm that Big Rivers and CFC have reached agreement an the Terms and Conditions as stated in 

Thank you, 

Billie 

Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

The information contained in this transmission is intended only far the person or entity to which it is directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
rf 
senuer and delete the material from your/any storage medium. 

:nt is not allowed. If you receive this message and the information contained therein by error, please contact the 
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The information contained in this transmission is intended only for the person or entity to which it is  directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 

!r use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
(See attached file: Big Rivers - Summary of Terms A&R LOC 030413.DOC) This may contain information that is 
confidential or privileged. If you are not the addressee indicated in this message (or responsible for delivery of this 
message to such person), you should not copy or deliver this message to anyone or make any other use of the 
information set forth herein. In such case, you should destroy this message and notify the sender by telephone ore- 
mail. 
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-- 
March LZq 2013 

A NT 

BORROWER: 

LENDER: 

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

National Rural Utilities Cooperative Finance 
Corporation (“CFC”) 

EXISTING AGREEME”: Revolving Line of Credit Agreement dated as of July 
16,2009 between Big Rivers and CFC (the 
“Agreement”) 

CLOSING OF AMENDMENT OF 
AGREEMENT 

March 3 1,201 3 or, if earlier, as soon as practicable 
following the effective date of approval of the 
amended agreement by the Kentucky Public Service 
Commission (“KPSC”) 

PROPOSED AMENDMENTS: Section 1.01 shall be amended to include a new 
definition as follows: ” “Available Cash“ shall 
mean Borrower’s liquid funds on hand at any 
time, including, without limitation, cash and cash 
equivalents, that are (i) not subject to any Lien, 
and (ii) readily available for use for any 
pupose. I’ 

Section 3.07 shall be amended to read as 
follows: 

Section 3.87 Default Rate. 

A. Payment Default. If Borrower defaults 
on its obligation to make a payment due 
hereunder by the applicable date 
payment is due, and such default 
continues for thirty (30) days thereafter, 
then beginning on the hrty-first (3 1”) 
day after the payment is due and for SO 
long as such default continues, 
Advances shall bear interest at the 
Default Rate. 

CFC DOC 
KY062-H-5102 (LICHTEA) 
176421-5 
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CFC DOC 
KY062-H-5102 (LICHTEA) 
176421-5 

ayment Defaults. Upon the 
occurrence of an Event of Default, 
other than a payment default as set forth 
in Section 3.07.A above, the interest 
rate on all Advances shall be the 
Default Rate until such Event of 
Default is cured. The effective date of 
the Default Rate imposed or eliminated 
pursuant to this Section 3.07.B shall be 
the first (1st) day of the month 
following the occurrence of the Event 
of Default or the cure thereof, as 
applicable. 

C. No Multiples of Default Rate 
Notwithstanding anything to the 
contrary contained in this Section 3.07, 
in the event that more than one Event of 
Default shall exist at any time, the 
aggregate interest rate applicable on all 
Advances pursuant to this Section 3.07' 
shall be the Default Rate. 

e Section 3.09 shall be amended to include the 
following paragraph to appear as the fmal 
paragraph of such Section: 

"Further, notwithstanding anything to the 
contrary contained in this Section 3.09 or 
elsewhere in this Agreement, in the event that 
Borrower's Available Cash at any time exceeds 
Thirty-Five Million and No/l 00 Dollars 
($35,000,000.00) (such excess Available Cash 
being referred to hereinafter as, "Excess Cash"), 
the Borrower shall immediately apply such 
Excess Cash to repayment of any outstanding 
principal balance hereunder, together with any 
accrued interest thereon. In the event that 
Borrower has a credit agreement with a lender 
other than CFC having substantially similar 
terms and conditions as contained in this 
Agreement, Borrower shall immediately apply 
any such Excess Cash to repayment of any 
principal balance outstanding hereunder and 
under such other lender's credit agreement, 
together with any interest accrued thereon, on a 
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pro-rata basis.“ 

CFC DOC 
KY062-H-5102 (LICHTEA) 
176421 -5 

Section 4.01F shall be amended to read as 
follows: 

“Indenture: Supplemental Indenture; UCC 
Filings. The Indenture and the Supplemental 
Indenture shall have been duly filed, recorded or 
indexed in all jurisdictions necessary to provide 
the Trustee thereunder a perfected lien, subject to 
Permitted Exceptions, on all of the Trust Estate, 
all in accordance with applicable law, and the 
Borrower shall have paid all applicable taxes, 
recording and filing fees and caused satisfactory 
evidence thereof to be furnished to CFC. 
Uniform Commercial Code financing statements 
(and any continuation statements and other 
amendments thereto that CFC shall require) shall 
have been duly filed, recorded or indexed in. all 
jurisdictions necessary (and in any other 
jurisdiction that CFC shall have reasonably 
requested) to provide the Trustee a perfected 
security interest, subject to Permitted 
Exceptions; in the Trust Estate which may be 
perfected by the filing of a fmancing statement, 
all in accordance with applicable law, and the 
Borrower shall have paid all applicable taxes, 
recording and filing fees and caused satisfactory 
evidence thereof to be furnished to CFC.” 

e Section 4.02 shall be amended to add a new 
clause D as follows: 

D. Minimum Available Cash Balance Prior to 
Each Advance. Borrower shall certify in 
writing that its Available Cash balance at time of 
Advance is less than Thirty-Five Million and 
No/l00 Dollars ($35,000,000.00). 

8 Clause (iii) of Section 6.0 1M of the Agreement 
shall be amended to read as follows: 

“(iii) One or more of the Borrower’s wholesale 
power contracts with its distribution cooperative 
members (other than wholesale power contracts 
between the Borrower and Kenergy Corp. 
relating to Century Aluminum Company and Rio 
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CFC DOC 
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176421 -5 

Tinto Alcan, respectively) which, individually or 
in the aggregate, represent more than 10% of 
Borrowers’ total gross revenue shall for any 
reason be terminated.’’ 

This proposed amendment, together with all 
other amendments included under this caption 
entitled “PROPOSED AMENDh/IENTS,” shall 
be referred to herein as the “hendments.” 

In consideration for the amendment to clause (iii) 
of Section 6.0 1 M of the Agreement, Big Rivers 
shall deliver a secured promissory note (the 
“Note”) to CFC in an amount not to exceed the 
CFC Commitment (as defined in the 
Agreement). The Note will be secured on parity 
with all other outstanding obligations under the 
Big Rivers’ Indenture (as defined in the 
Agreement), will bear interest at the CFC Line of 
Credit Rate (as defined in the Agreement) 
payable in accordance with the provisions of the 
Agreement, and will have a maturity date of July 
16,2017. The Note shall be subject to optional 
and mandatory prepayment as set forth in the 
Agreement. 

8 Section 5.01G of the Agreement will read as 
follows: 

“G. Financial Ratios. The Borrower agrees 
that it will operate and manage its business to 
comply with Section 13.14 of the Indenture [for 
purposes of this covenant, the Margins for 
Interest Ratio definition (and related definitions) 
in or relating to such Section 13.14 appearing in 
the Indenture on 2/15/13 shall be adopted and 
incorporated into the Agreement]. In addition, 
the Borrower will maintain, in accordance with 
GAAP, a minimum Members’ Equities’ 
Balance (“MEB”) at each fiscal quarter-end and 
as of the last day of each fiscal year, as 
specified below during the following calendar 
year periods: 

Period Ending (and 
the Fiscal Quarters 
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December 3 1,20 13 

December 3 1 , 20 14 

December 3 1 , 20 15 

December 3 1,20 16 

$325,000,000 plus 
75% of the positive net 
margins for the 
Borrower’s fiscal year 
ending 2012. 
$325,000,000 plus 
75% of the cumulative 
positive net margins 
between the 
Borrower’s fiscal year 
ending 20 12 and 20 13. 
$325,000,000 plus 
75% of the cumulative 
positive net margins 
between the 
Borrower’s fiscal year 
ending 2012 and 2014. 
$325,000,000 plus 
75% of the cumulative 
positive net margins 
between the 
Borrower’s fiscal year 
ending 2012 and 2015. 

A new Event of Default to be applicable during 
the Secured Period shall be added to Section 
6.01 as clause “N” to read as follows: 

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

e Article VI1 shall be amended to read as follows: 

Section 7.01 General Remedies. If any of the 
Events of Default listed in Article VI hereof shall 
occur after the date of this Agreement and shall 
not have been remedied within the applicable 
grace periods specified therein (if any), then 
CFC may: 

(i) Cease making Advances hereunder 
other than Advances made pursuant to Section 
3.04.H hereof; 

(ii) Terminate the line of credit; 

Case No. 2013-00126 
Attachment for Response to KIUC-1-1 

Page 41 of 58 



(iii) Cease issuing Letters of Credit 
hereunder; 

CFC DOC 
KYO62-H-5102 (LICHPEA) 
176421 -5 

(iv) exercise rights of setoff or recoupment 
and apply any and all amounts held, or hereby 
held, by CFC or owed to the Borrower or for the 
credit or account of the Borrower against any 
and all of the Obligations of the Borrower now 
or hereafter existing hereunder or under the 
Note, including, but not limited to, patronage 
capital allocations and retirements, money due to 
the Borrower from equity certificates purchased 
from CFC, and any membership or other fees 
that would otherwise be returned to the 
Borrower. The rights of CFC under this Section 
are in addition to any other rights and remedies 
(including other rights of setoff or recoupment) 
which CFC may have. The Borrower waives all 
rights of setoff, deduction, recoupment or 
counterclaim; 

(v) pursue all rights and remedies 
available to CFC that are contemplated by the 
Indenture in the manner, upon the conditions, 
and with the effect provided in the Indenture, 
including, but not limited to, a suit for specific 
performance, injunctive relief or damages; and 

(vi) pursue any other rights and remedies 
available to CFC at law or in equity. 

Section 7.03 Concurrent Remedies. Nothing 
herein shall limit the right of CFC to pursue all 
rights and remedies available to a creditor 
following the occurrence of an Event of Default. 
Each right, power and remedy of CFC shall be 
cumulative and concurrent, and recourse to one 
or more rights or remedies shall not constitute a 
waiver of any other right, power or remedy. 

8 Section 4.02 B will be amended to read as 
follows: 

'"B, Representations and Warranties. Except 
for the representations made in Section 2.01 .F, 
the last sentence of Section 2.01 .G, Section 
2.01 .J (as it relates to any documents, certificates 
or financial statements furnished to CFC relating 
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to the Borrower's wholesale power contracts 
with Kenergy Carp. relating to Century 
Aluminum Company and Ria Tinto Alcan, 
respectively) and Section 2.01K (only as it 
relates to Borrower's wholesale power contracts 
with Kenergy Corp. relating to Century 
Aluminum Company and Rio Tinto Alcan, 
respectively, and only with respect to the 
voluntary termination aspects of such wholesale 
power contracts, Le. all other terms and 
provisions of such wholesale power contracts are 
valid and enforceable) hereof, the representations 
and warranties contained in Article IT shall be 
true on the date of the making of each Advance 
hereunder with the same effect as though such 
representations and warranties had been made on 
such date; no Event of Default and no event 
which, with the lapse of time or the notice and 
lapse of time would become such an Event of 
Default, shall have occurred and be continuing or 
will have occurred after giving effect to each 
Advance on the books of the Borrower." 

Number 1 of SCHEDULE 1 to the Agreement 
will be amended to read as follows: 

"1. The purpose of this Line of Credit is to 
provide funds for the Borrower's capital 
expenditures, general corporate use, and for the 
issuance of Letters of Credit, consistent with the 
Borrower's articles of incorporation, by-laws and 
applicable federal, state, and local laws and 
regulations. Notwithstanding the foregoing, in 
no event shall this Line of Credit be made 
available to pay any portion of the principal 
amount of the $58,800,000 County of Ohio, 
Kentucky, Pollution Control Floating Rate 
Demand Bonds, Series 1983 (Big Rivers Electric 
Corporation Project).'' 

0 The Certification set forth on Exhibit A shall be 
amended by adding an additional certification to 
appear as follows: 

"(6)  that the Available Cash balance of the 
Borrower is less than $35,000,000.00.'' 

COmITIONS TO EFFECTIVENESS The Amendment will not become effective until CFC 
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OF AMENDMENT TO AGREEMENT: shall have received the following: 

(i) The counterpart of the Amendment 
signed on behalf of Big Rivers, a fully executed 
[Fifth] Supplemental Indenture and a fully 
executed and authenticated Note. 

(ii) Opinions of counsel to the Borrower 
covering such matters as CFC shall request. 

(iii) A copy of the Indenture and each 
amendment, supplement or modification thereto 
as in effect on the date hereof, certified, 
represented and warranted to be true and correct 
by a responsible officer of Big Rivers. 

(iv) All authorizations (including the 
approval of the KPSC) permitting Big Rivers to 
enter into the Amendment. 

CFC DOC 
KY062-H-5102 (LICHTEA) 
176421 -5 
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, .  
To: 
Subject: 

Billie Richert 
Monday, March 11,201 3 1022 AM 
'Dan Lyzinski' 
RE: Confirmation of our agreement to Term Sheet for the CFC Revolver 

Thanks, Dan. 

-----Original Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
Sent: Manday, March 11,2013 10:18 AM 
To: Billie Richert 
Cc: Charles, Joseph P (jcharles@kpmg.com); Lawrence Saunders (lawrence.saunders@nrucfc.coap); Thomas Hall; Adam 
Lichtenstein 
Subject: Re: Confirmation of our agreement to Term Sheet for the CFC Revolver 

Billie, 

CFC confirms that it has reached an agreement with Big Rivers on the Terms and Conditions as stated in the Term Sheet. 
CFC expects to have a draft credit agreement to you within the next day or two. 

Thanks, 

C 3eated and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

1 
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Gentlemen: 

By sending this email I am confirming on behalf of Big Rivers that the two parties have reached agreement on the Terms 
a+- ' qonditions for the CFC Revolver. 

Can one of you please confirm that Big Rivers and CFC have reached agreement on the Terms and Conditions as stated in 
our Term Sheet 
(attached) for our auditors, KPMG? I've copied the KPMG partner on this 
ernail for you to respond to. 

Thank you, 

Billie 

Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFQ 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
or 'ed. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
ott,,, use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
gender and delete the material from your/any storage medium. 
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information contained in this transmission is intended only for the person or entity to which it is directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
(See attached file: Big Rivers - Summary of Terms A&R LOC 030413.DOC) This may contain information that is 
confidential or privileged. If you are not the addressee indicated in this message (or responsible for delivery of this 
message to such person), you should not copy or deliver this message to anyone or make any other use of the 
information set forth herein. In such case, you should destroy this message and notify the sender by telephone ore- 
mail. 
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From: Billie Richert 

Cb. Charles, Joseph P (jcharles@kprng.com) 
Subject: 
Attachments: 

c Monday, March 11,2013 952 AM 
Thomas Hall; Dan Lyzinski (Dan.Lyzinski@nrucfc.coop); Lawrence Saunders (lawrence.saunders@nrucfc.coop) 

Confirmation of our agreement to Term Sheet for the CFC Revolver 
Big Rivers - Summary of Terms A&R LOC 030413.DOC 

Gentlemen: 

By sending this email I am confirming on behalf of Big Rivers that the two parties have reached agreement on the Terms 
and Conditions for the CFC Revolver. 

Can one of you please confirm that Big Rivers and CFC have reached agreement on the Terms and Conditions as stated in 
our Term Sheet (attached) for aur auditors, KPMG? I’ve copied the KPMG partner on this email for you to respond to. 

Thank you, 

Billie 

%fie @chert 65% C9TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

C vate: (270) 827-2561 
6,..,e Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entiiies other than the intended recipient is not allowed. If You receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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1: Dan Lyzinski <Dan.Lyzinski@nrucfc.coops 
Monday, March 11,2013 10:18AM 

1 CJ; Billie Richert 
cc: Charles, Joseph P (jcharles@kpmg.com); Lawrence Saunders (lawrence.saunders@nrucfc.coop); Thomas Hall; Adam 

Lichtenstein 
Subject: Re: Confirmation of our agreement to Term Sheet for the CFC Revolver 
Attachments: Big Rivers - Summary of Terms A&R LOC 030413.DOC 

Billie, 

CFC confirms that it has reached an agreement with Big Rivers on the Terms and Conditions as stated in the Term Sheet. 
CFC expects to have a draft credit agreement to you within the next day or two. 

Thanks, 

CFC: Created and Owned by Americals Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Ph.: (703) 467-2741 
f 703) 467-5653 



Gentlemen: 

By sending this email I am confirming on behalf of Big Rivers that the two parties have reached agreement on the Terms 
and Conditions for the CFC Revolver. 

Can one of you please confirm that Big Rivers and CFC have reached agreement on the Terms and Conditions as stated in 
our Term Sheet 
(attached) for our auditors, KPMG? I've copied the KPMG partner on this 
email for you to respond to. 

Thank you, 

t 

Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
01 ied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
ottrcl use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
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(See attached file: Big Rivers -Summary of Terms A&R LOC 030413.DOC) This may contain information that is 
confidential or privileged. If you are not the addressee indicated in this message (OF responsible for delivery of this 
---sage to such person), you should not copy or deliver this message to anyone or make any other use of the 

mail. 
rmation set forth herein. In such case, you should destroy this message and notify the sender by telephone ore- 
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F--q: Thomas Hall eThomas.Hall@nrucfc.coop> 

cc: 
Subject: CFC Bilateral LOC 
Attachments: 

Thursday, February 28,2013 4:02 PM 
Billie Richert 
cflyon@orrick.com; Adam Lichtenstein; Lawrence Saunders; Dan Lyzinski 

Big Rivers - Summary of Terms A&R LOC 022813.DOC 

Billie, 

Sorry for the delay. Attached is the revised Secured LOC term sheet reflecting our collective discussions. Changes are 
only to the following 
sections: Proposed Amendments: Section 1.01, Section 3.09, Section 4.02, Number 1 of Schedule I and the Exhibit A 
Certification. Apologies for any inconvenience, it appears our redline capability is st i l l  somewhat out of commission, 

We are happy to reconvene a t  your convenience. 

-Tom 

(See attached file: Big Rivers - Summary of Terms A&R LOC 022813.DOC) 

Thomas Hall 
r nal Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 
This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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To: 
cc: 
Subject: 

Lawrence Saunders <Lawrence.Saunders@nrucfc.coop> 
Wednesday, February 20,201 3 10:38 AM 
Billie Richerl 
Thomas Hall; Dan Lyzinski; Adam Lichtenstein 
Re: Balance Requirement 

Importance: High 

I just left you a voicemail message regarding the $30Mh4 balance requirement for the initial advance under the LOC. Please confirm 
that Big River is fine with this condition. Or you may call me on my cell if you have additional questions. 703.261.3205 

CFC: Created and Owned by America’s Electric Cooperative Network 

Lawrence Saunders 
Vice President, Portfolio Management, G&T 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dnlles, VA 20 166 
Office: 703-467-2756 or toll-free 800-424-2954 
F a :  703-467-5653 

Prom: Billie Richert [Billie.Richert@bigrivers.com] 
Sent: 02/19/2013 0956 AM CST 

Thomas Hall; Lawrence Saunders; Dan Lyzinski; “Carl Lyon (CFLYON@Orrick.com) (CFLYON@Orrick.com)” 
<L - ,YON@Onick.com>; ”Susan Gottlieb (fgottlieb@orrick.com)” <fgottlieb@Orrick.com> 
Cc: Jim Miller <jmiller@smsmlaw.corn> 
Subject: Conference call to discuss Tern Sheet with Orrick at 4:OO EST today 

Gentlemen: 
Are you available to have a conference call with Carl and Susan and Big Rivers at 4:OO EST today? 

Thank you. 

&&e Rich& CPA, C W Q  
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

The information contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
corc-’-ntial andlor private nature. Any reWieW, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons 01 
er 
de,. 

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

s may contain information that is confidential or privileged. If you are not the addressee indicated in this 
message (or responsible for delivery of this message to such person), you should not copy or deliver this 
message to anyone or make any other use of the information set forth 
herein. In such case, you should destroy this message and notify the sender by telephone or e-mail. 
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s,. ..; 
To: 
cc: 
Subject: 

Billie Richert 
Friday, February 15,201 3 3:18 PM 
'Thomas Hall' 
Lawrence Saunders; Dan Lyzinski; Adam Lichtenstein 
RE: CFC Bilateral Line of Credit - Amend and Extend 

Tom, 
Thank you so much. 1'11 forward to our attorneys. 

Have a nice weekend, as well. 

Billie 

-----Original Message----- 
From: Thomas Hall [mailto:Thomas.HaIl@nrucfc.coop] 
Sent: Friday, February 15,2013 3:16 PM 
To: Billie Richert 
Cc: Lawrence Saunders; Dan Lyzinski; Adam Lichtenstein 
Subject: CFC Bilateral Line of Credit - Amend and Extend 

Billie, 

the CFC Bilateral LOC previously distributec Per our discussion, please find attached the amendment Term Sheet fo )Y 
( 

million ECP Term Sheet. Have a good weekend. 
L We have added the additional concepts discussed with both you and Mark. We are now working on the $60 

-Tom 

(See attached file: Big Rivers - Summary of Terms A&R LOC 021513.DOC) 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 
This may contain information that is confidential or privileged. If yau are not the addressee indicated in this message (or 
responsible for delivery of this message to such person),.you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
tc' -hone or e-mail. 
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From: Thomas Hall <Thomas.tiall@nrucfc.coop> 
Friday, February 15,2013 336 PM 
Billie Richert 

GC: Lawrence Saunders; Dan Lyzinski; Adam Lichtenstein 
Subject: CFC Bilateral Line of Credit -Amend and Extend 
Attachments: Big Rivers - Summary of Terms A&R LOC 021513.DOC 

Bi I I ie, 

Per our discussion, please find attached the amendment Term Sheet for the CFC Bilateral LOC previously distributed by 
Orrick. We have added the additional concepts discussed with both you and Mark. We are now working on the $60 
million ECP Term Sheet. Have a good weekend. 

-Tom 

(See attached file: Big Rivers - Summary of Terms A&R LOC 021513.DOC) 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
7 ‘1 Cooperative Way 
L. ds, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 
This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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tatement of Operations 

Electric Energy Revenues 
Income From Leased Property Net 
Other Operating Revenue and Income 
TOTAL OPER. REVENUES & PATRONAGE CAPITAL 

Operating Expense-Production-Excluding Fuel 
Operating Expense-Production-Fuel 
Operating Expense-Other Power Supply 
Operating Expense-Transmission 
Operating Expense-RTO/ISO 
Operating Expense-Distribution 
Operating Expense-Customer Accounts 
Operating Expense-Customer Service and Information 
Operating Expense-Sales 
operating Expense-Administrative and General 
TOTAL OPERATION EXPENSE 

Maintenance Expense-Production 
Maintenance Expense-Transmission 
Maintenance Expense-Distribution 
Maintenance Expense-General Plant 
TOTAL MAINTENANCE EXPENSE 

Depreciation and Amortization Expense 
'Taxes 
Interest on Long-Term Debt 
Interest Charged to Construction - Credit 
Other Interest Expense 
Asset Retirement Obligation 
7her Deductions 

, OTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

Interest Income 
Allowance For Funds Used During Construction 
Income (Loss) From Equity Investments 
Other Non-Operating Income (Net) 
Generation and Transmission Capital Credits 
Other Capital Credits and Patronage Dividends 
Extraordinary Items 
NET PATRONAGE CAPITAL OR MARGIN 

2013 Forecast 2014 forecast 2015 Forecast 2016 Forecast 2017 Forecast 

541.81 479.95 501.22 519.86 533.42 
0.00 0.00 0.00 0.00 0.00 
3.70 3.70 3.70 3.70 3.70 

545.50 483.64 504.92 523.56 537.1 1 

51.28 
227.1 8 
88.93 
9.00 
2.05 
0.00 
0.00 
1.53 
0.14 
28.33 
408.46 

-- 

43.25 
174.95 
86.70 

1.24 
0.00 
0.00 
1.32 
0.14 
28.42 
344.49 

8.47 

47.95 
185.62 
90.54 
8.71 
I .24 
0.00 
0.00 
1.36 
0.15 
29.01 
364.59 

50.49 
187.48 
97.89 
8.96 
1.26 
0.00 
0.00 
1.39 
0.15 
29.79 
377.41 

55.63 
190.35 
101.44 
9.22 
1.29 
0.00 
0.00 
1.43 
0.16 
30.31 
389.83 

41.73 40.41 37.75 42.59 43.84 
5.01 5.47 5.60 5.78 5.95 
0.00 0.00 0.00 0.00 0.00 
0.21 - ,  0.22 0.22 0.23 0.24 
46.95 46.09 43.57 48.60 50.03 

42.31 44.91 46.85 47.80 48.65 
0.00 0.00 0.00 0.00 0.00 
43.85 43.73 43.77 43.54 43.13 
(0.77) (2.10) (0.50) (0.37) (0.38) 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.51 0.51 0.52 0.37 0.37 
0.00 0.00 0.00 0.00 0.00 

541.31 477.64 498.79 51 7.34 531.63 

4.19 6.01 6.13 6.22 5.48 

1.93 1.78 1.75 1.70 1.64 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
0.00 0.00 0.00 0.00 0.00 
1.27 2.71 2.62 2.54 2.45 

0.00 0.00 0.00 0.00 0.00 
7.39 10.49 10.50 10.45 9.57 

- 
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Balance Sheet 

Construction Work in Progress 
Total Utility Plant 
Accum. Provision for Depreciation and Amort. 
NET UTILITY PLANT 

*otal Utility Plant in Service 
2013 Forecast 2014 Forecast 2015 Forecast 2016 Forecast 2017 Forecast 

2,046.57 2.144.13 2.180.82 2,210.07 2,240.19 
72.20 40.00 40.00 40.00 40.00 

2,118.77 2,184.13 2,220.82 2,250.07 2,280.19 
- 997.29 1,034.42 1,073.45 1,115.82 1,158.84 

1,121.48 1,149.72 1,147.37 1,134.25 1,121.35 

0.00 0.00 0.00 
4.16 4.32 3.72 

42.56 41.20 39.77 
0.02 0.02 0.02 
1.11 1.11 1.11 
0.00 0.00 0.00 

54.25 21.27 0.00 
65.19 66.40 55.54 

167.28 134.31 100.16 

0.00 
3.55 

38.26 
0.02 
1.11 
0.00 
0.00 

0.00 
4.45 

36.67 
0.02 
1.11 
0.00 
0.00 

Non-Utility Property (Net) 
Invest. In Assoc. Org - Patronage Capital 
Invest. In Assoc. - Other - General Funds 
Other Investments 
Special Funds 
Special Funds (Transition Reserve) 
Special Funds (Economic Reserve) 
Special Funds (Rural Economic Reserve) 
TOTAL OTHER PROPERTY AND INVESTMENTS 

26.52 
69.46 

0.00 
42.25 

0.01 
0.00 
0.60 

62.36 
42.28 

2.35 
35.37 
25.63 
4.18 

0.01 
0.00 
0.60 

61.97 
43.04 

2.35 
36.51 
26.38 

4.38 

0.01 
0.00 
0.60 

64.83 
41.77 

2.35 
38.58 
27.15 

4.58 
1.28 

181.13 

0.01 
0.00 
0.60 

77.17 
43.32 
2.35 

39.28 
27.94 
4.71 

0.01 
0.00 
0.60 

85.18 
44.45 
2.35 

41.03 
28.77 
4.84 

Cash - General Funds 
Cash - Construction Funds - Trustee 
Special Deposits 
Temporary Investments 
Accounts Receivable - Sales of Energy (Net) 
Accounts Receivable - Other (Net) 
Fuel Stock 
Materials and Supplies - Other 
Prepayments 
Other Current and Accrued Assets 
TOTAL CURRENT AND ACCRUED ASSETS 

1.28 
174.06 

__I 

1.28 
176.51 

1.28 
196.65 

I .28 
208.50 

Unamortized Debt Discount & Extraor. Prop. Losses 
Yegulatory Assets 

r4ccumulated Deferred Income Taxes 
.her Deferred Debits 

3.85 3.53 3.22 3.04 2.86 
6.15 4.45 6.35 4.95 4.05 
3.17 2.77 2.25 1.73 1.41 
0.00 0.00 0.00 0.00 0.00 

__. 

1,475.98 1,471.29 1,440.48 1,410.08 1,380.41 TOTAL ASSETS AND OTHER DEBITS 

41 0.27 420.77 431.27 441.72 451.29 TOTAL MARGINS & EQUITY 

Long-Term Debt - RUS 
Long-Term Debt - Other 
TOTAL LONG-TERM DEBT 

218.13 226.36 235.07 244.31 254.09 
666.77 674.28 653.38 630.28 606.27 
884.90 900.64 888.45 874.58 860.36 

0.00 
20.21 
0.00 
1.55 
5.70 
9.99 
0.00 

37.45 

0.00 
20.94 
0.00 
1.70 
5.67 
9.99 
0.00 

38.29 

0.00 
24.35 
0.00 
1.66 
5.63 
9.99 
0.00 

41.63 

0.00 
25.71 
0.00 
I .70 
5.56 
9.99 
0.00 

42.96 

0.00 
26.51 
0.00 
1.70 
5.54 
9.99 
0.00 

43.73 

Notes Payable 
Accounts Payable 
Accounts Payable (TIER Rebate) 
Taxes Accrued 
Interest Accrued 
Other Current and Accrued Liabilities 
Other Current and Accrued Liabilities (Purchased Power) 
TOTAL CURRENT AND ACCRUED LIABILITIES 

Deferred Credits 
Deferred Credits (Economic Reserve) 
Deferred Credits (Rural Economic Reserve) 
Accumulated Operating Provisions 
Obligation under Capital Leases - Noncurrent 

1.70 1.02 0.00 0.00 0.00 
54.25 21.27 0.00 0.00 0.00 
65.19 66.40 55.54 26.52 0.00 
22.23 22.90 23.59 24.30 25.03 
0.00 0.00 0.00 0.00 0.00 

1,475.98 1,471.29 1,440.48 1,410.08 1,380.41 TOTAL LIABILITIES AND OTHER CREDITS 
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From: Lawrence Saunders <Lawrence.Saunders@nrucfc.coop> 

c c :  
Subject: RE: 2017 Projections 
Attachments: 

Wednesday, February 13,2013 €212 PM 
Billie Richert 
Chris Warren; Dan Lyzinski; Ralph Ashworth; Thomas Hall 

CFC - Cash Flow So0 and BS for 2013 through 2017.xlsx 

Billie, I just got back from Portland, OR and we woiild like to thank you and your team for providing the 2013 - 2017 
forecast. Since our plan is to request an extension of the existing $50MM LOC to 2017, we wanted to have a financial 
forecast to match that period. I am sorry for my cryptic email earlier today. I was on a plane when I read the message 
from Chris and i could not determine how many forecast years were sent in his email on my 
blackberry. That's why I indicated my inability to access the file. 

Our plan now is to analyze the forecast numbers, prepare the credit documentation and seek approval a t  the next Credit 
Committee meeting on 2/21/13. Our goal was to try and submit the credit recommendation on 2/14/13, but we do not 
have enough time to prepare the credit documentation 
to  meet that deadline. For your review, we will send you a revised term 
sheet by 2/15/13 summarizing the new LOC terms and condition we plan to seek approval for. 

After looking a t  the forecast numbers I have a few questions: 

1) What are the retail rate and industrial rate assumptions imbedded in the Revenue numbers during the 2013-2017 
forecast period? 
2) What is the dollar amount assumed for the MATS CapEx during the Forecast period? Please indicate the amount and 
the year incurred. 
? 
4, , realize that you plan to retire the PCBs with cash in 2013, but what 
are the RUS and Other LT Debt Assumptions? The RUS debt increases by 
$36.09 during the Forecast period. What is this debt financing? Other Debt increases ($7.5MM) slightly in 2014 then 
declines during the project period. Are you planing to fund the majority of your CAPEX with cash flow from operations? 

-e you assuming any idle plants during the forecast period? 

CFC: Created and Owned by America's Electric Cooperative Network 

Lawrence Saunders 
Vice President, Portfolio Management, G&T 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2756 or toll-free 800-424-2954 
Fax: 703-467-5653 

I >------------------------------------------------------------------------------------------------------------------------------------------------- 
I Billie Richert cBillie.Richert@ bigrivers.comz I 
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Tom, 
Please see attached Cash Flow, Statement of Operations and Balance Sheet for years 2013 - 2017 with the noted 
assumptions on the Cash Flows schedule. Please call if you have any questions. 

Billie 

From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Wednesday, February 13,2013 1:44 PM 
To: Billie Richert; Dan Lyzinski; Lawrence Saunders 
Cc: Ralph Ashworth; Chris Warren 
Subject: Re: 2017 Projections 

Thanks Billie. If i ts not too much trouble, that would be very helpful. 

C' 'reated and Owned by America's Electric Cooperative Network 
__------------_---------------------------- 

Thomas Hall 
Regional Vice President 
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National Rural Utilities Cooperative Finance Corporation 
70701 Cooperative Way 

,es, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

From: Billie Richert [Billie.Richert@ bigrivers.com] 
Sent: 02/13/2013 01:35 PM CST 
To: Thomas Hall; Dan Lyzinski; Lawrence Saunders 
Cc: Ralph Ashworth <Ralph.Ashworth@bigrivers.com>; Chris Warren <Christopher.Warren@bigrivers.com> 
Subject: 2017 Projections 

All, 
We can provide an updated 2017 projected Statement of Operations, Balance Sheet and Cash Flow Statement which will 
reflect 2012 actuals and the assumptions we provided to you earlier for the 2013 forecast to budgeted comparison. 
However, it may be tomorrow before this is complete. 

Just wanted you to know. 

Thanks again for your support. 

Billie Richert, CPA, ClTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
o Tied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
oL I use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
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This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
r-uonsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 

other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail.(See attached file: CFC - Cash Flow So0 and BS for 
2013 through 2017.xisx) 
This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy ar deliver this message to anyone or make 
any other use of the information set forth herein. In such case, yau should destroy this message and notify the sender by 
telephone or e-mail. 
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71: Thomas Hall <Thomas.Hall@nrucfc.coops 
Wednesday, February 13,2013 9:32 AM 
Chris Warren; Billie Richert; Dan Lyzinski b - .  

cc: Ralph Ashworth; Lawrence S a u n d e r s  
Subject: Re: Forecast 

Thx Chris. 

CFC: Created and Owned by America's Electric Cooperative Network 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

----- Original Message ----- 
From: Chris Warren [Christopher.Warren@bigrivers.com] 
Sent: 02/13/2013 09:25 AM CST 
Tr lhomas Hall; Billie Richert <Billie.Richert@bigrivers.com>; Dan Lyzinski 
C alph Ashworth <Ralph.Ashworth@bigrivers.com>; Lawrence Saunders 
Subject: RE: Forecast 

I have now included the balance sheet and statement of operations for the forecast period in the attached file. Thanks. 

Chris 

-----Original Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Wednesday, February 13,2013 6:08 AM 
To: Billie Richert; Dan Lyzinski 
Cc: Chris Warren; Ralph Ashworth; lawrence.saunders@nrucfc.coop 
Subject: Re: Forecast 

Billie, 

Do you have the Balance Sheet and Income Statement and Cashflow Statements for the forecast period? Please send. 
Thx. 

CFC: Created and Owned by America's Electric Cooperative Network 

Thb,.,tas Hall 
Regional Vice President 
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National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
P4es, VA 20166 

:e: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

----- Original Message -I-- 

Fram: Billie Richert [Billie.Richert@ bigrivers.com] 
Sent: 02/12/2013 07:35 PM CST 
To: Thomas Hall; Dan Lyzinski 
Cc: Chris Warren <Christopher.Warren@bigrivers.com>; Ralph Ashworth <Ralph.Ashwarth@bigrivers.com> 
Subject: RE: Forecast 

Tom/Dan, 
Please find the revised (forecasted) cash flows from operating activities which reflect the 2013 budgeted amounts 
adjusted for the following assumptions: 

1) $35 million Transition Reserve available May 1,2013 - Financing Case No. 2012-00492 in progress. 
2) Pay-off the $58.8 PCB on June 1,2013 when they mature versus refunding. 
3) Lower debt issuance expense on PCB $1.4. 
4) Lower interest expense of approximately $2.44 million from paying-off PCB rather than refunding. This is reflected in 
tb- increase t o  Net Margins. 

Please let me know if you have questions. 

Billie 

-----Original Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Tuesday, February 12,2013 7:Ol PM 
To: Billie Richert; dan.lyzinski@nrucfc.caop 
Subject: Forecast 

Billie, 

Just a quick follow up. We are trying to  get in front of our committee this week or early next. If there is any way for us to 
get the updated forcast it would be greatly appreciated. Thanks. 

CFC: Created and Owned by America's Electric Cooperative Network 
___________---_----I_I__________________-- 

Thomas Hall 
Regional Vice President 

Nr 
2C. I Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 

i a l  Rural Utilities Cooperative Finance Corporation 
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Cell: 703-483-1398 
Fax: 703-467-5653 

I nis may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth 
herein. in such case, you should destroy this message and notify the sender by telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth 
herein. In such case, you should destroy this message and notify the sender by telephone or e-mail. 
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Billie Richert 
, .  Tuesday, February 12,2013 7:35 PM 
To: 'Thomas Hall'; dan.lyzinski@nrucfc.coop 
cc: Chris Warren; Ralph Ashworth 
Subject: RE: Forecast 
Attachments: CFC - Cash Flow 2013 Forecast vs Budget.xlsx 

Tom/Dan, 
Please find the revised (forecasted) cash flows from operating activities which reflect the 2013 budgeted amounts 
adjusted for the following assumptions: 

1) $35 million Transition Reserve available May 1,2013 - Financing Case No. 2012-00492 in progress. 
2) Pay-off the $58.8 PCB on June 1,2013 when they mature versus refunding. 
3) lower debt issuance expense on PCB $1.4. 
4) Lower interest expense of approximately $2.44 million from paying-off PCB rather than refunding. This is  reflected in 
the increase to Net Margins. 

Please let me know if you have questions. 

Billie 

-----0rigi na I Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Tuesday, February 12,2013 7:Ol PM 
T W e  Richert; dan.lyzinski@nrucfc.coop 
5 ,xt: Forecast 

Billie, 

Just a quick follow up. We are trying to get in front of our committee this week or early next. If there is any way for us to 
get the updated forcast it would be greatly appreciated. Thanks. 

CFC: Created and Owned by America's Electric Cooperative Network 
........................................... 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
r' nsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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Billie 

From: 

Suoject: 

Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> 
Thursday, January 31,2013 11:09 AM 
Billie Richert 
Re: Revolver 

Billie, 

I tried calling you but it went to voice mail. A few questions before I go before our Credit committee: 

How much cash do you have on hand now? 
Will Big Rivers look a t  closing plants with Alcan's notice? 
Under the existing contracts with Century and Alcan, the notice that they provided, can they go to market or have to 
shut down without Big Rivers consent? 
When do you expect to have a new financial forecast given the new situation? 
Do you see this event terminating CoBank's line of credit permanently? 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

N-':c)nal Rural Utilities Cooperative Finance Corporation 
2 1 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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r .  

To: 
cc: 

Subject: 

Thomas Hall cThomas.Hall@nrucfc.coop> 
Wednesday, January 30,2013 4:14 PM 
Billie Richert; Dan Lyzinski 
Ralph Ashworth; Jim Miller; Carl Lyon (CFLYON@Orrick.com) (CFLYON@Orrick.com); Susan Gottlieb 
(fgottlieb@orrick.com) 
Re: Revolver 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-139s 
Fax: 703-467-5653 

From: Billie Richert [Billie.Richert@bigrivers.com] 
Sent: 01/30/2013 0355 PM CST 
To: Dan Lyzinski; Thomas Hall 
0: Ralph Ashworth <Ralph.Ashworth@bigvers.com>; Jim Miller <jmiller@smsmlaw.com>; "Carl Lyon 

(( 
<~b,,clieb@Orrick.com> 

'ON@Orrick.com) (CFLYON@Orrick.cam)" <CFLYON@Orrick.com>; "Susan Gottlieb (fgottlieb@orrick.com)" 

Subject: Revolver 

Da n/To m, 
This is to confirm it is acceptable to Big Rivers for the Revolver to be secured during the entire period. 

Thank you again. 

Billie 

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

This may contain information that is confidential or privileged. If you are not the addressee indicated in this 
message (or responsible for delivery of this message to such person), you should not copy or deliver this 
message to anyone or make any other use of the information set forth 
herein. In such case, you should destroy this message and notify the sender by telephone or e-mail. 
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F ’: 

-I \r. 
cc: 

Subject: 

Billie Richert 
Wednesday, January 30,2013 355 PM 
Dan Lyzinski (Dan.Lyzinski@nrucfc.coop); Thomas Hall 
Ralph Ashworth; Jim Miller (jmiller@srnsmlaw.com); Carl Lyon (CFLYQN@Orrick.com) (CFLYON@Orrick.com); Susan 
Gottiieb (fgottlieb@orrick.com) 
Revolver 

Dan/Tom, 
This is to confirm it is acceptable to Big Rivers for the Revolver to be secured during the entire period. 

Thank you again. 

Billie 
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1: 

I,. 

cc: 
Subject: 

Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> 
Tuesday, January 29,2013 10:39 AM 
Billie Richer! 
Thomas Hall 
Line of Credit 

Billie, 

Knowing that you are travelling today, I just wanted to reiterate what we discussed by phone this morning. 

While CFC is comfortable changing the MFI covenant to comply with the Indenture while the facility is secured, CFC 
would need to have a hard MFI test in the event the facility goes back to being unsecured, i.e., keeping the existing 
language in the agreement. 

CFC would like to change the equity test to match what we proposed in the $60 million 3-year secured term loan, i.e., 
member equity balance be $325 million and escalate 75% of prior year's margin. 

As long as the line of credit has a balance outstanding due to refinancing of the pollution control bonds, the line of credit 
remains secured and in the event the pollution control bonds are reissued as tax exempt bonds, a mandatory repayment 
of the line of credit will be required with the proceeds from the bonds. 

CFC would require a "Most Favored Nation" clause be in the line of credit agreement. An example that I use was in the 
event Big Rivers grants CoBank security for its line of credit for the full term of the facility, CFC would want the same 
treatment for its line of credit. 

C' -. is willing to extend the existing line of credit to 3 years from July 2014 to July 2017. CFC would require an up-front 
f, )r this extension (currently 15 basis points), based on CFC pricing guidelines in effect on the closing date. 

I hope you have a nice trip. Let me know if you have any questions. 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

"his may contain information that is confidential or privileged. If you are not the addressee indicated in. this 
message (or responsible for delivery of this message to such person), you should not copy or deliver this 
message to anyone or make any other use of the information set forth 
herein. In such case, you should destroy this message and notify the sender by telephone or e-mail. 
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From: 
b. 

suaject: 

Billie Richert 
Thursday, January 24,2013 8:04 AM 
'Dan Lyzinski' 
RE: FoIIow-UP 

Dan, 
I'm available any time today except between 8:30 - 9:30 and 1 - 2:OO CST. Will it just be you and I?  

Thanks, 
Billie 

-----Original Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
Sent: Thursday, January 24,2013 6:13 AM 
To: Billie Richert 
Subject: Re: Follow-up 

Billie, when are you available today? Dan 
CFC: Created and Owned by America's Electric Cooperative Network 

----- Original Message ----- 
From: Billie Richert [Billie.Richert@bigrivers.com] 
Sent: 01/23/2013 04:39 PM CST 
Tr- 3an Lyzinski 
L :Ct: Follow-UP 

Dan, 
Hope your day has gone well. I'm just following up to see when we might have a conference call to discuss the proposed 
changes? 

Thanks, 
Billie 

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

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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'TI: Billie Richert 
Wednesday, January 23,2013 4:39 PM 

, d, Dan Lyzinski (Dan.Lyzinski@nrucfc.coop) 
Subject: FOIIOW-UP 

Dan, 
Hope your day has gone well. I'm just following up to see when w e  might have a conference call to discuss the proposed 
changes? 

Thanks, 
Billie 

1 
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From: 

CC: 
Subject: 

Billie Richert 
Thursday, January 17,2013 10:03AM 
'Thomas Hall' 
Dan Lyzinski; Ralph Ashworth 
RE: Big Rivers - Summary of Terms and Conditions Relating to Amendments to 2009 Revolving Credit Agreement 

No problem. Just touching base. Thank you. 

-----Original Message----- 
From: Thomas Hall [mailto:Thomas.HaIl@nrucfc.coop] 
Sent: Thursday, January 17,2013 9:48 AM 
To: Billie Richert 
Cc: Dan Lyzinski; Ralph Ashworth 
Subject: RE: Big Rivers -Summary of Terms and Conditions Relating to Amendments to 2009 Revolving Credit Agreement 

Dan and I just spoke. Dan is checking on a few items and will reach out to schedule a call. Sorry for the delay. 

~ ~ ~ ~ _ _  

CFC: Created and Owned by America's Electric Cooperative Network 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
I s,VA20166 
Otrice: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

> I --------*--- 
I cc: I 
I ------------ 

I 

> 
I 

I 

>---------------------------------------------------------------------------------------------------------------------------------------------- 
I 7 Lyzinski cDan.Lyzinski@nrucCc.coop>, Ralph Ashworth <Ralph.Ashworth@bigrivers.com> 

>------------------------------------------------------------------------------------------------------------------------------------------------ 
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Tom, 
Just touching base to see how the review is going and if we can schedule a conference call this week. 

Thank you, 

Billie 

-----Original Message----- 
F : Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
S L . ~ :  Friday, January 11,2013 359 PM 
To: Gottlieb, F. Susan 
Cc: Billie Richert; Lyon, Carl F.; Dan Lyzinski; Gottlieb, F. Susan; Jim Miller; Boyne, Victoria; Adam Lichtenstein 
Subject: Re: Big Rivers - Summary of Terms and Conditions Relating to Amendments to  2009 Revolving Credit Agreement 

Thank you Susan. 

The CFC Team will review early next week and suggest several times where the full Big Rivers / CFCTeam can gather to 
discuss. 

Have a good weekend. 

-Tom 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
207T Cooperative Way 
C ,,VA20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

Case No. 2013-00126 
Attachment for Response to KIUC-1-1 

Page 76 of 88 2 

mailto:Thomas.Hall@nrucfc.coop


I "Gottlieb, F. Susan" cfgattlieb@orrick.com> 
I 

/Thomas Hall <Thomas.Hall@nrucfc.coop>, Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> 
I 

I Billie Richert cBillie.Richert@bigriwers.com>, Jim Miller <jmiller@smsmlaw.com>, "Lyon, Carl F." <cflyon@orrick.com>, 
"Gottlieb, F. 
Susan" I 

I 
I <fgottlieb@orrick.com>, "Boyne, Victoria" <vbayne@orrick.com> 

I01/11/2013 12:45 PM 
I 
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0' Rivers - Summary of Terms and Conditions Relating to Amendments to 
2009 Revolving Credit Agreement I 

At  the request of Billie Richert, attached hereto for your review and consideration is the initial draft of the Summary of 
Terms and Conditions relating to certain proposed amendments to  the 2009 revolving credit agreement between Big 
Rivers and CFC. 

We look forward to discussing this draft with you in the near future. 

Susan Gottlieb 

__________________----------------------------------------- _________________------------------------------------------ 
IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax 
advice contained in this communication, unless expressly stated otherwise, was not intended or written to be used, and 
c' -ot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or (ii) promoting, 
r, ,eting OF recommending to another party any tax-related matter(s) addressed herein. 
_________________------------------------------------------ ___________________---------------------------------------- 
NOTICE TO RECIPIENT: THIS E-MAIL IS MEANT FOR ONLY THE INTENDED RECIPIENT OF THE TRANSMISSION, AND MAY BE 
A COMMUNICATION PRIVILEGED BY LAW. IF YOU RECEIVED THIS E- MAIL IN ERROR, ANY REVIEW, USE, DISSEMINATION, 
DISTRIBUTION, OR COPYING OF THIS E-MAIL IS STRICTLY PROHIBITED. PLEASE NOTIFY US IMMEDIATELY OF THE ERROR 

THANK YOU IN ADVANCE FOR YOUR COOPERATION. 
For more information about Orrick, please visit http://www.orrick.com/ 

file: 752842039-3.doc) 

BY RETURN E-MAIL AND PLEASE DELETE THIS MESSAGE FROM YOUR SYSTEM. 

(See attached _________________------------------------------------------ ........................................................... 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
anv other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
t r  lone or e-mail. 
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From: 
t: 

LC: 
Subject: 

Thomas Hall <Thomas.Hall@nrucfc.coop> 
Thursday, January 17,2013 9:48 AM 
Billie Richert 
Dan Lyzinski; Ralph Ashworth 
RE: Big Rivers - Summary of Terms and Conditions Relating to Amendments to 2009 Revolving Credit Agreement 

Dan and I just spoke. Dan is checking on a few items and will reach out to schedule a call. Sorry for the delay. 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

1 
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Tom, 
Just touching base to see how the review is going and if we can schedule a conference call this week. 

Thank you, 

Billie 

-----0 rigina I Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Friday, January 11,2013 3:59 PMI 
To: Gottlieb, F. Susan 
Cc: Billie Richert; Lyon, Carl F.; Dan Lyzinski; Gottlieb, F. Susan; Jim Miller; Boyne, Victoria; Adam Lichtenstein 
Subject: Re: Big Rivers - Summary of Terms and Conditions Relating to Amendments to  2009 Revolving Credit Agreement 

Thank you Susan. 

The CFC Team will review early next week and suggest several times where the full Big Rivers / CFC Team can gather to 
e: ' 6 s .  

Have a good weekend. 

-Tom 

Thomas Hall 
Regional Vice President 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 
Office: 703-467-2746 
Cell: 703-483-1398 
Fax: 703-467-5653 

I "Gottlieb, F. Susan" <fgottlieb@orrick.com> 

2 
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I 

(Thomas Hall <Thomas.Hall@nrucfc.coop>, Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> 
I 

I Billie Richert <Billie.Richert@bigrivers.com>, Jim Miller <jmiller@smsmlaw.com>, "Lyon, Carl F." <cf[yon@orrick.com>, 
"Gottlieb, F. 
Susan" I 

I 
I <fgattlieb@orrick.com>, "Boyne, Victoria" <vboyne@orrick.com> 

101/11/2013 12:45 PM 
I 

I Big Rivers - Summary of Terms and Conditions Relating to Amendments to 
2009 Revolving Credit Agreement 1 

3 Case No. 2013-00126 
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At the request of Billie Richert, attached hereto for your review and consideration is the initial draft of the Summary of 
Terms and Conditions relating to  certain proposed amendments to  the 2009 revolving credit agreement between Big 
Rivers and CFC. 

We look forward to discussing this draft with you in the near future. 

Susan Gottlieb 

__ ____________-------_---------------------------__- ______________--------------------------------------------- 
IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax 
advice contained in this communication, unless expressly stated otherwise, was not intended or written to be used, and 
cannot be used, for the purpose of (i) avoiding tax-related penalties under the Internal Revenue Code or (ii) promoting, 
marketing or recommending to another party any tax-related matter(s) addressed herein. 
______________-___-__c__________________------------------- ___ _______------L----_-------------------------------- 

NOTICE TO RECIPIENT: THIS E-MAIL IS MEANT FOR ONLY THE INTENDED RECIPIENT OF THE TRANSMISSION, AND MAY BE 
A COMMUNICATION PRIVILEGED BY LAW. IF YOU RECEIVED THIS E- MAIL IN ERROR, ANY REVIEW, USE, DISSEMINATION, 
DISTRIBUTION, OR COPYING OF THIS E-MAIL IS STRICTLY PROHIBITED. PLEASE NOTIFY US IMMEDIATELY OF THE ERROR 

THANK YOU IN ADVANCE FOR YOUR COOPERATION. 
For more information about Orrick, please visit http://www.orrick.com/ 

f, 52842039-3.dOC) 

BY RETURN E-MAIL AND PLEASE DELETE THIS MESSAGE FROM YOUR SYSTEM. 

(See attached __ . ___________--_----__-------------------------_--- - _______---------__-------------------------------_ 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone OF make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to  such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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To. 
Subject: 

Billie Richert 
Monday, December 10,2012 8:07 PM 
Thomas Hall; Dan Lyzinski (Dan.Lyzinski@nrucfc.coop) 
Follow-up to our call on Friday 

Tom/Dan, 
I first want to thank you very much for organizing Friday’s call. I believe it was very beneficial. As a follow-up, Big Rivers 
intent is to finalize all changes to the CoBank Revolver by January l S t h  if not sooner. We recommend CFC’s counsel 
continue working on drafting a substantially complete financing agreement as we discussed. 

If I’ve missed anything here let me know. We look forward to working closely with CFC and appreciate your continued 
support. 

Regards, 

Billie 

1 
Case No. 2013-00125 

Attachment for Response to KIUC-1-1 
Page 82 of 88 



Subject: 

Billie Richert 
Monday, December 03,2012 9:lO AM 
'Dan Lyzinski' 
RE: Agreement as you requested 

Dan, 
$l1$.6m -this does not include the $35m transition reserve. 

Billie 

-----Original Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinski@nrucfc.coop] 
Sent: Monday, December 03,2012 6:48 AM 
To: Billie Richert 
Subject: Re: Agreement as you requested 

Billie, 

I hope you had a nice weekend. We are scheduled to present your loan to the CFC Board this afternoon. As we prepare 
for that, can you let me know if how much cash you have on hand? The last we spoke, you mentioned that you had over 
$119 million. 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 

Case No. 2013-00126 
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Dan, 
Numbers I gave you yesterday are retail. Sorry for any confusion. 

Sent via the Samsung Galaxy STMIII, an AT&T 46 LTE smartphane 

Dan Lyzinski <Dan.Lyzinski@nrucfc.coop> wrote: 
Thanks. 

I just received your 2013 Budget. In the Assumptions section, it refers to wholesale rates increases of 29% to rural, 18% 
t 
15,~ increase to Rural, 17% for Large industrial and 16% for Alcan. Which should we use? 

-ge Industrials and 16% to Alcan. Yesterday on our call you mentioned that the rate application was calling for a 

Thanks, 

CFC: Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

'ax: (703) 467-5653 
'h.: (703) 467-2741 

2 
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I Billie Richert cBillie.Richert@higrivers.com> 
I 

I "Lawrence Saunders (lawrence.saunders@nrucfc.coop)" 
clawrence.saunders@nrucfc.coop, Thomas Hall <Thomas.Hall@nrucfc.coop>, 
"Dan Lyzinski I 
I (Dan.Lyzinski@nrucfc.coop)" <Dan.Lyzinski@nrucfc.coop> 

I 

I 1 1 /29/2012 05:02 PM 
I 

I Agreement as you requested 
I 

'er your request. 

- 
'he ... ,ormation contained in this transmission is intended only for the person or entity to which it is directly addressed 
r copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
ther use of, or taking of any action in reliance this information persons or entities other than the intended 

Case No. 2013-00126 
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recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 
[attachment “CoBank Unsecured Revolving Facility.pdf” deleted by Dan Lyzinski/CFC] 

This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
This may contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
responsible for delivery of this message to such person), you should not copy or deliver this message to anyone at- make 
any other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
telephone or e-mail. 
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illie Riche 
r-.,,,: 

cc: 
Subject: 

Billie Richert 
Monday, October 29, 2012 756 AM 
Dan Lyzinski 
Thomas Hall 
RE: Thank you 

Dan, 
I can send you the latest one. We are still finalizing the one for the rate case. Is that acceptable? 

-----Original Message----- 
From: Dan Lyzinski [mailto:Dan.Lyzinslti@nrucfc.coop] 
Sent: Monday, October 29,2012 7:50 AM 
To: Billie Richert 
Cc: Thomas Hall 
Subject: Re: Thank you 

Billie, 

Do you think that you can send me the four year financial projections and the cap ex forecast today? 

Thanks, 

Cr** Created and Owned by America's Electric Cooperative Network 

Dan Lyzinski 

National Rural Utilities Cooperative Finance Corporation 
20701 Cooperative Way 
Dulles, VA 20166 

Fax: (703) 467-5653 
Ph.: (703) 467-2741 
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I just want to say thank you for your kind words during the conference call today with Mark. Have a great weeltend. 

Billie Richert, CPA, CITP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

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

‘his nay  contain information that is confidential or privileged. If you are not the addressee indicated in this message (or 
esponsible for delivery of this message to such person), you should not copy or deliver this message to anyone or make 
my other use of the information set forth herein. In such case, you should destroy this message and notify the sender by 
el. ‘Tone or e-mail. 
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BIG RIVERS ELECTRIC CORPORATION 

5 

6 

7 

8 

9 

10 

11 

1 2  

13 

14 

15 

16 

APPLICATION OF 
FO VAL TO ISSUE Em ENCE OF INDE 

IG RIVERS ELECTRIC CORPORATION 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

I tem 2) Provide a copy of  all correspondence and documents exchanged 

between BREC and RUS regarding the transactions described in the 

Application,; and regarding the “Corrective Plan” referenced in 

Paragraph 12 of the Application. 

Response) 

Big Rivers objects to this request on the grounds that  it is overly broad and 

unduly burdensome. Big Rivers also objects to this request on the grounds that i t  

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

admissible evidence . No twit hs t anding these object ions, but without waiving 

them, Big Rivers states as follows. Please see attached copies of all 

correspondence and documents exchanged between BREC and RTJS regarding the 

transactions described in the Application; and regarding the “Corrective Plan” 

referenced in Paragraph 12 of the Application. Some of the information provide in 

response to this request is subject to a petition for confidential treatment that  is 

being filed concurrently with the filing of these responses. 

Case No. 2013-00125 
Response to KIUC 1-2 

Witness: Billie J. Richert 
Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 

PLICATION OF BIG 
R APPROVAL TO IS DENCE OF I 

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

ated May 2,2013 

May 14,2013 

1 

2 Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-2 

Witness: Billie J. Richert 
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From: Billie Richert 
Sent: Monday, April 01,201 3 2:35 PM 
To: Victor.Vu@wdc.usda.gov 
cc: Ralph Ashworth; cheryl.black@wdc.usda.gov 
Subject: RE: Follow-up with attachments. 
Attachments: Big Rivers Electric Corporation - Audited Financial Staternents.pdf 

Victor, 
Please find the attached Big Rivers audited financial statements for December 31, 2012 and 2011. Additionally, I’d like 
to follow-up on our March lgfh visit with you and others a t  RUS. The following is Big Rivers’ understanding and I’d like to 
confirm this with you: 

Big Rivers has timely filed and presented to RlJS, a Corrective Plan to Achieve Two Credit Ratings of Investment 
Grade as required by Section 4.23 - Maintenance of Credit Ratings of the Amended and Consolidated Loan 
Contract dated July 16, 2009 (the Agreement) between Big Rivers Electric Corporation and United States of 
America acting by and through the Administrator of the Rural Utilities Service. 
The Lockbox Arrangement as defined in Section 4.12 of the Agreement is not being imposed. 
Two investment grade ratings are not required a t  the time Big Rivers submits i ts application to RUS for long- 
term financing for i ts Environmental Compliance Plan totaling approximately $60 million. Big Rivers anticipates 
submitting this application to RUS in May after completion of our Load Forecast, Production Cost Model, Cost of 
Service Study and Financial Forecast. The completion of these tasks now coincides with our timeline for our 
Alcan rate case so the information being provided to RUS is the same as provided to the Kentucky Public Service 
Commission in that rate case. Please note, Big Rivers is actively pursuing our Corrective Plan to Achieve Two 
Credit Ratings of Investment Grade, but this most likely will not occur this year. 
Mr. Mark‘s Bailey’s letter dated February 6,2013, to Mr. Chris Tuttle, Acting Deputy Assistant Administrator, 
provided the timeline RUS requested in its letter to Mr. Bailey dated December 27, 2012. The Equivalent Forced 
Outage Rate (EFOR), presented in Mr. Bailey’s letter demonstrates the improvement in Big Rivers’ generating 
plant reliability over the last five years, and indicates the effectiveness of Big Rivers’ maintenance program. 

Thank you for following-up on the above items. We look forward to hearing from you. 

Regards, 

Billie Richert 

- . -- - . ._ - - - __ __ - - -- - - -- - - 

From: Billie Richert 
Sent: Monday, April 01,2013 LO9 PM 
To: Victor.Vu@wdc.usda.gov 
Cc: Ralph Ashworth 
Subject: Follow-up 

Victor, 
Hope all is going well. Please find attached our 2012 audited financial statements. We will be following-up with a hard- 
copy later this week. 

&%e Rjchert CPg, CgTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 Case No. 2013-00125 
Attachment for Response to KIUC 1-2 

Witness: Billie J. Richert 
Page 1 of 67 
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Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

- _3_1_p- --- 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

2 
Case No. 2013-00125 

Attachment for Response to KIUC 1-2 
Witness: Billie J. Richert 
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From: Billie Richert 
Sent: 
To: Victor.Vu@wdc.usda.gov 
Subject: Meeting Presentation 
Attachments: 

Monday, March 18,2013 4:03 PM 

RUS Meeting - March 19 2013.pptx 

Victor, 
Please find attached a PowerPoint presentation which has a lot of detail we can refer to during our discussion of our 
corrective plan. 

See you tomorrow. 

f M e  Rjchert  CPg, C97P 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

~ 

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

Case No. 2013-00125 
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Witness: Billie J. Richert 
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From: 
Sent: 
To: 
Subject: 

Vu, Victor - RD, Washington, DC <Victor.Vu@wdc.usda.gov> 
Thursday, March 07, 2013 11:29 AM 
Billie Richert 
RE: Confirming meeting time on March 19th 

Thanks, Billie. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department of Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaqe.html 

"Committed t o  the future of rural communities" 

CONFIDENTIALITY NOTICE: This e-mail message and all attachments are for the sole use o f  the intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. If you are not the  intended recipient, any use, disclosure, 
copying or distribution of the  information in or attached t o  this e-mail message is strictly prohibited. Please notify the sender and destroy all 
copies of the e-mail message. Thank you. 

From: Billie Richert [maiIto:BiIIie.Richert@bigrivers.com] 
Sent: Thursday, March 07, 2013 12:13 PM 
To: Vu, Victor - RD, Washington, DC 
Subject: RE: Confirming meeting time on March 19th 

Victor, 
Mark Bailey, President and CEO; Bob Berry, Chief Operating Officer, Jim Miller, Counsel and I. 

Thank you, Victor. 

Billie 

__- - -. __ - - - - - .. . __ . - - __ - - - - - 

From: Vu, Victor - RD, Washington, DC [maiIto:Vidor.Vu@wdc.usda.aov] 
Sent: Thursday, March 07, 2013 9:34 AM 
To: Billie Richert 
Subject: RE: Confirming meeting time on March 19th 

Hi Billie, 

Yes, we received your Corrective Plan and I have distributed to our folks. Who from Big Rivers will 
be coming for the meeting? The meeting will be held in conference room 5140. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department of Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaQe.htm1 
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"Committed t o  the future of rural communities" 

CONFIbENlTAUTY NOTICE: This e-mail message and all attachments are for the sole use o f  the intended recipient and may contain 
confidential and privilege information tha t  must be protected from public disclosure. I f  you are not t h e  intended recipient, any use, disclosure, 
copying o r  distribution o f  the information in or attached t o  this e-mail message is str ict ly prohibited. Please notify the sender and destroy all 
copies of the e-mail message, Thank you. 

- - __. _ _  _ _ - .  - _  -- 
From: Billie Richert [maiIto:BiIlie.Richert@biorivers.com] 
Sent: Thursday, March 07, 2013 9:16 AM 
To: Vu, Victor - RD, Washington, DC; Black, Cheryl - RD, Washington, DC 
Subject: Confirming meeting time on March 19th 

Victor, 
This is to follow-up on a message Karen left earlier today. Karen indicated our meeting will start a t  1:30 and last until 
4:OO p.m. Also, when you have a chance, will you please confirm you received our Corrective Plan? 

Thank you. 

!Bike %chert CPI, CgTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

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

This electronic message contains information generated by the USDA solely for the intended recipients. Any 
unauthorized interception of this message or the use or disclosure of the information it contains may violate the 
law and subject the violator to civil or criminal penalties. If you believe you have received this message in error, 
please notify the sender and delete the email immediately. 
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From: Billie Richert 
Sent: 
To: 
Subject: 

Thursday, March 07,2013 1133 AM 
'Vu, Victor - RD, Washington, DC' 
RE: Confirming meeting time on March 19th 

Victor, 
Mark Bailey, President and CEO; Bob Berry, Chief Operating Officer, Jim Miller, Counsel and I. 

Thank you, Victor. 

Billie 

- - ._- . _ _  - - . -  ._ 

From: Vu, Victor - RD, Washington, DC [mailto:Victor.Vu@wdc,usda.gov] 
Sent: Thursday, March 07, 2013 9:34 AM 
To: Billie Richert 
Subject: RE: Confirming meeting time on March 19th 

Hi Billie, 

Yes, we received your Corrective Plan and I have distributed to our folks. Who from Big Rivers will 
be coming for the meeting? The meeting will be held in conference room 5140. 

Victor 7. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department of Agriculture 
1400 Independence Ave., S.W., Room 0270-5 1 Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaqe.html 

"Committed t o  the future of rural communities" 

CONFIDENTIALITY NOTICE: This e-mail message and all attachments are fo r  the  sole use o f  the intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. I f  you are not the intended recipient, any use, disclosure, 
copying o r  distribution o f  the information in or attached to  this e-mail message is strictly prohibited. Please notify the sender and destroy all 
copies of the  e-mail message. Thank you. 

From: Billie Richert [maiIto:BiIlie.Richert@bigrivers.com] 
Sent: Thursday, March 07, 2013 9:16 AM 
To: Vu, Victor - RD, Washington, DC; Black, Cheryl - RD, Washington, DC 
Subject: Confirming meeting time on March 19th 

Victor, 
This is to follow-up on a message Karen left earlier today. Karen indicated our meeting will start a t  1:30 and last until 
4:OO p.m. Also, when you have a chance, will you please confirm you received our Corrective Plan? 

Thank you. 

Mi?e %chert CPg, C9TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street Case No. 2013-00125 
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Witness: Billie J. Richert 
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Henderson, KY 42420 

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

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

-~ ~ 

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

This electronic message contains information generated by the USDA solely for the intended recipients. Any 
unauthorized interception of this message or the use or disclosure of the information it contains may violate the 
law and subject the violator to civil or criminal penalties. If you believe you have received this message in error, 
please notify the sender and delete the email immediately. 

C a s e  No. 2013-00125 
A t t a c h m e n t  for R e s p o n s e  to KIUC 1-2 

Wi tness :  B i l l i e  J. R i c h e r t  
P a g e  49 of 67 

2 



From: 
Sent: 
To: 
Subject: 

Vu, Victor - RD, Washington, DC cVictor.Vu@wdc.usda.gov> 
Thursday, March 07,2013 9:34 AM 
Billie Richert 
RE: Confirming meeting time on March 19th 

Hi Billie, 

Yes, we received your Corrective Plan and I have distributed to our folks. Who from Big Rivers will 
be coming for the meeting? The meeting will be held in conference room 5140. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US.  Department of Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaqe.html 

"Committed t o  the future of rural communities'' 

CONFIDENTIALITY NOTICE: This e-mail message and all attachments are for the sole use of the intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. If you are not the intended recipient, any use, disclosure, 
copying or distribution of the information in or attached t o  this e-mail message is str ict ly prohibited. Please notify t he  sender and destroy all 
copies of the e-mail message. Thank you. 

I _  - -  

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Thursday, March 07, 2013 9:16 AM 
To: Vu, Victor - RD, Washington, DC; Black, Cheryl - RD, Washington, DC 
Subject: Confirming meeting time on March 19th 

Victor, 
This is to follow-up on a message Karen left earlier today. Karen indicated our meeting will start  a t  1:30 and last until 
4:OO p.m. Also, when you have a chance, will you please confirm you received our Corrective Plan? 

Thank you. 

Bifie %chert c P ~ ,  C97P 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

This electronic message contains information generated by the USDA solely for the intended recipients. Any 
unauthorized interception of this message or the use or disclosure of the information it contains may violate the 
law and subject the violator to civil ar criminal penalties. If you believe you have received this message in error, 
please notify the sender and delete the email immediately. 
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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Thursday, March 07, 2013 8:16 AM 
Victor.Vu@wdc.usda.gov; cheryl.biack@wdc.usda.gov 
Confirming meeting time on March 19th 

Victor, 
This is to follow-up on a message Karen left earlier today. Karen indicated our meeting will start  a t  1:30 and last until 
4:OO p.m. Also, when you have a chance, will you please confirm you received our Corrective Plan? 

Thank you. 

Bifie Rich6 CPg, CWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

Billie Richert 
Tuesday, March 05,2013 555 PM 
Victor.Vu@wdc.usda.gov 
Jim Miller (jmiller@smsmlaw.com); Mark Bailey; Bob Berry 
Big Rivers Electric Corporation - Corrective Plan to Achieve Two Credit Ratings of Investment Grade 
RUS Corrective Plan to Achieve Two Credit Ratings of Investment Grade.docx; CONFIDENTIAL APPENDIX A.docx; 
CONFIDENTIAL APPENDIX B.docx 

Victor, 
Please find attached Big Rivers Electric Corporation's (Big Rivers) Corrective Plan to Achieve Two Credit Ratings of 
Investment Grade. The submission of this Plan is pursuant to Section 4.23 (c) of the Amended and Consolidated Loan 
Contract dated as of July 16, 2009, between Big Rivers Electric Corporation and United States of America acting by and 
through the Administrator of the Rural Utilities Service (RUS). Within thirty (30) days of the date (February 6,2013) on 
which Big Rivers fails to maintain two Credit Ratings of Investment Grade, Big Rivers in consultation with the RUS shall 
provide a written plan satisfactory to the RUS setting forth the actions that shall be taken that are reasonably expected 
to achieve two Credit Ratings of Investment Grade. This document is submitted by Big Rivers to the RUS as a proposed 
written plan that is expected to be satisfactory to the RUS as is required under Section 4.23 (c). 

Victor, please note there are two Appendices to the Plan, both of which are marked as confidential and are to be treated 
as such. We look forward to our visit on Tuesday, March 19, 2013, to review this Plan with you. In the 
meantime, please don't hesitate to contact me if there are any questions. 

Regards, 

Bi&e ipicl;erf, CPA CWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

negotiations of credit documents and potential business transactions, the public 

disclosure of which would be highly prejudicial and damaging to  Big Rivers Electric 

Corporation’s commercial business interests.] 

ss I relating to details of ongoing 

Case No. 2013-00125 
Attachment for Response to KIIJC 1-2 

Witness: Billie J. Richert 
Page 54 of 67 



est e 

tract wena 

If Big Rivers fails to maintain two Credit Ratings of Investment Grade per Section 4.23 - Maintenance of 
Credit Ratings of the Amended and Consolidated Loan Contract dated as of July 16,2009 (the 
Agreement) between Big Rivers Electric Corporation (Big Rivers) and United States of America acting by 
and through the Administrator of the Rural Utilities Service (RUS), Big Rivers must notify RUS in writing 
to that effect within five (5) days after becoming aware of such failure. 

Big Rivers became aware of this failure to maintain two Credit Ratings of Investment Grade when Fitch 
Ratings downgraded i ts rating from BBB- to BB on February 6, 2013. Standard & Poor’s previously 
downgraded Big Rivers from BBB- to BB- on February 4, 2013. Big Rivers notified RUS in writing on 
February 7,2013 pursuant to Section 4.23 (b) of the Agreement. 

In addition, pursuant to Section 4.23 (c) of the Agreement, within thirty (30) days of the date on which 
Big Rivers fails to maintain two Credit Ratings of Investment Grade, Big Rivers in consultation with the 
RUS shall provide a written plan satisfactory to  the RUS setting forth the actions that shall be taken that 
are reasonably expected to achieve two Credit Ratings of Investment Grade. This document is 
submitted by Big Rivers to the RUS as a proposed written plan that is expected to be satisfactory to the 
RUS as is required under Section 4.23 (c). 

Background 

On August 20,2012, Century Aluminum Company (Century) gave its one year contract termination 
notice to Kenergy Corp. and Big Rivers Electric Corporation. This notice indicated Century is ceasing al l  
smelter operations a t  their Hawesville, Kentucky facility on August 20,2013. Century is the source of 
approximately thirty-six (36%) of Big Rivers’ wholesale revenues or approximately $205 million for the 
twelve months ending December 31,2012. 

On January 31,2013, Alcan Primary Products Corporation (Alcan) gave i ts one year contract termination 
notice to Kenergy Corp. and Big Rivers. This notice indicated Alcan is ceasing all smelter operations a t  
their Sebree smelter located in Robards, Kentucky on January 31,2014. Alcan is the source of 
approximately twenty-eight (28%) of Big Rivers’ wholesale revenues or approximately $155 million for 
the twelve months ending December 31,2012. 

As a result of Big Rivers receiving Alcan’s notice of termination, all three rating agencies, Fitch Ratings 
(on February 6,2013), Standard & Poor’s (on February4,2013) and Moody’s Investors Service (on 
February 6, 2013), downgraded the credit ratings on Big Rivers’ $83.3 million County of Ohio, KY’s 
Pollution Control Refunding Revenue Bonds, Series 2010A. in addition, Standard & Poor’s downgraded 
i ts  long term rating on Big Rivers. All three bond ratings are now below investment grade as shown in 
the following table: 
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Rating agencies focus on three areas of Big Rivers’ business when issuing ratings on Big Rivers’ $83.8m 
County of Ohio, Kentucky, Pollution Control Refunding Revenue Bonds. Primarily these three areas are: 

1) Access to and maintenance of liquidity 

2) Replacement load for Big Rivers’ two largest customers who have given notice of termination, and 

3) Increased Big Rivers’ activity in off-system sales market 

As part of Big Rivers’ corrective plan to achieve two investment grade credit ratings Big Rivers’ addresses 
each of these areas in this document. 

Access to and a in tain Liquidity 

Lines of Credit 

Big Rivers has two  $50 million lines of  credit, one with CoBank, ACB, expiring July 2017, and the 
other with National Rural Utilities Cooperative Finance Corporation (CFC) that expires July 2014. 

CFC Line of Credit 

Under the current arrangement, the CFC line o f  credit will become unavailable t o  Big Rivers on 
August 20, 2013 upon the termination of a smelter wholesale agreement and this event is an 
Event of Default under Section 6.01 M of that facility. 

Big Rivers and CFC have completed negotiations on a Term Sheet for the CFC line of  credit with 
the major modifications that are listed on the attached CONFIDENTIAL Appendix A. 

CoBank Line of Credit 

Presently, Big Rivers is unable to  make the representations and warranties necessary to  draw 
on the CoBank line of credit as a result of Kenergy receiving the Notice of Termination from 
Century. Upon the termination of the Century retail agreement which occurs on August 20, 
2013, there is an Event of Default which terminates CoBank‘s commitment to  lend and 
accelerates payments. A default under this agreement can cause a default under the CoBank 
Secured Loan Agreement. 

Big Rivers intends t o  restart negotiations with CoBank to  attempt to  restructure this line later in 
March 2013. 
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Environmental Compliance Plan for ercury and Air Toxics Standards (MATS) Financing 

Big Rivers plans t o  submit an application t o  RUS to obtain long-term financing for i t s  MATS 
Environmental Compliance Plan. In the interim, Big Rivers will obtain short-term financing from 
the National Rural Utilities Cooperative Finance Corporation (CFC). This short-term or bridge 
financing will be in the form of a $60 million senior secured three-year credit facility. Big Rivers 
has received a Term Sheet from CFC which reflects the terms and conditions Big Rivers has 
negotiated with CFC. As requested by RUS, we are submitting a copy t o  RUS of this Term Sheet. 

Big Rivers is updating i ts  RUS application for long-term financing to  reflect results of a revised 
load forecast based upon both Century and Alcan going to  market and no longer buying their 
power from Big Rivers. 

CFC requires submission of  the RUS application prior to finalizing the short-term MATS 
financing. As such, Big Rivers is planning to  submit i ts  application t o  RUS by mid-April and file a 
financing application with the PSC for the CFC interim financing shortly thereafter. 

Rate Case 2012-00535 - Century 

On January 15, 2013, Big Rivers filed a general rate case with the PSC as a result of  Century’s 
contract termination, continued depressed off system sales margins, increased depreciation 
expense, and other costs not fully recovered in the 2011 general rate case. The total annual 
revenue deficiency, $74,476,120, is calculated as the annual incremental revenue needed to  
permit Big Rivers to  achieve a 1.24 TIER during the fully forecasted test year (September 2013 - 
August 2014) while also achieving Margin for Interest Ratio (MFIR) of 1.10 in calendar year 
2013. This total annual revenue deficiency represents a 21% wholesale revenue increase; 29% 
for the rurals; 18% for the large industrials; and 16% for the remaining smelter, Alcan. These 
rate increases would go into effect August 20,2013. 
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Rate Case 2013-XXXXX - Alcan 

Big Rivers has begun plans to  file another general rate case in late June 2013 t o  address the 
annual revenue deficiency resulting from Alcan’s contract termination. These rate increases 
would go into effect January 31,2014. 

illion PCB Financing Case 2012-00492 

On January 13, 2013, Big Rivers amended i ts  application in the $58.8 million PCB financing case. 
The reason for amending this application is  t o  seek PSC approval t o  repurpose the $60 million 
borrowed for capital expenditures from CoBank in 2012 t o  pay-off the $58.8 million pollution 
control bonds due June 1, 2013, and to  use the $35 million Transition Reserve to  pay for capital 
expenditures. Although it was Big Rivers’ original intent t o  refund these bonds, it was 
determined market receptivity was minimal due to  the uncertainty surrounding Big Rivers and 
the results of  the two smelters giving notices of  termination. By paying off these bonds, Big 
Rivers will realize an annual net cost savings of approximately $3.4 million in interest expense 
and issuance costs. The amendment filed in this financing case is intended also to  preserve the 
capability of  Big Rivers to  issue, in part, tax-exempt pollution control bonds sometime in the 
future. 

A hearing was held in Frankfort, Kentucky on February 28‘h, 2013. No briefs are being filed. Big 
Rivers is hopeful that the PSC will issue an order by March 31,2013. 

Replacement Load and Addressing Reliance on Off-System Sales 

Load Concentration Mitigation Plan Activities Update 

The CONFIDENTIAL Big Rivers Load Concentration Mitigation Plan Activities Update is attached 

as CONFIDENTIAL Appendix B. 
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Big Rivers is confident it can regain two investment grade ratings with the rate relief from the 

PSC along with the successful implementation of i ts Load Concentration Mitigation Plan and 

following the pay down of the $58.8 million PCB issue due June 1, 2013. Big Rivers’ believes 

completion of the entire process will most likely take three to four years. Big Rivers financial 

metrics are good; it continues to  meet all o f  the financial debt covenants associated with both 

long-term and short-term debt; and our projections for the 2013 - 2016 timeframe reflect 

ongoing compliance. We are ready to  work closely with the RUS in developing a corrective plan 

which is acceptable to  the RUS and t o  ensure Big Rivers achieves two credit ratings of 

investment grade within a reasonable period of time. 
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The principal terms on the term sheet to amend the CFC revolving line of 
credit agreement are: 

1) The line of credit will become secured under the indenture. 

2) The maturity date will be extended to  July 16, 2017. 

3) Certification that Big Rivers’ available cash is less than $35 million prior 
to draw-down. 

4) A minimum Members’ Equities’ Balance NEB) at each quarter end and 
each fiscal year-end of $325 million + 75% of positive net margins for the 
period. At  the end of December 31, 2012, Big Rivers’ MER was $403 million 
compared with the required of $334 million; a positive excess of $69 million. 

5) Big Rivers cannot use the CFC line of credit to pay off $58.8 million 
Pollution Control Bonds which are due June 1, 2013. 
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In the Matter of: 

APPLICATION OF BIG RYVIERS 
ELECTRIC CQRPQRATIO 

~ P P R O ~ ~  TO ISSU 
EVIDENCE OF INDEBTEDNESS 

to 
Item 2 of the Kentucky Industrial Utility Customers’ Data Request 

dated May 2,2013 
FILED: May 14,2013 
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From: 
Sent: 
To: 
cc: 
Subject: 

Billie Richert 
Tuesday, March 05,2013 10:09 AM 
'Vu, Victor - RD, Washington, DC' 
Black, Cheryl - RD, Washington, DC 
RE: Confirming Tuesday, March 19th Meeting Date and Time - Rescheduling due to anticipated weather in DC area 

Victor, 
I just spoke with Helen and asked for her to convey to you Big Rivers can reschedule our meeting with you to Tuesday, 
March lgth, in the afternoon. Please have someone confirm for me the exact time and location. As I indicated to Karen 
earlier today I am forwarding documents to you today in preparation for our meeting. 

Thank you. 

Billie 

- . . - - - _ _  - - - -  - 

From: Vu, Victor - RD, Washington, DC [mailto:Victor.Vu@wdc.usda.gov] 
Sent: Wednesday, February 13, 2013 3:50 PM 
To: Billie Richert 
Cc: Ralph Ashworth; Black, Cheryl - RD, Washington, DC 
Subject: RE: Confirming March 7th Meeting Date and Time 

Thank you Billie, looks good. Just now got my computer up again after an IT maintenance 
issue. Murphy's Law strikes again. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department o f  Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, bC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP WomePaqe.html 

"Committed t o  the future of rural communities" 

CONFIDENTIALITY NOTICE: This e-mail message and all attachments are f o r  the sole use of the intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. I f  you are not the  intended recipient, any use, disclosure, 
copying or distribution of the information in or attached to  this e-mail message is strictly prohibited. Please notify the sender and destroy all 
copies of the e-mail message. Thank you. 

_- _ _  __ 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, February 13, 2013 1:19 PM 
To: Vu, Victor - RD, Washington, DC 
Cc: Ralph Ashworth; Black, Cheryl - RD, Washington, DC 
Subject: RE: Confirming March 7th Meeting Date and Time 

Victor, 
Per your request please find a brief synopsis describing the termination of the two smelters and the subsequent 
downgrades in our credit ratings. Please let us know if you need additional information. 

Thank you. 

Billie 
Case No. 2013-00125 
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- - _ _ -  -- - - - - ._ I- - .. - __ ____ __ I___ - - - 

From: Vu, Victor - RD, Washington, DC [mailto:Victor.Vu@wdc.usda.gov] 
Sent: Tuesday, February 12, 2013 3:34 PM 
To: Billie Richert 
Subject: RE: Confirming March 7th Meeting Date and Time 

Thank you. Have a good evening. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department o f  Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 I Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaqe.htmJ 

"Committed to  the future of rural communities" 

CONFIDENTIALITY NOTICE: This e-mail message and all attachments are for the sole use of the  intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. If you are not the intended recipient, any use, disclosure, 
copying or  distribution of the information in or  attached t o  this e-mail message is strictly prohibited. Please notify the sender and destroy all 
copies of the e-mail message. Thank you. 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Tuesday, February 12, 2013 4:31 PM 
To: Vu, Victor - RD, Washington, DC 
Subjed: RE: Confirming March 7th Meeting Date and Time 

Yes, I will Victor. 

- . - - - ._ 

From: Vu, Victor - RD, Washington, DC [mailto:Victor.Vu@wdc.usda.aov] 
Sent: Tuesday, February 12, 2013 3:27 PM 
To: Billie Richert 
Swbject: RE: Confirming March 7th Meeting Date and Time 

Thanks, Billie. 

If I could ask, would you provide me with a short briefing (no more than VI - 1 page) about the loss of 
the two smelters and the down rating of Big Rivers (to BB- ??) by the two rating agencies? I need to 
provide a briefing to the Secretary when he testifies before the upcoming Ag Committee hearing, in 
case there is a question asked. If possible by COB tomorrow? Thank you in advance. 

Victor T. Vu I Director, Power Supply Division 
Rural Development I Rural Utilities Service I Electric Program 
US. Department of Agriculture 
1400 Independence Ave., S.W., Room 0270-5 I Washington, DC 20250-1568 
Tel: 202-720-6436 I Cell: 202-365-7708 1 Fax: 202-720-1401 
www.rurdev.usda.qov/UEP HomePaqe.html 

"Committed to  the future of rural communities" 

C0NFIf)ENTIALITY NOTICE: This e-mail message and all attachments are for the sole use o f  the intended recipient and may contain 
confidential and privilege information that must be protected from public disclosure. I f  you are not the  ir@.~$&pc&~L~~jp, disclosure, 

2 
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copying or distribution o f  the information in or attached t o  this e-mail message is str ict ly prohibited. Please notify the sender and destroy all 
copies of the e-mail message. Thank you. 

From: Billie Richert [mailto:Billie.Richert@biarivers.com] 
Sent: Tuesday, February 12,2013 4:OO PM 
TO: victor.vu@usda.aov 
Cc: Black, Cheryl - RD, Washington, DC 
Subject: Confirming March 7th Meeting Date and Time 

Victor, 
This is confirming our meeting date with RUS for Thursday, March 7, 2013 a t  9:30 a.m. EST until 10:30 a.m. EST. Big 
Rivers will provide to RUS our corrective plan af action in advance of the meeting, per your request, and within the 30 
day period which commenced upon the receipt of the second ratings downgrade per the RUS loan agreement. 

Thank you. 

Billie 

gibe mehe4 Cm, C3TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

~- ~- ~ 

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

This electronic message contains information generated by the USDA solely for the intended recipients. Any 
unauthorized interception of this message or the use or disclosure of the information it contains may violate the 
law and subject the violator to civil or criminal penalties. If yau believe you have received this message in error, 
please notify the sender and delete the email immediately. 
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From: 
Sent: 
To: 
cc: 
Subject: 

Billie Richert 
Tuesday, February 12,2013 3:OO PM 
victor.vu@usda.gov 
Cheryl. black@wdc.usda.gov 
Confirming March 7th Meeting Date and Time 

Victor, 
This is confirming our meeting date with RUS for Thursday, March 7, 2013 a t  9:30 a.m. EST until 10:30 a.m. EST. Big 
Rivers will provide to RUS our corrective plan of action in advance of the meeting, per your request, and within the 30 
day period which commenced upon the receipt of the second ratings downgrade per the RUS loan agreement. 

Thank you. 

Billie 

r8ilie ‘;h2icl;erl: CDI, C3TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

_1_1__ 

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

Billie Richert 
Wednesday, February 06,2013 4:38 PM 
victor.vu@usda.gov 
Cheryl. black@wdc.usda.gov 
Big Rivers Meeting with RUS 

Victor, 
As we discussed, Big Rivers wants to visit with RUS the week of March 4'h. We are available on Monday, the 4th, 
Tuesday, the 5'h or Thursday, the 7". Do any of these dates work for you and your staff? 

Thank you. 

Bi8e f i c h e 4  CPg, C97P 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 3) Provide a copy of all correspondence and documents exchanged 

internally within BREC regarding the transactions described in the 

Application. 

Res p ons e) 

Big Rivers objects to this request on the grounds that it is overly broad and 

unduly burdensome. Notwithstanding these objections, but  without waiving 

them, Big Rivers states as follows. Please see attached copies of all 

correspondence and documents exchanged internally w i t h n  BREC regarding the 

transactions described in the Application. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to  KIUC 1-3 

Witness: Billie J. Richert 
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illie Riche 

From: Billie Richert 
Monday, April 15,201 3 5:29 PM 
Mark Bailey 

QC: Paula Mitchell 
Subject: Board Presentation Materials 
Attachments: Financial Report - February 2013.pptx; Financial Policy - Year Ending 2012.pptx; Board of Directors -April 19 2013 

Case Update.pptx; Corporate Scorecard and Dashboard - February 201 3.docx 

nt: 

PSC 

Mark, 
Attached are the following: 

1) Financial Report - February 2013 -We changed footnote reference on page 7. 
2) Financial Policy -Annual Fiscal Review - 2012 -Added footnote for Liquidity on page 8; Added MFlR on page 10; 

added Financial Ratio Requirements Per Debt Agreements per page 12. 
3) Financing and Rate Case Updates - Added comment re: KlUC intervening on page 3. 
4) Corporate Scorecard and Dashboard - February 2013 -You have not reviewed this. 

Please let me know if there are other changes required. 

Thank you. 

&&e Rich6 CPA, C9TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
. ‘wderson, KY 42420 

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

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

Subject: 
J: 

Billie Richert 
Friday, April 12, 2013 2:36 PM 
Mark Bailey 
KlUC Intervening in our Amended CFC Revolver Financing Case 

Mark, 
I learned from Jim today that KlUC has intervened in our financing case, 

Billie 

@&e %chert CPg, cWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

-- _. 

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

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 4) Provide a copy of all correspondence and documents exchanged 

between BREC and any other banking institution or any other investment 

advisory entity regarding the transactions described in the Application. 

Response) 

Big Rivers objects to this request on the grounds that it is overly broad and 

unduly burdensome. Big Rivers also objects t o  this request on the grounds that it 

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

admissible evidence. Notwithstanding these objections, but without waiving 

them, Big Rivers states as follows. There are no other correspondence and 

documents exchanged between BREC and any other banking institution or any 

other investment advisory entity regarding the transactions described in the 

Application. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-4 

Witness: Billie J. Richert 
Page 1 of 1 
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APPLICATION 
FOR APPROVAL TO ISSUE EVIDENCE OF JNDE 

F BIG RIVERS ELECTRIC C O R P O R A ~ ~ O N  

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 5) Provide a copy of  alZ correspondence and documents exchanged 

between BREC and the three rating agencies since Janu,ary 1, 2013. 

Response) 

Big Rivers objects to this request on the grounds that  it is overly broad and 

unduly burdensome. Big Rivers also 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. Notwithstanding these objections, but without waiving 

them, Big Rivers states as follows. Please see attached correspondence and 

documents exchanged between BREC and the three rating agencies since January 

1, 2013. 

Witness) Billie J .  Richert 

Case No. 2013-00125 
Response to KITJC 1-5 

Witness: Billie J. Richert 
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From: 
Sent: 
T- * 

?6t: 

Billie Richert 
Tuesday, April 30,201 3 1058 AM 
'Dennis.Pidherny@fitchratings.com' 
RE: Will call you shortly 

Na rush. 

: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 
Sent: Tuesday, April 30, 2013 1057 AM 
To: Billie Richert 
Sulbjeck Will call you shortly 

Wrapping up a call. 

Dennis MI. Pidherny 
Managing Director, Public Finance 
Sector Head - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY I0004 

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

+I (212) 908-0738 

-- --" --__.-- 

Confidentiality Notice: The information contained in this e-mail and any attachrnent(s) is confidential and for 
the use of the addressee(s) only. If you a-e not the intended recipient of this e-mail, do not duplicate or 
re9:ntribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
I, 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

horized use, reliance, disclosure or copying ofthe contents of this e-mail and any attacbment(s), or any 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs.com/email. 
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From: Alan.Spen@fitchratings.com 
Sent: Monday, April 29,2013 355  Phi 

Billie Richert 
ject: RE: FYI 

Billie, 

Sorry for not getting back sooner. One of those days. (I shouldn't say that given all that you have going on). Believe 
Dennis just sent you an email about talking tomorrow. Reasonably free. Let me know what is good for you. 9 your time 
can work for me. Dennis might have mentioned 12 our time. 

Thanks 

Alan 

From: Billie Richert <Billie.Richert@bignvers.corn> 
To: "Dennis.Pidhemy@fitchratings.corn" <Dennis.Pidherny@fitchratings.com> 
cc: "Alan.Spen@fitchratings.com" <Alan.Spen@fitchratings.com> 
Date: 04/29/2013 11:31 AM 
Subject: RE: FYI 

Dp'lnis/Alan, 
de speak tomorrow at 9:00 CDT? I'm available tomorrow a t  any time other than between 10 - 1 l : O O  and 1 - 2:oo CDT. 

Thanks, 
Billie 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidhernv@fitchratinas.corn] 
Sent: Monday, April 29,2013 8:42 AM 
To: Billie Richeft 
Cc: Alan.Spen@fitchratings.com 
Subject: Re: FYI 

Thank you Billie. 

As always we would appreciate the opportunity to speak with you at your convenience on the latest developments. 

Let us know if and when that is possible. 

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

9' -46) 659-2428 (mobile) 
- dL ;.Didhernv@fitchratinns.com 

+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrvers.com> 
To: "Dennis M. Pidherny (Dennis.Pidhemy@fitchratings.com)" <Dennis.Pidhemy@fitchratings.coms 
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A t t a c h m e n t  for R e s p o n s e  t o  KIUC-1-5 

Page 2 of 308 

1 

mailto:Alan.Spen@fitchratings.com
mailto:Dennis.Pidherny@fitchratings.com
mailto:Dennis.Pidhernv@fitchratinas.corn
mailto:Alan.Spen@fitchratings.com
mailto:Didhernv@fitchratinns.com


Date: 04/29/2043 09:lB AM 
Subject: FYI 

Isifie add CPA CWP 
VP Accounting, Rates and CFO 
Big Riwers Electric Corporation 
201 Third Street 
Henderson, ICY 42420 

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

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

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

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

"#7536058 12v3 - USA-- - Century Press Release.docx" deleted by Dennis Pidherny/pfNYC@-Q 
-- [attachment 

- -.- - 
C 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 

lentiality Notice: The information contained in ahis e-mdl and any attachent(s) is confidential and for 
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redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately, 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages bath to and fiom its systems. 

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

~ 

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

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

This e-mail has been scanned by the MessageLabs Email Security System. For more infomation, please visit 
~~ : / /~ .message labs . com/emai l .  

--.--I(___- 
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From: Dennis.Pidherny@fitchratings.Com 
Sent: 

.. -dject: Re: FYI 

Monday, April 29,2013 355  PRA 
Billie Richert 
Alan.Spen@fitchratings.com 

- _  

Can we speak at 1 1  CST? 

: Billie Richert [Billie.IPiclhert@bigri.srers.c~m] 
: 04/29/2013 110:30 AM EST 

To: Dennis Pidhemy 

Dennis/Alan, 
Can we speak tomorrow a t  9:00 CDT? I’m available tomorrow a t  any time other than between 10 - 1 i : O O  and 1 - 2:Oo 
CDT. 

Thanks, 
Billie 

: Dennis.Pidherny@fitchmtings.com [mailtc4:Dennis.Pidlaerny@fitchratings.corna 
Sp-% Monday, April 29, 2013 8:42 AM 
7 i l k  Richert 
Cc: Alan.Spen@fitch~atings.com 
Sub&& Re: MI 

Thank you Billie. 

As always we would appreciate the opportunity to speak with you at your convenience on the latest developments. 

Let us know if and when that is possible. 

Dennis WI. Pidherny 
Managing Director, Public Finance 
Sector Head - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New \Pork, MY 10004 

a l  (516) 659-2428 (mobile) 
dennis.Didhernv(fitchratinqs.com 

+I (212) 908-0738 

- -rom: Billie Richert cBillie.Richert@bigrivers.coms 
ro: 

Subject: FYI 

“Dennis M. Pidherny (Dennis.Pidhemy@fitchratings.com)” <Dennis.Pidherny@fitchratings.com> 
late: 041zg/z013 09:ia AM 

1 
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I R i C 6 e . d  CPFt C3TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

/e& 

Alan.Spen@fitchratings.com 
Monday, April 29,201 3 10:25 AM 
Billie Richert 
RE: Emails 

Not a problem 

Thanks very much 

From: Billie Richert <Billie.Richert@bigriwers.corn> 
To: "Alan.Spen@fitchratings.corn" <Alan.Spen@fitchratings.com> 
Date: 04/29/2013 0957 AM 
Subject: RE: Emails 

Sorry, Alan. Will do going forward. Have a great day. 

From: AIan.SDen@~tchratinss.com ~mailto:Alan.Spen@fitchratinas.com] 
Sent: Monday, April 29,2013 852  AM 
To: Billie Richert 

Wrning Billie, 

LlU see the release put out this morning on the smelters. Appreciate your heads up, as well. 

With regard to Big Rivers analytical coverage, if you could also send releases to me, along with Dennis, that would be 
great. We had some restructuring of assignments, and I will be lead on 5ig Rivers,working with Dennis. 

Thanks much, 

Alan 

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

This e-mail has been scanned by the Messagekabs Email Security System. For more infomatian, please visit 
hftl3://m.niessag;elabs.condemail. 

---- I_- -- 

- - - 
T' 
Ft,. m x e  i ~ ~ ~ ~ t i ~ ~  please visit httrs://vlwmanteccloud.com 
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From: Alan.Spen@ffichratings.com 
Sent: 
To: Billie Richert 

ject: Emails 

Monday, April 29,2013 8:52 AM 

Morning Billie, 

Did see the release put out this morning on the smelters. Appreciate your heads up, as well. 

With regard to Big Rivers analytical coverage, if you could also send releases to me, along with Dennis, that would be 
great. We had some restructuring of assignments, and I will be lead on Big Riversfworking with Dennis. 

Thanks much, 

Alan 

Confidentiality N o t i c e : e  informaG contained in this e-mail and any attachment(s) is confidential m d  for 
the use of the ddressee(s) ady. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete tlhis e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachent(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and fkom its systems. 

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

Subject: 

Billie Richert 
Monday, April 29,2013 10:30 AM 
‘Dennis.Pidhemy@fitchratings.com’ 
AlanSpen@fitchratings.com 
RE: FYI 

Dennis/Alan, 
Can we speak tomorrow at  9:00 CDT? I’M available tamarrow a t  any time other than between 10 - 11:OO and 1 - 200 
CDT. 

Thanlts, 
Billie 

From: Dennis.Pidherny@fitchratings.com [rnai~tc~:Dennis.Pidherny@fitchratings.c~m] 
Sent: Monday, April 29,2013 8:42 AM 
To: Billie Richert 
Cc: Blan.Spen@fitchral-ings.com 

Thank you Billie. 

As always we would appreciate the opportunity tQ speak with you at your convenience on the latest developments. 

Let us know if and when that is possible. 

DF-’Iis M. Pidherny 
f .ging Director, Public Finance 
Sector Head - US. Public Power 
Fitch Ratings 
One State Street Plaza 
Mew York, NY 10004, 

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

+ I  (212) 908-0738 

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

Subject: FYI 

“Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.corn)” <Dennis.Pidhemy@fitchratings.com> 
Date: 0412912013 09:ia AM 

&&e %e&, CP& CgTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
HF -son, KV 42420 

Corporate: (270) 827-2561 
3ffice Direct: (270) 844-6190 
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Mobile: (270) 577-6223 

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

-I-- 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidenfial and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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This email has been scanned by the Symantec Email Security.cloud service. 
For more infomation please visit http://www.symanteccloud.com 

-____ [attachment 
"#7536053 12v3 - USA, - Century Press Release.docx" deleted by Dennis Pidhemy/pfll\YC/F-I] 

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

This e-mail has been scanned by the hdessagelabs Email Security System. FOP more information, please visit 
http ://www.messagelabs .condeniail. 

2 
Case No. 2013-00125 

Attachment for Response to  KIUC-1-5 
Page 12 of 308 

http://www.symanteccloud.com


From: Billie Richert 
c +: Monday, April 29,201 3 9: 18 AM 

L . .  Alan.Spen@fitchratings.com 
Subject: RE: FYI - Update 

'Dennis.Pidherny@fitchratings.com' 

Please see following press release. 

press release 

April 29: 201.3. 9:20 a.m. EDT 

U, CA, Apr 25428 B 3 (Marketwired via COMTEX) -- Century Aluminum Company 
~~s/zigman/59708/qu~tes/nls/cenx G E M  +&OS% announced today that its wholly owed subsidiary / r  

h,, entered into a definitive agreement to acquire substantially all ofthe 
a l e m  smelter from a subsidiary of ltPio Tints Alcan, Inc. Sebree, lac 
County, Kentucky, employs over 500 men and women and has an annual production capacity of 
205,000 metric tons of primary aluminum. 

ts of the Sebree 
in Henderson 

"We are well acquainted wi the Sebree smelter and its excellent management team and 
talented group of employees," commented Michael Bless, President and CEO. "We believe that, 
with these facilities under c o m o n  ownership, we will derive real benefits in better serving 
customers and through improving both operations with the sharing of best practices in safety, 
technical and operational practices and. procedures. My colleagues and 1 are anxious to welcome 
Sebree's men and women into the Century group of companies." 

''We believe Sebree, Bike HawesvilPe, is globally competitive in every area other than the cost of 
powers1' continued Mi. Bless. "Maintaining operations at these plants, and the thousands of 
direct and indirect jobs they provide and support, is critical for the entire western Kentucky 
community. Gaining access to competitive energy is a crucial for the continued viability of 
these plants, and we hope that the tentative agreement we have reached for Hawesville will be 
h e  first step towards obtaining market priced power." 

$u+,&mt to the terms afthe agreement, century will acquire the smelter for $61 million in cash 
:after $4 million in purchase price: deductions) md will receive $71 million in working capital, 

Case No, 2013-00126 
Attachment for Response to KIUC-1-5 

Page 13 of 308 
1 

mailto:Alan.Spen@fitchratings.com


subject to C ~ S ~ Q ~ ~ I - Y  adjustments. As part of the transaction, RTA will retain all historical 
e ~ v i r ~ ~ e ~ t ~ ~  liabilities ofthe Sebree smelter and has agreed to BitPPy fund the pension plan 
being assumed by Century's subsidiary at closing. 

laze transaction is subject to certain closing conditions, including the consent of Kenergy Cop. 
to the assigment ofthe smelter's existing power contract, which will terminate on January 3 1, 
2014. 

Century ~ ~ ~ ~ i n u ~  Company owns primary aluminum capacity in the United States and 
Iceland. Century's corporate offices me located in 
found at www . century aluminum. corn. 

snterey, Calif. ore information can be 

G auti onary statement 

This press release contains ~ ~ ~ o ~ ~ ~ - l o o ~ ~ g  statements" within the meaning of the Private 
Securities Litigation Refom Act of 199%. Forward-looking statements are statements about 
future, not past, events and involve certain important r isks and uncertainties, any of which could 
cause OLU actual results to differ materially ~X-JI  those expressed in our forward-looking 
statements. Such risks and uncertainties may include, without limitation, further declines in 
~~~~i~~ prices or increases in our operating costs; worsening of global financial and 
economic conditions; our ability to successfully obtain long-term competitive power 
ammgements f i r  the Hawesville md Sebree plants; and ow ability to obtain the necessaq~ 
c ~ n t s  and satis& the necessary conditions to complete the acquisition of the Sebree plant. 

complete the acquisition sf the Sebree plant, derive benefits from the cornmon ownership of the 
Sebree and Hawesvik p8mts and obtah. competitive power contracts for the I3awesville send 
Sebree plants. More infomation about these risks, uncertainties and assumptions can be found 
in the risk factors and fomard-Pooking statements GaUti0narrg.I kmguage contained in our Annual 
ILpqmrt on Form 10-K and in other filings made with the Securities and Exchange Commission. 
we do not undertdce, and specificdly disclaim, any obligation to revise any f i n ~ ~ d - I o ~ b g  
statements to reflect the Q C C W ~ ~ C ~  of future events or circumstances. 

-looking statements in this press release include statements regarding our ability to 

Certified Advisors for the First North market ofthe O m  Nordic Exchange Tcelmd hf. for 
Global Depositary Receipts in HceEarmd: 

. ~ ~ ~ ~ ~ ~ s s Q ~ ,  Senior Manager -- Corporate Finance, Landsbsenkim hf. Steingrimur 
Helgason, Director -- Corporate Finance, Landsbankinn hf. 

%om: Dennis.Pidherny@fit@h~~tings.com ~maiIto:Qennis.Pidhel-ny@fitchratings.com] 
Sent: Monday, April 259, 2013 €24.2 AM 
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To: Billie Richert 
Cc: Alan.Spen@fitchratings.com 
Swbjedt:: Re: FYI 

ilk you Billie. 

As always we would appreciate the opportunity to speak with you at your convenience on the latest developments. 

Let us know if and when that is possible. 

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

fl (516) 659-2428 (mobile) 
dennis. pidherny@fitchratinqs.com 

+I (212) 908-0738 

From: Billie Richerf .r-Billie.Richert@bigrivers~com> 
To. 
Date: 04/29/2013 091 8 AM 
Subject: NI 

"Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.com)" <Dennis.Pidhemy@fitchratings.com> 

&fie !Qu&, CPg, CWQ 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2562 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

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

- - .-.- 
T, jrmation contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
coniluential and/or private nature. Any review, retranSmiSSiOII, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient iS not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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From: Billie Richert 
- t  

,,aject: FYI 
Attachments: 

Monday, April 29,201 3 8: 18 AM 
Dennis M. Pid herny (Dennis.Pidherny@fitchratings.com) 

#753605812~3-USA- - Century Press Release.docx 

Bih R j c h t +  CPg, CgTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201. Third Street 
Henderson, KY 42420 

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

v -_1___1__ 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infomation by persons or 
entities other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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MONTEREY, CA, April 29,2013 -- Century Aluminum of Kentucky, a wholly owned subsidiary of Century 
Aluminum Company (NASDAQ: CENX), Kenergy Corp. and Big Rivers Electric Corp. today announced that 
they have reached a tentative agreement on the framework for providing market priced power to the 
Hawesville smelter. Under the arrangement, the electric cooperatives would purchase power on the 
open market and pass it through to Century at the market price plus additional costs incurred by them. 
The arrangement is intended to have no impact on the current rate proposal of Big Rivers or the related 
flow-through rate proposal of Kenergy, each currently pending before the Kentucky Public Service 
Commission. The framework is subject to the negotiation of definitive agreements and approvals from 
various third parties, including the boards of directors of al l  parties, the KPSC, the Rural Utilities Service 
and others. The parties intend to move as expeditiously as possible to finalize the agreement in advance 
of the expiration of the current power contract on August 20,2013. 

The Hawesville smelter, located in Hancoclc County, KY, has a rated capacity of 244,000 tonnes of 
primary aluminum and employs approximately 650 men and women. 

Century Aluminum Company, the parent of Century Aluminum of Kentucky, owns primary aluminum 
capacity in the United States and Iceland. Centuty's corporate offices are located in Monterey, 
California. More information can be found at www.centurvaluminum.com. 

Big Rivers Electric Corporation is a customer (Member) -owned, not-for-profit, wholesale electric 
generation and transmission cooperative headquartered in Henderson, Kentucky that is owned by three 
distribution cooperative Members-Jackson Purchase Energy Corporation, headquartered in Paducah; 
#energy Corp, headquartered in Henderson; and Meade County Rural Electric Cooperative Corporation, 
headquartered in Brandenburg. These Member cooperatives deliver retail electric power and energy to 
over 113,000 residential, commercial, and industrial customers in portions of 22 western Kentucky 
counties. 

Kenergy Corp. is a nonprofit electric cooperative that serves 55,282 members in 14 counties in western 
Kentucky, including Breckinridge, Caldwell, Crittenden, Daviess, Hancock, Henderson, Hopkins, 
Livingston, hyon, McLean, Muhlenberg, Ohio, Union and Webster. The corporate headquarters is located 
in Henderson, Ky. 

Cautionary Statement 

This press release contains "forward-looking statements" within the meaning of the Private Securities 
Litigation Reform Act of 1995. Forward-looking statements are statements about future, not past, 
events and involve certain important risks and uncertainties, any of which could cause our actual results 
to differ materially from those expressed in our forward-looking statements. Such risks and 
uncertainties may include, without limitation, whether or not the parties are able to agree to definitive 
documentation reflecting the tentative agreement and obtain all necessary approvals and consents, 
whether or not certain proposed equipment upgrades are agreed to and completed and whether or not 
the market pass through arrangement can be completed prior to the expiration of the current power 
contract. Forward-looking statements in this press release include statements regarding the completion 
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of an agreement to provide, and the ultimate provision of, market priced power to  the Hawesville 
smelter and whether or not such an arrangement would have any impact on rate proposals currently 
pending before the Kentucky Public Service Commission. More information about these risks, 
uncertainties and assumptions can be found in the risk factors and forward-looking statements 
cautionary language contained in our Annual Report on Form 10-K and in other filings made with the 
Securities and Exchange Commission. We do not undertake, and specifically disclaim, any obligation to 
revise any forward-looking statements to  reflect the occurrence of future events or circumstances. 

Certified Advisors for the First North market of the OMX Nordic Exchange Iceland hf. for Global 
Depositary Receipts in Iceland: 

Atli B. Gudmundsson, Senior Manager -- Corporate Finance, Landsbankinn hf. 
Sfeingrimur Helgason, Director -- Corporate Finance, Landsbankinn hf. 

Century Aluminum Contacts: 

Clair Nichols (media) 
502-649-8956 

Shelly Harrison (investors) 
831-642-9357 
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From: Billie Richert 
J *. Monday, April 29,2013 857 AM 

a,dject: RE: Emails 
'Alan.Spen@fitchratings.corn' 

Sorry, Alan. Will do going forward. Have a great day. 

From:: Alan.Spen@fitchratings.com [maiito:Alan.Spen@fitchratings.com] 
Sent: Monday, April 29, 2013 8:52 AM 

: Billie Richert 
Ssabjeck ErnaiPs 

Morning Billie, 

Did see the release put out this morning on the smelters. Appreciate your heads up, as well. 

With regard to Big Rivers analytical coverage, if you could also send releases to rne, along with Dennis, that would be 
great. We had some restructuring of assignments, and I will be lead on Big Rivers,working with Dennis. 

Thanks much, 

Alan 

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

ithorized use, reliance, disclosure or copying of the contents ofthis e-mail and any &tachment(s), 01- my 

This e-rnail has been scanned by the Messagelabs Email Security System. For more information, please visit 
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From: Billie Richert 
c .  

s~&J, leCt  
Attachments: 

Monday, February 2 5 , 2 0 1 3  3:48 PM 
Dennis M. Pidherny (Dennis.Pidherny@fitchratings.com) 
2012 Fourth Quarter Financial Report 
Fourth Quarter 2012 Financial ReporLpptx 

Dennis, 

Attached is our condensed 2012 Fourth Quarter Financial Report. Please let me know if there are questions. 

Bifie Rich&, CPi% CgTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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2 

616 RIVER8 ELECTRIC CORPOREhTlON 
Ealance Sheet 
In Thousancis $ 

DCEmber31. December31. 
ASSETS 2012 201 1 

TOTAL unun PLANTIN SERVICE 

TOTAL unL iw PLANT 
CONSTRUCTiON WORK IN PROGRESS 

ACCUM PROVISION FOR DEPR & AMORT 

NET UTILITY PLANT 

INVESTIN ASSOC ORG PARONAGE CAPITAL 
INVESTiW ASSOC 0% OTHER GENERALFUNDS 
OTHER INVESTMEIiTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERN AND INVES’TMEIITS 

CASH -GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE -SALES OF ENERGY 
ACCMJN’R; RECEIVABLE -OTHER NET 
FUEL SToclC 
MATERIALS ti SUPPLIES - OTHER 
PREPAYMENTS 
OTHER CURREIJT & ACCRUED ASSETS 

TOTAL CURRENT& ACCRUED ASSETS 

UI4EdORT DEGT DISC & EITWORD PROP LOSS 
REGULATORY ASSETS 
OTHER DEFERRED DEBITS 

TOTAL ASSETS AND OTHER DEBITS 

EQUIXES AND UABILITIES 

OPERATING MARGINS - PRlOR YEAR 
OPERATING FitARGlNS -CURFEIIT YEAR 
NOIilWERATING MARGINS - PRIOR YEAR 
NONWERA?lNG MARGINS - CVRRENTYEAR 
OTHERMARGJNS d EQUIllES 

TOTAL MARGIldS & EQUIllES 

LONGTERM DEBT - RLlS 
LOlJGTERll DE37 1 OTHER 

TOTAL LONG-ERM DEBT 

ACCOUNTS PAYABLE 
TAMS ACCRUED 
INTEEST ACCRUED 
OTHER CURRENT& ACCRUED LJABlLmES 

TOTAL CURRENT & ACCRLIED LlABlLlTlES 

DEFERRED CREWTS 
OPERATING RESERVES 

TOTAL LJABlLITlES AND OTHER CREDITS 

1 999 408 
50813 

2050 221 
(962 994) 

1 087 227 

3 683 
13 €41 

15 
1€0 633 

228 172 

7 
588 

110 165 
44,758 

2346 
34.146 
24 957 

4 176 
t 276 

222 429 

4 165 
704 

3 981 

1546.678 

(281 896) 
10314 

638.998 
963 

(5,495) 

402 882 

21 0 358 
714666 

925 244 

33013 
967 

4,925 
9 988 

48 a93 

14€.08€ 
21,571 

1,546678 

1 979.2% 
49 I50 

2 028 4% 
(936 353 

I 092,083 

3.638 
tas 
15 

164,152 

168.500 

6 
573 

44 814 
43,114 

2.32 
33 894 
25.295 

4.W€ 
943 

1% 409 

2 079 

1.871 

1.417 922 

(247 339) 
5.M1 

638 838 
160 

(T.fl9) 

389,921 

644,298 
142 100 

786.399, 

30 325 
s 7  

8,899 
9,423 

so, 604 

169.W1 
22, WE 

1 417,922 

FINANCIAL HIOHUGKTS I 
ELECTRJC PLANTIN SERVICE InCW3SeCl520 1 million tOS2.0 WlliOn 85 ofDecember31, 2012 
This inmase resulted fmm cmistructlcn projects to malntain generation transmission and 
ctnlrnunlcation capatnlllres 

TEEdPORARY IfNESTlvlENTS Increaseus65 3m pnmadly due to Ih? bo-rowing tha! took place 
tNs year tolund cmstruclion prcyects 

SPECIAL FUNDS increased SI6 Ssn as of December 31 2012 Ihis increased resuited hDm 
replenishing Me  transition resex panially oRsd by the use olfhe reserve funds set up f~ 
nm-smelter member Fate mitigalion 

LONG-TEFW DEBT increased S I %  8 rnlliim as of December 31 2012 pnmadly due to bornwing 
fop captal pqects and repenish the $35 0 nlillim transition resew twmeny usecl to pre.pay RUS debt 

DEFERRED CREDITS UewaSw,i 520 9 miillon as ol December 31 2012, pnmadly due to the 
use oft& mente funds set up b- nwtsmdier inemmr rate niltigation Case No. 2013-00126 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPE NSE-PRO DUCTION -EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 

OPERATION EPENSERTOASO 

CONStJNIER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSESALES 

OPERATION EWENSE-TRANSMISSION 

OPERATION EXPENSE-CUSTOM ER ACCOUNTS 

OPERATION EW'ENSE-ADP8 INlSTRkTlVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
Id AINTEN AN CE EXPENS E-TRANSU ISS ION 
IVIAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MA INTEN AN CE EXPENSE 

DEPRECRTION & AIVIORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDII 
OTHER INTEREST EXPENSE 
OTHER DEDUCT IONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPKAL CREDITS & PAT' DIVIDENDS 
OTHER NON-OPERATING INCOME NET 

Three fdonths 
Ended December 31, 

2012 2011 

144,202 136,051 
1,098 1,449 

-I_.-__-- 

145,300 137,500 

11,663 13,409 
60,536 53,122 
27,184 29,083 

2,756 2.263 
599 698 
297 0 
495 287 

89 56 
6,051 6,577 

109,670 105.495 

10,298 13,714 

48 

11,226 15.095 

872 1,333 

~1~ 

56 - 

10,238 9,033 

11,314 11,265 
0 (30) 

(1 88) (9 81 
93 (1 ) 

359 62 

14 2'7 12 140,822 

560 18 
0 1 
3 4 

Twelve Months 
Ended December 31, 

201 1 

563,385 558,372 
4.957 3.617 

- 2012 

5 68,342 

48,055 
2 26,369 
1 1 1,465 

10,119 
2,262 

297 
886 
191 

26.429 

561,989 

50,410 
226,229 
112,262 

9,183 
2,530 

0 
632 
185 

26.557 

426,073 4 27,988 

41,170 42,896 
4,608 4,681 
I 84 141 

45.962 47,718 

41.090 35,407 
4 98 

45,033 45,715 
(766) (548) 
148 59 
546 220 

558,090 556,657 

10,252 5,332 

963 150 
0 9 

62 109 

NET PP;FRONAGE CAPITAL OR MARGINS 3,151 (3,298) 12,277 5,600 

/FINANCIAL HIGHLIGHTS i 
iSALES TO IvlENIBERS increased 508,231 MWh to 10,'707,249 MWh forthe twelve-month period ended December 31,2012. 
/Idember sales remnue increased $62.8 million. or 43.8%, to $519.1 million forthe twelve-month period ended 
]December 31, 2012, compared to $456.4 mjllion in 2011, driven by higher sales to the aluminum smelten and the increase 
'in member rates that took effect on September 1, 201 1 I 

[SALES TO NON-MEMBERS decreased 1,519,273 MWh to 1,536,835 NIWb for the twelve-month period ended December 31, 
12012, This decrease, along with a 13.7% decline in price. caused non-memberelectric sales revenue to decrease 
156.6%, to $44.3 million, forthe twelve-month period ended December 31, 2012 compared to $102.0 million for2011 

[PURCHASED POWER expense increased $4.8 million, or 11.7% to $45.3 million for the twelve-month period ended 
[December 31, 2012, compared to 2011 I This was due to a 21.8% increase in NiWh purchased, partially offset by a 8.3Y0 
'decrease in the average cost of purchased power resulting from a reduction in the market price of electricity. 

1 
/FUEL expense decreased $2.3 million. or 1 096, to $253 4 million for the twelve-month period ended December 31, 2012 
compared to 201 1 The decreased fuel expense was driven by lower generatlon as the sofrer power market drove 
economic purchases. 

! 

1 

I 
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BIG RIVERS ELECTRIC CORPORATIOM 
StaWmsnt of Gash Flows 
For The Quamr Ended December 37,2012 
In Thousands5 

~ n j H  FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash pmvided by 

operating activities: 
Depreciation and am ortuation 
interest compounded - RUS Series 8 Note 
interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabllities: 
Accounts receimble 
hwntories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash proQded by operating activities 

CASH FLOWS FROM INVESTING ACTlVITlES: 
Capital expendifures -- net 
Proceeds from Restricted Investments and Other Deposits 

Purchase of Restricted Inestments and Other Deposits and 
arid lnestments 

inmtments 

Net cash used in inwting actiwties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
P-’--ipal payments on long-term obligations 

eds from long-term obligations 
i- .... iipal payments on short-term notes payable 
Debt Issuance Cost 
Payments on obligations under long-term lease 

Three Months Ended December 31, 
2011 2012 ~ 

3,151 (3.298) 

11,140 9,664 
1,873 1,773 

8 0 
(5.389) (5.154) 

(1 1.899) (1 6,130) 
4,714 4,513 

65 0 

(7,120) (1 1,617) 

(5,595) (15,094) 
0 0 
0 0 

(252) 0 
0 0 

Net cash used in financing activities (15,094) (5.847) - 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (3,077) (32,839) 

CASH AND CASH EQUIVALENTS -- Beginning 11 3,250 77,688 

CASH AND CASH EQUIVALENTS -- Ending 110,173 44,849 

SUPPLEMENTAL CASH FLOW INFORMATION: 

- 
Cash paid for interest 8.268 9.060 

Cash paid in taxes 0 0 

4 

Twelve IhonthsEnded December 31, 
209 I 2012 - 

11,277 5,600 

44,524 37,808 
7,292 6,884 
?,604 8,398 

(22,873) (18,947) 

(3,757) 1,618 
86 1,357 

0 (1 71 5) 
(1.278) 121 
2,688 (974) 
(4,399) (1,481) 

- 276 (70) 

41,440 38,599 

(39,854) (38.746) 
(58,094) 56,095 

147 0 

197.801 \ 17.349 

(456,206) (45,879) 
580,156 0 

0 (1 0,000) 
(2,265) 0 

0 0 

121,685 (55,879) 

65,324 69 

44,849 44,780 

110,173 44,849 

-- 

tr 

34.893 31,441 

0 130 
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From: Dennis.Pidherny@fitchrathgs.com 
Sent: 

Subject: RE: Press Release 
Attachments: 

Wednesday, February 06,2013 8:32 ANI 
Billie Richert 
Alan.Spen@fitchratings.corn; Ralph Ashworth 

BREC Final RAC Feb 2013.pdf 

Billie 

Please find attached the final Press Release. 

We look forward to reviewing the revised mitigation plan with you once it is finalized. 

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

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

+1 (212) 908-0738 

From: Billie Richert 43illie.Richert@bigrivers.com> 
T "Dennis.Pidhemy@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
CL" 

Date: 02/05/2013 0725 PM 
Subject: RE: Press Release 

"Alan.Spen@fitchratings.corn" <Alan.Spen@fitchratings.corn>, Ralph Ashworth <Ralph.Ashworth@bigrivers.com> 

Dennis/Alan, 

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

Thanks, 
Billie 

Frsnr: Billie Richert 
Sent: Tuesday, February 05, 2013 622 PM 
To: 'aennis.Pidherny@fit~h~a~~~s.~o~' 
Ce: Alan.Spen@fitck~atings.com; Ralph Ashworth 
Subjeck RE: Press Release 

De' 'Man, 

Zouple of items: 
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1) Sales Dominated by Smelters -not sure about the 65% and 70%. I’m getting 61% and 64% for 2012. 
2) Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. 
3) Under Alcan Follows with Termination Notice - paragraph 3 - please remove the word ‘emergency’ preceding ‘rate relief‘. We 
~ P Q  filing a general rate case and not an emergency rate case. 

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

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

Than Its, 
Billie 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidhernv@fitchratinus.com] 
Sent: Tuesday, February 05,2013 3357 PPI 
To:: Billie Richert 
66: AIan.Spen@fitchratings.com 
Subjeck Press Release 

Billie, 

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

Thank you again for your assistance. 

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

+I (516) 659-2428 (mobile) 
dennis. pidhern\r@fitchratinas.com 

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

+I (212) 908-0738 

This e-mail has been scanned by the MessageLabs Email Security System. Far more information, please visit 
hm://www.niessagelabs .condeniail. 

- -.n.- - 
Thb cmail has been scanned by the Symantec EmaTSecurity.cloud service. 
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For more information please visit h~:l/WUr\y.syn;lanteccloud.coan 
- 

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

This e-mail has been scanned by the Messagellabs Email Security System. Far more infomation, please visit 
~ ~ : l / ~ . n n e s s a g e l a b s . c o ~ e m a i l .  
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Fitch Ratings-New York-06 Febniary 2013: Fitch Ratings has downgraded the rating on Big Rivers 
Electric Corporation's $83.3 million County of Ohio, KY's pollution control refiulding revenue 
bonds series 2010A to 'BB' from 'BBB-'. 

The Rating Outlook is revised to Negative. 

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

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

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

INCREASED RELIANCE ON WHOLESALE h4ARKET: Long-term stability at Big Rivers is 
lilcely to become increasingly reliant on less predictable off-system sales and related margins 
following closure of the smelting facilities. The use of cash reserves will partially mitigate this risk, 
but prevailing low power prices will stress results. 

pLp3WANT I,OW COST WB;,SOURGES: Big Rivers benefits from abundant low-cost coal-fired 
power resources and an average wholesale system rate ($39,07/MWh in 201 1, net of credits) that is 
regionally competitive and among the lowest in the nation. 

SUBJECT TO U T E  REGULATION: The electric rates charged by Big Rivers and its members 
are regulated by the Kentuclry Public Service Cornmission (WPSC), which could limit the 
cooperative's financial flexibility and may delay the timing or amount of necessary rate increases. 

LIQWIIITY SOLID BUT FmBWCIAE RESULTS UNCERTlnTN: Big Rivers reported cash of 
$1 13.25 million at Sept. 30, 2012, excluding restricted h d s  available for member rate mitigation. 
Funds are available to support operations and may be used to meet the cooperative's June 2013 
scheduled debt maturity ($58.8 million). Longer-term financial forecasts are being developed. 

WHAT COULD TRIGGER A RATING ACTION 

J"LITY TO FI") ACCEPTWLE PURCHASERS: Extended overreliance on short-term 
power sales as a replacement for the Century and Alcan agreements to meet debt service payments. 

INSUFFICIENT REGULATORY SIPPORT: Inadequate or untimely support by the KPSC would 
be viewed negatively. 

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

CREDIT PROFILE 

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

CENTURY AGREiEMENT TERMINATED AUGUST 20 12 

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

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

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

ALCPBN FOLLOWS WITH TEMmATIFION NOTICE 

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

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

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

Fit& notes that Rig Rivers and Kenergy have also reportedly entered into negotiations with Century 
to enter into an agreement to assist Century to access market power in order to keep the smelting 
operations open beyond Aug. 20, 2013. Alcan has requested a similar accommodation. Fitch 
expects that any such accommodation would be part of broader plan to address the operating and 
financial effect on Big Rivers 
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Big Rivers margins are expected to remain adequate to service financial obligations through at least 
August 2013 since both Century and Alcan remain obligated to make all required payments to 
Kenergy. For the nine months ended Sept. 30, 2012, Big Rivers reported operating revenue, 
earnings before interest, taxes and depreciation and net margins, that were all largely in line with 
budget, and the same nine month period through 20 1 1. 
Positively, Big Rivers reported cash and cash equivalents of $113.25 million at Sept. 30, 2012, 
excluding additional amounts held as special, restricted funds available for member rate mitigation. 
Big Rivers' unrestricted funds are available to support operations and may be used to meet the 
cooperative's June 201 3 scheduled debt maturity ($58.8 million). 

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

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

Contact: 

Prirnary Analyst 
Alan Spen 
Senior Director 

Pitch Ratings, Inc. 
One State Street Plaza 
New York, NY 10004 

+1-2 12-908-0594 

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

Committee Chairperson 
Christopher Hessenthaler 
Senior Director 
+1-2 12-908-0773 

Media Relations: Elizabeth Fogerty, New York, Tel: +I (212) 908 0526, Email: 
elizabeth. fogerty@fitchratings.com. 

Additional information is available at 'www.fitchratings.com'. The ratings above were solicited by, 
or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the 
ratings. 

]In addition to the sources of information identified in Fitch's Revenue-Supported Rating Criteria 
and U.S. Public Power Rating Criteria, this action was informed by information fiom Creditscope. 

Applicable Criteria and Related Research: 
--'US. Public Power Rating Criteria' (Dec. 18,2012); 
--'Revenue-Supported Rating Criteria'(June 12,2012); 
--'Big Rivers Electric Corporation'(Aug. 3 1 , 2012). 

Applicable Criteria and Related Research: 
U.S. Public Power Rating Criteria 
http ://www. fitchratings .com/creditdes~reports/report~fiame.cfin?rpt~~id=696027 
Revenue-Supported Rating Criteria 
h~: / /~~~.f i tchrat ing~.com/credi tdesldrepo1.es/repo~~~~e.c~?rpt~id=68 10 15 
Big Rivers Electric Corporation 
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http://www.fi tchrat~gs.com~creditdesk/reports/rep~~~~~e.cf?rpt~id=649829 

ALL FITCH CREDIT RATINGS ARE SUEUECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND D I S C I , m R S  BY 
FOLLOWING THJS LINK: 
HTTP://IFITCHRATINGS.COh/lflJNnERSTI-aMD~GCREDIT~TnGS. IN ADDITION, 
RATING DEFINITIONS AWD TEE TERMS OF USE OF SUCH RATINGS AIPE AVAILBLE 
ON TEE AGENCY'S PUBLIC WEBSITE 'WWW.FITCHR ATINGS .COM'. PUE$LISI-IED 
RATINGS, CRITERIA AND METHODOLOGES ARE AVAILABLE FROM THIS SITE AT 
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTEREST, AFFILIATE FIREWALL, CQIVIPLmCE AND OTHER RELEVANT POLICIES 
A") PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 
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From: 
Sent: 

Subject: 

Dennis.Pidhemy@fitchratings.com 
Wednesday, February 06,2013 7:04 AM 
Billie Richert 
Alan.Spen@fitchratings.com; Ralph Ashworth 
RE: Press Release 

Billie 

Please see below. 

Thank you for your clarifications. 

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

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

+1 (212) 908-0738 

From: Billie Richeri <Billie.Richert@bignwers.corn> 
To: "Dennis.Pidhemy@fitchratings.corn" cDennis.Pidhemy@fitchratings.corn> 
cc: 
Date: 02/05/2013 07:22 PM 
9 : RE: PressRelease 

"Alan.Spen@fitchratings.corn" <Alan.Spen@fitchratings.corn>, Ralph Ashworth <Ralph.Ashworth@bigrivers.corn> 

Dennis/Alan, 

Couple of items: 

1) Sales Dominated by Smelters - not sure about the 65% and 70%. I'm getting 61% and 64% for 2012. [The 65% and 70% are 
from the Big Rivers Press Release dated Jan. 29, 2013 on the Big Rivers website] 
2) Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. [The $39.07/MWh is from the 
Big Rivers Presentation dated May 2,2012, page 331 
3) Under Alcan Follows with Termination Notice - paragraph 3 - please remove the word 'emergency' preceding 'rate relief'. We 
are filing a general rate case and not an emergency rate case. [We will make the clarifying change] 
4) Under Alcan Follows with Termination Notice - paragraph 4 - add after 'with Century to ' enter into an agreement' .... to assist 
Century; and remove the words 'alter the terms of its agreement, and'. We are negotiating a new agreement. lhe existing smelter 
agreement terminates upon the end of the 12 month termination notice. [We will make the clarifying change] 

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

Thanks, 
Bill 

From: Dennis.Pidhernv@fitchratings.com [maiIto:Dennis.Pidhernv@fitchratinqs.com] 
Sent: Tuesday, February 05, 2013 357 PM 
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To: Billie Richert 
Cc: Alan.Spen@fitchratings.com 
Sanbjieck Press Release 

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

Thank you again for your assistance 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - US.  Public Power 
Fitch Ratings 
One State Street Plaza 
New 'fork, NY A0004 

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

+I (212) 908-0738 

-- 
Godidentiality Notice: The information contained in this e-mail and any attaclhment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attacbent(s) and noti@ us immediately. 
Unauthorized use, reliance, disclosure or copying ofthe contents of this e-mail and any attachment(s), or any 
: 
to dain,  monitor and intercept e-mail messages both to and from its systems. 

'ar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
h~://www.rnessaaelabs.corn/ernail. 

-- 
This emaiPas been scanned by the Symantec Email Security.cloud service. 
For more infomation please visit http : //www. s ymanteccloud. corn 

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

TI 
~,iwww.mnessaaelabs.com/email. 

mail has been scanned by the MessageEabs Email Security System. For more Somation, please visit 
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From: Dennis.Pidhemy@fitchratings.com 
p -.t: 

.~ Alan.Spen@fitchratings.com 
Subject: Press Release 
Attachments: Big Rivers RAC 2-5-13.pdf 

Tuesday, February 05,2013 3:57 PM 
Billie Richert 

Billie, 

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

Thank you again for your assistance. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - US. Public Power 
FiCh Ratings 
One State Street Plaza 
New York, NY 10004. 

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

C 
the use of the addressee(s) only. If you me not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mai?. and any attachment(s) and notify us hedia te ly .  
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and "my attachent(s), or any 
similar action, is strictly prohibited. %;itch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

+1 (212) 908-0738 

- .-- 
,dentiality Notice: The infarmation contained in this e-mail and any attachment(s) is confidential and for 

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

Dennis.Pid hemy@fitchratings.com 
Tuesday, February 05,201 3 3:39 PM 
Billie Richert 
alan.spen@fitchratings.com 
Re: I'm in my office until 400 CST 

Billie, 

We are both around for the rest of the day. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New Vork, NV 10004 

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

+I (212) 908-0738 

From: Billie Richert cBillie.Richert@bigrivers.com> 
To: "Dennis wi. Pidhemy (Dennis.Pidhemy@fitchratings.comY <Dennis.Pidherny@fitchralings.com>, "alan.spen@fitchratings.cam" 

calan.spen@fitchratings.com> 
Date: 02/05/2013 04:32 PM 
Subject: I'm in my office until 4 9 0  CST 

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

Bike %&vi, C P ~ ,  cWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit ~ / /m . syman tecc loud .com 

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

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs.com/email. 
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From: - 7t: 

_. 
Subject: 

Dennis.Pidherny@fitchratings.com 
Tuesday, February 05,2013 9 5 2  AM 
Billie Richert 
Alan.Spen@fitchratings.com 
Committee Today at 3 PM 

Billie 

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

Thank you 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 
New Vork, IdY 10004 

+1 (516) 659-2428 (mobile) 
dennis. pidhern\t@fitchratinss.com 

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

to netaim, monitor and intercept e-mail messages both to and ~~QX.II its systems. 

+I (212) 908-0738 

I-- 

'ar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http ://www.rnessagelabs.com/email. 
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From: 
c ... 
b". 
Subject: 

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

Dennis/Alan, 

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

Thanks, 
Billie 

-I _____________I_-____________I_ 
___I__-- ----- -" 

From: Billie Richert 
Sen%: Tuesday, February 05,2013 6:22 PPI 
To: 'Dennis.Pidherny@fitchratings.com' 
Cc: Alan.Spen@fitchratings.corn; Ralph Ashworth 
Subject: RE: Press Release 

Dennis/Alan, 

Couple of items: 

Sales Dominated by Smelters - not sure about the 65% and 70%. I'm getting 61% and 64% for 2012. 
Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. 
Under Alcan Follows with Termination Notice - paragraph 3 -please remove the word 'emergency' preceding 
'rate relief'. We are filing a general rate case and not an emergency rate case. 
Under Alcan Follows with Termination Notice - paragraph 4 -add after 'with Century to ' enter into an 
agreement' .... to assist Century; and remove the words 'alter the terms of its agreement, and'. We are 
negotiating a new agreement. The existing smelter agreement terminates upon the end of the 12 month 
termination notice. 

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

Thanks, 
Billie 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 
Sena: Tuesday, February 05,2063 257 PM 
To: Billie Richert 
CC: Alan.Spen@fitchratings.com 
lirwbje& Press Release 

Billie, 

At+ sed is a draft of the Fitch Press Release. Please review it for factual accuracy and to ensure that we have not 
in 3d any confidential information. Please provide any COrnmentS to me in writing as soon as you have had the chance 
to review the release. 
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Thank you again for your assistance. 

k n n i s  M. Pidherny 
Managing Director, Sector Head 
Public Finance - 19.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New Vork, NV -IO004 

4 - 1  (516) 659-2428 (mobile) 
dennis. pidhernv@fitchrat.inss.com 

Confidentiality Notice: The idomation contained in this e-mail and my attachent(s) is confidential and for 
the use of the addressee(s) only. If you me not the intended recipient of this e-mail, do not duplicate or 
redistribute it by m y  means. Please delete this e-mail and any attachent(s) and notify us immediately. 
Unauthorized use, reliance, disc~osure or Gopying of the contents ofthis e-mail and any attachent(s), 01 my 
similar action, is strictly prohibited. Eitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

+'I (212) 908-0738 

~~ ~ - -  

This e-rnail has been scanned by the IvkssageEabs Email Security System. For more information, please visit 
h t t ~ :  //www.rnessagelabs. codemail. 
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From: - 4,. 

e". 
Subject: 

Billie Richert 
Tuesday, February 05,2013 622 PM 
'Dennis.Pid herny@Rtchratings.com' 
Alan.Spen@fitchratings.com; Ralph Ashworth 
RE: Press  Release 

Dennis/Alan, 

Couple of items: 

1) Sales Dominated by Smelters - not sure about the 65% and 70%. I'm getting 61% and 64% for 2012. 
2)  Abundant Low Cost Resources - Please confirm source of $39.07/MWh in 2011, net of credits. 
3) Under Alcan Follows with Termination Notice - paragraph 3 -please remove the word 'emergency' preceding 

'rate relief. We are filing a general rate case and not an emergency rate case. 
4) Under Alcan Foliows with Termination Notice - paragraph 4- add after 'with Century to  ' enter into an 

agreement' .... to assist Century; and remove the words 'alter the terms of i ts  agreement, and'. We are 
negotiating a new agreement. The existing smelter agreement terminates upon the end of the 12 month 
termination notice. 

~ ' m  out of the office tomorrow until around 930 CST and will not have access to a computer or email. I will call you as 
soon as I get in the office. 

Thanks, 
Billie 

B <: Dennis.Pidherny@fitchratings.com [mail~~:Dennis.Pidherny@fitchmtings.com] 
St..,: Tuesday, February 05, 2813 3 5 7  PM 
To: Billie Richert 
Cc: Alan.Spen@Fitchratings.com 
Subjeck Press Release 

Billie, 

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

Thank you again for your assistance. 

Dennis M. Pidherny 
Managing Director, Sector Mead 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Piaza 
New York, MY 10004 

+1 (516) 659-2428 (mobile) 
de pidhernv@?fitchratincss.com 

Confidentiality Notice: The infomation Con&ned ihn this e-mail and any attachmnent(s) is cornfidential a d  for 
the use of the addressee(s) only. If you are not the intended recipient of tIGs e-mail, do not duplicate or 

+l (212) 908-0738 

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

:tain, monitor and intercept e-mail messages both to and fkom its systems. 

This e-mail has been scanned by the IelessageLabs Email Security System. For more information, please visit 
littp://www.messagelabs.coin/email. 
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From: 
$--e 
. ,ect: 

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

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

M e  Richsf, e!??% CYTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

.. 

Billie Richert 
Tuesday, February 05,2013 10:27 AM 
'Dennis.Pidherny@fitchratings.com' 
RE: Committee Today at 3 PM 

Dennis, 
Yes. In the meantime, let me know if you need any additional information. 

5illie 

: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.co~] 
Tuesday, February 05, 2013 352 AM 

To: Billie Richert 
:: Alan.Spen@fitch~atings.com 
bje& Committee Today at  3 PM 

Billie 

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

Thank you 

Dennis 1\11. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fi' * Ratings 
C itate Street Plaza 
New Vork, NY 10004 

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

Cornfdentiality Notice: The information Contained in this-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient ofthis e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying ofthe contents of this e-mail and any attachment(§), or my 
similar action, is strictly prohibited. Etch Ratings reserves the right, to the extent permitted by applicable law, 
to retab, mo&m md intercept e-mail messages both to and fiom its systems. 

+I (212) 908-0738 

This e-mail has been scanned by the MessageEabs Email Security System. For more infomation, please visit 
http://www.messagelabs.coidemail. 
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From: 
r Y  

b-dject: 

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

Billie, 

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

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

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

+I (212) 908-0738 

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

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

LG:  aIan.spen@fitchratings.com 
Subject: RE: Rate Request 
Attachments: 

b. Monday, February 04,2013 1158 AM 
'Dennis.Pidherny@fitchratings.com' 

BREC RUS Part A - 1212 Preliminay.pdf 

Copy of December preliminary results. 

: Dennis.Pidherny@fitchratings.com [rnaiil-o:Dennis.Pidherny@fitchratings.com] 
%e& Monday, February 04, 2013 EL21 AM 
'Bo: Billie Richert 
Swbjeck Rate Request 

Billie, 

Do you have a copy of the most recent rate requestlfiling related to the $74 million? 1 can't seem to find it on any of the 
relevant websites. 

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

+ -16) 659-2428 (mobile) 
- G .s.Didhernv@fitchratincls.com 

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

+I (212) 908-0738 

-- -- -- 

This e-mail has been scanned by the Messagekabs Email Security System. For more information, please visit 
http:f/www.messarr;elabs.com/emaii. 
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UNITED STATES DEPARTMENT OF AGRICULTLJRE 
RURAL UTILITIES SERVICE 

~ $ ~ A ~ ~ I ~ L  AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FINANClAL 

INSTRUCTIONS - See help in the onlino application 
I 

LIABILITIES AND 
SECTION B. BALANCE SHEET 

ASSETS ARID OTHER DEBUS 

BORROWER DESIGNATION 
KYOQ62 --- 

PERIOD ENDED 
Dec-12 
I 

I 43,840,793.00 1- in Assoc. Org. - Other - 
Nongeneral 

1 1 ~ Investments in Economic Development 
Funds 0.00 

Projects 10,000.00 ~ 

12. Other Investments 5,333.85 
13. Special Funds 180,633,438.55 
14. Total Other  Propem And Investments  

(6 thru 43) 228,172,477.911 
7,3 1 1.28 i. Cash - General Funds - 

.d .  Cash - Construction Funds - Trustee 0.00 
17. Special Deposits 598,486.43 
18. Temporary investments 110,165,436,23 

32, Total Assets And O t h e r  Debi ts  

38. Other Margins and  Equities 

39. Total Margins & Equit ies  
(33 + 31d thru 38) 

40. Long-Term Debt - RUS (Net) 

49. Total Other MostCurrent Liabilities 

50, Notes Payable 
(47 +48) 

Revision Date 2010 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCWiL AND OPERABlNG REPORT 

BORROWER DESIGNATION 
KY0062 

ELECTRE PQWER SUPPLY i 

PART A - FINANCIAL 
INSTRUCTIONS -See help in lhe online applicalion 

PERIOD ENDED 
Dec.12 

ITEM 

8. Operating Expense - Transmission -- 
9. Operating Expense - RTOASO 
ID. Operating Expense - Distribution 
11. Operating Expense - Customer AcGounts 
12 Operating Expense - Customer Service & 

Information 
13. Operating Expense - Sales 

---__- 

YEAR-TO-DATE 

THIS MONTH LAST YEAR THIS YEAR BUDGET 
(a) (b) (4 (d) 

563,385,13 I .72 
0.00 0.00 

1. Electric Energy Revenues 558,372,354.1 3 
2,. Income From 

614,725,050.00 47,925,748.49 
0.00 0.00 

3,616,877.57 - 4,957,104.01 

568J42J35.73 
4. total Operation Revenues & Patronage 

5. Operating Expense - Produclion - Excluding 
48,054,670.68 

. 4,011,500,OO 361,084.00 

618,736,550.00 4~,m,a32,49 

54,962,438.00 3,943,267.41 

6. 

7. 

Operating Expense - Production - Fuel 

Operating Expettse - Other Power Supply 

150,SI 6.18 963,130.32 6 I ,860.00 2 i 3,475.84 
nnn I n n n  I 

nilrinfi rnn@+rl~n+inn 1 

226,229,049.99 226,368,922.34 2 4 0 ~ 4  1,163.00 21,249,081 .OS 

11~,261,892.16 1 1  1,465,356S8 126,165,163.00 8,645,660.67 

33. Income (Loss) from Equity I I I V C J L I I I G I W  u.uu u.uu 0.00 
34. Other Non-operating Income (Net) 9,2S 8.48 0.00 0.00 0.00 
35, Generation 81 Transmission Capital Credits -___I__-__. 0.00 0'00 0.00 0.00 
36. Other Capital Credits and Patronage Dividends - 108,536.3,8 61,485.01 33,000.00 2,8 10.97 

n nh I n r r n  7 

". Total Operation Expense (5 thru 14) 
J .  Maintenahce Expense - Production 
I 

427,987,798.1 I 426,073,659.80 462,913,382.00 38,285,567.91 -- 42,896,418.40 41,169,861.77 58,889,721.00 3,284,826.73 
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25. Interest Charged to Construction - Credit 
26. Other Interest Expense 

<548,206.00> <766,677.0@ c678, I 17.00:. <44,584.00> 
I._ 59,249.64 147,499.02 0.00 46,672.91 

-. u.vu ".WW 

220,434.26 546,328.23 
I \ C L I I G l I I C I  0.I v u l l y r r r l u l l v  

8 , h e r  Deductions 
9. Total Cost Of Electric Service 

- u,uu u.uu 
415,812.00 12 1,400.56 

(15 i 21 thru 28) 

30. Operating Margins (4 'less 29) 

556,657,192.15 558489,760.08 612,134,314,OO 49,251,342.49 

10,252,475.65 6,602,236.00 <964,510.00> 5,332,039.55 



F-m: Billie Richert 

Subject: RE: Rate Request 

Monday, February 04,2013 1156 AM 
'Dennis.Pidherny@fitchratings.com' 

http://psc.lcy.~ov/Home/Librarv?tpe=Cases&folder=20 12 cased20 1 2-00535 

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

From: Dennis.Pidhel-ny@fitc~ra~ings.com [maiIto:Dennis.Pidherny@fitchratings.~om] 
Sent: Monday, February 04,2013 1P:2f AM 
'U'a: Billie Richert 
Sub&& Rate Request 

Billie, 

Do you have a copy of the most recent fate requestlfiling related to the $74 million? D can't: seem to find it on any of the 
relevant websites. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fit4 Ratings 
C M e  Street Plaza 
hbVg York, NY 10004 

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

+1 (2q2) 908-0738 

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

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

b*; 

Subject: 

Dennis.Pidherny@fitchratings.com 
Friday, February 01,201 3 11 :46 AM 
Billie Richert 
Alan.Spen@fitchratings.com 
RE: Call on Monday 

Nan and I are both in early. Why don't we say 7:30-8:30, which is 8:30-930 NY time. 

Thank you 

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

+1 (516) 659-2428 (mobile) 
dennis. pidhernv@fitchratinas.com 

+1 (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis.Pidhemy@fitchratings.com" <Dennis.Pidherny@fitchratings,corn> 
cc: '~lan.Spen@Rtchratings.com" <Alan.Spen@fitchratings.corn> 
Date: 02/01/2013 12% PM 
Subject: RE: Cali on Monday 

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

From: Dennis.Pidherny@fitchratinss.com ~mailto:Dennis.Pidhernv@fitchratin~s.com] 
Sent: Friday, February 01,2013 10:39 AM 
To: Billie Richert 
Cc: Alan.Spen@fitchratinqs.com 
Subject: Call on Monday 

Billie, 

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

We are available all morning. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
Or %te Street Plaza 
N, ork, NY 10004 

+1 (516) 659-2428 (mobile) 
dennis. pidlhernv@fitchratinas.com 

+I (212) 908-0738 
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.- --I 

Cornfidentiality Notice: The information contained h this e-mail and my attachent(s> is confidential and for 
the use of the addressee@) ody. If you are not the intended recipient of this e-mail, do not duplicate or 

'stribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
_,authorized use, reliance, disclosure or copying of the contents of this e-mail and my attachment(s), or any 

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

This e-mail has been scanned by the MessageLabs Ernail Security System. For more information, please visit 
littp: //wvw.rnes sag el abs .com/email . 

- 
This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit I i ~ : / / ~ . s y m ~ ~ e ~ c l o ~ ~ . c o m  

--- 
Confidentiality Notice: The infomation contained in. this e-rnseil and any attachment(~) is confidential md for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mall, do not duplicate QP 

redistribute it by any means. Please delete this e-rnail and any attachent(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying oE the contents of this e-mail md any attachment(s), or any 
similar action, is strictly prohibited. Pitch Ratings reserves the right, to the extent permitted by applicable law, 
tc -tain, monitor and intercept e-mail messages both to and fiom its systems. 

This e -md  has been scanned by the MessageLabs Email Security System. For more information, please visit 
hlt.r,://www.messanelabs.com/email. 
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Fr0m: 
c 

CC: 
Subject: 

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

Billie, 

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

We are available all morning. 

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

+'l (516) 659-2428 (mobile) 
dennis.pidhernv@fitchratinqs.com 

Confidentiality Notice: The infomation contained in this e-mail and any attachent(s) is confidential and for 
the use ~f the addressee(s) only. If you me not the &ended recipient sf this e-mail, do not duplicate or 
rediqtribute it by any means. Please delete this e-mail and any attachent(s) and notify us immediately. 
1. 
similar action, is strictly prohibited. Fit& Ratings reserves the right, tO the extent permitted by applicable law, 
to retain, monitor and intercept e-rnail messages both to and &om its systems. 

+I (212) 908-0738 

~I 

thorized use, reliance, disclosure or copying ofthe contents of this e-mail and any attachent(s), or any 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs.ccsm/email. 
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From: Billie Richer4 
6. '4: Friday, February 01,2013 1255 PM 

'Dennis.Pidherny@fitchratings.com' 

Subject: RE: Call on Monday 
L Alan.Spen@fitchratings.com 

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

From: Dennis.Pidhesny@fitchr~~in~s.com [mailta:1Dennis.lPidhern~~~~chmtings.co~] 
Sent: Friday, February 01, 2013 1P:46 AM 

6%: Alan.Spen@fitchratings.com 
Ssabjeck RE: Call on Monday 

: Billie Richert 

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

Thank you 

Dennis NO. Pidherny 
Managing Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

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

+I (212) 908-0738 

From: Billie Richer4 <Billie.Richerf@bigrivers.com> 
To: "Dennis.Pidhemy@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
Cc: "Alan.Spen@fitchratings.com" cAlan.Spen@fitchratings.com> 
Date: 02/01/2013 12:44 PM 
Subject: RE: Call on Monday 

I can da 7:30 t o  8:30 CST on Monday or 11:30 to 1:OO CST or 4:OO - 5:OO CST. 

From: Dennis.Pidherny@fikhratinas.com [mailto:Dennis.Pidhernv@fitchratinqs.com] 
Sent: Friday, February 01, 2013 10:39 AM 
To: Billie Richert 
Cc: Aian.Spen@fitchratings.com 
Skshijetzk 011 on Monday 

Billie, 

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

available all morning. 

lennis M. Pidherny 
1 
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Managing Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 

York, NY 10004 

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

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

212) 908-0738 

___- 

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

~ 

This email has been s c m e d  by the Symantec EmaiE SecuPity.cloud service. 
For more information please visit I i~ : / /~~w.s~man tecc loud .con~  

__. - 
G,,dentiality Notice: The iinfbrmatiola contained in this e-mail and my attachent(s) is confidential md for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachent(s) and notifj, us immediately. 
Unauthorized use, reliance, disclosure or copyhg of the contents of this e-mail and any attachrnent(s), or my 
similar action, is strictly prohibited, Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and eom its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
htt~://www.messagelabs.codemail. 
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Fmn?: Billie Richert 

cc: Alan.Spen@fitchratings.com 
Subject: RE: Call on Monday 
Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01, 2013 11:45 AM 
'Dennis.Pidherny@fitchratings.com' 

Alcan notice of termination attached. 

m: Dennis.Pidherny@fitchratiilgs.com [mailto:Dennis.Pidherny@fitc&ratings.corn] 
ne: Friday, February 01, 2013 10:39 AM 

Cc: 8lan.Spen@fi~chratings.~o:om 
Stlllbjeck Cali on Monday 

Billie, 

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

We are available all morning. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
C %ate Street Plaza 
l\b lork, NY 10004 

+1 (516) 659-2428 (mobile) 
dennis. pidhernv@fitchratinqs.com 

+1 (212) 908-0738 

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

This e-maipil has been scanned by the Messagekabs Email Security System. For more information, please visit 
http://m.messagelabs.com/email. 
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Henderson, Kentucky 4 

MP. Mark Bailey 

Re: Retail Electric Senhe Agreement 
NOTICE OF hE 

Gentlemen: 
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Guerra, n, makes those 
s in the Ce 

this Notice of Termination, please do not hesitate 

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

Guerra, a resident of the State 
a 

elected President of Alcan Corporation, a Texas corporation (the 

SmeIteP”). 

4. The decision b ish the Notice of Termination 
iness judgment: made in 
rations at fke  Sebee 

recommencing 
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Fpom: Billie Richert 
Sent: 

Subject: RE: Call on Monday 

Friday, February 01,2013 1l:G AM 
'Dennis.Pidherny@fitchratings.com' 

\ AIan.Spen@fitchratings.com 

I can do 7:30 to 8:30 CST an Monday or 11:30 to 1:OO CST or 4:UO - 5:QO CST. 

From: Dennis.Pidherny@fltchratings.com [mailto :Dennis.Pidherny@fitchratings.c~m] 
Sent: Friday, February 01, 2013 P0:39 AM 
To: Billie Richert 
Cc: Alan.Spen@fitchratings.com 

bj'ect: Call on Monday 

Billie, 

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

We are available all morning. 

Dennis M. Pidherny 
Managing Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 
Me. "ark, NV 10004 

11 (016) 659-2428 (mobile) 
- dennis. Didhernv@fitchratinps.com 

Corzfidentiality Notice: The inforkation contained in this e-mail and any attachent(s) is confidential and for 
h e  use of the ad&essee(s) only. If you are not the intended recipient of this e-maibil, d~ not duplicate OT 

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

+' 2) 908-0738 

- - . ~ -  

mis e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
~~p://www.messagelabs.com/email. 
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F-W: Rose, Kevin eKevin.Rose@rnoodys.com> 

cc: GrassrootsPPlF 
Subject: Moody's Research Report attached 
Attachments: FERC Transmission.pdf 

Friday, May I O ,  2013 1231 PM 
Rose, Kevin 

FYI, See attached a recently published report on US FERC Regulatory Environment which we believe you will find of 
interest. 

Kevin Rose 
Global hf2astructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose(i,moodvs.com 

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

www.moodvs.com 

__________________I______I______________.- 

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

Table of Contents: 

HISTORICALLY SUPPORTIVE FERC 
REGULATORY EI\IVIRONMENT 2 
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ROES 1NCREP.SINC 3 
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New England 3 

'Enterar Merger 4 
LE ROE Challenge 5 

Risks to Incentive ROES 5 
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Investment T 
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MOODY'S RELATED RESEARCH 15 

Analyst Contacts: 

NEW YORIC c1.212.553.1653 
~ 

Jeffrey Cassella +I212 553 1665 
Analyst 
leffrey cassella@moodys corn 

Stacy Nemeroff +I 212.553 1775 
Associate Analyst 
s t a y  nemeroff@moodys corn 

James Hempstead +l 212 553.4318 
Senior Vice President 
lames hempstead@moodys corn - 
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>> 

>> 

>> 

>> 

>> 

>> 

We continue to view the Federal Energy Regulatory Commission's (FERC) regulatory 
framework as credit supportive, with returns on transmission projects typically higher 
and more predictable than that for rate base regulated by the States; however, we see 
potential for reduced levels of allowed base returns on equity (ROEs). 

FERC has signaled that it will tighten its standards for authorized incentive ROES on 
future projects with its recent Transmission Policy Statement issued November 2012. 

Pure play transmission companies like ITC Holdings Corp. (Baa2, Stable) and 
American Transmission Companx (AI, Stable) would be most affected by reduced 
ROEs, while other sizeable transmission owners, such as Northeast Utilities ( B d ,  
Stable) and Pacific Gas 8r Electric (A3, Stable) would not be as significantly impacted 
because of their diversified rate base. 

The need to augment and bolster the nation's transmission infrastructure remains strong 
due to an existing aging infrastructure, reliability and congestion wncerns as well as 
further integration of new generation resources, including renewable energy resources. 
Therefore, we believe the FERC is unlikely to make any drastic policy changes that 
would disincentivize further transmission investment. 

The impact of FERC Order 1000 on investor-owned utilities remains somewhat 
uncertain because of the delays and lack of clarity in implementation. The elimination 
of Right of First Refusal (ROFR) provides opportunity for transmission owners to 
expand their transmission portfolios, but also increases competition on their own service 
territory for certain transmission projects. 

We believe that FERC's regulatory framework will continue to be more credit 
supportive than that of most states, with allowed ROES, on average, remaining higher 
than those governed by state Public Utility Commissions. Although unlikely, we would 
vim7 a significant change to the FERC's constructive stance as a material credit negative, 
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As part of its mandate, the Federal Energy Regulatory Commission (FERC or Commission) was 
established to oversee and regulate the transmission and sale of electricity in interstate commerce. In so 
doing, the FERC establishes orders and regulation governing the planning and investment of 
transmission infrastructure, with the goal of building a robust and reliable transmission system. 
Historically, we have viewed the FERC as being supportive of transmission investment. 

We view FERC formula-based ratemaking as more credit supportive than the state ratemalung process 
because of the increased predictability of recovery of investments and reduced regulatory lag. Through 
its ratemalung process, the FERC attempts to ensure companies investing in transmission assets are 
reimbursed for all reasonable operation and maintenance expenses, as well as income and franchise taxes, 
depreciation and amortization costs, and to provide a return on assets employed in the provision of 
transmission services, sometimes including construction work-in-progress ( M P ) .  A large share of 
FERC-regulated electric transmission investment is recovered through formula-based rate making with 
automatic annual true ups for recovery of operating and capital costs in a relatively timely manner. 

The FERC allows transmission system owners to earn incentive rates of return for certain projects via 
ROE adders that tend to be above those authorized by state public utility commissions for other types of 
electricity investments. Many FERC authorized ROFA axe in the 1 1 % or above range, including 
incentive ROE adders, whereas the average state ROE was 10.2% in 2012. Also, through its annual true 
up mechanism, FERC formula-based ratemaking also typically adjusts for changes in network load 
resulting from changes in weather or other factors impacting demand, including economic conditions. 

Moreover, the FERC ROE-setting process is more transparent and stable than that of the state 
commissions. FERC determines the ROEs through a process that includes establishing a “zone of 
reasonableness” or range of ROEs based on a proxy group of similar utilities. The range of ROES is 
created using the discounted cash flow methodology, which is based an  the slim of estimated dividend 
yield and earnings growth of each utility in the specified proxy group. The FERC will use the median or 
midpoint of the “zone of reasonableness” range to establish the authorized ROE. Precedent has been to 
use the mid-point for groups of utilities associated with a Regional Transmission Organization (RTO) 
and the median for individual utilities. After the ROE is established, ROEs are generally not revisited on 
a regular basis unless the transmission owner decides to file a rate case or a complaint under Section 206 
of the Federal Power Act is made. In some instances, such as with many utilities in the Midcontinent 
Independent Transmission System Operator Inc. (MISO) organization, the regional ROE might have 
been set over a decade ago. 

In addition to base ROEs, the FERC also authorizes incentive adders that are added to the authorized 
based ROEs to support transmission development. Adders are granted to transmission owners (TOs) or 
transmission projects for several reasons including to encourage certain types of associations (e.g., 
membership in an RTO), transmission line independence or when the project is considered unique, such 
as when the transmission line is perceived to be a higher risk investment (e.g., implementation of new 
technology or a multi-state line). Afier including adders to the base ROE, total authorized ROEs for 
certain transmission projects can reach almost 14%, as is the case for International Transmission 
Company (A?, Stable), an ITC Holdings’ subsidiary, which currently has an all-in authorized ROE of 
13.88%. Other incentives can also include construction work-in-progress in rate base and recovery of 
development and abandonment costs. 
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Since the rate setring process is not contested before state commissions and its design tends to ensure 
timely recovery, revenues collected under the FERC regulatory framework are generally considered to be 
more stable and predictable than state-regulated utility businesses. AU of these features (see Figure 1) 
have been favorable to transmission owners and are intended to foster further interest in building and 
owning additional transmission assets. 

FIGURE1 

FERC vs. State Reguhtory Environment 

Typical Electric Transmission Investnient Typical Other Utility Investment 

Regulation 

Rate Setting Process D Formula rate-making mechanism 

)) Federal Energy Regulatory Commission (FERC) x State Public Utility Commission 
)) Potentially multiple state jurisdictions 

B Fixed rates 
)> Multi-year (3-5 years) formal rate cases 
)) Rate cases subject to involvement by 

many intervenor groups 
)) Rate cases may be drawn out contributing 

to regulatory lag and delaying recovery of 
costs 

)) Annual adjustment to rates based on projected 
revenue requirement 

D Reduced regulatory lag 
)) Frequent inclusion of CWlP improves cash flow 
)) Increased transparency 
)> Generally consistent rate case process across the 

country )> Rate case proceedings vary by state -___ 
Authorized ROE 9 -14 % 8% - 11% 

Source Moody's Investors Service 

Currently, we view that pressure on the FERC is running high. Several Section 206 complaints have 
been filed by intervenors, including State Attorney Generals, consumer advocacy groups and mimicipal 
and Cooperative utilities, with the FERC requesting that authorized base ROES be reduced with the 
notion that current allowed base ROES are unjust and unreasonable. While the potential for reduced 
levels of authorized base ROES on transmission investments exists, we continue to view the FERC 
regulatory framework as more credit supportive than those of most states. We believe the need to 
increase and bolster the nation's transmission infrastructure remains strong, such that the FERC would 
likely refrain from making any drastic policy change that would disincentivize further investment. 

Section 206 Authorized ROE Comptabnks an the Rise 

Challenges to the FERC rate setting mechanism are significantly more uncommon than what occurs in 
the state ratemaking process. However, rates are subject to challenges by interested parties including 
other utilities or municipal owned cooperatives, consumer advocacy groups, and state regulators via 
complaint proceedings through Section 206 complaints. 

NevLr EngCand 

There are several FERC challenges making headlines today (see Appendices A&B); however, none is 
more prominent than the pending ROE challenge (docket ELI 1-66) for transmission owners in New 
England. We expect Northeast Utilities (N1J: Baa2, Stable) and its subsidiaries to be the most impacted 
by the outcome of the New England complaint. Given NU'S approximately $4.2 billion of transmission 
rate base, including the New England East-West Solution (NEEWS) projects, which are transmission 
investment related activities, NU estimates that each 10 basis point change lower in authorized ROEs 
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would decrease consolidated earnings by about $2.1 million, which we do not consider a material change 
from a credit perspective. 

In September 201 1, several parties including the Massachusetts Attorney General and various other state 
officials and commissions from the New England states filed a joint section 206 complaint with the 
FERC arguing that the current ROE of 11.14% provided to New England transmission owners is unjust 
and unreasonable. 

There has been a long history of concerns raised in the New England jurisdictions regarding transmission 
ROEs. The intervenors in this case argue that the authorized base ROE should be lowered to a rate no 
higher than 9.2%, which is based on updated discounted cash flow calculations as well as a different 
proxy group of transmission owning utilities. A significant driver behind the intervenors’ argument for 
lower ROEs, as well as the simultaneous downward shifi in zone of reasonableness is the current low 
interest rate environment, which is driving down the resulting ROEs from the DCF methodology. 
Intervenors also contend that the low interest rate environment is pushing the cost of capital lower for 
transmission owners. During 2012 negotiations and settlement efforts failed and the case is currently in 
litigation. 

In April 2013, the FERC trial staff updated their recommendation based on their analysis and 
recommended reducing the base ROE to 9.2% based on the midpoint of the FERC staffs zone of 
reasonableness between 6.1 % and 12.2%. This was even lower than their original recommendation 
issued in January 2013 of a base ROE of 9.66% based on the midpoint of their recommended zone of 
reasonableness between 6.82% and 12.51%. Hearings on this case are expected to begin in May, and an 
administrative law judge (ALJ) recommendation is not expected until September 2013. A final FERC 
ruling is not expected to occur until mid-to-late 2014. 

IbCPEntergy Merger 

A requested ROE currently being protested relates to the proposed merger between ITC Holdings Corp. 
(Baa& Stable) and Entergy Corp.’s (Baa3, Stable) transmission business, announced December 201 1. 
The proposed merger (not expected to close until late 2013) combines a subsidiary of ITC Holdings 
with Entergy’s transmission business to form a new subsidiary called ITC Midsouth TransCo LLC (ITC 
Midsouth). In January 2013, a group of intervenors led by the Arkansas Electric Cooperative Corp. filed 
comments with the FERC expressing a concern that the currently authorized regional base ROE of 
12.38% associated with MISO, which would apply to the newly merged entity, should be reduced. 

The intervenors argue that the cost of capital in the U.S. has significantly decreased in the past five years 
given that yields on the 10 year U.S. Treasury bonds and Baa investment grade corporate bonds have 
declined from 3.66% and 7.44% in 2008, respectively, to 1.8% and 4.94% in 2012, respectively. 
Because of the declines in interest rates, the intervenors argue that the cost of equity for electric utilities 
has fallen and, therefore, should also be reflected in ITC Midsouth’s return on equity. Furthermore, the 
intervenors suggest that ITC Midsouth’s capital structure may include less equity than the proposed 
consuuct of 60% equity to 40% debt; as a result, ITC Midsouth will effectively earn a remn on equity 
higher than the authorized 12.38%. Hence, the intervenors argue the currently authorized base ROE of 
12.38% should be rejected as unjust and unreasonable and be reduced to 8.91% (based on a zone of 
reasonableness between 7.03% and 10.8%), which has been proposed in the intervention with the 
FERC. 
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The final outcome of the ROE approved for the ITC Holdings /Entergy transmission merger, is one 
among several concerns associated with the proposed merger raised by the intervenors that is yet to be 
decided, given that the transaction still requires a variety of state and federal approvals. Nonetheless, a 
reduced authorized base ROE for the newly proposed ITC Midsouth is obviously less favorable. In 
addition, ongoing constructive FERC regulatory support represents an essential factor in ITC Holdings’ 
ability to maintain its financial strength. Furthermore, if the intervenors are successful in getting the 
FERC to reduce the authorized MISO base ROE of 12.38%, such a change would not only impact ITC 
Midsouth but all other transmission owners in MISO that utilize the rate. 

PG&E ROE ChaiEenge 

Historically, the FERC has not typically reopened an ROE determination on its own accord; however, a 
utility can apply for a change in rates if it believes it deserves to earn a highel ROE based on recent 
investments. Pacific Gas & Electric (PG8r.E: A3 Stable) attempted to do just that towards the end of 
2012 because the company did not have formula rate-making and wanted to seek a return on its 
significant investment in transmission assets completed over the last two years. In September 2012, 
PG&E proposed an increase to its transmission tariff service rates and filed a rate case with the FERC 
requesting an ROE of 11 .5%. However, the FERC responded by directing PG&E to register a 
compliance filing that relied on the median of a DCF analysis based on a comparative group of utilities. 
In response to the FERC‘s order in December 2012, PG8r.E revised its requested revenue requirements 
and rates to reflect a total 9.1% ROE (inclusive of 50 bps for RTO membership), but also filed a request 
for a rehearing of the FERC’s order. As part of the request for rehearing, PG&E has taken exception 
with the use of the median rather than the more commonly used midpoint of the zone of reasonableness 
as well as the proxy group of comparable utilities used to determine the zone of reasonableness. 

As previously discussed, the zone of reasonableness is open to interpretation based on the proxy group of 
utilities selected in the analysis. The zone of reasonableness can be challenged by complainants, which 
could result in a shift, most likely lower, in the range used by the FERC to determine allowed ROEs. 
Not only is there potential for a shift lower to the zone of reasonableness, but the FERC may also change 
how it selects the appropriate ROE within the zone. Historically, the FERC typically used the midpoint 
or average of the highest and lowest data points within the mne. However, there have been recent 
instances where the FERC has used the median point within the zone to determine the allowed ROE. 
The use of the median t y p i d y  results in a lower ROE and might signal a change in FERC policy. 
Although the difference is close to 250 bps, we do not expect this to have a significant impact on 
PG&E’s credit metria because of its diversified rare base as its transmission rate base of $4.5 billion 
projected for 2013 accounts for just 17% of PG&Es total rate base. 

Risks ks tncentive WOES 

Another potential challenge to transmission ROEs can be read into the FERC’s recently released 
November 2012 Transmission Policy Statement, which we believe signals a tightening of FERC 
standards for awarding incentive ROEs for new electric transmission projects. The Statement provides 
additional guidance, although not specific guidelines, on how it will determine whether a project should 
be awarded incentives including ROE adders. This guidance applies to future project applications and 
would not involve reopening incentive ROEs for existing projects. Although no applications for which 
the Policy Statement would be relevant have been decided, our view is that it is possible that there might 
be fewer adders awarded or that incentives might be lower than before. 

- ___. 

Since Order 679 of the Energy Policy Act of 2005 was implemented, the FERC has awarded numerous 
incentive ROEs, or adders to base ROES, for “risks and challenges” associated with transmission projects. 
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Figure 2 demonstrates what these adders look like for selected utilities. In addition, virtually all 
transmission owners that are members of RTOs receive a 50 bps adder to base ROE for membership in 
the RTOs; however, this RTO adder is not in  question with regard to the Policy Statement. 

FIGURE 2 

List of Seieded Utilities Comparing FERC Allowed ROES and State Allowed ROES 

FERC-Regulated Electric Transmission 

Adders (if any) 
State- Regulated 

I S 0  I RTO Total FERC Electric Rate Ease 
Parent Opco w / Electric Transmission B s e  ROE /wociat ion independence Authorized ROE ROE 

Duke Energy Corporation 

Duke Energy Carolinas 10.20% 10.20% 10.50% 

10.50% 10.80% Progress Energy Carolinas 10.80% 
- 

Progress Energy Florida 10.80% 10.80% 10.50% 

Duke Energy Indiana 12.38% 12.38% 10.50% 

Duke Energy Ohio-Kentucky 12.38% 
- ~ 

12.38%’ 10.63% 
~~ 

.- Northeast Utilities - 
Connecticut Light and Power Co 11.14% 0.50% 11.64% 9.40% 

Western Massachusetts Elearic C O . ~  11.14% 0.50% 11.64% 9.60% 
.- 

BB4 NSTAR LLC 

Public Service Co. of New Hampshire 11.14% 0.50% 11.64% 9 67% 
_- 11 14% 0.50% 11.64% - __ 

-I___ 

~~ ~~ 

PC&ECorp. Pacific Cas & Electric Company 8.6% 0.50% 9.1%2 10.4% -~ 
-~ 

-- ITC Holdings Corp. 
I_ 

ITC MidwestLLC 12.38% 12.38% NIA 

Michigan ELectric Transmission 12.38% 1.00% 13.38% NIA 
Company, LLC -- -- 

12.88% 1.00% 13.88% NIA International Transmission Company 

ITC Great Plains LLC 10.66% 0.50% 1.00% 12.16% NIA 
- 
I 

1. Duke Energy Ohio-Kentucky is currently 12.38% However, a FERC settlement case is pending which may result in a new rate of 11 38% if approved. 

2. PG&E is currently in litigation with the FERC requesting an ROE of 11.5% 

3.  Connecticut Light and Power and Western Massachusetts Electric are also associated with the NEEWS Project which has an authorized ROE of 12 89% during and after construction 

4. BB represents a B\ack-Box revenue settlement 

Source. Company filings 

The November 2012 Policy Statement, however, raises the bar for which projects would be awarded 
incentive ROEs. While the FERC indicated that it is continuing its commitment to incentivize and 
promote transmission investment, the Commission first wanted companies to apply other non-ROE 
incentives and risk mitigating strategies before applying for the ROE adders. The other incentives 
include CWP in rate base and recovery of pre-construction costs and prudently incurred abandonment 
costs. In terms of raising the bar for incentive ROEs, the Policy Statement suggested that applicants 
should not make assumptions that they would be awarded incentive ROEs if the project utilizes new 
technologies or if their project was deemed “non-routine”; rather the FERC would look at the total 
package of incentives in determining whether incentive ROEs are needed. 
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N\liotr-FERC Challenges 00 Trarusmissican Investment 

Outside the purview of the FERC, siting and permitting remain two significant regulatory challenges to 
transmission investment due to the need for approvals across multiple jurisdictions as well as negotiations 
with private citizens and businesses. The FERC recognizes the challenges faced on these matters and has 
in the past provided incentive adders for transmission investments across multiple jurisdictions, for 
which approvals may be more difficult to obtain and projects may take considerably longer to complete. 

Even in a single supportive jurisdiction, transmission development can take years from when the FERC 
grants its approval to when construction commences. An example of this can be seen with Westar Energy 
Inc.’s ((P) Baa2, Stable) Prairie Wind project in Kansas. The Prairie Wind project was announced in May 
2008 and received FERC approval in December of the same year. However, the project continued to 
obtain all necessary approvals from multiple jurisdictions through 201 1, and construction commenced in 
201 2. A more extreme ermple was AEP’s Wyoming-Jacksons Ferry transmission project. Siting and 
permitting for the AEP project began in 1991 with initial construction beginning in 2003 and completion 
of the line in 2006. Siting and permitting can take much longer in densely populated regions such as the 
Northeast and West Coast, and where the transmission lines cross national parlcs or environmentally or 
historically sensitive areas. 

Another example illustrating the high rislcs associated with siting a transmission line involves the 
announcement of a proposed transmission project in 2009 by the Transmission Agency of Northern 
Catifornia (TANC: Aa3, Stable), a group of 15 Northern California municipal utilities. TANC 
proposed a $1.5 billion 600-mile transmission line in northern California that could deliver up to 4,000 
megawatts of renewable energy to Sacramento and the Bay Area. However, opponents such as 
landowners and farmers aggressively fought the project based on their fears of how the transmission line 
could impact property values, farming operations, and general aesthetics along the path. Furthermore, 
opponents were concerned that the utilities could use their power of eminent domain to take ownership 
of private property. As financial supporters to the project backed out due to fear of potential lawsuits, 
TANC ultimately canceled the project only a few months after its proposal. Cases like these reveal the 
difficulty in getting the requisite approvals for a proposed transmission project, let alone the actual 
rights-of-way. These are the barriers that FERC, seeks to overcome by offering incentive rates, even 
though transmission, once constructed, has a lower business risk profile than other utility investments. 

Low LiEteMwmd of Across-the-Board ROE Cuts 

For most utilities, a significant reduction of FERC allowed base ROES is relatively unlikely and, if it did 
occur, would be relatively far out in the horizon. The base ROES that apply to a utility’s transmission rate 
base are typically similar across an individual RTO, and the ROES for most utilities were established several 
years ago. Unlike ROES determined by state PUCs for electric and gas rate base, a company’s FERC 
authorized base ROE is not revisited on a regular basis; historically, it has only occurred via complaint 
filings by intervenors as discussed above or if the utility applies for a change in ROE. 

In the New England case, there has been a long history of concerns raised regarding transmission ROE in 
those jurisdictions, which has not typically been the case in other regions. Moreover, legal costs related to 
the proceedings following a complaint are substantial, which provides some deterrent against interventions. 
In addition, the FERC has a limited bandwidth from an organizational perspective, so the more complaints 
that are filed, the more likelihood of delays in resolution. While all of these factors suggest barriers to 
further intervenor complaints, there is the possibility that a significant win for intervenors in terms of a 
lower ROE in the highly publicized New England case could spur other intervenors to think that they 
could be successful in reaching a similar outcome. 
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Potenkiai Credit h p a c t s  of Lower Transmission ROES 

Pure play transmission companies such as ITC Holdings Corp. and American Transmission Company 
(ATC: Al,  Stable) would be most affected by reduced ROEs, while other sizeable transmission owners, 
such as Northeast Utilities and Pacific Gas Br Electric Company would not be significantly impacted 
because of their diversified rate base. 

Although we view there to be a low likelihood of across-the-board intervention, we present our analysis 
of the impact of a reduaian in allowed ROEs to a sample of the largest transmission owners, including 
both vertically integrated utilities and transmission-only companies, in Figure 4. As shown in Figure 3, 
AEP is the largest owner of transmission assets based on total transmission assets on the Balance Sheec, 
followed by Duke Energy (Baa2, Stable), The Southern Company (Baal, Stable), PG&E, FirstEnergy 
Corp (Baa3, Negative), and Edison International (Bad, Stable). It is worth noting that a significant 
portion of AEP's transmission assets are located in Texas and are therefore not subject to FERC 
regulation, because the Electric Reliability Council of Tern  (ERCOT) interconnection is wholly 
intrastate and governed by the Public Utility Commission of Texas. 

FIGURE 3 

Transmission Plant: Assets 1's. Total Electric Utility Plant Assets 

2011 Parent Company Total $ in millions 
Total Electric Utility 

Transmission Plant Assets Plant h s e h  Transmission % of Total 

$9,048 $55,670 16% - American Electric Power Company, Inc 
~ 

Duke Energy Corporation 8,231 75,289 11% 

Southern Company 8,165 55,457 15% 

17% PG&E Corporation 6,695 38,946 

FirstEnerev CorD 6.549 27.842 24% 

- 
- 

~ 

Edison International 
~ ~ _- 

6,109 35,724 17% 

MidAmerican Energy Holdings Company 5,251 33,222 16% 

Entergy Corporation 5,103 34,132 15% 

Xcel Energy Inc 5,091 27,706 18% 

32% Oncor Electric Delivery Company LLC' 4,919 15,227 

Northeast Utilities 4,671 16,763 28% 

Exelon Corporation 4,513 24,897 18% 

I_- 

~- 
__- 

PacifiCorp 4,500 22,770 20% 

27% National Grid USA 4,391 15,998 

NextEra Enernv. Inc 3,870 31.500 12% 
~ - "  _. 

~ 

Dominion Resources, Inc 3,814 
~ ~_ 

25,344 15% _~ 
ITC Holdings Corp. 3,750 4,100 91% 

Consolidated Edison, Inc 3,617 2'1,018 17% 

American Transmission Company LLC 3,540 3,641 97% 

Commonwealth Edison C.ompany 3,297 18,785 18% 

Public Service Enterprise Group Incorporated 2,441 9,525 26% 

Pepco Holdings, Inc. 
1 Parent Energy Future Holdings Corp 
Source: SNL Financial 

.- 
2,386 10,791 22% -- 

Our analysis shows that the potential reduction in transmission ROEs by 200 basis points would not 
have a significant impact on earnings or credit metria for vertically integrated utilicies, given the smaller 
share of their transmission assets relative to their other businesses. The impact on stand-alone 
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transmission companies would be larger; however, the deterioration in credit metrics would not be 
significant enough to drive ratings lower in the short-term. With that said, if the reduction in allowed 
ROEs by the FERC were to signal a less constIuctive regulatory environment for transmission owners, 
downwards rating pressure could develop in the intermediate to long-term. As shown in Figure 4, we 
estimate a potential impact on earnings, cash flows, and rash flow to debt coverage of 200 bps reduction 
in authorized ROEs, which has been the typical reduction in ROErecommended in several of the recent 
complaints. 

~- __ ~- 

FIGURE 4 

impad ow Selected Utilities of Potential WOE Reduction 

American 
Transmission Pacific Gas & 

Issuer Company Duke Energy' ITC Holdings Nortlieast Utilities EIectric 

Rating AI Baa2 Baa2 Baa2 A3 

Year -data available 2012 2011 2012 2012 2011 

Transmission Rate Base - ($ millions) $2,687.0 $4,029.8 $3,200.0 $4,200.0 $3,600.0 

Assumed Equity Ratio 50% 50% 60% 50% 50% 
-- 

Earnings Impact ($ millions) of ZOO bps ROE reduction $26.9 $40.3 $38.4 $42.0 $36.0 
---. - 
Fiscal Year Net Income $237.4 $1,706.0 $187.9 $529.5 $835.5 

Impact of ROE reduction as % Net Income 11 3% 2 4% 20 4% 7 9% 4.3% 

'-?act of ROE reduction as % of cash Flow pre-WC 7 9% 10% 11.6% 3.0% 0 9% 

"- - ~ -  
$338 7 $3,925.3 $332 3 $1,416 8 $4,226 5 --- _I- 

CFO pre-WC 

~~ - . Moody's Adjusted Debt $ 1,776 5 $21,763.0 $3,187.3 $10,955.0 $16,891.5 -__-____- 

- (CFO Pre-WC/ Adjusted Debt) before ROE reduction 19.1% 18.0% 10 4% 12.9% 25 0% 

Subfactor Rating per RM before ROE reduction Baa Baa Ba Ba A - - 
Subfactor Rating Range per RM 13-22% 13-22% 5-13% 5-13% 22-30% 

CFO Pre-WC after ROE reduction $311.8 $3,885.0 $293.9 $1,374 8 $4,190.5 

(CFO Pre-WC/ Adjusted Debt) after ROE reduction 17 6% 17.9% 9.2% 12.5% 24.8% 

reduction 

--- 
- 

Change in (CFO Pre-WC/Adjusted Debt) after ROE -1 5% -0.2% -12% -0 4% -0.2% 

-~ 

Baa Baa Ba 8a A __ Subfactor Rating per RM after ROE reduction 

Note All ratios are calculated using Moody's Standard Adjustments 

1 Duke Energy figures represented are pre-merger wlth Progress Energy 

RM Regulated Electric and Gas Utilities Rating Methodology, August 2009 

Source Moody$ calculations, Companyfilings, MISO, SPP, PJM, FERC 

In our analysis, we examine the transmission rate base of several integrated utilities, assuming a 50% 
debt-to-equity capital structure, and look at the impact on net income and cash flows. Note Khat our 
analysis takes a conservative view on the impact of net income and cash flow as we assume the reduction 
in revenue due to the reduced ROE flows directly to the bottom line without adjusting for the impact in 
marginal costs. Our analysis includes the latest rate base amounts available for the selected companies. 
For example, the impact of a 200 bps reduction in transmission rate base ROE for Duke Energy would 
be approximately $40 million or about a 1 % decrease in cash flow from operations, which would have 
resulted in Duke's ratio of cash flow from operations pre-working capital to adjusted debt to decline 
from 18.0% to 17.9% for FY2011. 
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ITC Holdings is authorized to use an assumed 60% 140% equity-to-debt ratio. Our analysis shows a 
200 bps reduction in ROE, would result in an  approximate $38 million or 11.6% reduction in cash flow 
from operations and the mmpany’s ratio of cash flow pre-working capital to adjusted debt from 10.4% 
to 9.2% for FY2012. For ATC, the reduction in cash flow would be about $27 million or 7.9%, and 
the ratio of cash flow from operations pre-working capital to adjusted debt would decline from 19.1 % to 
17.6%. Although our analysis shows ITC Holdings and ATC as having the largest impact as a result of a 
potential 200 bps reduction in ROE, the changes to cash flow and the ratio of cash flow pre-working 
capital to adjusted debt alone are not considered meanin@ enough to move their overall ratings. 

Why the FERC Wit6 Continue ta Suppctrt: Fserthcr Envestment 

The need to augment and bolster the nation’s transmission infrastructure remains strong, such that the 
FERC will likely refrain &om doing anydung too drastic such that the Commission disincentivizes 
further investment. EEI’s annual survey “Transmission Projects: At A Glance,” published in March 
2013, states that total transmission investment was $1 1 .I billion in 201 1 and is forecast to peak at $15.1 
billion in 2013. The report identifies 150 projects planned by utilities totaling $51 billion of investment 
through 2023. 

This is still just a fraction of transmission planned across the U.S., when unregulated transmission 
development is also considered. Large drivers for the need of increased transmission investment include 
the aging of existing infrastructure, the expected increase in future load growth as well as the need for 
expansion to rural areas of the country. In addition, as renewable energy continues to grow to become a 
larger portion of the country’s energy generation, increased transmission infrastructure will be needed to 
integrate renewable resources. Of the $51 billion of projects identified in EEI’s latest report, 76% were 
related to supporting the integration of renewable generation, which involves bringing renewable energy 
resources, some of which are located in remote and less populated locations, onto the grid. The 
likelihood of increasing renewable portfolio standards in certain regions will also require the need for 
additional transmission. Another important reason for increased transmission investment and further 
infrastructure upgrades relates to cyber security and the increased need to safeguard against terrorist 
attacks on the 1J.S. electricity grid. 

The supportive stance the FERC has taken on transmission investment since the passing of the Energy 
Policy Act of 2005 has clearly made a sizeable impact on transmission investment in the U.S., as shown 
in Figure 5. Prior to 2006, transmission investment averaged about $6 billion per annum from 1999 
through 2005. However, since the EPA Act of 2005, which became effective in September 2006, 
transmission investment has risen every year, with total investor owned utility transmission investment of 
over $15 billion planned in 20 13. The annual average transmission investment from 2006 through 
2012 is estimated to be over $10 billion. 
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FIGURE 5 
Transmission investment by Investor Owned Utilities 
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Order 1000, another landmark FERC rule that was issued in July 201 1, builds upon Order 890, which 
required transmission planning based on open, transparent and coordinated processes. Order 1000 is an 
attempt to establish more certainty around cost allocation and recovery of investment. Transmission 
owners had previously suggested that the uncertainty in cost recovery inhibited further investment. 
However, the impact of FERC 1000 on investor-owned utilities remains somewhat uncertain because of 
the delays and lack of clarity in implementation. In addition, Order 1000, while encouraging equitable 
cost allocation and recovery, seeks to promote a more coordinated effort amongst transmission owners to 
develop and build an integrated regional transmission network, which should improve and enhance 
reliability and reduce transmission congestion. 

Furthermore, to promote competition in regional transmission planning, Order 1000 requires the 
removal of rights of first refusal (ROFR) from Commission-approved tariffs and agreements for certain 
new transmission facilities. As a result, incumbent utilities will no longer maintain the federal right of 
first refusal to build, own and operate large-scale transmission projects that are located within their 
service territory. W h i l e  we admowledge that this allows other utilities to encroach on an incumbent 
utility’s service territory, we believe this provides increased opportunities for future transmission asset 
growth and expansion, particularly for pure play transmission owners, like ITC Holdings and ATC. 
However, the degree of supportiveness cannot be determined until FERC provides guidance for 
implementation of this regulation, which has currently been delayed. 

W e  we believe the likelihood for additional complaints and ROE protests will continue and may likely 
increase, we also believe the FERC will adjudicate each complaint on a case by case basis. As such, we do 
not believe that an outcome on one complaint fding will necessarily set precedent for all complaints 
across the country. Rather, an outcome on a particular case may have an impact on other complaint 
fdings in the same region. With that said, each complaint fding is distinct in itself involving different 
circumstances and a diverse set of stakeholders, who will impact each case in different ways. Although 
the Commission’s authorized ROEs are garnering much attention today, it is noteworthy that the 
transmission fee component, on average, is less than 10% of a consumer’s monthly utility bill. As such, 
we believe FERC-allowed ROES, on average, will remain higher than those governed by Public Utility 
Commissions. However, we would view any sustained downward pressure to existing or future ROEs as 
a credit negative, and a change to the FERC‘s historically constructive stance would be a material credit 
negative. 
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Appendix k. 
- _ _ ~  

List of Additional FERC Complaints 

Complainants (or FERC) 
Docket No. Utility(ies) Complainan+) Current (or proposed) ROE Requested ROE 

EL1 1-66 Bangor Hydro-Electric Massachusetts Attorney 11.14% 9.2% 
Central Maine Power 
National Grid 
NextEra 
NSTAR LLC 
NE Utilities 
CL&P 
WMECO 
Public Service Co of NH 
United Illuminating 
Unitil 
Vermont Transco 

(d/b/a Progress Energy Florida) 

General, et al. 

-----___I. - 
EL12-39 Florida Power Corporation Seminole Electric Cooperative 10 8% 9.02% 

Florida Municipal Power 
Agency 

Cooperative 

- ~- 
EL12-59 Southwestern Public Service Co. Golden Spread Electric 11.27% 9.65% 

EL12-61 Cleco Power, LLC City of Alexandria, LA 10.5% 8.55% 
Louisiana Energy and Power 
Authority 
The Lafayette Utilities System 

Lines 
Yampa Valley Electric Assoc. 
intermountain Rural Electric 
Assoc. 
Tri-State Generation &Trans. 
Assoc. 

- - - ~ -  
77 Public Service Co. of Colorado Grand Valley Rural Power 10.25% 9.15% 

~- -- -- 
EL12-84 Maine Public Service Co. MPS Customer Group 10.5% 8.83% 

EL12-101 Niagara Mohawk Power Corp. (d/b/a New York Association of 11.5% 9.49% 
National Grid) Public Power (inclusive of 50bps adder) (inclusive of 50bps adder) 

EL13-16 Niagara Mohawk Power Corp (d/b/a Municipal Electric Utilities 11.5% 9.25% 
(inclusive of 50bps adder) 

ELI 3 -3 3 Bangor Hydro-Electric ENE (Environment Northeast) 11.14% 8 7% 

-- 

National Grid - NYISO) Association of New Yorlc (inclusive of 50bps adder) 

~~- 
Central Maine Power Great Boston Real Estate 
National Grid Board 
NextEra National Consumer Law 
NSTAR LLC Center 
NE Utilities NEPOOL industrial Customer 
CL&P Coalition 
WMECO 
Public Service Co. of NH 
United illuminating 
lJnitil 
Vermont Transco 
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List QF Additional FERC Complaints 

Complainants (or FERC) 
Docket No. utilit)r(ies) Compleinant(s) Current (or proposed) ROE Requested ROE 

EL13-48 Baltimore Cas (L Electric Company Delaware Div. of the Public 10.8% (for projects before 
Pepco Holdings, Inc. Advocate 2006) 
Delmarva Power & Light Company 

11.3% (for projects after Atlantic City Electric Company Corp. 

Potomac Electric Power Company Delaware Public Service 2006) 

Delaware Municipal Electric 

Commission 
Maryland Office of People’s 
Counsel 
Maryland Public Service 
Commission 
New Jersey Board of Public 
Utilities 

8.7% 

New jersey Division of Rate 
Counsel 
Office of the People’s Counsel 
of DC 
Public Service commission of 
DC 

~ 

Source: LEI, Company Filings, FERC 

NO. 2013-00126 
13 MAY9,2013 SPECIAL COMMENT: MAY THE FERC BE WITH YOU. FERC REMAINS SUPPORTIVE OF ELE&~M%~&%&WS~ $0 KIUC-1-6 

BUTREGULATORY RISKSARE GROWING Page 73 of 308 



List of Other ROE Challenges 
Complainants (or FERC) 

Complainant(s) Current (or proposed) ROE Requested ROE 
I---.- . - ~ -  - Docket No. Util i( ies) 

ER12-2701 Pacific Gas and Electric California Public Utilities Commission 11.5% 9.1% 
Company California Department of Water Of 5°bPs adder) (inclusive of 50bps adder) 

Resources State Water Project (SWP) 
Cities of Anaheim, Azusa, Banning, 
Colton, Pasadena, and Riverside, 
California 
Cities of Redding and Santa Clara, 
California 
M-5-R Public Power Agency 
Modesto Irrigation District 
Northern California Power Agency 
Sacramento Municipal Utility District 
State Water Contractors 
Transmission Agency of Northern 
California 

~ 

ERll-3697 Southern California Edison Arizona Electric Power Cooperative Inc. 12.6% 11.03% 
Company Atlantic Path 15, LLC (inclusive of 1lObps adders) (inclusive of 1lObps adders) 

California Department of Water 
Resources State Water Project 
Cities of Anaheim, Azusa, Banning, 
Colton, Pasadena, and Riverside, 
California 
City of Los Angeles Department of Water 
and Power 
City of Santa Clara 
City of Redding, California 
Energy Producers and Users Coalition 
Modesto irrigation District 
M-5-R Public Power Agency 
Northern California Power Agency 
Pacific Gas & Electric Company 
Public Utilities Commission of the State 
of California 
San Diego Gas & Electric Co 
State Water Contractors 
Transmission Agency of Northern 
California 

Source: EEI, Company Filings, FERC 
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From: 
.e '. Billie Richert 

Monday, April 29,2013 9:20 AM 
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
W: FYI - Update 

Sent: Monday, April 29,2013 9:19 AM 
To: david-bodek@standardandpoors.com 
Subject: FW: FYI - Update 

Please see following press release. 

press release 

April 29,2013, 9:20 m i .  EDT 

Y, CA, Apr 2 4 2 0  I3 (Marketwired via CO X >  -- Century Aluminum Company 
/quates/zign?an/59~O8/quotes/nls/cermx CENX +6.08% announced today that its wholly owed subsidiary 
has entered into a definitive agreement to acquire substantially all ofthe assets 
aluminum smelter from a subsidiary of Itio Tints Alcan, Inc. Sebree, located 
County, Kentucky, employs over 500 men and women and has an annual production capacity of 
205,000 metric tom of primary salcsmainum. 

e are well acquainted with the Sebree smelter and its excellent management team and 
talented group of employees," commented Michael Bless, President and CEO. "We believe that, 
with these facilities under common ownership, we will derive real benefits in better serving 
customers sand through improving both operations with the sharing of best practices in safety, 
technical and operational practices md procedures. My colleagues and I are XK~OUS to welcome 
Sebree's men and women into the Century group of companies." 

I s V -  I.>elieve Sebree, like Hawesville, is globally competitive in every area other than the cost of 
pr er," continued k/Hr. Bless. "Maintaining operations at these plants, md the thousands of 
direct and indirect jobs they provide and s u p p ~ ~ t ,  is critical for the entire western Kentucky 

1 
Case No. 2013-00125 

Attachment for Response to KIIJC-1-5 
Page 76 of 308 

mailto:david-bodek@standardandpoors.com


commity .  Gaining access to competitive energy is a crucial for the continued viability of 
these plants, and we hope that the tentative agreement we have reached for Hawesville will be 
th- first step towards obtaining market priced power." 

Pursuant to the terns of the agreement9 Century will acquire the smelter for $61 million in cash 
(after $4 million in purchase price deductions) and will receive $71 million in working capital, 
subject to customary adjustments. As part of the transaction, RTA will retain all historical 
environmental liabilities of the Sebree smelter and has agreed to fully k n d  the pension plan 
being assumed by Century's subsidiary at closing. 

The transaction is subject to certain closing conditions, including the consent of Kenergy Cop. 

2014. 
ent ofthe smelter's existing p w e r  contract, which will terminate on J 

Century ~ l ~ i n . ~  Company o m s  primary a ~ ~ r n i n ~ ~  capacity in the United States and 
Iceland. Century's corporate offices me located in Monterrey, Calif. More information can be 
found at ~ . c e n ~ ~ s e l u m i n u r n . c o m .  

Cautionary Statement 

This press release contains "forwmd-looPg statements'' within the meaning of the Private 
Securities Litigation Refom Act of k 995. Forward-loobg statements are statements about 
f 
caase our actual results to diRer materially fkom those expressed in our forward-looking 
statements. Such risks send uncertainties may include, without limitation, h-ther declines in 
alunnktm prices or kcreases h our operating costs; worsening of global financial and 
economic conditions; our ability to successfully obtain long-term competitive power 
arrangements for the Hawesville and Sebree plants; and our ability to obtain the necessary 
consents and satisfy the necessary conditions to complete the acquisition of the Sebree plant. 
Forward-looking statements in this press release include statements regarding our ability to 
complete the acquisition ofthe Sebree plant, derive benefits fiom the common ownership of the 
$&see and Hawesville plants and obtain competitive power contracts for the Hawesville and 
Sebree plants. More infomation about these risks, uncertainties and assumptions can be found 
in the risk factors and forward-looking statements cautionary language contained in our h u a l  

eport ora Form 10-IC and in. other filings made with the Securities and Exchange Commission. 
We do not undertake, and specifically disclaim, any obligation to revise any forward-looking 
statements to reflect the accmence of h t u r e  events or circumstances. 

ve, not past, events and involve certain important risks send uncertainties, any of which could 

Certified Advisors for the First North market of the O M  Nordic Exchange Iceland hf. f ~ r  
Global Depositary eceipts in Iceland: 

A 
E-fiemgason, Director -- Corporate Finance, Landsbankinn hf. 

3 Gudmundssosn, Senior Manager -- Corporate Finance, Landsbankim hf. Steingimur 
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Zifie rnched, CPg, CYiT  
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

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

- -------- --I-.-..... - 
T irmation contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
CC, 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

A i a l  and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 

-___.- 
This email has been scanned by the Symantec Email Securitydoud service. 
For more idormation please visit htb://m.swnanteccloud.com 

"#7536058 12v3 - USA - - Century Press Release.docx" deleted by Dennis Pidherny/pfNUC/F-I] 
[attachment --- 

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

This e-mail has been scanned by the MessageLabs Email Security System. For more infomation, please visit 
m//www.niessageI abs.com/eniail . 

3 
Case No. 2013-00126 

A t t a c h m e n t  for Response t o  KIUC-1-6 
Page 78 of 308 

http://htb://m.swnanteccloud.com


From: 

Suoject: 
Attachments: 

Billie Richert 
Monday, April 29,2013 8:17 AM 
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@rnoodys.corn) 
FYI 
#753605812v3-USA- - Century Press Release.docx 

&fie Rjched CPg, C3TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, Io’ 42420 

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

-- II_ 
I 

The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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F--m: Billie Richert 
Thursday, April 25,2013 3:23 PM 
'Rose, Kevin' 
RE: Member Co-ops 2012 financial information 
Form 7 - December 31, 2012 - RUS Version.pdf 

Subject: 
Attachments: 

Per your request. 

From:: Rose, Kevin [mailto:Kevin.Rose@moodys.com] 
Sent: Thursday, April 25, 2013 10:07 AM 
Tag Billie Richert 
Subject: RE: Member Co-ops 2012 financial information 

Billie: 

Thanks for sending the member financials. Since Jackson information was from an audit and not the Form 7, I don't 
have the Residential KwH they sold in 2012, nor the total Kwh sold. If they have a form 7, please send that, which 
should suffice; otherwise if you could obtain that, then I can calculate the aggregate member residential KwH sold as 
percentage of the member aggregate total.. 

Regards, 

Kevin 

I Rose 
GJwaJ 1nfj.astt.ucture and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moody&gg 

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

www moodvs .corn 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, April 24, 2013 5:41 PM 
To: Rose, Kevin 
Slebject: Member Co-ops 2012 financial information 

Kevin, 
Please find attached 2012 financial information for Mead County and Jackson Purchase. I'm sti l l  waiting to hear back 
ft :energy. 

Billie 
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Bifie Rjchert  @'PA C9TQ 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 

Third Street 
h,,tderson, KY 42420 

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

I_ 

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

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

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

__________.-___I______________________I__- 
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Frn'lP: 

Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Thursday, April 25,201 3 10:07 AM 
Billie Richei-t 
RE: Member Co-ops 2012 financial information 

Billie: 

Thanks for sending the member financials. Since Jackson information was from an audit and not the Form 7, I don't 
have the Residential Kwti they sold in 2012, nor the total Kwh sold. If they have a form 7, please send that, which 
should suffice; otherwise if you could obtain that, then I can calculate the aggregate member residential KwH sold as 
percentage of the member aggregate total.. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
21 2.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 

Moody's hivestors Service 
7 -Id Trade Center 
i reenwich St. 
New York, NY 10007 

www.moodvs.com 

rom: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, April 24, 2013 5:41 PM 
Bo: Rose, Kevin 
Saabjeck Member Co-ops 2012 financial information 

Kevin, 
Please find attached 2012 financial informatian for Mead County and Jackson Purchase. I'm still waiting to hear hack 
from Kenergy. 

Billie 

Ni% Bchert CPg, C W P  
VIP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
2C' 3 i r d  Street 
Ht 2rson, KY 42420 

Corporate: (278) 827-2561 
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Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

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

--- ...-I---.." -.I_- .̂ ._. 11.-_ __- ____ - , ~  --,--.--. IyI 

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

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

__________-_--------______________I_____- 
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Fmtn: 
r 

L 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Thursday, April 25,2013 10:07 AM 
Billie Richert 
RE: Member Co-ops 2012 financial information 

Billie: 

Thanks for sending the member financials. Since Jackson information was from an audit and not the Form 7, I don't 
have the Residential KwH they sold in 2012, nor the total Kwh sold. If they have a form 7, please send that, which 
should suffice; otherwise if you could obtain that, then I can calculate the aggregate member residential I<wH sold as 
percentage of the member aggregate total.. 

Regards, 

Kevin 

Kevin Rose 
Global Infiastructuse and Fiimce Group 
2 12.SS3.0389 tel 
646.256.2741 mobile 
2 12.298.6466 fax 
kevin.rose(ii>,moodvs.com 

Moody's Iiivestors Service 
7 - -Id Trade Center 
2. reenwich St. 
New York, NY 10007 

www.moodys.com 

__I.-." .--.-_._l----._l-.. ----- I_-.-- .-. __  - . .... ~ ~ 

From: Billie Richert [rnailto:Biliie.Richert:@bigrivers.corn] 
Sent: Wednesday, April 24,2013 5:rP.l PM 
To: Rose, Kevin 
~ubjed: Member Co-ops 2012 financial information 

Kevin, 
Please find attached 2012 financial information for Mead County and Jackson Purchase. I'm st i l l  waiting fa hear back 
from Kenergy. 

Billie 

%&e @died CPg, CgTP 
VP Accounting, Rates and CFQ 
Big Rivers Electric Corporation 
2r. 3 r d  Street 
HL xson, KY 42420 

Corporate: (270) 827-2561 
Case No. 2013-00126 
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Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

._____.- 

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

---I__-.. ----.------~.--_-_-------.---- _I_ 

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

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or  agent responsible far delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e--mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. YOU should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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Fr-3: Billie Richert 

Subject: Kenergy’s 2012 Audited Financials 
Attachments: 2012 Kenergy Audikpdf 

Thursday, April 25,2013 8:23 AM 
I Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 

Per attached. 

&fie Rjc6wt c P ~ ,  C3TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, ICY 42420 

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

-.l 

The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retranSmiSSiOn, dissemination or other use of, or taking OF any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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From: Billie R i c h e ~  
e .  

Sbw,ect: Kenergy's 2012 Financial Report 
Attachments: 

Wednesday, April 24,201 3 5:18 PM 
Rose, Kevin .:Kevin.Rose@moodys.com> (Kevin.Rose@rnoodys.com) 

Kenergy - RUS Form 7 - Dec. 2012.pdf 

Per attached. 

B i h  echeert, CPg, CWP 
VP Accounting, Rates and CFQ 
Big Rivers Electric Corporation 
201 Third Weet 
Henderson, KV 42420 

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

I_ _y ---- 
The information contained in this transmission is intended only for the person O r  entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission. dissemination or other use of, or taking of any action in reliance upon, this infomation by persons or 
entities other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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From: Billie Richert 
c Wednesday, April 24,2013 4:41 PM 

Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
Member Co-ops 2012 financial information 
Financial Statements-JPEC-2012.pdf; Mead County - 12-31-2012 Year End.pdf 

Slrqect:  
Attachments: 

Kevin, 
Please find attached 20112 financial information for Mead County and Jackson Purchase. I'm still waiting to hear back 
from Kenergy. 

Billie 

M% R i c h &  CPS, C W P  
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 4-2420 

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

The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entitias other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
dr 'le material from your/any storage medium. 
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F 6 - X  

1 
Subject: 

C 
Billie Richert 
Thursday, April 18, 2013 1 :27 PM 
Rose, Kevin cKevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
FOIIOW-UP 

Kevin, 
Listened to your voicemail. Can we arrange to speak tomorrow - any time after 3:OQ EST ? Our board meeting is in the 
morning and then I have back to back meetings until 1:30. 

Piease let me know. 

Thank YOU and hope you are doing well. 

%fie Rjched CPS, CWP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, ICY 42420 

Corporate: (270) 827-2561 
Office 5irect: (270) 844-6190 
Mobile: (270) 577-6221 

I_, -I__ I~----.l..I_------.*-I -_I__-- 

Th- ' -Gomation contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
CI 
en, 
delete the material from yourlany storage medium. 

itial and/or private nature. Any review, R?trat'iSmiSSiOn, dissemination or other use of, or taking of any action in reliance upon, this information b)! persons or 
, other than the intended recipient is not allowed. If you reCeiVe this message and the information contained therein by error, please contact the sender and 
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F--?IP: Rose, Kevin <Mevin.Rose@moodys.corn> 

L Rose, Kevin 
Subject: 
Attachments: 

Importance: High 

Monday, April 15, 201 3 10:43 AM 

Updated U.S. Electric G&T Cooperative rating Methodology 
G&T Coop Methodology April 15 201 3.pdf 

FYI, the attached was published earlier today. 

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

Moody's lnvestors Service 
7 World Trade Center 
2.50 Greenwich St. 
New York, WV 10007 

wwrw.moodvs.com 

- ____I_____________-_____________I____ 

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

This rating methodology explains Moody’s approach to assessing credit risk in the T.J.S. 
electric generation & transmission cooperative sector (G&T co-ops). This methodology is 
intended as a reference tool to use when evaluating credit profiles within this sector, helping 
issuers, investors, and other interested market participants understand how key qualitative 
and quantitative risk characteristics are lilcely to affect rating outcomes. This methodology 
does not include an exhaustive treatment of all factors that are reflected in Moody’s ratings, 
but should enable the reader to understand the qualitative considerations and financial 
information and ratios that are usually most important for ratings in this sector. 

This rating methodology supersedes the Rating Methodology for U.S. Electric Generation & 
Transmission Cooperatives published in December 2009. While this updated framework is 
based upon the same core principles as the December 2009 methodology, its scope has been 
broadened to include an additional cooperative and incorporates refinements in our analysis 
that better reflect key credit fundamentals of this sector. No rating changes will result from 
publication of this rating methodology. 

This report includes discussion of the five rating factors and sub-factors included in the 
rating grid. The purpose of the rating grid is to provide a reference tool that can be used to 
approximate credit profiles within the U.S. electric generation & transmission cooperative 
sector. The grid provides summarized guidance for the factors that are generally most 
important in assigning ratings to these entities. The grid is a summary, and as such, does not 
include every rating consideration. The weights shown for each factor in the grid represent 
an approximation of their importance for rating decisions but actual importance may vary 
significantly. In addition, the illustrative mapping in this document uses historical results 
while our ratings are based on forward-looking expectations. As a result, the grid-indicated 
rating will not match the actual rating of each entity in every case. 

. . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . .  .... Case N Q ~  2013-00126 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  h6t,&&ierit; f6EXRBGpojn’s’e: to KIUC-1-6 
. . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . .  
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The grid contains five factors that are important in our assessment for ratings in the U.S. electric 
generation & transmission cooperative sector. 

1. Long-Term Wholesale Power Supply Conuacts/Regulatory Status 

2. Rate Flexibility 

3. MemberIOwner Profile 

4. Financial Metrics 

5. Size 

Certain factors also encompass a number of sub-factors or metria that we explain in detail. Since an 
issuer’s scoring on a particular grid factor sometimes will not match its overall rating, in the Appendix 
we include a discussion of some “outliers” - cooperatives whose grid-indicated rating differs 
significantly from the actual rating. 

We note that our rating analysis in this sector covers factors that are common across all industries as 
well as factors that can be meaningful on a company or sector-specific basis. Our ratings incorporate 
qualitative considerations and factors that do not lend themselves to a transparent presentation in a 
grid format. The grid represents a decision to avoid greater complexity that would result in grid- 
indicated ratings that map more closely to actual ratings, in favor of simple and more transparent 
presentation of the factors that are most important for ratings in this sector most of the t i e .  

Highlights of this report include: 

)) 

)) 

B 

)) 

An overview of the rated universe 

A summary of the rating methodology 

A description of the key factors that drive rating quality 

Comments on the grid assumptions and limitations, including a discussion of rating 
considerations that are not included in the grid. 

The Appendices show the full grid (Appendk A); a table that lists the grid output for covered issuers 
with explanatory comments on some of the more significant differences between the grid-implied 
rating for each sub-factor and our aaual rating (Appendix B); a brief sector overview (Appendix C); 
and a discussion of key rating issues for the U.S. electric generation & transmission cooperative sector 
over the intermediate term (Appendix D). 

This methodology describes the analytical framework used in determining credit ratings. In some 
instances OUT analysis is also guided by additional publications which describe our approach for 
analytical considerations that are not specific to any single sector. Examples of such considerations 
include but are not limited to: the assignment of short-term ratings, the use of credit estimates and 
country ceilings, the relative ranking of different classes of debt and hybrid securities, how sovereign 
credit quality affects non-sovereign issuers, and the assessment of credit support from other 
entities. Documents that describe our approach to such cross-sector methodological considerations 
can be found at http://www.moodvs.com under the Research and Ratings directory. 
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An electric generation & transmission cooperative is a not-for-profit rural electric system whose 
primary function is to provide electric power on a wholesale basis to its owners. These owners are 
comprised of a group of distribution co-ops and in some instances may also include other G&T CD- 

ops. Each distribution’ cooperative sells power on a retail basis to its customers, who are the members 
that own the distribution co-op. 

Moody’s currently rates 18 U.S. electric GBrT cooperatives, included among which are many of the 
larger G&T co-ops and a growing number of the medium to smaller-sized ones. The group of 18 has 
approximately $31.8 billion of debt outstanding. All except one of these issuers are currently rated 
investment grade with 15 carrying a stable outlook, two having a positive outlook and one being under 
review for possible downgrade. The 17 investment-grade G&T cooperatives currently occupy the 
single-A to mid-Baa range and the lone non-investment-grade G&T cooperative is rated Bal and 
under review for possible downgrade. 

The credit profile of G&T co-ops on the whole is stable. Since December 2009, we added Seminole 
Electric Cooperative to our rated universe, bringing the total to 18 in all. In addition to the new 
rating assigned for Seminole Electric, we assigned an A1 senior secured rating for Arkansas Electric 
Cooperative, an A3 senior secured rating for PowerSouth Electric Cooperative, and an A3 senior 
secured rating for South Mississippi Electric Power Association, marking the first time we rated that 
class of debt for those three entities. Other rating actions in the U.S. electric generation & 
transmission cooperative sector since December 2009 included five downgrades, three upgrades, one 
outloolc change to negative from stable, three outlook changes to stable from negative, and two 
outlook changes to positive from stable. 

Meanwhile, G&T CO-OPS, in large part, maintain sound credit quality reflecting the strong contractual 
bonds with member owners under long-term wholesale power supply contracts, rate setting autonomy, 
and conservative management of their businesses by: 

)) using long term supply planning to diversify their supply mix, while managing the current tepid 
demand growth 

)) tightly controlling operating costs, 

)) 

)) carefdly attending to liquidity. 

G&T co-ops are similar to investor-owned utilities (IOUs) and Municipal and Public TJtilities 
(Municipals) as they all operate in a capital intensive industry and provide an essential service. While 
all three subsets of the U.S. power sector strive to provide safe and reliable electric service at the lowest 
possible cost, the G&T co-ops and the Municipals are not fol profit entities, so they are not influenced 
by the profit generating motives that can sometimes influence strategic operating and financial 
decisions made by the IOUs. Revenue stability and predictability tends to be higher for both G&T co- 
ops and Municipals because of the rate setting autonomy that exists, whereas IOTJs can experience 
more variability due to rate regulation that governs the rate setting process for them. Financing sources 
vary across the three sectors. IOUs primarily rely on the capital markets, including through issuance of 
common stock, whereas the Municipals fund their operations primarily through tax-exempt debt 
issuance in the public and private capital markets, while the G&T co-ops rely extensively on loans 

increasing rates when necessary, and 

.,d$s would apply this methodology for the distribution cooperatives with some adjustmencs. 
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provided by the Rural Utilities Service (RUS), other cooperative financial institutions, and to a lesser 
extent, the public and private capital markets. Reference is made to the table in appendix C for 
additional characteristics that distinguish the risk profiles of these three subsets of the 1J.S. power 
sector. 

The high average rating assigned to this sector is consistent with historical and expected rating 
performance and the very low incident of default in the sector, with only one Moody’s rated G&T co- 
op default in the past 23 years. In 201 1, Southern Montana Electric Generation and Transmission 
Cooperative, Inc. (SME; not rated), defaulted. 

Southern Montana Electric Generation and Transmission Cooperative, Inc,. (SME; not rated), fded for 
bankruptcy protection on October 21,201 1 owing to severe cash flow problems caused by increased 
power supply costs, reduced volume sales, disagreement among SMEs member-owners to raise their 
rates, and various litigation proceedings. 

While SME was not rated by Moody’s, it is possible to use the methodology grid to assess what its 
likely grid-implied rating might have been in the years ahead of the default. It would likely have 
merited the weakest possible score on approximately half of the grid factors, both qualitative and 
quantitative; in particular it would likely have scored very weakly on several of the sub-factors in 
Factor 2 (rate flexibility), including purchased power as a percentage of total megawatt hour sales, new 
build exposure, and rate shock exposure; it also would have scored very weakly on factor 5 (size). As a 
result, the grid-implied rating would likely have been no better than borderline investment grade, 
which would have firmly positioned it as a negative outlier, weaker than any of the credits in the rated 
portfolio of U.S. electric GBrT cooperatives at  the time. Furthermore, the preponderance of “lowest- 
possible” scores for several factors would have suggested a credit weaker than the broad sector peer 
group against which the grid was calibrated, arguing for the final rating to be positioned lower. In 
fact, as any signs of member disagreement became apparent in tandem with other weak factor scores, a 
Moody’s Rating Committee would likely have considered a rating outcome significantly below the 
grid-implied rating. 

SMEs bankruptcy filing is a stark reminder highlighting the need for G&T cooperatives to secure 
adequate sources of liquidity, as most of the strong investment grade rated G&T cooperatives have 
done in recent years. 

No. 2013-00126 
4 APRILIS, 2013 RATING METHODOLOGY u s ELECTRIC G E N E R A T I O N & & W ~ U ~ +  & m & ~ ~ s e  t o  KIUC-1-6 

Page 94 of 308 



T h e  following table illustrates the distribution of ratings in t h e  U.S. G&T cooperative sector. 

FIGURE 1 

Rated issuers 
Total Debt as of 

Long-Term Latest Fiscal \'ear-End 
Company Rating Type of Rating Short-Term Raring Outlook ($ Millions) 

Arkansas Electric Cooperative A I  Senior Secured P-I Stable 996 (4 
~ ~~ ~- 

Associated ELectric Cooperative A1 Senior Secured Stable 1,918 --. - ~ -  
Basin Electric Power Cooperative A I  Senior Secured P-1 Stable 3,938 

Big Rivers Electric Corp Bal Senior Secured RUR L 786 

Buckeye Power Inc. A2 Senior Secured Stable 1,656 

Chugach Electric Association P-2 Stable 604 

Dairyland Power Cooperative A3 Issuer Rating Stable 1,012 

Georgia Transmission A2 Senior Secured P-2 Positive 1,732 -- 
Golden Spread Electric Cooperative A3 Issuer Rating Stable 513 __ 
Great River Energy Baal Senior Secured Stable 2,789 

Hoosier Energy A3 Senior Secured Stable 1,188 

Minnkota Power Cooperative Baa2 issuer Rating Stable 559 -.-. ---- 
Oglethorpe Power Corp. Baal Senior Secured P-2 Stable 6,672 

Old Dominion Electric Cooperative A3 Senior Secured Positive 864 

A3 Senior Secured Stable 1,413 PowerSouth Energy 

Seminole Electric A3 Senior Secured Stable 1,313 
-I_ 

~ ~- 

South Mississippi Electric Power A3 Senior Secured Stable 960 
Association 

Tri-State G&T Association A3 Senior Secured Stable 2,913 

Total Unadjusted Debt of Rated G&T Co-ops 31.828 

---_ 
-. - - 

~ ___ 
Notes 
(a) fiscal year-end October 31 
(b) fiscal year-end lune 30 
Source, Moody? andcoopemtive annual audits 

FlClJRE 2 
Electric C&T Cooperatives Rating Distribution 

9 

7- 

__I.- 

Aaa Aal Aa2 Aa3 A1 A2 A3 Baal Baa2 Baa3 Bal Ba2 Ba3 B1 B2 83 

Moody's Rating 

NO. 2013-00126 
RATING METHODOLOGY U S ELECTRIC GENERATION A t 4 & ~ ~ i ~ & b & f i ~ n 5 e  to K1UC-1-6 5 APRIL 15,2013 

Page 96 of 308 



About This Rating ~~~~~~~~~~~~ 

Moody’s U.S. electric G&T cooperative rating methodology consists of the six sections listed below. 

___ 
1) identificatiorr and Discussisn of the Key Rating Factcars 

The grid in this methodology focuses on five broad rating factors, further broken down into 14 rating 
sub-factors and their weightings. 

FIGURE 3 

Rating Factor 1 Sub-Facttor Weighting - U.S. Electric CQT Cooperatives 
Broad Rating 

Sub-Factor Weighting - Broad Rating Factors Factor Weighting Rating Sub-Factor 

and Regulatory Status 
Wholesale Power Contrads 20% % Member Load Served and Regulatory Status 20% 

Rate Flexibility 20% Board Invokvement I Rate Adjustment 5% 
Mechanism 

Purchased Power I Sales (?A) 5% 

New Build Capex (% of Net PP&E) 5% 

Rate Shock Exposure 5% 

Member I Owner Profile 10% Residential Sales /Total Sales 5% 

Members’ Consolidated Equity I Capitalization 5% 

3-Year Average C&T 
Financial Metria 

5% 

DSC 5% 
--- 40% TIER __- 

FFO I Debt 10% 

FFO I Interest 10% 

Equity / Capitalization 10% 

C&T Size 10% MWh Sales 5% 

Net PP&E 5% 

Total 100% 100% 

These factors are critical to the analysis of U.S. Electric G&T cooperatives and, in most instances, can 
be benchmarked across the sector. The discussion begins with a review of each factor and an 
explanation of its importance to the rating. 

2) Measurerment: or Estimstiot? of the Key Rating Factors 

We explain the measurements we use to assess performance on each of the rating factors and sub- 
factors. We explain the rationale for using specific rating factors and provide insights on the way these 
are applied in the rating decision process. Many of the sub-factors are found in or derived from the 
financial statements of the GBtT co-ops and those of their members, while others are calculated or 
derived using data gathered from various sources, and observations and estimates by Moody’s analysts. 

Moody’s ratings are forward looking and incorporate our expectations of future financial and 
operating performance. We use both historical and projected financial results in the rating process; 
however, this document makes use only of historic data, and does so solely for illustrative purposes. 
Historical operating results help us understand the pattern of a company’s performance and how it 
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compares to its peers. Historical data also assists us in, among other things, looking through the 
earnings volatility that can sometimes occur during a given year and evaluating whether projected 
future results are realistic. 

The illustrative mapping examples in this raring methodology uses historical data in most instances 
based on information as of the latest fiscal year end, which in most cases is 1213111 1; however, the 
sub-factors for financial metrics use three-year averages for the last three fiscal years. 

All of the quantitative credit metric measures comprising the sub-factors in Factor 4 incorporate 
Moody’s standard adjustments to the income statement, statement of cash flows, and balance sheet 
and include adjustments for certain off-balance sheet financings and certain other reclassifications in 
the income statement and statement of cash flows. 

For definitions of our most common ratio terms please see ‘‘Moody’s Basic Definitions for Credit 
Statistics (User’s Guide)”, June 201 1. For a description of our standard adjustments, please see 
“Ratinv Implementation Guidance - Moody’s Amroach to Global Standard Adiusunents in the 
Analysis of Financial Statements for Non-Financial Corporations”, December 20 10 (1 28 137). 
These documents can be found at www.moodys.com under the Research and Ratings directory, in the 
Special Reports subdirectory. 

3)- I4appEng Grid Factors t Q  the Rating Categories, 

After estimating or calculating each sub-factor, the outcomes for each of the sub-factors are mapped to 
a broad Moody’s rating category (Aaa, Aa, A, Baa, Ba, or B). 

4) Mapping fssomess tra e k ?  Grid and Diseus%ion of: Grid Oretkiers 

In this section (Appendix B), we provide a table showing how each company maps within the specific 
rating sub-factors. The weighted average of the sub-factor ratings produces a grid implied rating for 
each factor. We highlight companies whose grid implied performance on a specific sub-factor is two 
or more broad rating categories higher or lower than its actual rating and discuss general reasons for 
such positive and negative outliers for a particular sub-factor. 

5) Assotrnptioots and Limitations and Rating ~~~~~~~~~~~~~s tha t  are not covered in the 
Grid 

This section discusses limitations in the use of the grid to map against actual ratings, additional factors 
that are not included in the grid that can be important in determining ratings, and limitations and key 
assumptions that pertain to the overall rating methodology. 

- -- 

6) Determining the Q~ep.a;El Grid-tmphied Rating, 

To determine the overall grid-implied rating, the indicated rating category for each sub-factor is 
converted into a numeric value based upon the scale below. 

FIGURE 4 

ka A Eli: E8 B 

1 3 6 9 12 15 
- A m  
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The numerical score for each sub-factor is multiplied by the weight for that sub-factor with the results 
then summed to produce a composite weighted-average factor score. The composite weighted factor 
score is then mapped back to an alpha-numeric rating based on the ranges in the table below. For 
example, an issuer with a composite weighted factor score of 8.2 would have a Baal grid-implied 
rating. We used a similar procedure to derive the grid-implied ratings shown in the illustrative 
examples. 

FIGURE 5 

Factor Numerics 
Composite Rating 

Indicated Rating knnreeate Vi'eirrhted Factor Score 

Aaa x < 1.5 

Aal 1.5 c x < 2.5 
- 

Aa2 2.5 s x < 3.5 

Aa3 

A I  

A2 

3.5 c x < 4.5 

4.5 c x < 5.5 

5.5 c x < 6.5 
~- 

6.5cx<7.5 A3 

Baa l  7.5 s x < 8.5 

Baa2 8.5 sx < 9.5 

--- 

Baa3 9 . 5 ~ ~  < 10 5 

Bal 

Ba2 

10.5 c x < 11.5 

11.5 s x < 12.5 

Ba3 

B1 

B2 

12.5 c x < 13.5 

13.5 c x < 14.5 

14.5 s x < 15.5 

- 
--- 

15.5 c x < 16.5 83 ~ - -  _.- 

Discussion of the Key Grid1 Factors 

Moody's analysis 0fU.S. G&T co-ops focuses on five broad rating factors: 

)) 

)) Rate Flexibility 

)) MembedOwner Profile 

>) Financial Metria 

)) Size 

Factor 'I : Long-Term VdhQkesake Power Suppky Contract;s!Regu[ator2/ Status 
Long-Term Wholesale  Power Supply ContractslRegulatory Status - Why it Matters 
Against a myriad of credit challenges, including spending for capital projects, volatile fuel costs and 
persisting uncertainty surrounding environmental regulations and related costs, the strength of the 
wholesale power contracts and the predictable revenue stream they provide for GlkT co-ops is a 

Long-Term 'Wholesale Power Supply Contracts/Regulatory Status 

- 
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primary source of credit support. Because the prevalence of rate autonomy is similarly an integral 
credit factor linked to costs tied to the wholesale power contract, we include regulatory status of the 
G&T co-op and its distribution memberlowners as part of Factor 1. 

Long term wholesale power supply contracts between G&T co-ops and their members provide G&T 
co-ops with a high degree of assurance that costs and capital investment can be recovered from rates 
charged to customers. These contracts typically require the member co-ops to purchase all or virtually 
all of their supply requirements from the G&T co-op and generally stipulate that co-op members must 
pay their pro-rata portion of all of the G&T co-op’s fixed arid variable costs related to the generation, 
procurement and transmission of their respective energy needs, 

G&T co-ops have more flexibility to increase rates in response to rising costs as regulatory approval is 
typically not required. The regulatory statuslrelationship with regulators is important because G&T 
C Q - O ~ S  that operate in states that have some form of regulatory authority over their rate setting 
activities may have more difficulty raising rates compared to peers who are not directly subject to 
regulatory control. Assessing a membedowner’s regulatory status is also important because some are 
subject to rate regulation, in which case the member may be denied approval for a large rate increase, 
making it difficult to comply with its contractual obligations to the G&T co-op. 

An unsupportive regulatory jurisdiction is a credit negative and leaves co-ops with less flexibility to 
raise rates if needed. In contrast, absence of regulatory control over the rate setting process is a credit 
positive. Most co-ops are not subject to rate regulation, and set the rates ‘hey charge their members 
afrer careful consideration of their underlying cost structure and expected demand for power. They 
calculate what level of revenues would be required in order to meet operating costs, minimum required 
interest, and debt service coverage covenants in the RUS mortgage and/or other debt indentures, while 
also providing some cushion of revenue and equity to protect against adverse events such as sudden 
increases in costs or operating difficulties with key generating plants. 

Long-Term Wholesale Power Supply Contracts/Regulatoy Status - liow W e  Assess It for the Grid 
Based on data that can be derived hom various sources, we calcdate the percentage of member power 
supply needs served under the long-term wholesale power contract(s), with consideration as to whether 
the contracts are all requirements or substantially all requirements in nature. An assessment of the 
wholesale power contract allows us to identify whether the member co-ops are required to purchase all 
or virtually all of their supply requirements from the G&T co-op. For G8rT co-ops who are not 
subject to rate regulation, the indicated rating for Factor 1 ran range &om Aaa to B and is largely 
determined by the overall percentage of member sales made under the wholesale power contracts. To 
receive the highest score of Aaa requires a legislative statute that precludes regulatory intervention in 
any future rate setting process. There are no such instances that currently apply within the rated 
universe. 

We understand that there are currently 10 states that have full regulatory jurisdiction over the lwel of 
rates that co-ops can charge their members. These states are: Arizona, Arkansas, Alaska, Kansas, 
Kentucky, Louisiana, Maine, Maryland, Vermont, and Wyoming. There are a few other states 
including Indiana, New Mexico, and Michigan where state commissions have partial jurisdiction over 
G&T co-ops. Even if 100% of members’ needs are met through sales under the wholesale power 
contracts, G&T co-ops conducting business in any of the aforementioned states wodd receive an 
indicated rating for Factor 1 of A at best. Where precisely the few rate-regulated G&Ts score within 
the range of A to B depends not only on the percentage of members’ needs met through sales under 
the wholesale power contract, but also on our consideration of how supportive of credit quality the 



regulatory practices are and OUT understanding of the type of working relationships that prevail 
between the co-ops and the regulators. 

FIGLIRE 6 

Factor 1: Long-Term Wholiesale Power Supply Contracts and Regulatory Status (20%) 

kaa ka A Eaa Ba E ~ - -  
Percentage of 100% and G&T 100% and G&T =. 80% andlor > 70% and/or c 70% and/or c 60% and/or 
Member Load and its is Not Rate C&T is Rate GBT is Rate G&T is Rate G&T is Rate 
Served under Distribution Regulated by Regulated by Regulated by Regulated by Regulated by 
Wholesale Member/Owner State State State State State 
Power Contracts Cooperatives Commission; Commission; Commission; Commission; Commission; 
and Regulatory are Not Rate No legislative Some Some Some Most 
Status Regiilatedby statuteto Distribution Distribution Distribution Distribution 

Commission; regulatory Cooperatives Cooperatives Cooperatives Cooperatives 
Legislative intervention in May Be Rate May Be Rate May Be Rate are Rate 
statute t o  the future C&T Regulated by Regulated By Regulated By Regulated By 
preclude rate setting State State State State 

regulatory process; Some Commission; Commission; Commission; Commission; 
intervention in Distribution Very Supportive Moderately Unsupportive Very 
the future rate Member/Owner Commission Supportive Commission Unsupportive 
setting process; Cooperatives Practices; Very Commission Practices; Commission 

Very good May Be Subject Good Practices; Generally Practices; Often 
contractual to  Rate Regulatory/ Reasonably Difficult Contentious 
relationships Regulation by Contractual Good Regulatory/ Regulatory/ 

State Relationships Regulatory/ Contractual Contractual 
Commission; Contractual Relationships Relationships 

Very Supportive Relationships 
Commission 

Practices; Very 
Good 

Regulatory/ 
Contractual. 
Relationships 

State preclude Member/Owner MembedOwner Mernber/Owner Member/Owner 

~ I _ _ .  

Factor 2: Rate FEexibility 

Rate Flexibility - Why it Matters 
Prices for fiiels used to generate electricity are unregulated in the U.S. and can be subject to dramatic 
fluctuation. GBrT co-ops need the flexibility to raise rates in order to cover sharply higher prices for 
fuels, in addition to rising operating costs, and costs associated with existing mandated environmental 
requirements and those inevitably coming related for carbon emissions along with any capital 
investment associated with construction of new plants, among other factors. 

~ Q ~ ~ P n v Q ~ v ~ ~ ~ ~ t ~ ~ ~ ~ ~ e r P t ~ e ~ s ~ ~  The extent to which a G&T co-op can ensure 
timely and full recovery of its costs and investments will have an integral effect on its overall financial 
performance and thus its creditworthiness. Each GBrT co-op’s board of directors has a fiduciary 
responsibility to approve, or, where rate regulation applies, to seek regulatory approval of rates that 
ensure compliance with the financial covenants associated with debt indentures. T o  the extent that 
unexpected events arise, causing concerns about the ability to comply with covenants, the board 
should be expected to move quickly to adjust rates upward when needed. Also, variable cost 
adjustment mechanisms provide for more automatic changes in rates when costs change and increase 
the speed with which rates can be increased when costs increase. The extent to which variable cost 
adjustment mechanisms are available is especially important where regulatory jurisdiction applies to a 
G&T co-op. The existence of variable cost adjustment mechanisms is a credit strength, especially 
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when rate adjustments can be implemented at frequent intervals. Such mechanisms mitigate liquidity 
pressures that might otherwise arise when the cost of fuels exceeds rates in effect at that time. 

Degree OfRdianm OII PwchasedPow: Most of the power supply needs of G&T co-op members are 
met from generating plants owned by the G&T co-ops. Some G&Ts rely on market purchases of 
power to meet a portion of the member needs because their owned resources are insufficient, 
uneconomic, or periodically unavailable. 

Assessing the degree of reliance on purchased power to meet members' demand and the rationale 
behind chat strategy is important because G&Ts who purchase large amounts of power from the 
market to meet member demands have less control over this obligation, particularly if forced to 
purchase power at inopportune times, which may increase price volatility for one of their largest costs. 
Relying on such a strategy also heightens the importance of liquidity, risk management policies and 
procedures, and counterparty credit assessment. 

Nar BuddEqomre Rdative to &sti%gA.ssetBas: This factor is imponant because G&T co-ops 
largely finance capital investment with debt and rely upon rate increases to service the debt. When 
construction is delayed or runs above budget, the rate increases needed to cover the increased costs 
could lead to member resistance or, in the cases where regulation applies, cost recovery delays or 
disallowances. 

Potenu'alhrr%edte Shi~&,@~me In many respects, the potential for rate shock exposure is linked to 
rate competitiveness, so we consider rate competitiveness as part of this sub-factor. Assessing the 
potential for rate shock exposure is important because a large rate increase can lead to member 
resistance even when the new higher level of rates is still competitive with other providers of power in 
the region. If the G&T co-op's rates are noticeably higher than other providers in its geographic area, 
regulatory relationships for those G&T co-ops subject to regulation could become strained and/or 
member unrest more broadly could lead to contract challenges or possible withdrawal from the co-op. 

Rate Flexibility - Wow We Assess it for the Grid 
B o a d l h v o I m e n U t e  Aldjusnent A/fecbanisn?s. The timing and extent to which a G&T co-op 
can increase rates is impacted by the activity of its board of directors and a number of rate adjustment 
mechanisms. 

First we assess how active a board has been from a historical perspective with respect to approving or 
seeking regulatory approval of rate increases and consider the extent to which past behavior might 
change. To the extent that unexpected events arise, causing concerns ahout the ability to comply with 
covenants, we believe the board should be expected to move quickly to adjust rates upward when 
needed. Those G&T CO-OPS whose boards of directors are exceptionally proactive in adjusting rates as 
necessary and who benefit from legislative statute that wodd preclude regulatory intervention in the 
future rate sening process would most likely receive the highest indicated ratings. In contrast, G&T 
co-ops with less active or even inactive boards of directors and who otherwise face uncertainty 
surrounding the extent and timing of cost recovery would receive much lower indicated ratings for this 
sub-factor. 

With respect to situations where variable cost adjustment mechanisms apply, rates that can 
automatically adjust to fuel andlor purchased power cost increases without requiring action by the 
Board or regulators are viewed more favorably and generally result in a higher indicated rating for this 
sub-factor. In instances where recovery of variable cost increases is deferred, we consider the time 
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period over which recovery occurs, with shorter recovery periods being better from a liquidity and 
credit quality standpoint. 

Degree Q ~ M w ~ c ~  QII PwchasedPQwe~ To measure the degree to which a G&T relies on purchased 
power in conducting its business, we divide the amount of megawatt hours it purchases during the 
most recent fiscal year by the total megawatt hours of energy it sells. This data can usually be found in 
the G&T co-op's latest annual report and/or other published data sources. In those instances where a 
G&T co-op relies on purchased power to meet less than 40% of its energy requirements during a 
given fiscal year, the indicated rating for this sub-factor would be at least Baa and improve gradually as 
the percentage declines according to the Factor 2 table descriptions. Conversely, where the 
dependence on purchased power exceeds the 40% level, then the indicated rating would be Ba or 
lower according to the Factor 2 table descriptions. In addition to the specific percentage calculation, 
we also talce into account the extent to which purchases are made based solely on economic dispatch 
decisions (i.e. opportunistically purchasing cheaper power on the market instead of running owned 
generation plants). Such power purchases are usidly made to maximize cost competitiveness in the 
G&T co-op's supply portfolio. Moody's views purchases made on an economic dispatch basis to be 
less of a credit risk as compared to situations where the G&T co-op is relying extensively on more 
expensive spot market power purchases due to an unplanned outage at one of its owned generation 
plants or above market firm purchase power contracts required to meet customer demands for power. 

I % & W B ~ ~ E X ~ Q . W E  Relaffve tQ ExisthgAmet Base: To measure this sub-factor, Moody's divides the 
estimated future capital expenditures for a particular G&T co-op over the next five years by the net 
property, plant, and equipment report for the latest fiscal year end. The lower the resulting percentage 
from this calculation is, the better the indicated rating for the sub-factor will likely be, as the G&T will 
likely face less need to issue debt and increase rates to cover the higher financing costs. 

PpOtaffdf&rfite $hQ&&p5Um To measure the potential for rate shock exposure, Moody's 
continues to look at the extent to which a G&T relies on purchased power to meet its energy demand 
during the latest fiscal year and its new build exposure. A lower percentage in both instances is 
generally viewed more favorably under the methodology. Our measurement criteria for this sub-factor 
also considers the G&T co-op's reliance on coal and other carbon emitting generating resources. 
Those G&T co-ops wich a high reliance on such resources will be scored lower on this sub-factor due 
to their vulnerability to environmental regulations and accompanying carbon costs. 

Cost competitive G&T co-ops have greater flexibility to raise rates to offset cost increases or to build 
additional equity and would therefore be more likely to receive a higher indicated rating for this sub- 
factor than those G&T co-ops who are competitively challenged. Favorable characteristics include low 
or improving cost structure, lower wholesale prices versus peers, and low distribution member rates 
versus competitors in the region. MoodJs also assesses a G&T co-op's prospects to realize future rate 
increases in order to offset increasing costs, as compared with others in the region, although consistent 
rate data is ofien not publicly available. Nonetheless, Moody's seela whatever public information is 
available, as well as confidential information on a company by company basis. 
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FIGLJRE 7 

Factor 2 - Rate Flexibility (20%) 
Sub-Factor 

A m  Aa A Bas Ba B Weighting 

Assess Board Exceptionally Proactive board that Active board in Reasonably active Inactive board; Inactive board; no 5% 
Involvement in proactive board that supports support of timely board in support of limited, if any ability to  adjust for 
Setting Rates / supports management rate filings; timely rate filings; ability t o  adjust for fuel cost variability; 
Variable Cost management recommendations possibility for annual fuel cost fuel cost variability; uncertainty 
Adjustment recommendations for timely regulatory/political adjustment uncertainty surrounding 
Mechanisms for timely adjustment of rates intervention in the capability in place surrounding recovery of 

adjustment of rates t o  cover all costs of rate setting process under regulatory recovery of deferrals 
to  cover a l l  costs of service; no in certain practice; deferrals 

regulatory/ political intervention in the fuel cost recovery of any 
intervention in the rate setting process; adjustment deferrals 

rate setting process; No legislative capability in place 
Legislative statute to  statute t o  preclude under regulatory 
preclude regulatory regulatory practice; timely 
intervention in the intervention in the recovery of any 
future rate setting future rate setting deferrals 

service; no regulatory/ politiral instances; frequent reasonably timely 

process process 

Purchased X<5% 5% e x  20% 20% c x  < 30% 30% ex < 40% 40% e x  < 60% x 5 60% 5% 
Powerflotal MWh 
Sales (%) 

New Build Exposure X<5% 5% c x < 25% 25% c x 50% 50% e x < 75% 75% c x c 120% x > 120% 5% 
(Prospective 5-yr 
New Build Capex as 
% Net PP&E) 

_I - 

- -- - 
p tial for Rate Better rates than all Much better rates Better rates than Better rates than Worse rates than Worse rates than 5% 

Exposure others in the region than most in the most in the region some and worse most in the region all in the region on 
on a consistent region on a on a consistent rates than some in on a consistent a consistent basis; 

(e g Less than 5% Very low (e.g. less than 30% reliance consistent basis; greater than 40% greater than 40% 
reliance on than 20% reliance on purchased Moderate (e.g. Less reliance on reliance on 

purchased power on purchased power power and/or less than 40% reliance purchased power purchased power 
and less than 5% 5- and less than 25% than 50% 5-year- on purchased or greater than and greater than 

year-newbuild capex 5-year-newbuild newbuild capex as power and/or less 75% 5-year- 75% 5-year- 
as percentage of capex as percentage percentage of than 75% 5-year- newbuild capex as newbuild capex as 

latest year-end Net of latest year-end latest year-end Net newbuild capex as percentage of percentage of 
PP&E; and 0-20% of Net PP&E; and 20- PP&E; and/or 40- percentage of latest year-end Net latest year-end Net 

generation from 40% of generation 55% of generation latest year-end Net PP&E; and/or 70- PP&E; and/or 85- 
carbon fuels from carbon fuels from carbon fuels PP&E; and/or 55- 85% of generation 100% of 

70% of generation from carbon fuels generation from 
from carbon fuels carbon fuels 

basis; Extremely low consistent basis; basis; LOW (e.g less the region on a basis; High (e g. Very high (e.g 

~- 

Fa!ctQlr 3: Member%ehwner PrefiEe 

MremberlOwner Profile - Why it Matters 
Assessing the memberlowner profile of a G&T co-op is important because the members who own the 
G&T co-op are also its primary source of cash flow. Similar to the way we would assess the 
counterparty credit risk for an IOTJ chat sells sizable amounts of power to another entity, or buys 
significant amounts of power from a wholesale power producer, we focus on the overall 
creditworthiness of the members. Although not specifically weighted, we seek information about the 
members’ expected consolidated demand growth and their consolidated assets when evaluating the 
overall member profile. The following two sub-factors, which are weighted at 5% each, provide good 
insight into the members’ creditworthiness and abiliry to meet obligations to the G&T co-op under 
the long-term wholesale power contract. 
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ResidmtialSd, a a Peratage ~fToidSdm The diversity of the members’ retail customer mix is 
important in our analysis of G&T co-ops because substantial reliance upon any single customer or a 
small number of customers (such as large industrial customers) tends to be associated with greater 
variability of revenue. Members who own the G&T co-ops tend to serve large residential customer 
bases, with a majority of energy being sold to such customers, although some sales may be to more 
volatile industrial and Commercial customers. A higher percentage of sales to residential customers is 
favorable because such sales are generally more stable and predictable. 

Members Cbnsoh&tec?&uity tLp Gpi&tion: The financial condition of the membedowners, as 
measured in part by the members’ consolidated equity to capitalization, is important because it affects 
their ability to perform under the wholesale power contracts that members have with their G&T co- 
op. For the most part, distribution co-ops carry less business and financial risk than G&T co-ops. 
The difference in the financial strength is largely attributable to the fact that the RUS has historically 
set tighter financial covenants for the distribution co-ops than for the G&T co-ops. In addition, the 
distribution co-ops are far less capital intensive than GSrT co-ops who own generation assets. 
Distribution co-ops typically maintain higher levels of equity to total capitalization and stronger 
interest coverage ratios than G&T co-ops. 

Member/Owner Profile - How We Assess It for the Grid 
Resideatid $des as a Peremage dThd Sdm To measure this sub-factor, we first generally 
aggregate the individual residential energy sales and total energy sales for each memberlowner of a 
particular G&T co-op in the latest fiscal year. This information is generally available through requests 
made to the G&T co-op because their members provide this dam to them. The aggregate residential 
energy sales level is then divided by the aggregate total energy sales level to derive the aggregate 
percentage for the year. Under the IVlethodology, a higher percentage of more stable and predictable 
residential sales is viewed more favorably than a concentration of sales to large commercial and/or 
industrial customers. 

Membem Cbnsokdated Equity to GipimLizrioea: This sub-factor is measured by simply aggregating 
each member’s total equity and debt as reported for the latest fiscal year end. The aggregate totals are 
then used to divide total members’ equity by the sum of total members’ debt plus equity. Members 
generally file financial statements with the RUS or otherwise make such statements available to the 
G&T that they have an ownership interest in. The large majority of the G&T co-ops that are covered 
by the methodology fall into the Baa category with consolidated member equity to capitalization in the 
range of 25% to 50%. 

FIGURE 0 

Fedor 3 -Member i Owner Profile (10%) 

Sub-Factor 
kaii As A Baa Err B Weighting - ,-- ---.__ 

Residential Sales/Potal Sales (%) ~ 2 8 0 %  7 5 % ~ ~ ~ 8 0 %  5 0 % ~ ~ ~ 7 5 %  4 0 % r x c 5 0 %  ZO%~xc40% ~ ~ 2 0 %  5% 

Members’ Consolidated EquitylCapitalization (56)  x 2 65% 55% S x c 65% 50% c x c 55% 25% c x c 50% 20% s x c 25% x c 20% 5% 

-- 
Factor 4: G&T Financial Metrics 

G&P Financial Metrics - Why it Matters 
Financial strength is an important indicator of a G&T co-op’s ability to meet its obligations, including 
debt service. Moody’s considers historical coverage ratios and also places a significant emphasis on the 
expected trend for coverage metria when assessing the credit risk of G&T co-ops. Although we 
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continue to note that some G&T co-ops have large investment portfolios that considerably augment 
the bottom line, we consider it important that the G&T co-op be profitable on an operating basis. 
G&T co-ops that rely extensively on profits from investment portfolios and diversified operations to 
compensate for negative G&T operating margins are viewed negatively. 

Scores under Factor 4 may be higher or lower than what might be produced based on historical results, 
depending on our view of expected future financial performance. 

Thes lhtemt kned&tio (7’’TER) and De& Service Gwemge Ratio @sLSC): These two ratios are 
important because they have governed RUS loan documentation for many years. In addition to TIER 
and DSC, Moody’s also looks at margins for interest (MFI) as defined in certain indentures. 

Fun& born O p e ~ t i ~ i ~  Chxmge 0f1nrere~r (FFOLntemtj merdP;P;B/BekPP: The FFO/Interest and 
FFO/Debt metrics are important because they provide insight regarding the amount and quality of a 
G&T co-op’s cash flow and i ts ability to service its debt. 

&m*ep/TodA~usted Gpid!t ion:  Moody’s evaluates the G & T  co-op’s equity as a percentage of 
total adjusted capitalization to see how much flexibility there is in the balance sheet to absorb 
unexpected events. When measuring the level of equity cushion, G&T co-ops and the RUS have 
tended to rely on equity expressed as a percentage of total assets. However, Moody’s and many 
investors prefer to measure equity as a percentage of total capitalization, because it facilitates 
comparison with IOTJ capital structures. 

C;&T Financial Metrics - How We Assess It for the Grid 
The ratios used as a basis for this methodology are three year averages of calculations using the latest 
three fiscal year end statements, including our standard adjustments. Three-year averages are used in 
part to smooth out some of the year to year volatility in financial performance and financial statement 
ratios. The ranges for each of the five metrics that would correspond to a particular indicated rating 
category appear in the table at the bottom of this section. The individual metric definitions are as 
follows: 

TIER: 

(Net margins, as represented by net profit after tax before unusual items + Interest + Income Tax) / 
Interest 

WSCR: 

(Net margins, as represented by net profit after tax before unusual items + Interest + Depreciation & 
Amortization) I (Interest + Principal Payment) 

FFO / Irzterest: 

(Funds from operations + Interest expense)/ Interest expense 

FFO / Debt: 

Funds from operations I (Short Term Debt .t Long Term Debt, gross) 

se to KIUC-1-5 
15 APRIL 15,2013 



Equity / Total Capitalization: 

(Deferred Taxes + Minority or Non-controlling Interest + Book Equity) I (Short Term Debt + Long 
Term Debt, gross + Deferred Taxes t Minority or Non-controlling Interest + Book Equity) 

FIGURE 9 

Factor 4 - %Year Average G&T Financial Metrics 440%) 

Sub-Factor 
E Weighting 

TIER x 2 1 . 6 ~  1 . 4 ~  c x c 1 . 6 ~  1 . 2 ~  s x c 1 . 4 ~  1 . 1 ~  e x < 1 . 2 ~  1 . 0 ~  c x c 1 . 1 ~  x < 1 . 0 ~  5% 

DSC ~ 2 1 . 9 ~  1 . 4 x s x c 1 . 9 ~  l .Zxrx<l.4x l . lxcx<l .2x I.Oxcx<l.lx x c l . 0 ~  5% 

_ _ - ~  Alia Aa A Baa ea 

- 

FFO/Debt ~ 2 1 5 %  10%rxc15% 6 % c x < 1 0 %  3 % s x < 6 %  2%cx<3% x < Z %  10% 

FFOhterest x 2 3 . 2 5 ~  2 . 5 ~ ~  x < 3.25~ 2 . 0 ~  c x 2 . 5 ~  1 . 5 ~  c x < 2.0): 1 . 2 ~  cx c 1 . 5 ~  ): < 1 . 2 ~  10% 

Equityflotal ): 2 50% 35% c x c: 50% 20% e x c 35% 5% c x c 20% 3% c x c 5% ): < 3% 10% 
CaDitaEzation 

- 
~. 

Factat 5: G&T %Eze 

G&T Size - Why it Matters 
Size, together with Factor 3, MemberIOwner Profile, has the lowest weighting of the five key factors 
because it tends to be less important for entities, such as G&T co-ops, that are subject to limited 
competition. That said, we still find that sue, as measured by the following two sub-factors, which are 
weighted at 5% each, does matter. 

. M $ p , t t k ~ i ~ s d ~ - ~  This sub-factor is important because it is an indicator for economies of scale 
(i.e., a G&T co-op is better off if it can spread its fured costs over a larger number of megawatt hours 
of electricity, thereby increasing its price competitiveness) I 

NerProperp P h t ,  md&utpmenc This sub-factor is important because G&T co-ops can benefit 
from having a larger pool of assets and a more diverse source of fuels to run the generation assets it 
owns. A G&T co-op that has its assets concentrated in one generating plant could be subject to 
extreme cost pressures to the extent that it has to buy power on the open market due to an extended 
outage at its sole generating plant. Similarly, overdependence on one particular fuel source could 
materially raise costs during a period of prolonged price increases for that commodity. 

G&T Size - How We bssess It for the Grid 
We identify the amount of megawatt hour sales and net propeny, plant, and equipment data primarily 
from the G&T co-op's latest annual report. See the Factor 5 table below for the ranges that would 
apply for a particular indicated rating for the two sub-factors in Factor 5.  

FIGURE 10 

Factor 5 - G&:b Size (10%) 

Sub-Factor 
Aea Ka k 6i.a Ba E Weighting 

Megawatthoursales x>50 2 0 r x < 5 0  1 1 s x < 2 0  5 r x < 1 1  3 r x < 5  X<3 5% 
(Millions of MWhs) 

Net PP&E ($ in Billions) x 2 $5 billion 2 c x < 5 1 c x e 2 0.4 c x c 1 0.3 s x 0.4 x e $0.3 billion 5% -- - 
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The rating methodology grid represents a decision to favor simplicity that enhances transparency and 
to avoid greater complexity that would enable the grid to map more closely to actual ratings. 
Accordingly, the five rating factors in the grid do not constitute an exhaustive treatment of all the 
considerations that are important for ratings of entities in the U.S. electric generation & transmission 
cooperative sector. In addition, our ratings incorporate expectations for future performance, while the 
financial information that is used to illustrate the mapping in the grid is mainly historical. In some 
cases, our expectations for future performance may be informed by confidential information that we 
cannot publish or otherwise disclose. In other cases, we estimate future results based upon past 
performance, industry trends or other factors. In either case, predicting the future is subject to the risk 
of substantial inaccuracy. 

Assumptions that may cause our forward-loolung expectations to be incorrect include unanticipated 
changes in any of the following factors: the macroeconomic environment and general financial market 
conditions, sector trends, new technology, regulatory and legal actions, as well as management’s 
appetite for additional debt to finance capital expenditures, or unexpected external transfers to 
affiliated governments or enterprises. 

Key rating assumptions that apply in this sector include our view that sovereign credit risk is strongly 
correlated with that of other domestic issuers, that legal priority of claim affects average recovery on 
different classes of debt, sufficiently to generally warrant differences in ratings for different debt classes 
of the same issuer, and the assumption that access to liquidity is a strong driver of credit risk. 

In choosing metria for this rating methodology grid, we did not explicitly include certain important 
factors that are common to all GBtT co-ops, such as the quality and experience of management, 
assessments of governance and the quality of financial reporting and information disclosure. The 
assessment of these factors can be highly subjective and vary over time. Therefore, ranking these 
factors by rating category in a grid would suggest too much precision in the relative ranking of 
particular issuers against all other issuers that are rated in various industry sectors. 

Ratings may include additional factors that are difficult to quantify or that have a meaningful effect in 
differentiating credit quality only in some cases, but not 4. Such factors include financial controls, 
and possible government interference in some state, provincial or local governments. Regulatory, 
litigation, liquidity, technology and reputational risk as well as changes to consumer and business 
spending patterns, competitor strategies, and macroeconomic trends also affect ratings. While these 
are important considerations, it is not possible to precisely express these in the rating methodology grid 
without making the grid excessively complex and significantly less transparent. Ratings may also 
reflect circumstances in which the weighting of a particular fact01 will be substantially different from 
the weighting suggested by the grid. 

This variation in weighting rating considerations can also apply to factors that we choose not to 
represent in the grid. For example, liquidity is a consideration frequently critical to ratings and which 
may not, in other circumstances, have a substantial impact in discriminating between two issuers with 
a similar credit profile. As an example of the limitations, ratings can be heavily affected by extremely 
weak liquidity that magnifies default risk but two identical G&T co-ops might be rated the same if 
their only differentiating feature is that one has a good liquidity position while the other has an 
extremely good liquidity position. 



I I\! I: RkS TR U CTU R E  

Other Rating Considerations 

Moody’s considers other factors in addition to those discussed in this report, but in most cases 
understanding the considerations discussed herein will enable a good approximation of our view on the 
credit quality of entities in the U.S. electric generation & transmission cooperative sector. Ratings 
consider additional factors, including our assessment of future operating performance that may deviate 
from historical performance, the quality of management, governance, financial controls, liquidity 
management, seasonality and event risk. The analysis of these factors remains an integral part of our 
rating process. 

Miianagement Quality 

The quality of management is an important factor supporting the credit strength of a G&T co-op. 
Moody’s normally meets with senior executives to assess management’s business strategies, policies, 
and philosophies, and evaluates management performance relative to performance of peers and our 
projections. 

An established managerial record provides Moody’s with insight into management’s likely future 
performance in stressed situations. This can be an indicator of management’s tendency to stray 
significantly from what may be an effective current business philosophy, or conversely, to adopt 
changes where they are warranted by new sets of circumstances. 

Go\retnanee 

Among the areas of focus in governance are audit committee financial expertise, the incentives created 
by executive ampensation packages, related party transactions, interactions with outside auditors, and 
ownership structure. We note that the default by Southern Montana Electric Generation and 
Transmission Cooperative, Inc. (not rated) in late 201 1 was partially the result of extensive member 
disputes and serves as a recent example of the importance of proper governance and cost recovery. 

FERatacEal Controhs 

Moody’s relies on the accuracy of audited financial statements to assign and monitor ratings. Such 
accuracy is only possible when companies have sufficient internal controls, including centralized 
operations, and consistency in accounting policies and procedures. 

Weaknesses in the overall financial reporting processes, financial report restatements or delays in 
producing audited financial statements can be indications of a potential breakdown in internal 
controls. 

I 

LiqUid’E‘kjp [‘%~R~gWL%€?t?t 

Liquidity is a meaningful credit consideration for all companies but is especially critical in lower rated 
companies as these issuers have less operating and financial flexibility. We form an opinion on a 
company’s likely near-term liquidity requirements from the perspective of both the sources and uses of 
cash. This may include monitoring bank covenants and compliance cushions to assess whether a 
company is likely to require covenants relief in the event of even a modest industry downturn or of an 
issuer-specific decline of performance. 

- ~- 
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Event Risk 

We also recognize the possibility that an unexpected event could cause a sudden and sharp decline in 
an issuer's fundamental creditworthiness. Typical special events include a change in ownership and in 
the credit quality of that owner, a recapitalization, or an unexpected change in rates or terms of a 
material contract, weather events, litigation, and changes in governing regulation, legislation or law. 

Cond~~ ion :  S U J ~ T Q ~ T I ~ ~  sf the Grid-Fr~dic~f~~!  Rating Outcoprae~ 

The objective of our methodology is for users to be able to estimate in most cases, within two alpha- 
numeric rating notches, the likely senior most credit rating for a U.S. electric generation & 
transmission cooperative. The grid-indicated ratings map to current assigned or implied senior most 
ratings as follows (See Appendix B for the details). For consistency in drawing our conclusions, we rely 
upon an implied senior secured rating (Le. the implied senior most rating) for the three GBrT 
cooperatives who have senior secured debt in their respective capital structures but whose current 
ratings are senior unsecured Issuer Ratings. 

nine cooperatives have a grid-indicated rating that matches their actual (or implied) senior most 
rating, 

seven cooperatives have a grid-indicated rating that is one alpha-numeric notch from their actual 
(or implied) senior most rating, 

one cooperative has a grid-indicated rating that is two alpha-numeric notches from its actual 
senior most rating, and 

one cooperative has a grid-indicated rating that is more than two alpha-numeric notches from its 
actual senior most rating. 

e No. 2013-00126 
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Factor ’I: Obsenmtiotas and 6iutCiar D~CUSSEQIR 

Long-Term Wholesale Power Supply ContractdRegulatory Status 
The nature of the long-term wholesale power contracts taken together with regulatory status is one of 
the most important drivers of G&T co-op ratings, so it is not surprising that there are no negative 
outliers. The large majority of rated G&T co-ops score quite well with indicated ratings of Aa or A. 
The high ratings that so many of the G&T co-ops receive for Factor 1 help offset weaker scores in 
other areas, especially in Factor 2. 

Notwithstanding the solid indicated ratings for Factor 1 , we draw attention to the following 
observations. The protection afforded by wholesale power supply contracts can be eroded by 
challenges to, or changes in, the contracts over time, or more suddenly, due to a need for exceptionally 
large rate increases. 

Under a strict interpretation of the definitions, Oglethorpe Power Corp. (OPC) would receive a B 
indicated rating for Factor 1 I This strict interpretation results from the fact that OPC‘s owned 
resources provided only about 52% of its members’ power requirements in fiscal year 201 1. The 
situation results from a conscious decision by OPC’s members to enter into power supply 
arrangements with third-parry suppliers for their future incremental growth as permitted under the 
amended wholesale power supply contracts, extending through 2050. In Oglethorpe’s case, we do not 
consider the low score to be an undue credit risk because its members remain joint and severally liable 
to pay all of the cooperative’s costs and we believe Oglethorpe’s stable supply of relatively affordable 
baseload power will become increasingly valuable to its members as their needs grow and they are 
continually forced to look for additional sources of supply. We believe an indicated rating of Ba 
sufficiently captures the degree of credit impact from the current relationships between OPC and its 
members when considered together with its rate autonomy. 

Chugach Electric Association (CEA) is somewhat unique because it operates as a combined G&T co- 
op and disuibution cooperative. As such, the 95% of its sales made to customers indudes not only the 
39% of energy sales made under wholesale power contracts, but also the 54% of energy sales made 
directly to retail customers under the tariff and certificated service territory in the state of Alaska. In 
our view, retail revenues from direct sales to commercial and residential customers are equal to, if not 
better than, the quality of wholesale revenues derived from sales to member co-ops. There is 
uncertainty surrounding the wholesale conmcts that Chugach has with Homer Electric Association 
(HEA) and Matanuska Electric Association (MEA), which comprise the large majority of its wholesale 
revenues. Initially, both customers stated that they were not intending to renew when their contracts 
expire on January 1, 2014 and December 31, 2014, respectively. Although HEA currently stands by 
its stated intentions, MEA periodically holds discussions with Chugach about possible alternatives to 
an all-requirements arrangement in the fiiture. Notwithstanding what appears to be an evolving stance 
on the part of MEA, we observe that Chugach has been steadily planning for the potential loss of at 
least some, if not substantially all, of its existing wholesale revenue. For example, Chugach has been 
adjusting its depreciation schedules, beyond those steps already approved, to coincide with the 
potential loss of this wholesale load and is seeking approval for additional revenue opportunities 
through use of its existing transmission assets and/or by providing additional services. Beyond these 
steps, Chugach could seek recovery of revenue shortfalls through rate cases. The uncertainty 
surrounding the impending wholesale load loss is incorporated into our credit risk assessment of 
Chugach. 

NO. 2013-00126 

23 APRIL 15,2013 



Although bankruptcy filings have been rare within the U.S. electric generation and transmission 
cooperative sector, the bankruptcy filings of Cajun Electric Power Cooperative, Wabash Valley Power 
Association, and Big Rivers Electric Corporation in the late 1980’s and 1990’s, and the more recent 
filing by Southern Montana Electric Generation and Transmission Cooperative, Inc. were partially 
due to insufficient rate relief by its state regulators. These examples are worthy representation of the 
added uncertainty and credit risk that can be caused by third party regulation. 

F a e t ~ r  2: Bb~servations and Outlier Disscacssiorr. 

Rate Flexibility 
Factor 2 contains the most outliers of any of the five key Factors, the substantial majority ofwhich are 
negative outliers. In particular, almost three-quarters of the rated universe are negative outliers for the Rate 
Shock Exposure sub-factor, largely reflecting the substantial dependence that the sector has on generation 
from carbon emitting fuels, especially coal. There are also four negative outliers for the New Build 
Exposure sub-factor, primarily reflecting the sizable capital investments in new generating capacity and 
transmission infrastructure on top of normal maintenance of existing propeny, plant and equipment for 
those G&Ts. Although Oglethorpe’s New Build Exposure had previously been a negative outlier, this is no 
longer the case since its participation in construction of a new nucleat plant, contributed to the October 
20 10 downgrade of its senior secured rating to Baal from A?. 

Golden Spread, Old Dominion, and South Mississippi are all negative outliers for the sub-factor 
measuring Purchased Power as a Percentage of Sales. In the case of Golden Spread, we classify their 
contracts with Southwestern Public Service Company and AE3’ as purchased power, which results in a 
very weak score on this factor; however, we do not believe that Golden Spread is overly exposed to the 
market price volatility. For example, Golden Spread can reduce market sales from its Mustang units 
and other facilities and utilize this owned capacity for the benefit of its members, if needed. Golden 
Spread’s negative outlier status may also improve as it pursues construction of additional generation 
capacity. Old Dominion and South Mississippi may also seek to increase their respective owned 
generating capacity; however, in the near term we believe purchased power will remain integral to their 
resource strategy. 

Big Rivers’ outlier status for the sub-factors measuring Purchased Power as a Percentage of Sales and 
New Build Capex both shifted to positive from negative following two negative rating actions since 
August 201 2, following contract termination notices jeopardizing the high concentration of sales that 
its largest memberlowner, Kenergy, makes to two aluminum smelters. We also note that the amount 
of power that Big Rivers is purchasing significantly declined when it completed unwind transactions to 
re-establish its direct rights to power produced from its generation assets previously leased to LG&E. 
Moreover, Big Rivers’ capex budget includes some flexibility related to maintenance projects and 
environmental spending for the next two years is estimated at $60 million; we understand that Big 
Rivers is arranging funding for environmental related capex. 

The low ratings for so many of the G&Ts relating to sub-factors in Factor 2 are largely balanced by 
higher scores in Factor 1 and Factor 4. The rate autonomy and relatively competitive rates for so 
many of the G&Ts make it more likely that the members will accept what in many instances will be 
the ongoing need for rate increases even after a series of rate increases implemented over the past fay 
years. 
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Factor. 3: Observations and ChtEier Discussiosz 

Member/Owner Profile 
Indicated ratings for Factor 3 map reasonably well to the actual ratings for the large majority of the 18 
rated G&T co-ops in chis methodology, with just three negative outliers. 

Basin Electric Power Cooperative, Golden Spread Electric Cooperative, and Tri-State Electric G&T 
Association are negative outliers for residential sales as a percentage of total sales to retail customers. 
We note that Basin’s member base serves territories dependent on farming, mining, and oil and gas 
exploration and production. Thus, Basin is considerably more dependent on potentially more cyclical 
sales than many of its peers who sell energy to a more sizable and generally more stable residential 
customer base. Although the absolure level of residential sales made by Basin’s members is expected to 
continue to increase modestly, those will likely be outpaced by large commercial and industrial sales 
due to the make-up of the customer base for several of Basin’s members. That said, many of the 
regions served by Basin’s members have economies that are growing at a faster pace than the national 
average which bodes well for Basin’s utility revenue growth potential. Golden Spread’s sixteen 
members have a substantial footprint extending from the Oldahoma panhandle in the North and 
South through the mid-plains section of Texas. The substantially lower percentage of sales made by 
Golden Spread to residential customers compared to its peers results from a significant presence of oil 
and gas companies, agriculture-related industries and live stock farmers/ranchers in its service territory. 
Also, there is a significant seasonal irrigation load it serves, which can vary year to year. Importantly, 
Golden Spread is not exposed to any significant industrial load concentration. Since Tri-State’s 
member base spans a vast territory throughout four states, including service territories dependent on 
farming, mining, and oil and gas exploration and production, it has among the smallest percentage of 
residential sales compared to its peers. Also, Tri-State is not over-exposed to commercial or industrial 
customer concentration, which tempers credit risk related to its members’ relatively smaller percentage 
of residential sales compared to other G&T co-ops’ members. 

Big Rivers’ low score for residential sales as a percentage of total sales to retail customers is no longer a 
negative outlier because its reliance on industrial load factored heavily in the two negative rating 
actions since August 20 12, following contract termination notices jeopardizing the high concentration 
of sales that its largest membedowner, Kenergy, makes to two aluminum smelters. 

Factor 4.: 0 b ~ ~ ~ a t i ~ c . p ~  and Qt l thr  D~sclrssioff 

G&T Financial Metrics 
Factor 4 talm into account historical financial statements. Historic results help 11s to understand the 
pattern of a G&T’s financial and operating Performance and how the G&T compares to its peers. 
While Moody’s rating committees and the rating process use both historical and projected financial 
results, this document rnalces use only of historic data, and does so solely for illustrative purposes. 

Although a significant number of the sub-factors in Factor 4 map reasonably well to a G&T’s actual 
rating, there are several instances where significant positive outlier status is evident. Most notably, 
Golden Spread and Big Rivers are positive outliers for four of their five key financial metrics. In the 
case of Golden Spread, this reflects conservative financing strategies through the years. We anticipate 
that additional debt to fund Golden Spread’s current long-term capital expansion plan is likely to 
cause these metria to drift on average into the Aa category at a minimum, thus eliminating the outlier 
status. Big Rivers’ mapping is based on its three-year average financial metria through December 3 1, 
201 1, which reflect substantial improvement upon completion of the unwinding of lease transactions 
in 2009. Recent historical financial performance, which does not include the effect of the 2009 lease 
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unwind, produces financial metrics more aligned with other peer G&T’s. Notwithstanding the current 
A2 Indicated Rating for Big Rivers under the Methodology, its actual senior secured rating of Bal , 
which is under review for downgrade, reflects the unique credit risks relating to Big Rivers’ load 
concentration to two aluminum smelters, the smelter contract termination notices and the fact that 
receipt of the notices will impact cash flow in August 2013 in one instance and in January 2014 for the 
other. 

Georgia Transmission Corporation and Oglethorpe Power Corporation are negative outliers on DSC 
and TIER, respectively, reflecting greater acceptance by their respective management and boards to 
manage results close to the minimum required levels contained in their debt indentures. 

Factor 5:  Obsewations 2nd OutLier Disccrssiican 

G6:T Size 
Even the largest G&T co-op, Oglethorpe Power Corporation, is considered to be relatively small by 
investor-owned electric utility standards, so this has a limiting effect on the number of positive 
outliers. 

In the case of Oglethorpe Power and Great River Energy, the significant investments in property, 
plant, and equipment were financed primarily with debt, which resulted in weaker metrics and lower 
ratings, thus contributing to the positive outlier status for the size factor. Although Big Rivers has 
increased its megawatt hours sold and net property, plant and equipment in recent years, it is a positive 
outlier for the size factors more so because of its low rating level reflecting the unique risks relating to 
Big Rivers’ load concentration to the two aluminum smelters. 

The two negative outliers are Chugach Electric and Georgia Transmission Corp., reflecting smaller 
than average size for the rated universe. 

Although Chugach Electric is a negative outlier for megawatt hours sold it is by far the largest power 
provider in the state of Alaska and is geographically isolated, which tends to temper credit risk related 
to its small size. 
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G&T co-ops represent one of the three main forms of ownership for enterprises involved in the 
generation and delivery of electricity. Investor owned utilities (IOUs) constitute a sizeable majority of 
the U.S. electricity sector, with government owned municipal or public power entities representing the 
second largest segment of the market, and G&T co-ops being by far the smallest segment. G&T co- 
ops do not directly compete with each other or with investor owned utilities or government owned 
entities in a substantial way because cooperatives mainly provide service to their owner members under 
long term all requirements power contracts. 

The A3 average (senior most) rating assigned for G8rT co-ops is two alpha-numeric notches below 
the average rating for municipal or public power entities which is in the high A range; is one alpha- 
numeric notch below the average rating for US municipal joint action agencies, which is in the mid-A 
range; and is one alpha-numeric notch higher than the average rating for IOUs, which is in the high 
Baa range. G&T co-ops tend to be significantly smaller than investor owned utilities but have higher 
ratings because they are able to raise rates without the regulatory review required for investor owned 
utilities. GBrT co-ops also face less competition given their contractual relationship with their 
member owners. 

The following chart compares some of the characteristics that distinguish the risk profiles of these 
three subsets of the 1J.S. power sector. 

FIGURE '13 

Investor-Owned l l t i l i t ies 

Rate regulated 

C&T CO-OPS 

Most are not rate regulated but their 
owners may be 

Municipal And Public Power 

Not rate regulated 
_I_ 

Profit seeking; operated for the benefit Not-for-profit; operated for the benefit Not-for profit; Operated for public 
of public shareholders with obligations of their owner members benefit for the region served 
to  serve regulated ratepayers 

Most are larger; may have multiple All are small relative t o  lOUs Most are small relative to  lOUs 
entities in an issuer family 

.- ---_I- 

Subject t o  competition in the wholesale Little competition 
market; sometimes in the retail market 

Some history of defaults, usually as a 
result of needing rate increases that are need for rate increases that are too 
too large t o  be acceptable t o  ratepayers large t o  be acceptable t o  members 

Little competition 

Some history o f  defaults; usually due t o  No defaults for load servicing utilities; 
two for JAA or project related 
financings 

~ 

Can file Chapter 11 bankruptcy Can file Chapter 11 bankruptcy 

Tend t o  have higher rates compared t o  Rates tend to be comparable to  lOUs 
municipal or public power 

Rely extensively on capital markets Most borrow from the Rural Utilities 
Service and cooperative financial 
institutions; larger issuers access the 
caDital markets 

More impediments to  bankruptcy but 
may be able to  file Chapter 9 

Tend to  have lower rates than C&T co- 
ops and lOUs 

Rely on public and private markets for 
financing needs; may have access to 
government funding if needed 

_I_-.- -- 

Cornparism with joint kctian Agencies 

Moody's rates approximately $42 billion of bonds issued by US'. Municipal Joint Action Agencies 
(JAAs), which have an average rating in the mid-A range and exhibit some characteristics in common 
with electric generation and transmission cooperatives. Both are nonprofit enterprises and are 
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governed by their members. Cooperatives as well as many JAAs tend to serve smalI rural communities 
in the U.S. A significant difference between the two is the greater ability of JAAs to issue low cost tax- 
exempt debt, although cooperatives may borrow at below market rates through the federal RUS. 

Since the 1970’s, groups of cityowned electric utilities have established JAAs to pool resources to 
finance the construction of new generation facilities or to jointly purchase electric power supply. 
Participating members of JAAs are contractually obligated for power supply through take-or-pay and 
take-and-pay power sales agreements. These agreements are the underlying security for tax-exempt 
debt issued by JAAs. The power sales agreements are structured to have the same term as the debt 
issue. 

JAAs have unregulated rate-setting authority and their municipal utility participants can recover costs 
by independently raising retail rates. The most recently completed period of borrowing by the JAA’s 
was largely undertalcen to finance ownership in new generation plants in order to assist their 
participant members in meeting demand growth and also to diversify their generation fuel mix. 

The four key rating factors Moody’s considers for JAA ratings include: 

)) 

)) 

)) Competitiveness 

)) Financial Strength and Liquidity 

)) 

Key questions embedded in our analysis of these factors are: 

)) 

)) 

Participant Credit Quality and Cost Recovery framework 

Asset Quality (Talce-or-Pay)/Resource Risk Management (All Requirement) 

Willingness to Recover Costs With Sound Financial Metria (AU-Requirement) 

What is the average weighted credit quality of participants? 

What are the demographic and economic characteristics of the service areas of the participating 
municipal electricity distributors? 

How economic are power sales contracts relative to competitors? 

How axe the power supply contracts structured, and what are the bond security provisions? 

How do JAAs manage their balance sheet and liquidity as they plan for capital spending in order 
to position the JAA to meet future demand growth and competition? 

)) 

)) 

)) 
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Appendix D 

Key Rating tssues QVCP the Entermediate fern7 

Environmental Regulations on the Horizon 
Many G&T co-ops have been postponing some of the sizable environmental expenditures originally 
anticipated to meet pollution control measures and emissions limitations to address concerns about 
carbon while awaiting more clarity on the specifics of the requirements. Nevertheless, these 
expenditures still loom on the horizon and will undoubtedly influence supply planning decisions, 
including whether to retrofit or retire coal units, diversify more into gas-fired plants and/or renewable 
energy sources, and/or promote efficiency and demand-side management programs. As the effective 
dates for some impending regulations quickly approach and other regulations are developed, G&T co- 
ops could experience progressively higher capital expenditures over the intermediate term, all of which 
would be recoverable in rates under their respective wholesale power supply contracts. 

Large Capital Expenditures 
Given the capital intensive nature of the G&T co-op sector, it is not unusual for capital spending 
plans to outpace depreciation and amortization in heavy spending years. In addition to the 
aforementioned environmental related spending there are other more routine maintenance and 
upgrades to existing generation and transmission infrastructure that are essential to ensure meeting 
reliability standards so critical when providing an essential service. In order to meet rising electricity 
demand as the 1J.S. slowly emerges from a recession, many G&T co-ops will wrestle with supply 
planning decisions. Finding the delicate balance between the right mix of new owned resources, 
power purchase arrangements, efficiency and demand-side management programs, while also 
complying with environmental regulations and/or renewable portfolio standards is no easy task. For 
those G&Ts that elect to participate in the construction of large, highly capital intensive projects that 
are largely financed with debt, especially nuclear plants, which have not been built in the U.S. in many 
years, the challenges could be particularly daunting and significantly pressure their credit quality. 

The U.S. Economic and Financial Market Conditions 
Having fared reasonably well during the recession period of 2008-2003, G&T co,-ops are poised to 
take advantage of the sluggish economic recovery unfolding in the U.S. Our view is influenced in 
part by the load forecasts for many G&T co-ops that point to modest increases in customer usage of 
electricity in the 1 % - 2% range over the next few years. We see this projected trend as a credit 
positive since falling demand for electricity would likely increase the need for rate increases to avoid 
material decline in overall financial performance and a weakening of the credit profile. With sound 
credit quality expected to be maintained going forward, we anticipate that investors will continue to be 
receptive to malting investments in debt offerings made by G&T co-ops. 

Ability versus Vtillingness To Raise Rates 
Rate autonomy, long-term contractual relationships with member/owners, and virtual monopoly 
control over providing an essential service are key factors that will continue to support sound credit 
quality in the U.S. electric G&T cooperative sector. Because electric G&T co-ops provide such an 
essential service, we believe that the sector has a high degree of flexibility to raise rates charged to 
customers, which facilitates control over their financial position and increases the likelihood of 
achieving targeted financial metria. We refer to this flexibility as the “willingness of a G&T co-op to 
adequately maintain its financial strength commensurate with its rating level”. For some of the G&T 
co-ops, the prevailing low commodity price environment, especially for natural gas, has helped 
cushion the overall effect on members’ rates owing to rate increases to cover other non-fuel costs. That 
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said, there are occasions when affordability pressures surface and test the willingness of G&T co-ops to 
move ahead with wholesale power rate increases to their memberlowners. For example, this may occur 
on the heels of situations where debt costs rapidly increase during large capital construction programs 
or when expansions are undertaken to accommodate projected customer growth that comes up short 
of original expectations. Also, a G&T co-op’s “willingness” can be severely tested when 
unemployment rates persist at high levels and/or other economic growth indicators are weak. Since 
electricity is one of the most essential services to the economy, we view the customer’s willingness to 
pay for the service to be very high. We also note that the relatively small proportion of total personal 
income spent on electricity can help temper credit risks tied to the affordability factor. 

G&Ts who choose to defer increasing rates to their members in the face of sharply higher costs or who 
are unable to gain approval from regulators to do so when rate regulation applies will likely experience 
a deterioration in their key credit metrics. Inability to obtain regulatory approval for rate increases has 
contributed to the banlmptcy of G&T co-ops in the past. As an alternative to imposing a large rate 
increase at one time, we observe that some G&T co-ops have had reasonably good success following a 
strategy of smaller, more frequent rate increases to be phased in over a period of years. 

Rates charged by G&T co-ops need to be regionally competitive with rates charged by other power 
providers. Rate competitiveness of G&T co-ops relative to other power providers is important because 
it affects the willingness of co-op members to accept rate increases when costs increase. With most 
other power providers currently facing similar operating costs and capital spending requirements, as 
well as sometimes increasingly expensive insurance and pension benefits, we do not expect that the 
rates that G&T co-ops charge their members will be materially less competitive than those charged by 
other power providers. 

Prevaiiing Reliance on Low-Cast Loans from US. Government Sponsored Agencies, Vi/hile Increasing 
access to Other Capital Sources 
G&T co-ops rely heavily on low cost loans from the Rural Utilities Service of the 1J.S. Department of 
Agriculture (RUS) and from RUS guaranteed loans provided by the Federal Financing Bank (FFB), a 
government funding arm. Thus, any federal budgetary constraints could have negative consequences 
on this vital low-cost funding source. That said, a strong historical lobbying presence in Washington 
through National Rural Electric Cooperative Association has historically served as a buffer to this risk. 

In addition to the RUS, G&T co-ops also rely heavily on loans provided by cooperative financial 
institutions such as the National Rural Utilities Cooperative Finance Corporation (NRUCFC; A2 
senior unsecured; stable outloolc) and CoBdc. More recendy, given the benefits from flight to 
quality, there is a growing number of the larger commercial banking institutions that have increased 
lending to the sector through participation in syndicated bank revolving credit agreements. Often the 
G&T co-ops also maintain relationships with smaller local commercial banking institutions. 

Still, the RUS is the single largest provider of debt financing to the sector. Given the history of 
political support for the RUS loan program, our ratings reflect our assessment that the probability of 
systemic withdrawal of such low cost funding is low. The ratings do, however, incorporate the RUS 
decision not to provide loans for the construction of base load coal and nuclear plants. 

Some cooperatives have elected to repay all RUS loans or otherwise obtain lien accommodations in 
order to obtain more financial flexibility, which results in a greater reliance upon the capital markets as 
a source of funding. Larger G&T co-ops, such as some of those in Moody’s rated universe, have long 
ago increased financial flexibility by accessing the capital markets. In recent years, a growing number 
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INFRASTRUCTURE 

of G&T co-ops have done likewise, given their desire to increase financing flexibility and the RUS 
decision not to lend for the construction of base load coal and nuclear plants. We anticipate that this 
trend will continue. 
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industry Outlook: 
)) 

)) 

)) 

Rsting Iviethodologies: 

)) 

)) 

)) 

U.S Redated Electric Utilities, Februanr 2013 (1493791 

U.S. Power Proiects Februarv 2013 (1499741 

U.S. Public Power Industry Outlook, June 2012 (141 124) 

Natural Gas PiDelines, November 2012 (146415) 

Redated Electric and Gas Utilities, August 2009 (1 18481) 

U.S. Public Power Electric Utilities with Generation Ownership Exposure, November 201 1 
(135299) 

U.S. Municipal Toint Action Agencies, October 2012 (145899) 

Power Generation Proiects. December 2012 (147991) 

U.S. Public Power Electric Utilities, April 2008 (106322) 

)) 

)) 

)) 

Special Comments: 
)) 

)) 

)) 

)) 

Infrastructure Companies Well Insulated from Fiscal Cliff Risks, December 2012 (148299) 

Slow Economic Recovery Tests Willinpess to Manage Rates and Costs. October 2012 (146421) 

Household Electric Utility Affordability - Impact of Recession, October 2012 (1465621 

Default and Recovery Rates for Project Finance Bank Loans, 1983-201 1, Februw 2013 
(1496031 

Infrastructure Default and Recovery Rates, 1983-2012W1, December 2012 (146791) 

Southern Montana Electric Banlcruptcy Is Credit Negative for US Generation and Transmission 
Cooperative Sector, October 20 1 1 ( 1370 17) 

)) 

)) 

To access any of these reports, click on the entry above. Note that these references are current as of  the date of publication of 
this report and that more recent reports may be available All research may not be available to all clients. 
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r y Billie Richert 

1 b. 

Cc: Ralph Ashworth 
Subject: 
Attachments: 

Tuesday, April 02,2013 10:45 AM 
Rose, Kevin <Kevin.Rose@rnoodys.corn> (Kevin.Rose@moodys.corn) 

Updated Financial information for Big Rivers Electric Corporation 
Big Rivers Electric Corporation - 2012 Audited Financial Statements.pdf; Financial Model for Rate Case - Financial 
Forecast (2013-2016) 11-09-2012 (Filing).xlsx; PSC Order - 2012-00492 - SKNIBT-C45213032609030.pdf; KPSC Order 
Rehearing Order - 2013-01 -29.pdf 

Good morning, Kevin. Please find attached the following documents: 

Audited financial statements for years ended December 31, 2012 and 2011 
201.3 Budget and 2014-2016 Financial Forecast - These values reflect the exit of  Century Aluminum on August 
20, 2013. 
Kentucky Public Service Commission (KPSC) Order dated March 26,2013 granting Big Rivers’ request to have 
access to the $35 million Transition Reserve to  fund capital expenditures; and to  repurpose $60 million 
borrowed 
From CoBank in July 2012 to pay off the I983 Pollution Control Bonds ($58.8 million) which are due June 1, 
2013. 
KPSC Final Order dated January 29, 2013 for the 2011 Rate Case Rehearing. This Order provided for retroactive 
recovery of approximately $1.4 million in additional revenues for 2013 as well as an increase in annual revenue 
of $1.04 million in 2013 from the increase in base rates starting January 1,2013. 

The Century rate case is in progress but no firm dates have been established for the hearing which is anticipated in late 
June. We are planning to file another rate case (the ‘Alcan’ rate case) in late June 2013. 

b. m e  just filed a financing case, Case No. 2013-00125. This case is  to amend the CFC $50 million Revolver. We 
continue to work with CoBank to amend i ts revolver and are planning to file another financing case for the three year 
bridge financing with CFC to fund our Environmental Compliance Plan (ECP) for approximately $60 million. Our 
application for ECP long-term financing with RUS is anticipated to be filed in late May, 2013. 

After you have Rad a chance to review, please kt me know if there are any questions. 

Regards, 

RicLert em, CPTP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

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

__ ___ - 

The information contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any TeVieW, retransmission, dissemination Or other use of, or taking of any action in reliance upon, this information by persons or 
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ONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE GOMMlSSDON 

In the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC 
CORPORATION FOR APPROVAL TO ISSUE ) CASE NO. 
EVIDENCES OF INDE5GEDNESS ) 201 2-00482 

) 

O R B E W  

On November 14, 2012, Big Rivers Electric Corporation (“5ig Rivers”) tendered 

its application seeking Commission approval to issue new evidences of‘ indebtedness in 

connection with refunding by purchase of $58.8 million in County of Ohio, Kentucky 

(“‘Ohio County”), Pollution Control Floating Rate Demand Bonds, Series 1983 (,,I 983 

~snds”) and the issuance by Ohio County of a like amount of Pollution Co~ltro! 

Refunding Revenue Bonds, Series 202 3A (“3A Bonds”).‘ On January 24,2813, Big 

Rivers filed a motion to amend and supplement its application, seeking, among other 

things, Commission approval to use all OF a portion of the $60 million in remaining 

proceeds from its financing with CoBank ACB (“CoBank”), which was authorized by the 

Commission in Case No. 2012-001 29’ and was designated for capital expenditures in 

the ordinary course of business, as an allernatbe option as purchase the 1983 Bonds 

upon their maturity. The amended and supplemental filing also sought Commission 

approval to use the “Transition Reserve” approved by the Commission in 

I_ 

‘ At the February 28, 2013 Hearing, Big Rivers’ witness Billie J. Richert testffied that Big Rivers 

Case No. 2012-00719, Applica€ion of Big Rivers Electric Corporation for Approval to issue 

has withdrawn its request to issue the 201 3A Bonds. See Video log at I I :36:53 a.m. 

Evidences of indebtedness (Ky. PSC May 25,2012) 
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Case No. 2007-00455,3 in conjunction with the unwind transaction, to replace to the 

extent of $35 million, the CoBank amounts that would otherwise have been used for 

capital expenditures in the ordinary course of business. 

Big Rivers is an electric generation and transmission cooperative, organized 

under KRS Chapter 279, which owns electric generation and transmission facilities, and 

purchases, transmits and $elk ekC&kk)! at wNho6esale. It exists for the primary purpose 

of supplying the whoPesale ekctricity requirements of its three disfsibut‘rsn cooperative 

members, Kenerg Corp., Meil-de County Rural Electric Cooperative Corporation, and 

Jackson Purchase Energy Corporation (“IViernbers”). Its Members provide retail electric 

service to approximately 142,6400 retail members in 22 Western Kentucky counties. 

intervenors are the Attorney General of the Commonwealth of Kentucky, by and 

through his Office of Rate [ntewentisn; Kentucky fndustriaii Utility Cusfomers, fprc.; and 

Alcan Primary Products Corporation (“Bican”). Two infomai conferences were held 

during this case and Big Rivers mqmnded to two rounds of d& requests. A formal 

evidentiary hearing was held at the Commission offices on February 28, 2073. Big 

Rivers provided responses to requests for information made at the hearing on March 5 

and 11,201 3. The record is now closed and the matEer stands submitted for a decision. 

I 

5ACKGROUND 

~ i g  ~ i v k  financed pollution control facilities at its VV~ISOR Generating Station in 

part with proceeds of the 1983 Bonds, which will mature on June 1, 2013. Big Rivers 

stated in its initial applici~tion that it W~ulcb purchase the 1983 Bonds from their current 

--I_- 

Case No. 2007-00.255, Applications of Big Rivers Electric Corparation for ( I )  Approval of 
Wholesale Tariff Additiotis for Big Rivers Electric Corporation, (2) Approval of Transactions, (3) Approval 
to Issue Evidences of Indebtedness, and (4) Approvat of Amendments to Contracts; and of EON ff.$. 
LLC, Western Kentucky Energy Corp, and LG&E Energy Marketing, Inc. for Approval of Transactions (Ky. 
PSC Mar. 6,2009). 
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holder, Dexia Credit Local, in conjunction with issuing the 2013A IEeOndS. However, due 

to the uncertainties facing potential bond purchasers as a result of Century Aluminum’s 

(“Century”) notice to terminate its r e M  service agreement,” Big Rivers’ pending rate 

case, and the impacts ~f the pending rate case on Alcan’s smelter operation in Sebree, 

Kentucky, Big Rivers opted to amend and supplement its application as previously 

described. 

AMENDED P R O P O a  

CoBank Funds 

In Case No. 20’1 2-001 19, we approved Big Rivers’ request to use $60 rniliiors: of 

the proceeds of the secured loan with CoBank for capital expenditures in the ordinary 

course of business. Ordering paragraph 6 of the May 25,2022 Order in that proceeding 

stated that “the proposed bans shatl be used osliy for the !awftd8 purp~ses set out in Big 

Rivers’ Application.” With that restriction on Big Rivers’ use of the CoBank funds, it FIOVII 

seeks Commission approval to use those funds to pay its obligations under the 1983 

Bonds. 

stsppolrt of its amended request, Big Rivers points out that the 4983 Bonds are 

tax exempt. If it pays off the 3983 Bonds with funds that are not b ~ ~ o w e d  funds, it is 

Big Rivers’ understanding that it wouBd be unabie f~ later refinance that debt with tax 

exempt bonds. While there 6s little difierence ai present in the interest rates taxable 

debt and fax exempt debt, Big Rivers states that these circumstances could change in 

the future. Big Rivers sk3tes that while use of the CoBank borroced funds does not 

-- 
On January 31, 201 3, Alcan provided Big Rivers with Notice of Termination of its Retail Electric 

Service Agreement with Kenergy Corp., the Big Rivers’ member cooperative from which it takes service. 
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assure that it will have access to tax exempt debt in the future, such use holds open the 

opportunity to de, so. 

Transition Reserve 

The Transition Resenre was established by Big Rivers in 2009 in connection with 

the unwind transaction and was addressed further in Case No. 201 2-001 19, Ordering 

paragraph 8 in the May 25, 2812 Order in that case directed that Big Rivers invest the 

$35 million in the T r ~ t n ~ i t i ~ n  Resewe “in an interest-bearing account to be used 

exclusively as an emergency .fund to offset the loss of revenue should one or both 

Smelters close, unless authorized by the Commission to use the funds for another 

purpose.” Big Rivers now seeks iduthodty to use the Transition Reserve funds for 

capital expenditures ia the ordinar)! course of business to replace a pofiion of the 

CoBawk funds, which it now seeks to use to pay the 7983 Bond obligations. 

DISCUSSiON OF iSSUES 

AS stated in its amended application, 5ig Rivers must purchase, refund or pay 

default on its obligations. with respect to those bonds, which would result in default on its 

obligations with respect to all its indenture debt. I f ,  due to the uncertainties cited 

~ ~ ~ v ~ o u s I ~ ,  it is unable to issue new debt at reasonable terns, or is unable to issue new 

debt under any terns, Big Rivers is still required to purchase, refund or pay the 7983 

Bonds.5 At the present time, Big Rivers has limited alternatives to its amended and 

’ Subsequent to Alcan’s prevision of its Notice of Termination of its Retail Electric Service: 
Agreement, Big Rivers’ credit rating was lowered by each of the three major rating agencies, Standard 
and Poor’s, Moody’s Investor Service, and Fitch Ratings Ltd. 
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funds to pay the 1983 Bonds, but there are serious concerns about the impact ~f this 

option on its It has commenced negotiations with CoBank and Nationai Rural 

Utilities Cooperative Finance Corporation ("CFC") in an attempt to revise the terms of its 

revolving credit agreements with those lenders to permit access to the funds therein, 

which are now either unavailable from CoBank due to the termination notices of Century 

and Alcara or will become unavailable from CFC upon the termination of the Century or 

Altars: wholesale power mntract. However, whether those negotiations are successful 

and when the funds might be available if the negotiations are swccessful, are bot17 

uncerfain at a time when Big Rivers needs certainty, Removing the uncertainty 

regarding Big Rivers' ability io purchase the Z 98's 5QndS vsithout impairing its liquidity is 

step that we befieve shouid be viewed favorably by Big Rivers'  lend^.^, its auditor, the 

credit rating agencies wirhich monitor both its financial and operationai risks, and 

1 I 2,000 customers who reiy on its generation and transmission facilities. Accordingly, 

we will grant the approvaf sought by Big Rivers in its amended application. 

IT IS THEREFORE ORDERED that 

1. The May 25, 2012 Order in Case No. 2812-00419 is amended to p r ~ ~ i d e  

that Big Rivers is authorized to pay its ObligEftiORS Under the 1983 BoRds by using $60 

million of the proceeds of the secured loan with CoBank, as requested ire its amend& 

application. 

2. Big Rivers is authorized to use the Transition Reserve funds: t~ replace up 

f~ $35 million of the aforementioned CoBank funds and use them for =pita1 

One concern is how Big Rivers will be viewed by its auditor, KPMG, and the extent to which the 
many uncertainties facing Big Rivers may impact KPMG's consideration of €39 Rivers' ability to continue 
as a going concern as described in the American Institute of Certified Ptrblic Accountants' au$itiog 
standards. 
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expenditures in the ordinary course of business, 2s requested in its amended 

application. 

By the Commission 

ENTEREQ 

1 KENTUCKYPUBLlC I 
SERVICE COMMISSION 
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David BFown 
Stites & Harblson, PLLC 
1800 Prowidian Center 
400 West Market Street 
' ,+visville, KENTUCKY 40202 

Jennifer B Hans 
Assistant Attorney General's Office 
1024 Capital Center Drive, Ste 200 
Frankfort, KENTUCKY 40601-8204 

Honorable Michael L Kurtz 
Attorney at Law 
Boehm, Kurtz Lowry 
36 Easf Seventh Street 
Suite 1510 
Cincinnati, OHIO 45202 

Honorable James M Miller 
Attorney at Law 
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COMMOMWIEALTH OF KE 

BEFORE THE PUBLIC SERVICE COMMISSION 

En the Matter of: 

APPLICATION OF BIG RIVERS ELECTRIC ) 
CORPORATION FOR A GENERAL ) 
ADJUSTMENT IN RATES ) 201 ‘i -00036 

O R D E R  

By Order issued ovember 5 7,2QI ’1 (“Rate Order“), We Commission granted Big 

Rivers Electric Corporation (“Big Rivers”) an increase in its wholesale base rates tQ 

generate additional annual revenues of $26,744,776.’ A petition for rehearing was filed 

by Big Rivers on December 6, 20”1, raising four issues. The Commission issued an 

Order on December Pi, 201 1 granting rehearing on all four issues. Kentucky Industrial 

utility Customers, Inc. (1IKleSC”) then filed a motion on December 14, 2011 to dismiss 

the rehearing and vacate Q L B ~  December 8, 201j Order, on the basis that it had already 

filed an appeal with the Franklin Gkcuit Court challenging the Rate Order and, as a 

resuit, the Commission lacked jurisdiction to grant Big Rivers’ petition for rehearing. 

The Commission denied KIUC’s motion by Order dated February 14, 2012. In a 

March 8, 2012 ruling, the Franklin Circuit Court heid that the Commission did have 

jurisdiction to hear the issues raised on rehearing by Big Rivers and the Court 

remanded the case back to the Commission for further proceedings. On April 12,2812, 

in response t~ the Court’s March 8, 2012 ruling, we expanded the scope of our 

rehearing to include the three issues mised by KlUC in its appezl of the Rate Order and 

’ Big Rivers had sought an increase of approximately $39.95 million. 
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we modified the procedural schedule previously established for the rehearing of this 

case. 

The Commission directed Big Rivers and KIUC to file testimony on their 

respective rehearing issues, and an opportunity was provided for all other parties to also 

file testimony. A k r  conducting discovery, the Commission held an evidentiary hearing 

on September 12,2012. At that rehearing, the Commission ruled that the only evidence 

to be considered on rehearing would be that which was in existence at the time the Rate 

Order was issued. Rehearing briefs were filed by Big Rivers;, KIUC;, the Attorney 

General (“AG”), and Kenergy Cow., one of Big Rivers’ member-owner cooperatives. 

The record is now complete and the matter now stands submitted for a decision. 

BIG RIVERS’ REHE54RIMG ISSUES 

Big Rivers made the following four claims in its request for rehearing, each of 

which are addressed in detail below: 

1. 

2. There was an error of $450,000 in the calculation of Big Rive& 

The Rate Order did not: allow recovery of Big Rivers’ rate case expenses; 

depreciation expense in the Rate Order; 

3. Depreciation expense should be allowed on Big Rivers’ utility plant 

recorded as Construction Work in Progress (“CWIP”) at the end of the test year; and 

4. The Rate Order should be revised to correct an erroneous statement in 

the section addressing the “smelter Times Interest Earned Ratio (“TIER”) adjustment 

charge revenues.” 

-2- 
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Rate Case Expenses 

As pointed out by Big Rivers, the Rate Order inadvertently omitted recovery of 

Big Rivers’ expenses incurred in conjunction with the preparation of its application and 

the prosecution of its case up through August: 201 1 (,,rate case expenses”).2 Big Rivers 

originally proposed an adjustment of $281,719, based on estimated rate case expenses 

of $898,930.~ In response to an ongoing data recguestl4 ~ i g  Rivers updated its actual 

rate case expenses throughoM the course of the original proceeding. The final update, 

filed on August 18, 201 1 , reflected total actual rate case expenses of $1 ,976,030.5 

For this rate case, Big Rivers employed e legal services of the Owensbors, 

Kentucky, firm of Sullivan, Mountjoy, Stainback and Milier, PSC, and the Washington, 

D.C., office of Hogan Lovells US LLP (“l4ogan Lovells”). On rehearing, none of the 

parties challenged 5ig Rivers’ claim that the Rate Order did not allow for the recovery of 

any rate case expenses. However, KlUC and the A 6  did oppose Big Rivers’ request to 

recover the full amount of its expenses, claiming that Big Rivers did not properly 

manage its rate case expenses, specifically the expenses if. was charged by Hogan 

Lovells. KIUC and the AG particularly take exception to the hourly fees charged by 

Hogan hovells, which were roughly three times the highest hourly rafes charged by Big 

Rivers’ Kentucky law firm. KIUC argues that Big Rivers’ rate recovery should be limited 

_- 
The Commission’s typical practice for many years has been to allow the utility to amortize its 

rate case expenses over a three-year period and include the annual amortization expense in determining 
the utility’s required revenue increase. 

’ Big Rivers’ March 1 , 201 5 application, Volume Ill,  Exhibit Wolfrom-2, Reference Schedule 2 13, 
($898,930 I 3  - $17,924) = $281,719. A total of $17,924 ofthe expense was Incurred during the test year. 

Item 52 of First Information Request of Commission Staff, dated Feb. 18, 201 1. 

Big Rivers’ update to itern 52 of First Information Request of Commission Staff, filed Aug. 18, 
2011. 
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to the amount of the estimate included in its application, based to a great extent on Big 

Rivers’ initial refusal to provide unredacted copies of the invoices submitted by Hogan 

Lo~ells.~ KiUC claims that this refusal prevented all intervenors and Commissiorr Staff 

from reviewing the invoices to determine whether the charges were appropriate or 

neces~ary.~ In his brief, the A 6  proposes that Big Rivers’ rate case expenses be limited 

by applying an hourly rate fflore in Pine with those of local or regional law f i n s  to the 

hours billed by Hogan Lovek, to the &ent that the total Hogan hovells charges of 

$897,200 exceed the $174,880 original. estimate included in Big Rivers’ 

Big Rivers claims, that its rate case expenses were reasonable and necessary, 

including the fees charged by Hogasa hovells. 5ig Rivers states that Hogan Lovells has 

a great deal OS experience working with Big Rivers, spe~ifically citing the firm’s work with 

issues involving the Midwest Independent System Operator, Inc. , the “unwind 

transaction” proceeding, and its familiarity with the ahminlam smelter contracts and 

“smelter  issue^.^'^ ~ i g  Rivers cites two primary reasons why its actual rate case 

expenses exceed the estimate in its application: (I) 14: underestimated the leyel of 

expenses, in general, that it would incur during the course of this case; and (2) It had 

not anticipated the degree of complexity that the case would take on, which caused the 

role of Hogan Lovelk to be greatly expanded beyond what was expected prior to filing 

KIUC’s posf-hearing brief at 26. 

Id. Big Rivers did not file the largely unredacted copies of these invoices until aiier the 
evidentiary rehearing. 

* The AG provided no estimate of the amount of the resulting level of rate case expenses. 

Big Rivers’ rehearing brief at 5-6. 
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its application.” Big Rivers points out that it provided periodic updates of its actual rate 

case expenses up to the month that briefs were filed and that none of the intervenors 

took issue with the amount of those expenses at any time during the initial phase of this 

case.“ ~t argues that, consistent with its longstanding practice, the Commission should 

permit recovery of the actual level of rate case expenses incurred as reported in its 

August 18, 201 1 update. Based on that actual expense of $?,976,030, with $47,924 of 

that amount recorded in the test year, the resulting adjustment;, based on a three-year 

amortization, is $640,753. 

Based on a review of the record, the Commission finds that the concerns raised 

about Big Rivers’ rate case expenses are legitimate. Although Big Rivers did file mostly 

Lsnredacted copies of its legal invoices after the evidentiary rehearing, the rate case 

expenses if: seeks to recover are more than double its original estimate, the expenses 

for Hogan Lovells are more than five times the original estimate, and there was ah lack of 

meaningful oversight of those expenses by Big Rivers as they were being incurred. As 

pointed out during the evidentiary rehearing, the review process employed by Big Rivers 

was performed primarily for the purpose of ensusing the accuracy of the amounts it was 

billed by outside counsel and rate case consultants, with little efFort lo evaluate the 

reasonableness of the While Hogan Lovells appears to possess both the 

experience and expertise claimed by Big Rivers, the mostly unredacted invoices show 

that: much of the work it performed for Big Rivers during the initial phase of this rate 

_- 
Id,, at 6-7. 

Id., at IO.  

10 

11 

’‘ September 12, 2012 hearing video at generally 11:12:50 - ?1:19:50. 
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case was in conjunction with tasks such as reviewing and drafting data responses and 

data requests, tasks that have not been shown to require its specialized level of 

experience or expertise. 

In conclusion, the Commission finds that while Big Rivers should not be limited fo 

its original estimate of $898,930 for rate case expenses, its request to recover actual 

expenses that art? more than double its original estimate has not been shown to be 

reasonable and necessary. Gohsequently, in determining the appropriate level of rate 

case expenses to be recoverable by Big Rivers, there must be some reduction from the 

actual amount of $1,976,030 for which it seeks recovery. Therefore, for ratemaking 

purposes, we will reduce the amount charged Big Rivers by Hogan Lovells in excess of 

the original estimate by 20 percent, from $897,200 to $752,546. This seduces the total 

rate case expenses allowable for ratemaking purposes to $1,831,376. Based on a 

threeyear amortization and recognizing the amount already reflected in the test year, 

this results in an adjustment of $592,535. 

The Cornmission also notes that Big Rivers, as the applicant in this case, bears 

the burden of proof, and had it not filed unredacted copies of its legal invoices, none of 

those expenses would have been included for recovery in rates. En future rate cases, 

any request for recovery of rate case expenses must be suppo13ed by unredacted 

copies of invoices. In addition, there must be a showing that the use of highly 

compensated counsel was essential for the particular tasks being performed. 

Depreciation Error 

Big Rivers cfaims that our Rate Order contained an error which understated its 

adjusted depreciation expense by $450,000. None of the intervenors contested this 
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claim and neither does the Commission. Accordingly, we will correct that error and 

restate Big Rivers’ test year depreciation expense, as adjusted. This correction results 

in adjusted test year depreciation expense of $43,668,778, an increase of $450,000 

above the amount of $40,218,778 contained in the Rate Order. 

Depreciation ExDense on Test Yearend CWIP 

The Rate Order denied Big Rivers’ request to recover depreciation expense on 

its test year-end CWIP. In doing so, the Rate Order stated: “Going beyond the end of 

test year plant-in-service balances is inconsistent with the concept of a historical test 

year and a violation of the broad ‘matching principle’ described previously in this 

Order.”13 On rehearing, Big Rivers states that depreciation expense should be allowed 

on two components of its test year-end CWIP: (1) Plant that was providing service at 

test year-end but had not yet been transferred on its books from CWIP to plant in 

service; and (2) Plant that was not in service at test year-end, but was placed in sewice 

by September 1, 201 1, the date new rstes became effective. The expense for these 

hrvo categories, $359,678 and $1,284,476, respectively, would result in an additional 

increase in depreciation expense of $1,644,154. Big Rivers ciaims that, with the limits 

on its annual Margins for Interest Ratio (“MFIR), it has little [‘maneuvering room” 

between its allowable maximum margin and the minimum margin it must realize to meet 

the required MFIR of 1.10, and that recovering, or not recovering, this additional 

expense could significantly impact its financial resu~ts.’~ 

l3  November 17, 201 1 Order, at 20. 

‘4 Direct Testimony on Rehearing of Mark A. Hite (“Hite Testimony“) at 12. 
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In support of its request, Big Rivers cites prior cases in which the Commission 

allowed recovq of depreciation expense on year-end CWlP balances, or in which Big 

Rivers contends the recovery was al10wed.l~ It also emphasizes that none of the plant 

in CWIP for which it seeks recovery of depreciation expense generates any revenue.q6 

The Commission is not persuaded by Big Rivers’ arguments. As shown in the 

discovery on this issue, the circumstances in the cases cited by Big Rivers in which 

depreciation on test year-end CWlP was allowed by the Commission are distinguishable 

from those in this case. In the 1990 rate case of Louisville Gas and Electric Company 

( g c ~ ~ & ~ ’ ’ ) , ‘ 7  the distinguishing issue was the commercialization of a base loace 

generating ernit, for which the magnitude of the Cost resulted in a significant increase in 

LGSrE’s rate base and its depreciation expense. In the 2010 rate case of Delta Natural 

Gas Company, I~c . , ‘~  $2,809 in depreciation expense on the test year-end CWIP 

balance was less than ~ne-tenth ~f one percent of the revenue increase, a di rninimus 

amount. In the 2009 rate cases of Kentucky Utilities Company and LG&E,” the parties 

had reached a non-unanimous settlement which did not address depreciation expense. 

The Commission’s analysis in those cases addressed only the issues raised by the AG, 

the party that did not agree to the revenue requirement terms of the settlement. 

’’ Direct Testimony on Rehearing of John Wolfrom at 11-15. 

Hite Testimony at 14. 

Case No. 90-158, Adjustment of Gas and Electric Rates of Louisville Gas and Electric 

l8 Case No. 2010-00116, Application of Delta Nalumnl Gas Company, Inc. for an Adjustment of 
Rates (Ky. PSC Oct 21, 2010). 

19 Case No. 2009-00548, Application of Kentucky Utilities for an Adjustment of Base Rates (Q. 
psC July 30, 2010), and Case No. 2009-00549, Application of Louisville Gas and Electric Company for 
an Adjustment of Electric and Gas Base Rates (Ky. PSC July 30, 2010). 

Company (Ky. PSC Dec. 21, 1990). 
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Depreciation expense was not one of the issues raised by the A 6  and, in ultimately 

accepting the revenue level in the settlement, the Commission’s Orders made no 

findings regarding depreciatiosr on test year-end CWIP. 

Big Rivers points out that none of the utility plant included in its test year-end 

CWP balance for which it seeks recovery of depreciation expense is revenue-producing 

plant. If claims, therefore, that there are no corresponding adjustments that can be 

made to revenues Eo be “matched” with its proposed depreciation expense adjustment. 

In this regard, Big Rivers is viewing the matching principle as it applies to a historic test 

year too narrowly. The manner in which the Commission has employed the matching 

principle takes a broad view of the test year, considering all items of revenue, eicense, 

and capital costs. The Commission’s interest is not limited to whether specific items of 

plant are revenue producing. Rather, our interest is in whether all components that may 

impact a utility’s revenue requirement are, to the greatest edenf reasonably possible, 

reported for the same time period, or from an accounting perspective, for the same 

reporting period. This is not a recent deve9opmenE; the Commission has long viewed 

the matching principle in such a broad manner. As Big Rivers pointed out in a data 

response, the Commission stated in an order in the 1990 LG&E rate case that: 

. . .if a historic test period is used, adjustments for post-test 
year plant additions should not be requested unless gdJ 
revenues, expenses, rate base, and capital items have been 
updated to the same period as the plant additions?’ 
(Emphasis added). 

Going beyond the end of test year plant-in-service balances without similarly 

going beyond the test year to adjust revenues, rate base, etc., is inconsistent with the 

concept of a historical test year and a violation of the broad ”matching principle” 

Case No. 90-158, December 21,1990 Order at 4-5. 
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described in our Rate Order. For this reason, we will affirm our earlier decision and limit 

the depreciation expense adjustment to the amount derived by applying Big Rivers’ 

depreciation rates to its test yearend plant in service balances. 

Statement Regarding Smelter TIER Adiustrnent Charge Revenues 

The Rate Qrder, at page 6, under the heading “Smelter TIER [Times Interest 

Earned Ratio] Adjustment Charge,” stated in the third sentence that “the financial model 

relied upon by Big Rivers in conjundion with the Unwind Transaction did not include any 

Smelter TIER Adjustment revenues.” In ifrs rehearing request, Big Rivers claims that (7 )  

the cited financial model was not in evidence in this case; and (2) the Commission’s 

statement is erroneous in that the financial model in question did include Smelter TIER 

Adjustment revenues in each of the years 2011 through 2023. Big Rivers seeks 

rehearing to have this finding eliminated from the Rate Order, and to have any other 

findings or C O ~ C ~ U S ~ Q ~ S  contained in the Rate Order be modified, as appropriate, based 

on the elimination of the challenged finding. 

Through discovery, Big Rivers affirmed that the financial model it had used in 

conjunction with the Unwind Transaction did not include any Smelter TIER Adjustment 

revenues in projecting its financial results for 2009 and 20g0, which are  the two years 

reflected in the test year used in this case, the 12 months ended March 31, 2010. It 

also clarified that its concern was that the statement. indicated that the financial model 

contained no Smelter TIER Adjustment revenues, although the model included such 

revenues for each of the 13 years subsequent to 201 0.*’ 

21 Response to Item 3 of First Information Request of Commission Staff, filed Mar. 22, 2012. 
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In its rehearing brief, Big Rivers recommended that the statement in the Rate 

Order be revised to read as follows: “The financial model relied upon by Big Rivers in 

conjunction with the Unwind Transaction did not include any Smelter TIER Adjustment 

revenues in the veaPs 2009 and 2010.” (Emphasis added). No other party took 

exception to Big Rivers’ position on this issue, and no other party addressed this issue 

in a rehearing brief. 

Having considered the matter, we conclude that Big Rivers’ suggested revision to 

the statement is accurate and reasonable and should be adopted. Accordingly, we will 

revise the Rate Order to reflect this change. 

Effective Date of New Rates 

At the September 12, 2012 evidentiary rehearing, Big Rivers referred to the 

additional revenues that might be granted on rehearing as being granted retroactive to 

the September 1, 2011, the effectiwe date of the new rates approved by the Rate 

Order.z2 The parties were requested tQ address this issue in their rehearing briefs, and 

Big Rivers and KIUG did address the issue. 

Big Rivers states that the Commission has the authority to retroactively correct 

errors in its orders and cites Case NO. 10498,23 in which the Commission granted a! rate 

increase by Order dated October 6, 1989 and an Qctober 17, 1989 Order which 

corrected an error in the earlier order and granted an additional rate increase with the 

same effective $ate as the earlier order. Big Rivers claims that correcting the $450,Q00 

error in its depreciation expense and awarding if rate case expenses are corrections of 

2? September 12, 2012 hearing video at 14:09:40. 

Case No. q0498, Adjustment of Rates of Columbia Gas of Kentucky, Inc. (Ky. PSC Oct. 6, 
1989). 
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the fypes of errors that should be made retroactive. It also claims that denying 

depreciation on projects in CWlP at the test yearend is an error in applying the 

matching principle to ip historical test year. 

KIUC contends that any modification of Big Rivers’ rates resulting from rehearing 

must be made on a prospective basis. It relies on the language of KRS 278.270 to 

argue that changes in rates are to be prospective only. That statute reads: 

Whenever the commission, upon its o w  motion or upon complaint as 
provided in KRS 278.260, and after a hearing had upon reasonable 
notice, finds that any rate is unjust, unreasonable, insufficient, unjustly 
discriminatory or otherwise in violation of any of the provisions of this 
chapter, the commission shall by order prescribe a just and reasonable 
rate to be followed in the future. (Emphasis added) 

KIUC cites a February 2, 2007 ruling against the Commission by the Kentucky 

Court of Appeals concerning a decision to require refunds of rates paid by payphone 

service providers to telecommunications companies (‘Telcos”). After finding that the 

Telcos’ rates did not comply with tariff guidelines of the Federal Communications 

Commission, the Commission adjusted the rates downward and required the Telcos to 

refund the difference between the old and new rates retroactive to the date of the order 

approving the old rates. Citing KRS 278.270, the Court stated that: 

In light of the General Assembly’s comprehensive rate- 
making scheme, including only a narrowly defined 
circumstance under which refunds can be ordered, the filed 
rate can only be lawfully altered prospectively. KRS 
278.270, supra. Under the requirements of the statute, the 
rate the PSC authorized BellSouth to charge payphone 
service providers remained in full force and effect until the 
Commission modified it by its order of May 2003. 
Cqnsequently, as a matter of law, BellSouth was never 
overpaid; no credits accrued; and no refunds were owed. 
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Determining the effective date for Big Rivers’ new rates involves an analysis of 

both the filed rate doctrine and our authority to correct clerical errors back to the date of 

the error. The filed rate doctrine provides that “when the legislature has established ai 

comprehensive ratemaking scheme, the filed rate defines the relationship between the 

regulated utility and its customer with respect to the rate that the customer is obligated 

to pay and that the utility is authorized to collect.”24 Once the Commission establishes a 

rate by order, that order “shall continue in force until the expiration of the time, if any, 

by the commission in the order, or until revoked or modified by the commission, 

unless the order is suspended, or vacated in whole or part, by order or decree of a court 

of competent jurisdiction.“ KRS 278.3913. 

Citing these requirements, KIUC argues that the rates in the Rate Order became 

the filed and lawful rates for service rendered by Big Rivers on and after September 1, 

2011 and that they can be changed prospectively only, not retroactive to that date. 

However, Kentucky Courts have also recognized that the filed rate doctrine does not 

infringe on the Commission’s authority to correct clerical mistakes in its orders, and that 

those corrections can be made retroactively to the date of its original order. 

In the case of Union Light, Heat &. Power Co. v. Public Service Comrn’n., 271 

S.W. 2d 361, 365-366 (Ky. 1954), Kentucky’s then highest court held that: 

An administrative agency unquestionably has the authority, 
just as has a court, to reconsider and change its orders 
during the time it retains control over any question under 
submission to E. It has been held t6wt an administrative 
agency has the power to amend or correct its records by 
nunc pro tunc entries. 

24 Cincinnati Bell v. Kentucky Public Service COmm’n., 223 S.W.3d 829 (Ky. App. 2007). 
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Some years later, the Kentucky Court of Appeals affirmed a Commission order 

entered without notice or hearing, reducing a previously approved rate and requiring 

refunds, when the record showed the previously approved rate resulted from a 

mathematical enor. 

It is well settled that administrative agencies, as well as 
courts, have sufficient authority to correct obvious clerical 
errors in their orders, so long as the mistake is plainly shown 
in the re~ord? 

Here, the omission of an adjustment in the Rate Order to refiect Big Rivers’ rate 

case expenses is shown by the record, and Big Rivers’ request for such an adjustment 

was not challenged prior to the date of that order. In addition, no party challenges Big 

Rivers’ claim that the Rate Order contairis an error in its depreciation expense 

calculation. Such errors caw be corrected retroactively without violating the filed rate 

doctrine. 

Limited exceptions to the filed rate doctrine have also been recognize$ by federal 

courts. Tke 14,s. Court of Federal Claims recognized that: 

When determining whether ai FERC order violates either the 
filed rate doctrine or the rule against retroactive ratemaking, 
this court inquires whether, as a practical maffer, the 
[parties] ... had sufficient notice that the approved rate was 
subject to change.” Significantly, notice does not mean that 
the rule against retroactive ratemaking does not apply; 
rather, notice, such as that provided by a refund effective 
date, ”changes what would be purely retroactive ratemaking 
into a functionally prospective process by placing the 
relevant audience on notice at the outset that the rates being 
promulgated are provisional only and subject to later 
revision. (Internal quotations and citations 

2s Mike Little Gas Co. v. Public Service Comm’n., 574 S.W. 2d 926, 927 (Ky. App. 1978). 

26 Pacific Gas and Electric Co. v. The United States, 105 Fed. CI. 420 (Fed. Cl. 2012). (Quoting 
public Ufilifies Commission offhe Safe of California v. FERC, 988 F.2d 154. I64 (D.C.Cir.1993). 
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Here, Big Rivers sought rehearing of the Rate Order within the time allowed 

under KRS 278.400. Thus, all parties to the case were on notice that there was a claim 

that one expense adjustment had been omitted and that another contained a 

mathematical error. While the Commission typically addresses and corrects these 

types of errors quickly, we were unable to CPO so because of KlidC’s immediate appeal of 

the Rate Order to Franklin Circuit Court and its challenge of our jurisdiction to proceed 

with this case administratiwe8y. The Court ultimately remanded the rate case back to the 

Comrnission, ruling that: 

The timely filing of the petition for rehearing at the 
Commission . . . converted the Corn ission’s order from a 
final to a non-final order. . . . This Court should not attempt 
to wade into a dispute which has not been finally resolved by 
the administrative agency with primary jurisdiction in this, 
matter. 

As the Court has acknowledged that the Rate Order was not final, the filed rate doctrine 

does not prevent the correction of cierical errors retroactive to the September 1, 281 1 , 

the effective date of the rates approved therehZ7 

Having considered the parties’ arguments and the applicable legal standards, the 

Commission finds that the correction of these two clerical errors, one an error of 

omission and the other 8 mathematical error, that are plainly shown by the record, 

should be accomplished by adjusting Big Rivers’ rates retroactiwelp. The errors were 

not the result of any action or inaction by 5ig Rivers, and iri this instance it is reasonable 

to correct the rates effective as of September 1,201 I .28 

27 Upon remand from the Court, all issues raised on appeal, including the rate case expense and 

Recovery of the amounts Big Rivers is to collect retroactive to September 1, 2131 1 is discussed 

depreciation error, were set for hearing to ensure that due process was afforded to all parties. 

in a later section of this Order, titled “Revenue Recovery Mechanism.” 
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KIUC’S REHEARING ISSUES 

There are three KlUC rehearing issues, which were part of its appeal of our Rate 

Order to Franklin Circuit Court. As stated earlier, the Court remanded these issues to 

the Commission for its consideration on rehearing. The issues, which we address in 

detail below, are: (I) the appropriate depreciation rates for Big Rivers; (2) the revenue 

allocation and treatment of the Rural class subsidy; and (3) the demand-side 

management expense allocation. 

Depreciation Rates 

in its case-in-chief, W C  contested the results of Big Rivers’ depreciation study 

and recommended adoption of an alternative set of depreciation rates based ora 

modifications to Big Rivers’ depreciation study. In our Rate Order, we authorized the 

use by Big Rivers of the depreciation rates resulting from its study.24 KIUC requests, 

rehearing, that we reverse tRaf earlier decision and authorize Big Rivers to use the 

depreciation rates recommended by KIUC. 

KlUC claims, as it did in the initial phase of this proceeding, that Big Rivers’ 

depreciation study contained numerous inconsistencies and inaccura~ies~~ and that the 

study’s sponsor, Mr. Ted Kelly of Burns & McDonneli (“B&M”), substituted his judgment 

for that of Big Rivers’ management regarding the useful lives of Big Rivers’ generating 

units.31 KlUC contends that the useful lives included in Big Rivers’ deprecation study 

were substantially shorter than the useful lives Big Rivers submitted to the Rural Utilities 

November 17,201 1 Order .at 20. 

3o Supplemental Rehearing Testimony and Exhibits of Lane Kollen, at 4. 

31 Id., at 10. 
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Senrice, its principal lender. KIUC states that its depreciation expert's "study correct+d 

the remaining service lives and used the estimates developed by Big Rivers' own 

management rather than substituting his own 

KlUC cites mathematical and process errors contained in a draft of the Big Rivers 

depreciation study, which Big Rivers had invited IUC to review psicar to the filing of the 

rate application in this case, as reason to question the reliability of the proposed 

depreciation rates.33 KIUG condudes that the depreciation study sponsored by ~ r .  

Kelly on behalf of Big Rivers is fundamentally flawed and unreliable, and that the 

Commission should reverse its earlier d e 6 k h  on the appropriate depreciation rates for 

Big Rivers.% 

Big Rivers states that the depreciation rates contained in the study prepared by 

Mr. Kelly and submitted on its behalf as part. of its rate application are clearsy supported 

by the evidence in the record of this proceeding. Big Rivers denies KSUC's claim that 

Big Rivers provided retirement dabs ~ i -  estimated service iives to BBtM and that B&M 

then ignored that data. Contrary to KIUC's claim, Big Rivers asserts that it never 

provided B&M with retirement dates or estimated service lives for Big Rivers' property. 35 

Big Rivers argues that since it did not develop estimates of remaining service 

lives of its generating" units, there is no basis for K~UC'S claim that its depreciation 

expert "corrected" the remaining sewice lives by using estimates developed by Big 

32 Id., at 14. 

33 Id., at 13. 

34 ICI., at 14. 

35 Rehearing Rebuttal Testimony of Ted J. Kelly on Behalf of Big Rivers Electric Corporation, at 5. 
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Rivers’ management, rather than the estimates developed by B&M.36 Big Rivers further 

states that it did not provide B&M with life spans, as claimed by KIUC, nor did Big 

Rivers provide probable retirement dates to B8: . Finally, Big Rivers contends that the 

retirement dates used by KIUC’s depreciation expert were maximum retirement dates, 

which causes his results to be biased, incomplete and unusable.37 

Based on a review of the issue of depreciation studies, the Commission finds that 

much of the information submitted into evidence on rehearing is not new; it was 

previously provided in the initial phase of this proceeding. We reject KIUC’s assertions 

that Big Rivers’ depreciation study does not constitute credible evidence and that the 

estimated useful lives recommended in that study are arbitrary. Big Rivers’ expert, 

B&M, developed estimated service lives based on numerous factors including a B&M 

engineer assessment, maintenance reports, forced outage reports, and capital budgets. 

All of these factors supported B&M’s adoption of useful liwes shorter than the maximum 

potential lives proposed by KIUC. 

As set forth in the Rate Order, our original decision to approve Big Rivers’ 

depreciation study was based substantially on our finding that, “due to the problem of 

early retirements experienced by Big Rivers since closing the Unwind Transaction, there 

is a clear need to utilize shorter service lives.”3B KlUC has presented no evidence on 

rehearing to persuade us that this finding was erroneous. Big Rivers’ depreciation study 

fully justifies the use of service lives that are shorter than the maximum potential lives. 

VVhik the Commission understands KIUC’s requekt for Big Rivers to use the maximum 

36 Id., at 6. 

37 Id., at 12. 

38 November 17, 201 1 Order at 20. 
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service lives, which would result in lower depreciation expense and lower rates, KIUG’s 

proposal is not credible under the facts presented in this case. Therefore, we will affirm 

our prior decision to authorize Big Rivers to use its proposed depreciation rates based 

on the depreciation study filed on its behalf by B&M. 

Rural Subsidy 

In our Rate Order, citing the principal of gradualism, we established rates that 

reduced the subsidy paid by the Smelter class to the Rural class by $2.4 million, from 

$13.5 million t~ $11.1 On rehearing, KIUC requests that the Commission 

reconsider that decision and eliminate the subsidy in its entirety,40 arguing that unique 

circumstances exist for Big Rivers and the Smeiters which would make eliminating the 

subsidy in the interest of all customers. The first such circumstance cited by KBUC is 

Big Rivers’ large concentration of risk associated with serving the Smelters. KIUC 

characterizes this risk ais problematic because the Smelters’ profitability is directly tied 

to the price of aluminum, with electricity as their primary production input factor. KIUC 

claims the subsidy increases the potential for the Smelters to become uneconomic, 

which wouid contribute to the potential loss of Smelter load and the loss of revenues to 

Big Rivers. KlOC further states that this 4SSS would be borne by Big Rivers and its 

remaining customers. 41 

The second unique circumstance KIUC cites is the volatility of the London Metal 

Exchange’s price for aluminum. KDUC contends that this volatiiity contributes 

-~ 
39 Id., at 29-30. 

Direct Rehearing Testimony of Stephen J. Baron (“Baron Rehearing Testimony”) at 3. 

41 Id., at 5-6. 
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significantly to the operational risk of the Smelters, and risk to Big Rivers and its 

remaining customers?* KlUC states that, if Big Rivers were to lose the Smelter load 

and were forced to sell the excess energy in the wholesale market, rates for its Rural 

class would need to be increased by more than 55 percent to make up the revenue 

S k r Q r f f ~ ~ f l . ~ ~  KlUC contends that if the Smelter load is lost, the Rural class would suffer 

financial ham that would far exceed the benefit it currently receives from the subsidy, 

and it characterizes the subsidy as “penny-wise and pound-foolish.”44 

On rebuttal, Big Rivers states that the Commission’s decision to eliminate the 

Rural subsidy gradually is “fair, just and reasoni~b%e,”~~ Big Rivers asserts that KIUC’s 

arguments were available for the Commission’s consideration in its original deiiberation 

and that the November 17, 2021 Order considered the ”unique characteristics” of the 

Smelter load on its system.46 It does not agree with KIUC’s claim that the loss of the 

Smelter load would increase rates for Rural class customers by more than 55 percent. 

Big Rivers argues that it has previously addressed flaws in some of the assumptions 

used in the analysis developed by KlUC regarding the 55 percent increase.47 Finally, 

Big Rivers argues that “in the unwind transaction, the smelters agreed to pay non-cost- 

of-service-based rates .’I4’ 

42 Id., at 7-8. 

43 Id., at 8-9. 

Id., at 9. 

45 Rehearing Rebuttal Testimony of John Wolfram (“Wolfram Rehearing Rebuttal”) at 5. 

46 Id. 

47 Id., at 6. 

id., at 8. 
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In his rehearing brief, the A6 expressed his. support for the revenue allocation as 

set forth in the Rate Order, stating that it is consistent with the mandate of KRS 

27$,03Q(I) that rates be fair, just, and reasonable. 

Based on ip review of the record om this issue, the Comrnission finds no basis t5 

modify the revenue allocation approved in the Rate Order. That revenue allocation 

reduced the Smelter subsidy by $2.4 million. The Smelters voluntarily signed liong-term 

power contracts in 2009 which provided for the payment of ra€es to Big Rivers that 

wouD$ be above cost-of-service. As KIUC has acknowledged, there is no statutory 

requirement that rates be set based soleby on cost of service; determining of 

service is an exercise in judgnaent; and factqrs other than cost of seevice, such as 

gradualism, can be considered when setting rates?’ The Commissioss has long 

employed the principal of gradUzPkm in moving rates to reflect cost of service, and we 

find no reason to depart from that principal in this case. 

Demand-Side Management Expense and Revenue Allocation 

The Rate Order found that the $1 million in demand-side management (,,DSW) 

expense allowed for ratemaking purposes was being assigned only to the Rural 

KlUC now claims the Rate Order did not fully accomplish that objective. It states that 

while the Commission adjusted the class cost-of-service study (“COSS”), the specific 

assignment of the $1 million would be effective only if the Rural class were paying its full 

cost of service without subsidies?’ On rebuttal, Big Rivers disagreed with KIUC, stating 

49 KIUC Rehearing Brief at 13. 

50 November 17, 2011 Order at 29. 

’‘ Baron Rehearing Testimony et 15. 

-21- NO. 201 5-08036 Case No. 2013-00126 
Attachment for Response to KIUC-1-5 

Page 152 of 308 



that the Commission can directly assign a particular cost to a class of customers even if 

that class continues to receive i% subsidy.52 

The 86, in his rehearing brief, stated that h e  disagreed with MIUC’s position that 

a portion of the $1 million DSM costs was assigned to the Smelters. The 86 asserted 

that there is no need for the Commission to change its findings on this point.53 

Based on 8 review of the Dsr\n allocation issue, the Commission parltially agrees 

with KIUC’s position, to the extent that we did not accomplish our goal of allocating the 

entire $1 million in DS cost to the Rural class by assigning that cost to the Rural class 

in the CBSS. However, the Cornmission does not agree that a particular cost cannot be 

directly assigned to a class of customers if that dass continues to receive is subsidy. 

The $1 rniliion DSM expense can be allocated fully to the Rural class by first allocating 

the additional revenue increase, not including the $1 million DSM expense, to each 

class based on a targeted subsidy reduction. Then, as a second step, the $1 million 

DSM expense is added to the revenue increase to be allocated to the Rural class under 

the first step. This approach was generally supported by KIUC’s witness at the 

September 12,2012 rehearing.54 

Based on our decision to not modify the $2.4 million subsidy reduction, we wili 

allocate the total revenue increase of $27,78731 ? ,55 excluding the $1 million DSM 

expense, to each rate class tQ produce the Rural class subsidy reduction approved in 

52Wolfram Rehearing Rebuttal at 10. 

53 Id., at 11. 

54 September 12, 201 2 hearing video at 15: 16:35. 

55 This is the original increase amount of $26,744,776 granted in the November 17, 2011 Order 
plus the additional increase of $1,042,535 granted with this Order. 
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the Rate Order, and then add $1 million to the amount of the Rural class rate increase 

to provide for recovery of the IDS expense. The's methodology results in the following 

rate increases by class: $11.63 million to the Rural class, $1.97 million to the Large 

Industrial Customer class, and $14.2 million to the Smelter class. 

REVENUE RECOVERY 

Big Rivers proposed a m e t ~ o ~ ~ ~ ~ g ~ ~  for recovering the difference between the 

revenue it collected under the rates in effect since September 7 ,  201 1 and the revenue 

it would have collected absent the two errors in the Rate Order? Big Rivers 

recommends that the difference! be divided by the number of months remaining between 

the date of this Order and August 1, 2013, and that its members be billed this monthly 

amount on a revenueproportionate basis through July of 201 3. The Commission finds 

that Big Rivers' proposal is 8 reasonable method for recovery of the under-collection of 

revenue since September 1, 2011 attributable ta the omission of rate case expenses 

and the depreciation expense error in the Rate Order. To implement this mefhsdology, 

Big Rivers must submit the following infomation to the Commission not later than 

February 8, 2013: 

1. The amount of revenue collect6d between September 1, 2011, and the 

date of this Order under the rates approved in the Rate Order (net of refunds made as a 

result of Big Rivers implementing its proposed rates prior to the issuance of the Rate 

Order), by rate schedule, and by member cooperative; 

56 Rehearing Brief of Big Rivers Electric Corporation at 29-30. 
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2. The amount of revenue it would have collected between September 1, 

201 1, and the date of this Order under the rates approved herein, by rate schedl;)e, and 

by member cooperative; 

3. The kWh sales by month to each rate class from September 1, 201 1 

through the date of this Order; and 

4. For each month, beginning March 1, 2813 and ending July 31, 2813, the 

amount each member cooperative will be billed to allow Big Rivers to recover the 

difference between the amounts provided in parts (1) and (2) above.57 

After it verifies Big Rivers’ calculations, the Commission will issue a final order in 

this rehearing which will authorize both the amounts Big Rivers is to collect from its 

member cooperatives and the length of time over which it will collect these amounts. 

SUMMARY 

The Commission, afker consideration of the evidence of record and being 

otherwise sufficiently advised, finds that: 

1. The November 17,201 1 Rate Order shouid be modified by increasing the 

amount of revenue granted therein to Big Rivers from $26,744,776 to $27,787,311 , an 

increase of $7,042,535, to allow for recovery of the level of rate case expenses 

determined herein to be reasonable and the correction of the mathematical error in the 

calculation of the depreciation expense adjustment in the Rate Order as discussed 

herein. 

57 Big Rivers is to include the workpapers necessary k, verif’y its calculations of each of the 
amounts it is required to file with the Commission. 
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2. ig Rivers' rehearing request to increase its depreciation expense allowed 

reciation expense on plant contained in its test for r ~ t ~ ~ ~ ~ n ~  purposes to inch 

3. The f i n ~ ~ n ~  in the rder regarding the ~ n a n c ~ a ~  

Id be revised as used in mnjunction with the 

PUCS rehearing r€?quests to h ivers' rates calculated on 

C, rather than 

Rivers, and to modify the reve Rural class sub 

5. KBedC's rehearin quest to revise the methodol 

granted as discussed herein. 

The rates appmved kreeeh ~~o~~~ be effective for service rendered by 6. 

Rivers on and after September 1,209 1. 

the C~mntissbn no%: later than ~ e ~ r ~ a ~ ~  8, 

2013, the information described in the Revenue 

Order. 

IT I% THEREFORE WDERED that: 

overnber 17,204 1 ate Order is modified to (a) grant Big Riwers an 

itional increase in annual revenues of $1,042,535 above the revenue increase 

granted therein; (b) reflect the revised allocation of the $1 million DS expense; and (e) 

correct the finding rePated to the ~ n a ~ c ~ a ~  model Big Rivers used in conjunction with the 

~ n ~ i n ~  Transadion, as discussed in the findings above. 

2. The rates in the a endix to this Order are approved for sewice rendered 

by Big Rivers on and after ~ ~ ~ t e ~ ~ @ r  1,281 1. 
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3. Big Rivers’ request to modify the ovember 17, 2011 Order to in& 

depreciation expense on plant con!ained in its year-end ~onstmction work in 

is denied. 

4. KlUC’s re er 17, 2011 Order to ado 

roposed depreciation rates and to revise the revenue allocation to eliminate the 

WuraD elass subsidy are 

~ ~ ~ ~ ~ s s ~ ~ ~ ,  using the C ~ ~ r n ~ s s ~ ~ ~ ’ s  electronic Tariff Filing System, new tariff sheets 

setting forth the rates and charges a proved herein and reflecting their effective date 

8 Revenue Recove echanism section of this Order. 

By the Commission 
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~ e ~ a ~ ~  Charge 
Energy Charge 

Demand Charge 
Energy Charge 

10.50 

ekly 
Energy Charge per kWh 

2.238 
$ .029736 
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KPWlC LLP 
1601 Market Street 
Philadelphia, PA 19103-2499 

The Board of Directors and Members 
Big Rivers Electric Corporation: 

We have audited the accompanying financial statements of Big Rivers Electric Corporation, which 
comprise the balance sheets as of December 31,2012 and 201 1, and the related statements of operations, 
comprehensive income, equities (deficit), and cash Rows for each of the years in the three-year period 
ended December 3 1 , 2012, and the related notes to the financial statements. 

l\/ianagement is responsible for the preparation and fair presentation of these financial statements in 
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements 
that are free from material misstatement, whether due to fiaud or error. 

Auditom’ ~ @ $ ~ ~ ~ ~ i ~ i ~ i ~  
Our responsibility is to express an opinion on these financial statements based on our audits. We conducted 
our audits in accordance with auditing standards generally accepted in the United States of America and 
the standards applicable to financial statement audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from materia] 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In malring 
those risk assessments, the auditors consider internal control relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but plot for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for ow 
audit opinion. 

KPMG LLP is a Delaware limited liability parlnership, 
the U S  member firm of KPMG lnlemalional Cooperalive 
CKPMG International‘), a Swiss enlily. Case No. 2013-00126 
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In our opinion, the financial statements referred to above present fairly in all material respects, the financial 
position of Big Rivers Electric Corporation as of December 31, 2012 and 2011, and the results of its 
operations and its cash flows for each of the years in the three-year periad ended December 3 1, 20 12, in 
accordance with U.S. generally accepted accounting principles. 

In accordance with Gavernrnent Auditing Standards, we have also issued a report dated March 29,2013, 
on our consideration of Big Rivers Electric Corporations’ internal control over financial reporting and our 
tests of their compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results ofthat testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. The report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in assessing the results of our audits. 

Philadelphi% Pennsylvania 
March 29,2013 
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ION 

Balance Sheets 
December 31,2012 and 201 1 

(Dollars in thousands) 

Assets 

Utility plant - net 
Restricted investments - member rate mitigation 
Restricted investments - Transition reserve 
Restricted investments - NRUCIFC Capital Term Certificates 
Other deposits and investments - at cost 
Current assets: 

Cash and cash equivalents 
Restricted cash 
Accounts receivable 
Fuel inventory 
Nonfhel inventory 
Prepaid expenses 

Total current assets 

Deferred charges and other 
Total 

Capitalization: 
Equities 
Long-term debt 

Total capitalization 

Current maturities of long-term obligations 
Furchased power payable 
Accounts payable 
Accrued expenses 
Accrued interest 

Current liabilities: 

Total current liabilities 

Regulatory liabilities - member rate mitigation 
Other 

Deferred credits and other: 

Total deferred credits and other 

Commitments and contingencies (note 14) 
Total 

See accompanying notes to financial statements. 

2012 2011 

$ 1,087,227 1,092,063 
144,s 14 163J 62 
35,009 - 
43,156 - 

6,092 5,911 

68,860 44,849 
41,313 - 
48,376 44,287 
34,146 33,894 
24,957 25,295 
4,093 4,2 17 

22 1,745 152,542 
8,935 4,244 

$ 1,546,678 1,4 1’9,922 

$ 402,882 389,820 
845,3 17 7 14,254 

1,248,199 1 , 104,074 

79,926 72,145 
1,402 1,878 

31,611 28,446 
10,955 10,380 

128,819 122,748 
4,925 9,899 

147,732 169,001 
2 1,928 22,099 

169,660 191 , 100 

$ 1,546,678 1 4  17,922 
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Statements of Operations 
Year ended December 31,2012,201 1, and 2010 

(Dollars in thousands) 

Operating revenue 
Total operating revenue 

Operating expenses: 
Operations: 

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

Maintenance 
Depreciation and amortization 

Total operating expenses 
Electric operating margin 

Interest expense and other: 
Interest 
Income tax expense 
Otber -- net 

Total interest expense and other 

Operating margin 

Nonoperating margin: 
Interest income and other 

Total nonoperating margin 
Net margin 

2012 %OU 
$ 568,342 56 1,989 527,324 

568,342 56 1,989 527,324 

226,369 226,229 207,749 
1 1  1,465 1 12,262 95442 1 
48,055 50,410 52,507 
40,189 39,085 35,273 
45,962 47,718 46,880 
4 1,090 35,407 34,242 

513,130 511,111 476,072 

55,212 50,878 5 1,252 

44,4 14 45,226 46,570 
100 259 

546 220 166 

44,960 45,546 46,995 

10,252 5,332 4,257 

- 

1,025 268 2,734 

1,025 268 2,734 

$ 1 1,277 5,600 6,991 

See accompanying nates to fiancid statements. 
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ION 

Statements of Comprehensive Income 
Year ended December 3 I , 20 12,20 1 1,  and 20 10 

(Dollars in thousands) 

Net margin 
Other comprehensive income: 

Refined-benefit plans: 
Prior service cost 
Unamortized actuarial gain (loss) 

Defined-benefit plans 

Postretirement benefits other than pensions 
Prior service cost 
Unamortized actuarial loss 
Transition obligation 

Postretirement benefits other than pensions 

Other comprehensive income (loss) 
Comprehensive income 

2m2 201 1 2@P@ 
$ 1 1,277 5,600 6,991 

14 14 19 
1,035 (1,797) 297 
1,049 (1,783) 316 

1,974 17 17 

31 31 31 
(1,269) (620) (172) 

736 (572) (124) 

1,785 (2,355) 192 
$ 13,062 3,245 7,183 

See accompanying notes to financial statements. 

5 
Case No. 2013-00125 

Attachment for Response to KIUC-1-5 
Page 165 of 308 



Balance - December 3 1,2009 
Net margin 
Pension and postretirement benefit plans 

Balance-December 31,2010 
Net margin 
Pension and postretirement benefit plans 

Balance-December 31,2011 
Net margin 
Pension and postretirement benefit plans 

Balance-December31,2012 

BIG REVERS ELECTRIC CORPORATION 
Statements of Equities (Deficit) 

Years ended December 31,2012,201 1 and 2010 
(Dollars in thousands) 

Total 
equities 

$ 379,392 
6,991 

192 
386,575 

5,600 
(2,355) 

3 89,820 
I 1,277 

Retained 
margin 
(deficit) 

384,507 
6,991 

391,498 

5,600 

397,098 
1 1,277 

- 

Otber equities 
Consumers’ 

Donated contributions 
eapital and to debt 

memberships service 

764 3,681 
I - 
I) 

- 

764 3,681 

764 3,681 

Accumuhted 
other 

comprehensive 
loss 

- 1,785 

$ 402,882 408,375 764 3,681 (9,93 8) 

1,785 - - 

See accompanying notes to financial statements. 
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Statements of Cash Flows 
Years ended December 31,2012,201 1 and 2010 

(Dollars in thousands) 

2012 201 1 2010 
Cash flows from operating activities: 

Net margin 
Adjustments to reconcile net margin to net cash provided 

by operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series A Note 
Interest compounded - RIJS Series B Note 
Noncash member rate mitigation revenue 
Changes in certain assets and liabilities: 

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

Net cash provided by operating activities 

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

Change in restricted cash 
investments 

Net cash provided by (used in) investing activities 

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

Net cash provided by (used in) financing activities 
Net increase in cash and cash equivalents 

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

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

See accompanying notes to financial statements. 

$ 11,277 5,600 6,991 

44,733 37,808 37,650 
7,603 8,398 - 
7,291 6,884 6,499 

(22,873) (1 8,947) (23,953) 

(4,090) 
87 

124 
(1,278) 

(476) 
3,164 

(4,399) 
278 

41,441 

1,618 
1,357 

(471 5) 
121 
362 

(1,336) 
(1,481) 

(70) 
38,599 

1,588 
(2,304) 

73 I 
1,251 

(1,846) 
(875) 

2,800 
555 

29,087 

(39,853) (38,746) (42,683) 
(58,094) 56,095 28,143 

146 - - 
(41,313) - - 

(139,114) 17,349 (14,540) 

(456,206) (45,879) (121,355) 
580,156 - 83,300 

(10,000) 
- 10,000 

(2,266) - (2,002) 
121,684 (55,879) (30,057) 
24,011 69 (15,510) 
44,849 44,780 60,290 

$ 68,860 44,849 44,780 

- _- 
- 

34,893 31,441 37,268 
130 260 - $ 
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I&; c c  
Notes to Financial Statements 
December 31,2012 and 201 1 

(Lpollars in thousands) 

General Im f o r ~ ~ ~ Q m  

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

Management evaluated subsequent events up to and including March 29,2013, the date the financial 
statements were available to be issued. 

Estimdes 

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

System O~ACCQUR~S 

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

Revewe Recogizition 

Revenues generated from the Company’s wholesale power contracts are based on month-end meter 
readings and are recognized as earned. 
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N 
Notes to Financial Statements 
December 31,2012 and 201 1 

(Dollars in thousands) 

(e) Utility P h t  and 

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

Allowance for borrowed funds used during construction is included on projects with an estimated 
total cost of $250 or more before consideration of such allowance. The interest capitalized is 
determined by applying the effective rate of Big Rivers’ weighted average debt to the accumulated 
expenditures for qualifying projects included in construction in progress. 

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

Electric pliant 
Transmission plant 
General plant 

0.50% - 20.22% 
1.42% - 2.23% 
2.84% - 17.12% 

For 2012,201 1 and 2010, the average composite depreciation rates were 2.23%, 1.91%, and 1.86%, 
respectively. At the time plant is disposed of, the original cost plus cost of removal less salvage value 
of such plant is charged to accumulated depreciation, as required by the RUS. 

pjZ4pairmRt Review of Lmg-Lived Asset‘s 

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

@ 

(g) Inventory 
Inventories are carried at average cost and include coal, petroleum coke, lime, limestone, oil and gas 
used for electric generation, and materials and supplies used for utility operations. Emission 
allowances are carried in inventory at a weighted average cost by each vintage year. Issuances of 
allowances are accounted for on a vintage basis using a monthly weighted average cost. 
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ON 
Notes to Financial Statements 
December 31,2012 and 201 1 

(Dollars in thousands) 

Investments are restricted under KPSC order to establish certain reserve funds for member rate 
mitigation and a Transition Reserve as described in note 5. These investments have been classified as 
held-to-maturity and are carried at amortized cost. In addition, Big Rivers was required to purchase 
investments in National Rural Utilities Cooperative Finance Corporation’s (CFC) Capital Term 
Certificates (CTCs) in connection with a secured term loan agreement with CFC (note 81, which are 
also classified as held-to-maturity . 

(0 Cash and Cash Equivale~ds 

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

Q) Restricted Cash 

Certain cash amounts are restricted under MPSC order for capital expenditures in the ordinary course 
of business (note 9). 

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

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

Under the provisions of FASB ASC 740, Income Taxes, Big Rivers is required to record deferred tax 
assets and liabilities for temporary differences between amounts reported for financial reporting 
purposes and amounts reported for income tax purposes. Deferred tax assets and liabilities are 
determined based upon these temporary differences using enacted tax rates for the year in which 
these differences are expected to reverse. Deferred income tax expense or benefit is based on the 
change in assets and liabilities from period to period, subject to an ongoing assessment of realization. 
Tax benefits associated with income tax positions taken, or expected to be taken, in a tax return are 
recorded only when the more-likely than-not recognition threshold is satisfied and measured at the 
largest amount of benefit that is greater than 50% likely of being realized upon settlement. 
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Notes to Financial Statements 
December 3 1,2012 and 201 1 

(Dollars in thousands) 

@b n q e  Capital 

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

Management has reviewed the requirements of FA§B A§C 8 15, Derivatives and Hedging, and has 
determined that certain contracts the Company is party to may meet the definition of a derivative 
under FASB A§C 815. The Company has elected the Normal Purchase and Normal Sale exception 
for these contracts, and therefore, the contracts are not required to be recognized at fair value in the 
financial statements. 

(@ F@iF V@h@ MemurerneRts 

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

B 

6, 

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

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

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

December 31,2012 and 201 1 

(Dollars in thousands) 

At December 3 1 , 201 2 and 20 1 1, utility plant is summarized as follows: 

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

Less accumulated depreciation 

Construction in progress 
Wtility plant - net 

$ 1,715,486 1,706,243 
248,276 238,738 

35,103 33,744 
543 543 

1,999,408 1,979,268 

962,994 936,355 

1,036,4 14 1,042,9 13 

50,%13 49,150 
$ 1,087,227 1 ,Q92,063 

Interest capitalized for the years ended December 31, 2012, 201 1,  and 2010, was $767, $548, and $684, 
respectively. 

The Company has not identified any material legal asset retirement obligations, as defined in 
FASB ASC 410, Asset Retirement and Environmental Obligations. In accordance with regulatory 
treatment, the Company records an estimated net cost of removal of its utility plant through normal 
depreciation. As of December 31,2012 and 201 1, the Company had approximately $43,559 and $41,449, 
respectively, related to nonlegal removal costs included in accumulated depreciation. 
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ON 

Notes to Financial Statements 
December 3 1 , 20 12 and 201 1 

(Dollars in thousands) 

ebt anad meper ~ ~ ~ ~ - ~ e ~ ~  

A detail of long-term debt at December 3 1,2012 and 201 1 is as follows: 

CFC: Refinance Promissory Note, §cries 2012 B, serial note 
pricing, all-in effective interest rate of 4.50%, final maturity 
date of July 3032 

CFC Equity Note, Series 2012B, Stated interest rate of 5.35%, 
final maturity date of July 2032 

CoBank Promissory Note, Series 20128, stated interest rate 
of 4.30%, final maturity date of June 2032 

RUS Series A Promissory Note, stated amount of $80,456, 
stated interest rate of 5.75%, with an imputed interest rate 
of 5.84% maturing July 202 1 

RUS Series B Promissory Note, stated amount of $245,530, 
no stated interest rate, with interest imputed at 5.80%, 
maturing December 2023 

County of Ohio, Kentucky, promissory note, fixed interest 
rate of 6.00%, maturing in July 203 1 

County of Ohio, Kentucky, promissory note, variable interest 
rate (average interest rates of 3.25% and 3.30% in 2012 
and 20 1 1 , respectively), maturing in June 20 13 

Total long-term debt 

Current maturities 
Total long-term debt - net of current maturities 

- $ 298,5 13 

42,845 - 

- 23 1,426 

80,O 19 52 1,250 

130,340 123,049 

83,300 83,300 

58,800 58,800 

925,243 786,399 

79,926 72,145 
$ 845J 17 7 14,254 

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

Year: 
2013 
2014 
2015 
2016 
2017 
Thereafier 

Total 

$ 79,926 
20,127 
20,903 
21,717 
22,576 

759,994 
$ 925,243 
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Notes to Financial Statements 
December 31,2012 and 201 1 

(Dollars in thousands) 

In July 2012, Big Rivers issued new debt with CFC in the form of a secured term loan in the amount 
of $302,000 (the Refinance Note) and a CFC Equity Note in the amount of $43,156. The Refinance 
Note consists of 20 individual notes with different fixed interest rates ranging from 3.05% to 5.35%. 
The Refinance Note has an all-in effective interest rate of 4.50% and a final maturity date of July 
2032. The Equity Note has a fixed interest rate of 5.35% and a final maturity date of July 2032. The 
proceeds of the Refinance Note were used to prepay $302,000 of the RUS Series A Note. The 
proceeds of the CFC Equity Note were used to purchase interest-bearing Capital Term Certificates 
(CTCs), as required in connection with the Refinance Note (note 8). 

4w an$ A 

In July 2012, Big Rivers issued new debt with CoBank in the form of a secured term loan in the 
amount of $235,000. The loan has a fixed interest rate of 4.30% per annum and a frnal maturity date 
of June 2032. Proceeds from the CoBank term loan were used to prepay $140,000 of the RUS 
Series A Note and replenish the $35,000 Transition Reserve fmd (depleted on April 1 , 201 1 to 
prepay the RUS Series A Note and realize a net interest expense reduction). The remaining $60,000 
will be used to fund capital expenditures in the ordinary course of business or to refinance existing 
debt (note 5). 

On July 15, 2009, Big Rivers’ previous RUS debt was replaced with the RIJS 2009 Promissory Note 
Series A (the RUS Series A Note) and the RUS 2009 Promissory Note Series €3 (the RUS Series B 
Note). The RUS Series A Note is recorded at an interest rate of 5.84%. The RUS Series B Note is 
recorded at an imputed interest rate of 5.80%. The RUS Notes are secured under the Indenture dated 
July 1 , 2009 between the Company and US. Bank National Association. 

~n July 2012, Big fivers prepaid $442,000 of the RUS Series A Note from proceeds of the CFC and 
CoBank term loans as described above. 

tion Comtrol Bonds 

In June 2010, the County of Ohio, Kentucky, issued $83,300 of Pollution Control Refimding 
Revenue Bonds, Series 2010A (Series2010A Bonds), the proceeds of which are supported by a 
promissory note from Big Rhers, which bears the same interest sate. These bonds bear interest at a 
fixed rate of 6.00% and mature in July 203 1. 

The County of Ohio, Kentucky, issued $58,800 of Pollution Control Variable Rate Demand Bonds, 
Series 1983 (Series 1983 Bonds), the proceeds of which are supported by a promissory note from 
Big Rivers, which bears the same interest rate as the bonds. These bonds bear interest at a variable 
rate, subject to a rnaxirnulrm interest rate of 13.00%, and mature in June 2013. As of December 31, 
2012, the interest rate on the Series 1983 Bonds was 3.25%. 
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N 
Notes to Financial Statements 
December 3 1,2012 and 201 1 

(Dollars in thousands) 

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

(e) Liaes @Credit 

The Company has lines of credit with the National Rural lltilities Cooperative Finance Corporation 
(CFC) and CoBank, ACB (CoBank). In July 2012, a new unsecured CoBank line-of-credit facility 
(the CoBank Revolver),with a five-year term, was established to replace the line-of-credit facility 
dated July 2009, having a three-year term. The CFC line-of-credit facility (the CFC Revolver) is for 
a five-year term and will terminate in July 20 14. The maximum borrowing capacity on the Revolvers 
is $100,000 consisting of $50,000 each for CFC and CoBank. In March 201 1 , Big Rivers paid down 
the $10,000 of borrowings outstanding on the CoBank Revolver at December 3 1, 2010. The 
Company had no borrowings outstanding on the Revolvers at December 3 1 , 2012 and 201 1 .  Letters 
of credit issued under an associated Letter of Credit Facility with CFC reduced the borrowing 
capacity on the CFC Revolver by $5,375 for years ended December 3 1 , 20 12 and 20 1 1 .  

As the result of a contract termination notice rendered by Century Aluminum Company on 
August 20, 2012 (note 5) ,  Big Rivers, based on current language in its line-of-credit agreements, 
does not have access to borrow under the C o B d  Revolver and will lose access to the CFC 
Revolver on August 20, 2013 (the date on which Century indicated it will terminate and cease 
aluminum smelting operations at the Hawesville Smelter). The Company is currently in negotiations 
with both CoBank and CFC to modify the language in the line-of-credit agreements to ensure it has 
access to the Revolvers upon termination of the Century agreement. Amendments to these 
agreements are subject to approval by the KPSC. 

Advances on the CFC Revolver bear interest at a variable rate and outstanding balances are payable 
in full by the maturity date of July 16, 2014. The CFC variable rate is equal to the CFC 
Line-of-Credit Rate, which is defined as “the rate published by CFC from time to time, by electronic 
or other means, for similarly classified lines of credit, but if not published, then the rate determined 
for such lines of credit by CFC from time to time.” Advances on the CoBank Revolver may be made 
as either London Interbank Offered Rate Loans or Base Rate Loans. LIBOR Loans bear interest at a 
rate per annum equal to the LIBOR Rate determined for such day plus the Applicable Margin for 
each day during the Interest Period. The Applicable Margin is determined based on the Company’s 
credit rating. The Interest Period commences on the borrowing, continuation, or conversion date and 
ends on the numerically corresponding day, either one, two, three, six, nine, or twelve months 
thereafter, as selected by the Company. Base Rate Loans bear interest at a rate per annum equal to 
the Base Rate plus the Applicable Margin. The Base Rate is defined as ‘‘the rate of interest in effect 
from day to day defined as a rate per annum announced by the Administrative Agent on the first 
&nking Day of each week equal to the greatest of (A) 100 basis points greater than the LIBOR or 
@) the Prime Rate.” 
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On February 25, 2011, a $2,500 CFC line of credit, available to the Company to finance storm 
emergency repairs and expenses related to electric utility operations, matured. 

Big Rivers is in compliance with all debt covenants associated with both long-term and short-term 
debt. The Company’s Indenture and other debt agreements require that a Margins for Interest Ratio 
(”R) of at least 1.10 be maintained for each fiscal year. The CoBank line-of-credit agreement 
requires that the Company have a Total Debt to Total Capitalization Ratio of no greater than 80% at 
the end of each fiscal year, and the CFC line-of-credit agreement requires an Equity to Asset Ratio of 
no less than 12%. Big Rivers’ MFIR for the fiscal year ended December 31, 2012 was 1.25. Big 
Rivers’ Total Debt to Total Capitalization Ratio, as of December 3 1 20 12, was 70% and its Quity 
to Asset Ratio was 26%. The CoBank Revolver that expired and was replaced in July 2012 included 
a Debt Service Coverage Ratio reporting requirement. Big Rivers existing debt agreements do not 
have a Debt Service Coverage Ratio requirement. 

A R/IFITQ less than 1.10, per the Indenture and other debt agreements, results in the following actions, 
restrictions or consequences: Big Rivers cannot secure additional debt under the Indenture; the 
Company must seek rates that are reasonably expected to yield a 1.10 MIFIR; in consultation with 
RUS, the Company must provide a written plan satisfactory to the RUS setting forth actions to be 
taken to achieve the specified W I R  on a timely basis; can result in an event of default and increased 
interest rates; termination of lines Qf credit and acceleration of outstanding mounts under the lines 
of credit. 

The rates charged to Big fivers’ members consist of a demand charge per kilowatt (kvv) and an enera 
charge per kilowatt-hour (kWh) consumed as approved by the KPSC. The rates include specific demand 
and energy charges for its members’ two classes of customers, the large industrial customers, and the m a l  
customers under its jurisdiction. For the large industrial customers, the demand charge is generally based 
on each customer’s maximum demand during the current month. Effective September 1, 2011, the 
Company received approval from the KPSC to base the member rural demand charge on its Maximum 
Adjusted Net Local Load (as defined in Big fivers tariff). 

Effective July 17, 2009, the MPSC approved the implementation of certain tariff riders; including a fuel 
adjustment clause and an environmental surcharge, offset by an unwind surcredit (a refund to tariff 
members of certain charges collected from the Aluminum Smelters in accordance with the contract terms). 
The net effect of these tariffs is recognized as revenue on a monthly basis with a partial offset to the 
regulatory liability - member rate mitigation described below. 

The net impact of the tariff riders to members’ rates is currently mitigated by a Member Rate Stability 
Mechanism (MRSIvI) that is fbnded by certain cash reserves (the Economic and Rural Economic Reserves) 
established and held by Big Rivers as restricted investments. An offsetting regulatory liability - member 
rate mitigation reflects the obligation associated with the funding of these reserve accounts. 

gcopt$&je No. 2013-00126 
Attachm nt or es onse to KIUC-1-6 

Page 176 of 308 

16 



Notes to Financial Statements 
December 31,2012 and 201 1 

(Dollars in thousands) 

Qn March 1,  2011, the Company filed an application with the KPSC requesting, among other things, 
authority to adjust its rates for wholesale electric service. The KPSC entered an order on November 17, 
2011, granting Big Rivers an annual revenue increase of $26,745. Big Rivers petitioned for and was 
granted a rehearing by the KPSC to address certain issues. The KPSC later expanded the scope of the 
rehearing to include other issues raised by one of the intervenors in the case. An evidentiary hearing was 
held by the MPSC in September 201 2 and an order was issued January 29, 20 13. The KPSC order granted 
the Company an additional increase in annual revenues of approximately $1,043 effective retroactive to 
September 1,201 1 (the effective date of the rates granted on November 17,201 1 order). 

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

Smelters ~ ~ r ~ i ~ ~ ~ ~ o ~  Notices 

On August 20, 2012, Big Rivers as wholesale power supplier, and Kenergy Corp. (Kenergy) as retail 
power supplier, received a letter from Century Aluminum Company (Century) serving Notice of 
Termination of its Retail Service Agreement with Kenergy. Big Rivers provided notification to the three 
credit rating agencies and certain creditors, in accordance with its debt covenant requirements, of the 
Century termination notice. AS a result of Century’s notice, two credit rating agencies revised their 
Outlook for Big Rivers to negative from stable and the other revised Outlook fiom stable to under review 
for further downgrade during late August of 2012. Standard & Poor’s Rating Services (Standard & Poor’s) 
and Fitch Ratings (Fitch) maintained their credit ratings at BBB-, while Moody’s Investors Service, Inc. 
~ 0 0 d y ~ s )  downgraded its rating of Big Rivers’ Series 2010A Bonds (in the amount of $83,300) to Baa2 
from Baal and placed the rating under review. Big Rivers has developed and is in the process of 
implementing its Load Concentration Mitigation Plan (I,CW) to preserve its financial position 
notwithstanding Century’s termination, which will become effective August 20, 2013. On January 15, 
2013, Big Rivers filed an application for a $74,500 increase in rates with the KPSC - the first phase of its 
mitigation plan. Big Rivers’ rate request represents a base retail rate increase of approximately: 19% for 
rural customers; 17% for large industrial customers; and 15.6% for the remaining aluminum smelter (Alcan 
Primary Products Corporation). 

On January 3 1,201 3, Alcan Primary Products Corporation (Alcan) provided a Notice of Termination of its 
Kenergy Retail Service Agreement to Big Rivers and Kenergy. Alcan stated in its notice that with the 
proposed rate increase of 15.6% its smelter was “unprofitable and therefore unsustainable.” Big Rivers 
provided notification to the three credit rating agencies and its creditors of the Alcan termination notice. As 
a result of Alcan’s notice, the three credit rating agencies downgraded Big Rivers’ credit ratings in early 
February 2013 as follows: Standard tk Paor’s to BB- from BBB-; Fitch to BB from BBB-; and Moody’s to 
Bal from Baal;?. In addition, all three credit rating agencies maintained their Outlooks. Big Rivers’ 
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continues to implement its LCIWP, which includes the filing of an application requesting approval of a 
second rate increase to become effective Januw 3 1 , 2014. The Company expects to file this application no 
later than June 28, 2013. In addition, Big Rivers is actively pursuing replacement load for the 850 MW 
currently being utilized by Century and Alcan. 

accordance with the Amended and Consolidated Loan Contract between Big Rivers and the United 
States of America (acting by and through the RWS Administrator), Big Rivers provided notification to the 
RUS Administrator via letter dated February 7, 2013 of a failure to maintain two Credit Ratings of 
Investment CJrade. Based on this, the Company is required to provide a corrective plan to the RUS. Big 
fivers in consultation with RUS is in the process of developing a corrective plan setting forth the actions 
that will be taken by management that are reasonably expected to achieve two Credit Ratings of 
Investment Grade. 

As a result of the termination notice from Century, as of December 3 1, 2012 Big Rivers does not have 
access to draw on its $50,000 line of credit with CoBank. In addition, in order for Big fivers to have 
access to the $50,000 line of credit with CFC afier August 20,20 14, that agreement must be amended. Big 
fivers is currently negotiating with CFC and CoBank to modify certain terms of the Company’s 
line-of-credit agreements to ensure access to the lines of credit, given receipt of the two Smelter 
termination notices. Amendments to these agreements are subject to approval by the KPSC. 

On November 14,2012, Big fivers filed m application with the KPSC seeking approval to issue new debt 
to be used to refund the $58,800 Series 1983 Bonds (note 3) that mature in June 2013. However, with the 
uncertainty created by the Aluminum Smelters’ termination notices, and potential cumulative impact on 
prospective bond purchasers, the Company has decided to seek KPSC approval to repay the bonds from 
repurposed funds currently restricted by previously issued orders of the KPSC. The restricted funds consist 
of CoBank borrowings to be used for capital expenditures in the ordinary course of business; and a 
Transition Reserve established for use upon the loss of one or both of the Aluminum Smelter loads (the 
December 31, 2012 balances were $41,313 and $35,009, respectively). On March 26, 2013, the WSC 
issued an Order granting the approval sought by the Company in this matter. 

Certain legislators in Western Kentucky have filed companion bills in the Kentucky General Assembly 
21 1 and SB 71) in an attempt to legislate power supply pricing options for the Aluminum Smelters on 

Big Rivers’ system that will encourage the smelters to continue operating their facilities. Big fivers does 
not support those legislative proposals, and cannot predict whether the efforts will be successful. 

While the ultimate outcome of the filings with the KPSC, discussions with lenders, and possible legislation 
are all uncertain, management of Big Rivers believes that the Company’s results of operations and cash 
Rows will provide sufficient liquidity for the Company to operate its business and meet its obligations as 
they come due for the foreseeable future. However, negative outcomes in one or more of these matters 
could potentially have a material impact on the Company’s results of operations, cash flows, and liquidity. 
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At December 3 1, 2012, Big Rivers had a Nonpatron Net operating Loss Carryforward of approximately 
$31,933 expiring at various times between 2012 and 2031, and an Alternative Minimum Tax Credit 
Carryforward of approximately $7,028, which carries forward indefinitely. 

The Company has not recorded any regular income tax expense for the years ended December 31, 2012, 
201 1, and 2010, as the Company has utilized federal net operating losses to offset any regular taxable 
income during those years. Mad the Company not had the benefit of a net operating loss carryforward, the 
Company would have recorded $0, $3,613, and $3,846 in current regular tax expense for the years ended 
December 31,2012,201 1,  and 2010, respectively. 

The components of the net deferred tax assets as of December 3 1,20 12 and 20 1 1 were as follows: 

Deferred tax assets: 
Wet operating lass carryforward 
Alternative minimum tax credit carryforwards 
Member rate mitigation 
Fixed asset basis difference 
RlJS Series B Note 

Total deferred tax assets 

Deferred tax liabilities: 
RUS Series B Note 
Bond refunding costs 

Total deferred tax liabilities 
Net deferred tax asset (prevaluation allowance) 

Valuation allowance 
Net deferred tax asset 

$ 12,614 
7,028 

10,326 
3,352 

19,689 

(9) 
53,000 

(53,000) 

12,812 
7,138 

10,326 
3,980 

19.689 

53,945 

(9) 
53,936 

(53,936) 
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I% reconciliation ofthe Company’s effective tax rate for 2012,201 1, and 2010 is as follows: 

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

carryforwards and other 
Alternative minimum tax 

Effective tax rate 

2012 
35.0% 
4.5 
0.9 

(40.4) 

2 

3 5 .O% 
4.5 
0.9 

(40.8) 

0.4 
3.5 
3.5% 

20118 
35.0% 
4.5 
0.5 

(38.8) 

The Company files a federal income tax return, as well as certain state income tax returns. The years 
currently open for federal tax examination are 2007 through 201 1 and 1996 through 1997, due to mused 
net operating loss carryforwards. The major state tax jurisdiction currently open for tax examination is 
Kentucky for years 2004 through 2012 and years 2001 through 2003, also due to unused net operating loss 
carryforwards. The Company has not recorded any unrecognized lax benefits or liabilities related to federal 
or state income taxes. 

The Company classifies interest and penalties as an operating expense on the income statement and 
accrued expense in the balance sheet. No material interest or penalties have been recorded during 2012, 
2011,or2010. 

(a) ~ e ~ ~ e ~ - ~ e ~ e ~ ~  Plms 

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

The salaried employees defined-benefit plan was closed to new entrants effective Januapy 1,  2008, 
and the bargaining employees defined-benefit plan was closed to new hires effective November 1, 
2008. The Company simultaneously established base contribution accounts in the 
defmed-contribution thrift and 40 1 (k) savings plans, which were renamed as the retirement savings 
plans. The base contribution account for an eligible employee, which is one who meets the minimum 
age and service requirements, but for whom membership in the defined-benefit plan is closed, is 
funded by employer contributions based on graduated percentages of the employee’s pay, depending 
on his or her age. 
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The Company has adopted FASB ASC 7 15, Compensation - Retirement Benefits, including the 
requirement to recognize the funded status of its pension plans and other postretirement plans (note 
10 - Postretirement Benefits Other Than Pensions). FASB ASC 715 defines the funded status of a 
defined-benefit pension plan as the fair value of its assets less its projected benefit obligation, which 
includes projected salary increases, and defines the funded status of any other postretirement plan as 
the fair value of its assets less its accumulated postretirement benefit obligation. 

FASB ASC 715 also requires an employer to measure the funded status of a plan as of the date of its 
year-end balance sheet and requires disclosure in the notes to the financial statements certain 
additional information related to net periodic benefit costs for the next fiscal year. The Company’s 
pension and other postretirement benefit plans are measured as of December 3 1,20 12 and 20 1 1. 

The following provides an overview of the Company’s noncontributory defined-benefit pension 

A reconciliation of the Company’s benefit obligations of its noncontributory defined-benefit pension 
plans at December 3 1 , 2012 and 20 1 1 is as follows: 

plans. 

2012 2011 
Benefit obligation - beginning of period $ 3 1,743 28,804 

Interest cost on projected benefit obligation 1,304 1,296 

Actuarial loss 2,93 1 845 

Benefit obligation - end of period $ 30,907 3 1,743 

Service cost - benefits earned during the period 1,428 1,279 

Benefits paid (6,499) (48 1) 

Big Rivers’ defined-benefit pension plans provide retirees with a lump-sum payment option. Benefits 
paid in 2012 include lump-sum payments in the amounts of $6,462 - the result of ten retirees 
electing the lump-sum payment option. In 2011 1, only one retiree elected the lump-sum payment 
option for an amount of $441. 

The accumulated benefit obligation for all defined-benefit pension plans was $24,211 and $25,482 at 
December 31,2012 and 201 1, respectively. 

A reconciliation of the Company’s pension plan assets at December 3 1,2012 and 201 1 is as follows: 

2012 2011 
Fair value of plan assets - beginning of period ?i 28,000 25,267 
Actual return on plan assets 3,020 324 
Employer contributions 4,810 2,890 

Fair value of plan assets -- end of period $ 25433 1 28,000 
Benefits paid (6,499) (48 1) 
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The funded status of the Company’s pension plans at December 31,2012 and 201 1 is as follows: 

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

Funded status 

$ (30,907) (3 1,743) 
2 9 3  1 28,000 

$ (1,576) (3,743) 

Components of net periodic pension costs for the years ended December 3 1 , 20 12,20 1 1 , and 20 10 
were as follows: 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement loss 

Net periodic benefit 
Cost 

201% 

$ 1,428 
1,304 

14 
779 

2,064 

(1,897) 

$ 3,692 

20111 2060 
1,279 1,289 
1,296 1,368 

(1,737) (1,533) 
14 19 

46 1 584 - _. 

1,313 1,727 

As ti result of the 2012 lump-sum payments there was a settlement required to the defined-benefit 
pension plans as provided in FASB ASC 715. The 2012 settlement loss of $2,064 reflects an 
accelerated amortization of unrecognized losses existing at the settlement date of December 3 1 , 
2012. The settlement loss is determined by multiplying the total unrecognized losses as of the 
settlement date by the projected benefit obligation that was settled or eliminated due to the lump-sum 
payments. 

A reconciliation of the pension plan amounts in accumulated other comprehensive income at 
December 31,2012 and 201 1 is as follows: 

2012 20611 
Prior service cost 
Unamortized actuarial lass 

Accumulated other comprehensive income $ ( 10,128) (1 1,177) 

In 201 3, $1 1 of prior service cost and $635 of actuarial loss is expected to be amortized to periodic 
benefit cost. 
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The recognized adjustments to other Comprehensive income (loss) at December 31, 2012 and 2011 
are as follows: 

2012 2w.1 
Prior service cast $ 14 14 
Unamortized actuarial gain (loss) 1,035 (1,797) 

Other comprehensive income (loss) $ 1,049 (1,783) 

At December 3 1 , 20 12 and 20 1 1 amounts recognized in the balance sheets were as follows: 

Deferred credits and other 
2062 2011 

$ (1,576) (3 Y 743 1 

Assumptions used to develop the projected benefit obligation and determine the net periodic benefit 
cost were as follows: 

2@B2 2011 mno 
Discount rate - projected benefit 

Discount rate - net periodic benefit 

Rates of increase in compensation 

Expected long-term rate of return on 

obligation 3.57% 4.26% 4.95% 

Cost 4.26 4.95 5.59 

levels 4.00 4.00 4.00 

assets 7.25 7.25 7.25 

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

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

Big Rivers utilizes a third-party investment manager for the plan assets, and has communicated 
thereto the C~mpmy’s Retirement Plan Investment Policy, including a target asset allocation mix of 
50% U.S. Equities (an acceptable range of 45% - 55%), 15% International Equities (an acceptable 
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range of 10% - 20%), and 35% fixed income (an acceptable range of 30% - 40%). As of 
December 31, 2012 and 201 1,  the investment allocation was 49% and 56%, respectively, in 
U.S. Equities, 6% and 8%, respectively, in International Equities, and 45% and 36%, respectively, in 
fixed income. The objective of the investment program seeks to (a) maximize return on investment, 
(b) minimize volatility, (c) minimize company contributions, and (d) provide the employee benefit in 
accordance with the plans. The portfolio is well diversified and of high quality. The average quality 
of the fixed income investments must be “A” or better. The equity portfolio must also be of 
investment grade quality. The performance of the investment manager is reviewed semimually. 

At December 31,2012 and 201 1 ,  the fair value of Big Rivers’ defined-benefit pension plan assets by 
asset category are as follows: 

Cash and money market 
Equity securities: 

U S .  Large-Cap Stocks 
U.S. Mid-Cap Stock Mutual Funds 
U.S. Small-Cap Stock Mutual 

International Stock Mutual Funds 
Preferred stock 

Short-Term Bond Fund 
IJ.S. Government Agency Bonds 
Taxable U.S. Mwnicipal Bonds 
U.S. Corporate Bonds 
Global Bond Fund 

Funds 

Fixed: 

$ 5,820 

9,839 
2,796 

1,513 
1,888 

228 

$ 22,084 

24 

300 
921 

3,109 
2,617 

300 
7,247 

20312 

5,820 

9,839 
2,794 

1,513 
1,888 

228 

300 
921 

3,109 
2,617 

300 
29,33 1 
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Cash and money market 
Equity securities: 

U.S. Large-Cap Stocks 
U.S. Mid-Cap Stock Mutual Funds 
U.S. Small-Cap Stock Mutual 

International Stock Mutual Funds 
Preferred stock 

TIPS Bond Fund 
U.S. Government Agency Bonds 
Taxable U.S. Municipal Bonds 
U.S. Corporate Bonds 
Global Bond Fund 

Funds 

Fixed: 

Level % 

$ 2,129 

10,178 
3,365 

1,666 
2,168 

493 

723 
I 

- 
1,085 
3,258 
2,630 

305 
$ 20,722 7.278 

2011 
2,129 

10,178 
3,365 

1,666 
2,168 

493 

723 
1,085 
3,258 
2,630 

305 
28,000 

Expected retiree pension benefit payments projected to be required during the years following 2012 
are as follows: 

Uem(s) ending December 3 1 : 
20113 
2014 
201 5 
2016 
2017 
2018 - 2022 

Total 

$ 4,718 
1,682 
3,034 
3,573 
1,865 

13,563 
$ 28,435 

In 2013, the Company expects to contribute $924 to its pension plan trusts. 

(b) ~ @ ~ ~ e ~ - ~ ~ ~ ~ ~ ~ ~ ~ i ~ ~  Plans 

Big Rivers has two defined-contribution retirement plans covering substantially all employees who 
meet minimum age and service requirements. Each plan has a thrift and 401(k) savings section 
allowing employees to contribute up to 75% of pay on a pretax and/or after-tax basis, with employer 
matching contributions equal to 60% ofthe first 6% contributed by the employee on a pretax basis. 
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I$ base contribution retirement section was added and the plan name changed from thrift and 401(k) 
savings to retirement savings, effective January 1,2008, for the salaried plan and November 1,2008, 
for the bargaining plan. The base confribution account is funded by employer contributions based on 
graduated percentages of pay, depending on the employee’s age. 

The Company’s expense under these plans was $4,808 and $4,464 for the years ended December 3 1, 
20 12 and 20 1 1 , respectively. 

~~~~~~~~~~~~ 

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

The nonqualified deferred compensation plan is unfbnded, but the C~mpany has chosen to finance its 
obligations under the plan, including any employee deferrals, through a rabbi trust. The trust assets 
remain a part of the Company’s general assets, subject to the claims of its creditors. The 2012 
employer contribution was $60 and deferred compensation expense was $122. As of December 3 1, 
2012, the trust asset was $404 and the deferred liability was $263. 

The amortized costs and fair values of Big Rivers restricted investments held for member rate mitigation 
and the Transition Reserve at December 3 1,2012 and 201 1 are as follows: 

2012 2011 

CQS$ values costs VaIMeS 

Cash and money market !$ 1,292 1,292 12,765 12,764 
Debt securities: 

1J.S. Treasuries 63,208 64,097 62,073 63,g 17 
U.S. government agency 1 15,023 1 15,040 88,324 88,485 

Total $ 179,523 180,429 163,162 165,166 
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Gross unrealized gains and losses on restricted investments at December 3 1,  2012 and 201 1 were as 
follows: 

Debt securities: 

2012 2811 ..__ 

Gains Losses 

U.S. Treasuries $ 889 - 1,843 - 
U.S. government agency 20 3 161 - 

Total $ 909 3 2,004 - 

Debt securities at December 3 1 , 20 12 and 201 1 mature, according to their contractual terms, are as follows 
(actual maturities may differ due to call or prepayment rights): 

costs VBlllleS COStS V d U e S  

In one year or less $ S6,3 15 56,330 43,02 1 43,092 
After one year through five 

years 123,208 124,099 120, I41 122,074 
Total $ 179,523 180,429 163,162 165,166 

Gross unrealized losses on investments and the fair values of the related securities, aggregated by 
investment category and length of time that individual securities have been in a continuous unrealized loss 
position at December 3 1,2012 and 20 1 1 were as follows: 

Losses vrnlwes L0SSe.S valwes 
Debt securities: - - - - US. Treasuries $ 

U.S. government agency 3 34,997 _.- - 
Total $ 3 34,997 - - 

The unrealized loss positions Were primarily caused by interest rate fluctuations. The number of 
investments in an unrealized loss position as of December31, 2012 and 2011 was two and zero, 
respectively. Since the Company does not intend to sell and will more likely than not maintain each debt 
security until its anticipated recovery, and no significant credit risk is deemed to exist, these investments 
are not considered other-than-temporarily impaired. 
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Notes to Financial Statements 

December 3 1,2012 and 201 1 

(Dollars in thousands) 

In conjunction with the CFC $302,000 secured term loan (note 3), Big Rivers was required to invest in 
Capital Term Certificates (CTCs) equal to 14.29% of the Refinance Note. Proceeds of the Equity Note 
were used to purchase the investments in CTCs as required under the loan agreement. The interest rate on 
the CTCs is fixed at 4.28% and is equal to 80% of the Equity Note rate of 5.35%. The CTCs cannot he 
traded in the market, and therefore, a value other than their outstanding principal amount cannot be 
determined. 

FASB ASC 820 defines fair value, establishes a framework for measuring fair value and expands 
disclosures about f i r  value measures. Et applies under other accounting standards that require or permit 
fair value measurements and does not require any new fair value measurements. 

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

Institutional money market government por(cfolio 

2012 2@ll 
$ 110,165 44,844 

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

Big Rivers’ long-term debt at December 31,2012 consists of CFC loans totaling $341,358, a CoBank loan 
in the amount of $231,426, RWS notes totaling $210,359, variable rate pollution control bonds in the 
atnounl. of $5$,SOO, and fixed-rate pollution control bonds in the amount of $83,300 (note 3). The RUS, 
CFC, and CoBank debt cannot be traded in the market, and therefore, a value other than their outstanding 
principal amount cannot be determined. The fair value of the Company’s variable rate pollution control 
debt is par value, as each variable rate reset effectively prices such debt to the current market. At 
December 3 1,2012, the fair value of Big Rivers’ fixed-rate pollution control debt was determined based on 
quoted prices in active markets of similar instruments (Level 1 measure) and totaled $86,778. 

(30) ~ ~ s t ~ ~ ~ ~ ~ ~ e r n t  ernem Other thakn Pensions 

Big Rivers provides certain postretirement medical benefits for retired employees and their spouses. 
Generally, except for generation bargaining retirees, Big Rivers pays 85% of the premium cost for all 
retirees age 62 to 65. The Company pays 25% of the premium cost for spouses under age 62. For salaried 
retirees age 55 to age 62, Big Rivers pays 25% of the premium cost. Beginning at age 65, the Company 
pays 25% of the premium cost if the retiree is enrolled in Medicare Part B. For each generation bargaining 
retiree, Big Rivers establishes a retiree medical account at retirement equd to $1,200 per year of sewice up 
to 30 years ($1,250 per year for those retiring on or after Sanuary 1,20 12). The account balance is credited 
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RS E N 
Notes to Financial Statements 

December 31,2012 and 201 1 
(Dollars in thousands) 

with interest based on the 10-year treasuny rate subject to a minimum of 4% and a maximum of 7%. The 
account is to be used for the sole purpose of paying the premium cost for the retiree and spouse. 

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

2012 2011 

Discount rate - projected benefit obligation 3.72% 4.29% 4.96% 
Discount rate - net periodic benefit cost 4.29 4.96 5.78 

The healthcare cost trend rate assumptions as of December 3 1,201 2 and 20 1 1 were as follows: 

Initial trend rate 
Ultimate trend rate 
Year ultimate trend is reached 

2012 20111 
7.30% 7.40% 
4.50 4.50 
2028 2028 

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

2012 2011 
Qne-percentage-point decrease: 

$ (209) (21 1) 
Effect on year-end benefit obligation (1,454) (1,056) 
Effect on total service and interest cost components 

One-percentage-point increase: 
EffeGt on total service and interest cost components $ 253 254 
Effect on year-end benefit obligation 1,723 1,226 

A reconciliation of the Company’s benefit obligations of its postretirement plan at December 3 1,201 2 and 
201 1 is as follows: 

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

Benefit obligation - end of period 

2082 

$ 18,040 
1,169 

766 
177 

(1,957) 
(796) 
1.270 

$! 18,669 

15,864 
1,253 

754 
160 
- 

(64.1) 
620 

18,04O 
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Notes to Financial Statements 

December 31,2012 and 201 1 

(Dollars in thousands) 

Big Rivers revised the eligibility requirements for postretirement medical with regard to age and service. 
Beginning January 1, 2014, eligibility for retirement is age 62 with 10 years of service. The senvice 
requirement is waived for active employees on December 3 1 2012 who will not have 10 years of service at 
age 62. These amendments to the plan represent a $1,957 reduction in the accrued liability as ofDecember 
31,2012. 

A reconciliation of the Company’s postretirement plan assets at December 3 1 , 20 12 and 20 1 1 is as follows: 

2011 
- - Fair value of plan assets - beginning of period 

Participant contributions 177 160 
Benefits paid (796) (61 1)  
Fair value of plan assets - end of period 

$ 
Employer contributions 619 45 1 

.__ - $ 

The funded status ofthe Company’s postretirement plan at December 3 1,2012 and 201 1 is as follows: 

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

Funded status 

$ (1 8,669) (1 8,040) 

$ ( 18,669) (1 8,040) 

The components of net periodic postretirement benefit costs for the years ended December 3 1,2012,20 1 1, 
and 2010 were as follows: 

Service cost 
Interest cost 
Amortization of prior service cost 
Amortization of transition obligation 

Net periodic benefit cost 

$ 1,169 
766 

17 

$ 1,983 

268111 

1,253 
754 

17 

2.055 

1,313 
743 

17 
31 

2,104 
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Notes to Financial Statements 

December 31,2012 and 201 1 

(Dollars in thousands) 

A reconciliation of the postretirement plan amounts in accumulated other comprehensive income (loss) at 
December 3 1,2012 and 201 1 is as follows: 

$ 1,844 (130) 
(1,455) (385) 

(31) 

189 (546) 

Prior service cost 
Unamortized actuarial loss 
Transition obligation _I 

Accumulated other comprehensive income (loss) $ 

In 2013, $17 of prior service cost and $0 of actuarial gain is expected to be amortized to periodic benefit 
cost. 

The recognized adjustments to other comprehensive loss at December 3 1,2012 and 201 1 are as follows: 

2012 2011 

$ 1,974 17 
(1,269) (420) 

31 31 

$ 736 (572) 

Prior service cost 
Unamortized actuarial loss 
Transition obligation 

Other comprehensive income (loss) 

At December 3 1,20 12 and 20 1 1, amounts recognized in the balance sheets were as follows: 

2012 2011 

(1 7,677) (1 7,278) 

Net amount recognized $ (1 8,669) (1 8,040) 

$ (992) (762) Accounts payable 
Deferred credits and other 

Expected retiree benefit payments projected to be required during the years following 2012 are as follows: 

<punt 
Year(s): 

2013 
2014 
2015 
2016 
2017 
2018 - 2022 

Total 

$ 992 
1,160 
1,23 1 
1,330 
1,488 
8,033 

$ 14,234 
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Notes to Financial Statements 

December 31,2012 and 201 1 

(Dollars in thousands) 

In addition to the postretirement plan discussed above, Big Rivers has another postretirement benefit plan, 
which vests a portion of accrued sick leave benefits to salaried employees upon retirement or death. To the 
extent, an employee’s sick leave hour balance exceeds 480 hours such excess hours are paid at 20% of the 
employee’s base hourly rate at the time of retirement or death. The accumulated obligation recorded for the 
postretirement sick leave benefit is $589 and $579 at December 3 1, 2012 and 201 1, respectively. ahe 
postretirement expense recorded was $5’7, $19 1 , and $2 1 for 20 12, 201 1 , and 20 10, respectively, and the 
benefits paid were $47, $3, and $5 for 2012,201 1, and 2010, respectively. 

For the years ended December 31, 2012, 201 1, and 2010, Big Rivers had tariff sales to its members of 
$158,893, $151,472, and $151,001, respectively. In addition, for the years ended December 31, 2012, 
201 1, and 2010, Big Rivers had certain sales to Kenergy for the Aluminum Smelters and Domtar Paper 
loads of $366,758, $306,420, and $28 1,473, respectively. 

At December 31, 2012 and 2011, Big Rivers had accounts receivable from its members of $42,759 and 
$40,3 14, respectively. 

(1%) ~~~~~~~~~~~ and ~~~t~~~~~~~~~ 

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

On April 2, 2012, Big Rivers filed an application with the KPSC seeking approval of its 2012 
environmental compliance plan (ECP). As filed, the ECP requested KPSC approval to install certain 
equipment allowing Big Rivers to comply, in the most cost-effective manner, witb the U.S. Environmental 
Protection Agency Cross-State Air Pollution Rule (CSAPR), and Mercury and Air Toxics Standards 
(MATS). In addition, the ECP Sling requested approval to recover the costs of the ECP through an 
amendment to Big Rivers’ existing environmental surcharge tariff rider, an automatic cost-recovery 
mechanism that is similar in function to the fuel adjustment clause. Prior to the evidentiary hearing 
conducted on August 22 and 23, 2012 at the KPSC’s oHces, a ruling by the United States Court of 
appeals for the District of Columbia Circuit resulted in CSAPR being vacated. On August 22, 2012, with 
CSMR vacated and only MATS compliance remaining (at an estimated cost of $58,440), the parties to the 
KPSC hearing were able to reach a full and unanimous settlement of all issues related to the ECP case. On 
October 1 , 201 2, the KPSC issued an order approving Big Rivers’ ECP. 
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FF Billie Richert 
S€?l Monday, February 25,201 3 3:49 PM 
TO: Rose, Kevin ~Ke~in.Rose@moodys.con~~ (Kevin.Rose@moodys.corn) -. &: Nicholas R. Castlen; Ralph Ashworth 
Subject: 2012 Fourth Quarter Financial Report 
littachmen&: Fourth Quarter 2012 Financial Reportpptx 

ittached is our condensed 2012 Fourth Quarter Financial Report. Please let me know if there are questions. 

'hanks. 

li&e CPg, 83TP 
I" Accounting, Rates and CFO 
ig Rivers Electric Corporation 
D% Third Street 
enderson, KY 42420 

wporaate: (270) 827-2561 
ffice Direct: (270) 844-6298 
obile: (270) 577-6221 

3 ir ~ d ion  contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
ifi8 
itiea -.,ier than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
ete the material from your/any storage medium. 

and/or private nature. Any review, re!ranSmiSSiOn, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 

1 

Case No. 2013-00126 
Attachment for Response to KIUC-1-6 

Page 193 of 308 



E 1.. E CT R1 C CO R P 0 R A T  IO N 

Your Touchstone Energy* Coopentive c-- 

Case No. 2013-00126 
Attachment for Response to KIUC-1-6 

Page 194 of 308 



BIG RIVERS ELECTRIC CORPOWATiON 
Balance Sheet 
In KIIusanclsS 

December 31. December31, 
201 9 - 2012 -- ASSETS 

TOTAL unuv PLANT~N SERVCE 

TOTAL unuw PLANT 
COIJSTRUCTIOf4 WOR( IN PROGRESS 

ACCUNl PROVISION FOR DEPR & AIjlORT 

NETUTILITY PLANT 

INVESTIN ASSOC ORG PATRONAGE CAPITAL 
INVESTIN ASSOC ORG OTHER GENERALFUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL 07F1ER PROPERTY AND INVESTMENTS 

CASH -GENERALNIJDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUMTS RECEIVABLE -SALES OF ENERGY 
ACCOUMTS RECEIVABLE. O7HER NET 
FUEL STOCK 

PREPAYMENTS 
OTHER CURRENT& ACCRUED ASSETS 

TOTAL CURRENT 8: ACCRUE0 ASSETS 

MATERUSLS & SUPPLIES - OTHER 

UHMORT DEBT DlSC & EXlRAORD PROP LOSS 
REGULATORY ASSEX3 
OTHER DEEWED DEBITS 

TOTAL ASSETS AND OTHER DEBITS 

EQUlllES AND UABILITIES 

OPER4TIII1G MARGINS - PRIOR YEAR 
OPERATING MARGINS -CURRENT YmR 
1,lOlJWERATING MARGINS . PRIOR YEAR 
NONWE,ERATlNG tvlARGlliS - WRRENT SEAR 
OTHER MARGNS & EOUmES 

TOTAL MARGINS & EQUIBES 

L.OMGTERM DEBT -RUS 
LONG-TERM DEBT -OTHER 

TOTAL LONG-TERM DE6T 

ACCOUNTS PAYA6LE 
TAXES ACCRUED 
INTEREST ACCRUER 
OTHERCURRENT81 ACCRJED UABlLlTlES 

TOTAL CURREM 81 ACCRUED LIABlLlIIES 

OEFERRED CREWTS 
OPERATING RESERVES 

TOTAL UA61LlTiES At40 DWER CREDITS 

1999.406 
50,813 

2050,221 
(962,994) 

1,087 227 

3,623 
43 841 

15 
180633 

228.172 

7 
598 

170,165 
44758 
2346 

34 146 
24.957 
4,176 
1 276 

222429 

4,165 
704 

3.981 

1.545 678 

(241,898) 
10.314 

638,998 
963 

(5.495) 

402882 

220,359 
714,685 

925.244 

33,013 
967 

4,926 
9,988 

48893 

ras,oss 
21,571 

7,546 678 

1879268 
49.150 

2,028.418 
(936.355) 

1.OQZoG3 

3.648 
685 
15 

164 152 

16B.530 

6 
573 

44,844 
42.314 

232 
33.894 
25.295 
4 SI8 

933 

153 409 

2 079 

1671 

1417.922 

(247,339) 
5,441 

M a , m  
160 

c7 27% 

389 823 

644 298 
142100 

786,398 

30,325 
057 

0 egg 
9,423 

3 , 6 0 4  

lss,ool 
22.098 

1.417,922 

ELECTRIC PLANT IN SERVICE increased 520 i millidn to s2 0 billion as of December 31, 2012 
TI$s increase resulted from construction projects to malr%afngenemtlon transrnlsslm and 
cwimunlcalon capaMlities 

TEMPORARY INVESTMENTS Im.hasedSG53m prlmadly due to the bwmwing that took place 
fhs year to fund constwtion pqwts 

SPECIAL FUNDS Increased $46 5m as dD~ember31, 2012 ?his increased resulted from 
replenishing the tmnsition resew partlally ofisd by the use of the resew funds se: up w 
non-smelter member mfe mltlgallon 

LONG-TERM DEBTi~reasedS133 8 million as of December 31, 2012 pnmaiily due lo bbrrowing 
tor captat pqects and rePIWdishthe S35 0 million transthon resemfmeny used to pregay RUS deb: 

DEERRED CREDITS UeCrWS4 S20.9 million as of Dxmbei 31 2012 pnrnadly due to the Case No. 2023-00126 
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BIG RIVERS ELECTWIC GORQOWaPION 
statement at operations 
In rnousrnds: $ 

Three Wlonths 
Efinded December 31, 

2012 2011 

ELECTRIC ENERGY REVENUES 144,202 136,051 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 145,300 137,500 

1,098 1,449 -- 

OPERATION EX'ENSE-PRODUCTION-EXCL FUEL 
OPERATION EX'ENSE-PRODUCTION-FUEL 
OPERATION EWENSE-OTHER POWER SUPPLY 

OPERATION EXPENSERTO/ISO 
OPERATION WENSE-CUSTONIER ACCOUNTS 
CONSUMER SERVICE 61 INFORIdATlONAL EXPENSE 
OPERATION EXPENSESALES 

OPERATION EWENSE-TRANSMISS ION 

OPERATION EXPENSE-ADNI INISTRATIVE & GENERAL 

1 1,663 
60,536 
27,184 
2,756 

599 
297 
495 
89 

6,051 

13,409 
53,122 
29,083 
2,263 

698 
0 

287 
56 

6,577 - 
TOTAL OPERATION EXPENSE 209,670 105,495 

IdlAINTENANCE EWENSE-PRODUCTION 10,298 13,714 
NiAlNTENANCE EXPENSE-TIIANSUISSIOM 872 1,333 
NI AINTENANCE EWENSE-G ENERAL P LaNf 56 48 

TOTAL MAIIJTENANCE EXPENSE 1 1,226 15,095 

DEPRECIATION ik AMQRTIZATION EXPENSE 10,238 9,033 

ATEREST Old LONG-TERM DEBT 11,314 11,265 
\XES 0 (30) 

INTEREST CHARGED TO CONSTRUCTION-CREDIT If38) (98) 
OTHER INTEREST EXPENSE 93 (1) 
0TH ER DE DU CTlOI4 S 359 62 

TOTAL COST OF ELECTRIC SERVICE 142,712 140 $2 I 

OPERATING UARGINS 2,588 (3,3211 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATUVG INCOME - NET 

580 18 
0 1 
3 4 

Twelve Months; 
Ended December 31, 

201 2 201 1 

563,385 558,372 
4,957 3,617 - 

568,342 561,989 

48,055 
226,369 
111,455 
10,119 
2,262 

297 
886 
191 

26,429 

50,410 
226,229 
112,262 

9,183 
2,530 

0 
632 
185 

26,557 

427,988 426,073 

41,170 42,896 
4,608 4,681 

184 141 

45,962 47,718 

41.090 35,407 
4 98 

45,033 45,715 
V66) (548) 
148 59 
546 220 

5 58.090 556,657 

10.252 5,332 

963 150 
0 9 

62 109 

NET PATRONAGE CAPITAL OR MARGINS 3,151 (3,298) 11,277 5.600 

SALES TO MEMBERS increased 508,231 MWh to 10,707,249 MWh for the twelve-rnonth period ended December 31,2012. 
,Member safes rewnue increased $62.8milHon, Or?3.8%, to $519.1 million for the twelw-rnanth perjod ended 
jDecember 31, 2012, COmpfired to $456 4 miI!lOfl In 2011, drwn by higher sales Lo the aluminum smelten and the increase 
jin member mtes that took effect on September 9, 201 1, 

/SALES TO NON-MEMBERS decreased 1.519.273 UVVh to 1,536,835 f8Wh forthe twelve-month period ended December 31, 
i2012 This decrease, along with a 13.7% decline in price. caused non-memberelectric sales revenue to decrease 
/56.6%, to $44.3 million, forthe twelve-month penod ended December 31, 2012 compared to $102.0 million for2Olj 

' 'IRCHASED POWER expense increased $4.8 million. or 11.7% to $45 3 million for the twelvemonth period ended 

idecmase in tfie awrage cost of purchased power VSUlting from a reduction In the market price of electricity. 
I 

t 

j 

:cember 31, 2012, compared to 2011 This was due to a 21 8% increase in ?vlWh purchased, partially offset by a 8 3% 

f 
f 
IFUEL expense decreased $2 3 million. or 1 0% to $253 4 million for the twelm-month penod ended December 31, 2012 
!compared to 201 1. The decreased fuel ex Pense was driven by lower generation as the softer power market drove 
1 ec anornic purc hasss 
I Attachment €or R 
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BIG RIVERS ELECTOUC ~~~~~~~~ 

Statement of Cash Flows 
FOP 
In andsS 

- Quarter Ended December 31,2012 

CASH FLOWS FROM OPERAnNG ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash proaded by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Noie 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Reienue 
Changes in certain assets and liabilltles: 

Accounts receimble 
Inventories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash prodded by operating activities 

ASH FLOWS FROM INVESTING ACTIVITES: 
Capital expenditures -- net 
% w e d s  from Restricted Invstments and Other Deposits 

'urchase of Restricted lnwstmenfs and Other Deposits and 
and Investments 

investments 

Net cash used in investing activities 

\S 'WS FROM FINANCING ACTIVITIES: 
Wn. payments on long-term obligations 
'roceeds from long-fern obligations 
'rincipal payments on short-term notes payable 
iebt Issuance Cost 
ayments on obligations under long-term lease 

Net cash used in financing activities 

Three Months Ended December 31, 
201 1 2012 - 

11,140 9,664 
1,873 1,773 

8 0 
(5,389) (5.154) 

(2,980) 7 
(733) (7,393) 

(3.190) (3,515) 
(1.346) 28 
6,013 1.345 
2,951 1,769 - (9,608) (1,354) 

9,890 (6,128) 

(11,899) (16,130) 
4,714 4,513 

65 0 

(5,595) (1 5,094) 
0 0 
0 0 

(252) 0 
0 0 

(75.094) 

- 
I_- 

(5.847) 

T INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (3,077) (32,839) 

SH AND CASH EQUIVALENTS -- Beginning 

SI4 AND CASH EQUIVALENTS - Ending 

PPLEMENTAL CASH FLOW INFORMATION: 
ash paid for interest 

113,250 77,688 

110,173 44,848 = 

8,268 9.060 

ish paid in taxes 0 0 

Twelve Wlontbs Ended December 31, 
201 1 

~ 2012 -- 

11,277 5,600 

44,524 37,808 
7,292 6,884 
7.604 8,398 

(22,873) (18,9417) 

(3,757) 1,618 
86 1,357 
0 (1,325) 

(4,278) 121 
2,688 (974) 
(4,399) ( W 1 )  

276 0 

41,440 38,599 

(39'854) (38,746) 
(58,094) 56,095 

147 0 

17,349 
I- 

(97,80 1) 

(456,206) (45,879) 
580,156 0 

0 (l0,OOO) 
(2,265) 0 

0 0 

(55,879) - 121,685 --- 
65,324 69 

44,849 44,780 

110,173 44,849 I 

34,893 31,441 

0 130 
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Frc Rose, Kevin <Kevin.Rose@moodys.com 
Sene; 
To: Billie Richert 
Subject: Credit Opinion Published 
Wachrnents: 

Thursday, February 07,2013 4 5 0  PM 

Big Rivers Credit Opinion Feb 7 2013.pdf 

\ttached for your files is the research we published earlier today. 

kgards, 

evin 

evin Rose 
lobal Infrastructure and Finance Group 
12.553.0389 tel 
16.256.2741 mobile 
12.298.6466 fax 
:vin.rose@noodvs.com 

'oody's Investors Service 
World Trade Center 
i0 Greenwich St. 
:M' lq w 10007 

ivw.illoodys.com 

________________-__-------------------- 
e infomation contained in this e-mail message, and any attachment thereto, is 
<nfidential and may not be disclosed without our express permission. If you are not. the 
tended recipient or an employee Or agent responsible for delivering this message to the 
tended recipient, you are hereby notified that you have received this message in error 
d that any review, dissemination, distribution or copying of this message, or any 
tachment thereto, in whole or in part, is strictly prohibited. If you have received 
is message in erxor, please immediately notify us by telephone, fax or e-mail and 
lete the message and all of its attachments. Thank you. Every effort is made to keep 
r network free from viruses. You should, however, review this e-mail message, as well 
any attachment thereto, for viruses. We take no responsibility and have no liability 

r any computer virus which may be transferred via this e-mail message. 

1 
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Fr, Rose, Kevin <Kevin.Rose@moodys.com> 
Sent. 
To: Billie Richert 
Subject: 
Attachments: 

Wednesday, February 06,2013 3:58 P M  

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

Billie: 

Attached is the press release published earlier today. 

Regards, 
Kevin 

Cevin Rose 
3lobal Inftastructiue and Finance Group 
!12.553.0389 tel 
146.256.2741 mobile 
112.298.6466 fax 
.evin.roseO,moodvs.com 

doody's Investors Service 
World Trade Center 
50 Greenwich St. 
Tew York, NY 10007 

: Billie Richerl: [mailto:Billie.Richert@bigrivers.com] 
en8: Wednesday, February 06, 2013 3% Plvs 
D: Rose, Kevin 
u : RE: Draft Press Release for review 

ianks. 

-- ---__I -------- ---_ ----- " _ . ~ l _ _ _  ____I-_ I 

: Rose, Kevin [maiito:Kevin.Rose@moodys.com] 
mf: Wednesday, February 06, 2013 1:18 PM 
B , Kevin; Billie Richert 
I RE: Draft Press Release for review 

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

:vi- .dse 
obal Infrastructure and Finance Group 
2.553.0389 tel 
5.256.2741 mobile 
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212.298.6466 fax 
kvin rose@xnoodvs.com 

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

www.moodvs.com 

February 06, 2063 2 2 9  AM 
illie.richert@ bigriverscorn) 

Draft Press Release for review 

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

s previous9y mentioned, the attached is for your review prior to our publishing later today. 

ar- -9nding fhe affached research 1 Press Release for your review, to give you the opporfunity fo draw attention fo any 
IC xrors and/or inadvertenf d~.sClOSUre of confidenfial information. However, please nofe fhaf under our policies, MIS 
?tains ultimate editorial control over the form and confent of all its publicafions. MIS will nof accepf other changes from an 
suer that would alfer the meaning or fone of our opinions or credit rating announcemenfs. Please nofe fhaf this drafi 
!search is strictly confidential and you may not disclose it to any other person excepf: (0 fo your legal counsel acting in 
eir capacity as such; (ii) to your other authorized agents acting in their capacity as such; and (iii) as required by law or 
gula fion. 

‘ease provide any feedback by no later than 12:OO noon today and undersfand that we may issue the Press Release 
hether or nof you have responded.” 

win 

:vin Rose 
obal Wastructure and Finance Group 
2.553.0389 tel 
6.256.2741 mobile 
2.298.6466 fax 
vin.rose@moodvs.com 

iody’s Investors Service 
Vorld Trade Center 
0 Greenwich St. 
w Uork, NY 10007 

e 1qoodvs.com 
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The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
ir ided recipient or an employee or agent responsible for delivering this message to the 
i1 ded recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or  copying of this message, or  any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

_ _ _ _ _ _ _ _ _ _ _ _ . _ _ - - - - C - - - - - - - - - - - - - - - - - - - - - -  

rhe information contained in this e-mail message, and any attachment thereto, is 
Zonfidential and may not be disclosed without our  express permission. If you are not the 
intended recipient or an employee O r  agent responsible for delivering this message to the 
intended recipient, YOU are hereby notified that you have received this message in error 
ind that any review, dissemination, distribution or copying of this message, or any 
ittachment thereto, in whole o r  in part, is strictly prohibited. If you have received 
:his message in error, please immediately notify us by telephone, fax or e-mail and 
ielete the message and all Of its attachments. Thank you. Every effort is made to keep 
)ur network free from viruses. YOU should, however, review this e-mail message, as well 
IS any attachment thereto, for viruses. We take no responsibility and have no liability 
'or any computer virus which may be transferred via this e-mail message. 
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R Rose, Kevin <Kevin.Rose@moodys.comz 
Ser,.. 
To: Rose, Kevin; Billie Richerli 
Subject: 
Attachments: 

Wednesday, February 06,2013 ?:I8 PM 

RE: Draft Press Release for review 
Big Rivers Draft PR Feb 6 2013 with factual changes.docx 

Billie: 

Thanks for your call earlier today to discuss the few factual points I will make those changes as we discussed per the 
3ttached and proceed with publishing. I will send you a pdfversion once it is posted to our rnoodys.com website. 

Cevin Rose 
ilobal Infrastructure and Finance Group 
! 12.SS3.0389 tel 
i46.256.2741 mobile 
12.298.6466 fax 
evin.rose@moodys.com - 

4oody's Investors Service 
World Trade Center 

50 Greenwich SI. 
lew York, NY 10007 

tww.moodvs.com 

*om: Rose, Kevin 
dnesday, February 06,2013 229 AM 
ichert (billie.richert@bigrivers.cosn) 

Draft Press Release for review 
~~~~~~~ High 

Ne: 

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

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

jm sending fhe affached research / Press Release for your review, to give you the oppodunify to draw affenfion to any 
:fua/ errors and/or inadvedenf disclosure of confidential information. However, please nofe fhaf under our policies, MIS 
Bins u/f/mafe ediforial control over fhe form and content of all ifs publications. MIS will not accepf other changes from an 
uer thaf would alter the meaning or fone of our Opinions or credit rafing announcemenfs. Please nofe fhaf this dra# 
;eat-& is sfrjcfly confidential and you may nof dkclose it to any ofher peson except: (i) to your legal counsel acting in 
lir capacity as such; (io fo your ofher authorized agenfs acting in their capacify as such; and (iii) as required by law or 
rula fion. 

laso oroo\/ide any feedback by no later than 12:OO noon today and understand fhat we may issue fhe Press Release 
e; ir not you have responded. " 

7 in 
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Kevin Rose 
Global Znfiastructure and Finance Group 
21' 7.0389 tel 
64c 3.2741 mobile 
212.298.6466 fax 
revin.rose@moodvs.com 

Moody's Investors Service 
7 World Trade Center 
50 Greenwich St. 
\Tew York, IVY 10007 
vww.moodYs.com 

___________I_____--_-------------------- 

'he information contained in this e-mail message, and any attachment thereto, is 
onfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee or agent responsible for delivering this message to the 
ntended recipient, you are hereby notified that you have received this message in error 
nd that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole or in part, is strict3y prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
elete the message and all Of i t s  attachments. Thank you. Every effort is made to keep 
ur network free from viruses. YOU should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
3r -qy  computer virus which may be transferred via this e-mail message. 
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'rc Billie Richert 
;em. 
0: Rose, Kevin <Kewin.Rose@moodys.corn> (Kevin.Rose@moodys.corn) 
iubject: Preliminary 2012 Results - 
rttachmsnb: 

Monday, Februafy 04,2013 1158 AM 

BREC RUS Part A - 1212 Preliminary.pdf 

rih a c h e 6  6m, CgTP 
P Accounting, Rates and CFO 
ig Rivers Electric Corporation 
31 Third Street 
enderson, KV 42420 

irporate: (270) 827-2561 
Mice Direct: (270) 844-6190 
obile: (290) 577-6221 

.___ _._I 

3 information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
ifidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infomation by persons or 
ities other than the intended recipient is not allowed. If YOU receive this message and the inforination contained therein by error, please contact h e  sender and 
ste the material from your/any storage medium. 
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- 7 fhru 371 I II 1,277,090,98 1 6,697,096.00 (748,223. I9> 
U, Revision Date 2010 incia1 and Operating Rep014 Electric Power Supply Part A - Financial 
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I 

30, other Deferred Debit6 3,981,081.51 I (SO fhru 57) 
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FrG Rose, Kevin cKevin.Rose@moodys.comz 
Sent: 
i-0: Billie Richert 

Sunday, February 03,2013 5:08 PM 

Subject: RE: FOIIOW-UP 

rhanks, I will look forward to speaking tomorrow. 

Cevin Rose 
jlobal Infrastructure and Finance Group 
!12.553.0389 tel 
146.256.2741 mobile 
12.298.6466 fax 
evin.rose@,moodys.com 

toody's Investors Service 
World Trade Center 

50 Greenwich St. 
'ew Vork, NY 10007 

vw.moodys .corn 

evh, 
iat works. For 2Q12, Alcm revenues were $155.21~ md Century revenues were $205.Orn oftobl ePe 
wgy revenues of $563.$m. 
llie 

It via the Sansung Galax), STMm, an AT&T 4G LTE sm;u.tphone 

.ose, Kevin" <Kevin.lEQose@moodys.conn> wrote: 
lie: 

have time zone differences correct, then I can call you tomorrow morning a t  11:30 my time (10:30 your time). i 
iuld also appreciate some info relating to the percentage of 2012 revenue contributed by Century and Aican, 
pectively, similar to what you provided in an e-mail back on August 12,2012 for 2011 data. 

Q"S! 

/in aLose 
bal hifi-astruct~ue and Finance Group 
S53.0389 tel 
.256.2741 mobile time Case No. 2013-00126 
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Page 207 of 308 1 

mailto:evin.rose@,moodys.com


212.298.6466 fax 
M.rose(iimoodvs.com 

ML q 's  Investors Service 
7 World Trade Center 
250 Greenwich St. 
New Yorlr, NY 10007 

www.moodys.com 

______ ___--_--------.------.---- --I-- -- --_- I - ~ "  _- -~ .____-_ 
llie Richert [mail~~:Billie.Riche~:@bigrive~s.com] 

03,. 2013 3:44 PM 

Cevin, 
'm available after 10:3Q to 190 CST and &err 4:30. 

:ent via the Sanisung Galaxy Sm7iII, an AT&T 4G LTE smartphone 

Rose, Kevin" <Kevin.HPose@,moodys.com> wrote: 
dlie. Is there a convenient time that I Can call YOU on Monday morning, preferably around 900  A.M. EST? Otherwise, 
le et me know when I can call and I can try to be flexible. THANKS! 

evin Rose 
dobal Infrastructure and Finance Group 
12.553.0389 te1 
16.256.2741 mobile 
12.298.6466 fax 
:vin.rose(iimoodvs.com 

ioody's Investors Service 
World Trade Center 
j0 Greenwich St. 
ew Uork, NY 10007 

Mhl,. 
e s  this suffice? 

2 
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Thanks, 
Billie 

jebree Works Aluminum Smelter/Rio Tinto Alcan has given notice to Big Rivers Electric Corp. that it will end its power 
:ontract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
b e  latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while 
hey sort out their next moves. 
bou must be logged in with the proper services to print this article. 
ind Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 prcent 
A its annual revenue. 
We've got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley, 
enior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open. 
tatting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a Dower power 
ste." 
ig Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
djjustment filing. 
he Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission 
m, * c; to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residentiai 
JS 
he nigher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative 
iembers, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative. 
he two aluminum smelters together buy about 65 Perceht of the power Big Rivers generates, and they provide about 70 
2rcent of the utility's revenue. 
srkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant. 
-hat, on top of what we're already paying, would be too difficult to sustain," he said, 
:bree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters 
:gotiated with Big Rivers effective in 2009. 
'hat (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to 
: in the $30~ or low $40~. Around $40 is not a great rate, but it would kelp us to be sustainable.'' 
le Sebree smelter has about 500 e~plOYees. The Century Aluminum plant in Hawesville had about 700 employees last 
Igust. 
hen Century gave its contract termination notice, officials said they would need a lower power mte and/or higher 
Jmirnum price to keep the plant open. 
!bree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything 
2 a n  to make us good stewards of the power we use." 
le two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best produa for 
3 best price companywide, he said. 
,e bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and 
Icient techniques and increase the metal the plant produces, Barkley said. 
ie power option for both smelters is to buy electricity at wholesale market price. I n  that scenario, Kenergy and Big 
{ers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The 
iolesale and distribution co-operatives could receive fees for that. 
1 p%rs was disappointed in Rio Tinto's contract termination notice and a little surprised, said Ma@ Liarel, the utility's 
II 
ley are a longtime, valuable Customer, and we hate to end that 40-year business relationship," he said. "We've been 
Irking on a solution for both smelters* We're just sorry we weren't able to help them with the worldwide aluminum price 
,blern." 

:r's monthly bill by about $24 

e of communications and community relations. 
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Big Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than 
they were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go 
h ii 
Tht ,&y  will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the 
system, Littrel said. 
"We're trying to evaluate the impact - answering the physical, legal and financial questions," he said. "We have options 
and will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in 
time. We're also looking for other utilities to sell to." 
Big Rivers hopes to gain ground in those areas before August when Century's contract ends. 
It's not clear how much more rates could go up with both smelters gone from Big Rivers. Lime1 said Big Rivers had just 
eceived Sebree Works' termination notice, and he wanted to give the staff a chance to reevaluate the rate analysis 
iefore providing numbers that could change. 
%x~n's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending, 
3ig Rivers will have an estimated $104 milion revenue deficiency to make up through rate relief, Littrel said. 
The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of sewice 
nodels) that will be performed to firm up these estimates," he said. 
lig Rivers has about 635 employees. 
Vith fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
onsideration. 
As we start sharpening our pencil, our estimates could improve," Littrel said. 
oy Campbell, 691-7299, jcampbell@messenaer-inauirer.com 

rom; Rose, Kevin [Kevin.Rose@moodys.com] 
nday, February 03, 2013 1207 PM 

-tanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to 
infirm public nature of the information COncerning Alcan's notice of intent to terminate the contract. THANKS! 

win Rose 
lobal Inffastructure and Finance Group 
2.553.0389 tel 
6.256.2741 mobile 
2.298.6466 fax 
vin.roseO,moodvs.com 
oody's Investors Service 
World Trade Center 
0 Greenwich St. 
:w York, NY 10007 
vw.moodys.com 

-- ---- ---....---- - - . --I- - I - _I _- -~ ---- 
om: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
nt: Saturday, February 02, 2013 11:19 AM 
1: Rose, Kevin 
~bject: Follow-UP 

win, 
tice from Alcan is public information. Working on other items for you. 

!e %chert CPg, CWP 
Accounting, Rates and CFO 
Rivers Electric Corporation 
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201 Third Street 
-len+rson, KV 42420 

:orPorate: (270) 827-2561 
Iffice Direct: (270) 844-6190 
dobile: (270) 577-6221 

- - ^ - _ _ p _ _ y y _ _ _ - ~  -..-..Ip 

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

-11- 

i e  information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
)nfidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
itijies other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 

he information contained in this e-mail message, and any attachment thereto, is 
mfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee Or agent responsible for delivering this message to the 
itended recipient, you axe hereby notified that you have received this message in error 
id that any review, dissemination, distribution o r  copying of this message, or any 
rtachment thereto, in whole or in part, is strictly prohibited. If you have received 
lis message in error, please immediately notify us by telephone, fax or e-mail and 
Slete the message and all of its attachments. Thank you. Every effort is made to keep 
lr network free from viruses. You should, however, review this e-mail message, as well 
j attachment thereto, for viruses. We take no responsibility and have no liability 
)I 

the material from yourlany storage medium. 
____________--------__________L_________ 

,y computer virus which may be transferred via this e-mail message. 

___________c________-------------------- 

Le information contained in this e-mail message, and any attachment thereto, is 
bnfidential and may not be disclosed without our express permission. If you are not the 
itended recipient or an employee or agent responsible for delivering this message to the 
itended recipient, you are hereby notified that you have received this message in error 
.d that any review, dissemination, distribution or copying of this message, or any 
tachment thereto, in whole or in Part, is strictly prohibited. If you have received 
is message in error, please immediately notify 11s by telephone, fax or e-mail and 
lete the message and all of its attachments. Thank you. Every effort is made to keep 
r network free from viruses. You should, however, review this e-mail message, as well 
any attachment thereto, for viruses. We take no responsibility and have no liability 
r any computer virus which may be transferred via this e-mail message. 

__________________-_------------------- 
e information contained in this e-mail message, and any attachment thereto, is 
nfidential and may not be disclased without our express permission. If you are not the 
tended recipient or an employee Or agent responsible for delivering this message to the 
tended recipient, you are hereby notified that you have received this message in error 
Cl that any review, dissemination, distribution or copying of this message, or any 
tachment thereto, in whole ox in part, is strictly prohibited. If you have received 
is message in error, please immediately notify us by telephone, fax or e-mail and 
lete the message and all Of its attachments. Thank you. Every effort is made to keep 
r network free from viruses. YOU should, however, review this e-mail message, as well 
2-77 attachment thereto, for viruses. We take no responsibility and have no liability 

1 computer virus which may be transferred via this e-mail message. 

__________________--------------------- 
3 information contained in this e-mail message, and any attachment thereto, is 
lfidential and may not be disclosed without our express permission. If you are not the 
;ended recipient or an employee or agent responsible fox delivering this messa e t6aT@. 2013-00126 
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intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
at llment thereto, in whole or in part, is strictly prohibited. If you have received 
th aessage in error, please iIm?diately notify 11s by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

6 

Case No. 2013-00126 
Attachment for Response to KIUC-1-6 

Page 212 of 308 



Billie Richert 
Sunday, February 03,2013 412 PM 
Kevin.Rose@rnoodys.com 
RE: FOIIOW-UP 

Kevin, 
F h t  works. For 2012, Alcan revenues were $1 55.2111 and Century revenues were $205.Onrm of totd elecbic 
:rmergy revenues of $563.4m. 
Billie 

;en1 via the Samsung Cmlaxy STWI, an AT&T 4G LTE smartphone 

! I have time zone differences correct, then I can Call you tomorrow morning a t  11:30 my time (10:30 your time). I 
lould also appreciate Some info relating to the percentage of 2012 revenue contributed by Century and Alcan, 
zspectively, similar to what you provided in an e-mail back on Atgust 12, 2012 for 2011 data. 

HANKS! 

e+ "ose 
la Ifiastmcture and Finance Group 
12.533.0389 tel 
16.256.2741 mobile tilm 
i2.298.6466 fax 
:vh.rose@moodvs.com 

oody's Investors Service 
World Trade Center 
0 Greenwich St. 
:w York, W 10007 

YW .rnoodys.com 

_____- _l___l-------.---"-- ~ ------ - -- ---- -- ---_ -.- -- -__ _ _  _____ 
om: Billie Richert [mailto:Billie.Richert@biglrivers.com] 
at:: Sunday, February 03,2013 3344 PM 
1: Rose, Kevin 
I : RE: FoIIOW-UP 

Win, 
1 available after 16):30 to 1:OO CST md after 4:30. 

t via h e  S'msung Galaxy SmlIII, an AT&T 4G LTE smartphone 
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Billie: Is there a convenient time that I can call you on Monday morning, preferably around 9:OO A.M. EST? Otherwise, 
please let me know when I can call and I can try to  be flexible. THANKS! 

Kevin Rose 
Global Infrastructure and Fuiance Group 
212.553.0389 tel 
546.256.2741 mobile 
212.298.6466 fax 
cevin.rose@,moodys.com 

kXoody's hivestors Service 
7 World Trade Center 
!50 Greenwich St. 
gew York, NY I0007 

vww.maodys.com 

Billie Richett [~ailto:Billie.Richert~bigr~vers.co~~ 
Qnt: Sunday, February 03,2013 209 PPI 
b:: Rose, Kevin 
kn : RE: FoIIow-UP 

ev' 
06 issuffice? 

hanks, 
islie 

P 
B 

9 JBoy ~~~~~~~~ Messe ~~~~~~~1 ~~~~W~~ 21 2013 12: 
!bree Work Aluminum Smelter/Rio Binto Alcan has given notice to Big Rivers Electric Corp. that it will end its power 
Intract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
ie latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utili@ while 
ey sort out their next moves. 
IU must be logged in with the groper services to print this article. 
id Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent: 
its annual revenue. 
/eke got a lot of work to do in this 312 months to find a solution to lower our price for power," said Kenny Barkley, 
nior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open. 
3 i w - q  today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power 
:c 
3 R w r s  officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
justment filing. 
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The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission 
Jan. 65 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential 
cu' ?ergs monthly bill by about $24. 
IT, jher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative 
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative. 
m e  two aluminurn smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70 
percent of the utility's revenue. 
3arkley said the Jan. 65 adjustment would mean a 66 percent increase for the Sebree aluminum plant. 
That, on top of what we're already paying, would be too dificuk to sustain," he said. 

iegotiated with Big Rivers effective in 2009. 
That (Jan. 15 proposed) increase will take us Up to around $60," Barkley said. The price of power for a smelter needs to 
)e in the $30~ or low $40~. Around $40 is not a great rate, but it would help us to be sustainable.'' 
-he Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last 
\ugust. 
vhen Century gave its contract termination notice, officials said they would need a lower power rate and/or higher 
lluminum price to keep the plant open. 
;ebree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything 
le can to make us good stewards of the power we use." 
he two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for 
l e  best price companywide, he said. 
he bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and 
ficient techniques and increase the metal the plant produces, Barkley said. 
'ne power option for both smelters is to buy electricit)! at wholesale market price. In  that scenario, Kenergy and Big 
ivers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The 
'holesale and distribution co-operatives could receive fees for that. 
ig Rivers was disappointed in RiO TintO'S contract termination notice and a little surprised, said Ma@ LiRreS, the utility's 
lanaaer of communications and community relations. 
-!- 
~ r k , , ~ ~  on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminlam price 
oblem." 
9 Rivers officials have said that aluminum trading prices were lower in 200'4 when the new contract was signed than 
ey were during last summer's nwotiations, and all parties were aware in 2009 that utility rates were projected to go 
gher. 
te utility will be working on a second rate filing to have in place before Jan. 31, 2014 whew Sebree Works exib the 
stem, Littrel said. 
je're trying to evaluate the impact - answering the physical, legal and financial questions," he said. "We have options 
d will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in 
ne. We're also looking for other utilities to sell to." 
3 Rivers hopes to gain ground in those areas before August when Century's contract ends. 
j not clear how much more rates could go Up with both smelters gone from Big Rivers. Littrel said Big Rivers had just 
:eived Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis 
fore providing numbers that could change. 
;an's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending, 
1 Rivers will have an estimated $104 million revenue deficiency to make up through rate relieft LiRrel said. 
?e difference would be due to our cost cutting efforfis. I n  the meantime, there are several studies (cost of service 
)dels) that will be performed to firm up these estimates,'' he said. 
I Rivers has about 635 employees. 
th fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
isideration. 
; we start sharpening our pencil, our estimates could improve," Littrel said. 

works and Century are now paying about $50 per megawaE hour under 95-year contracts the smelters 

ve a longtime, valuable customer, and we hate to end that 40-year business relationship,'' he said. "We've been 
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i i  Billie: 

rh 
:on,,. ,n public nature of the information concerning Alcan’s notice of intent to terminate the cantract. THANKS! 

for the update. In addition to the letter you provided on Friday, can yoti steer me to the public disclosure to 

Levin Rose 
ilobal hifkaslructure and Finance Group 
12.553.0389 tel 
46.256.2741 mobile 

evin.rose@rnoodvs.com 
Iloody’s Investors Service 
World Trade Center 
50 Greenwich St. 
‘ew Yo& NY 10007 
uw~.moodys.com 

12.298.6466 f a  

Billie Richert Emaistoo:Billie.Riche~c@bigrivers.corue3 
Saturday, February 02, 2013 11:19 AM 
, Kevin 
Follow-up 

win, 
&ice from Alcan is public information. Working on other items for you. 

llie 

& CP% CEPP 
Accounting, Rates and CFO 

$ Rivers Electric Corporation 
1 Third Street 
!nderson, ICY 42420 

rporate: (270) 827-2561 
Rce Direct: (270) 844-6190 
M e :  (270) 577-6221 

information contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
fidential andlor private nature. Any review, retransmission, dissemination or other use  of, or taking of any action in reliance upon, this infonation by persons or 
lies other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by enor, please contact the sender and 
lie the material from yourlany storage medium. 

information contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
idential andlor private nature. Any review, retransmission, dissemination or other use  of, or taking of any action in reliance upon, this infomation by persons or 
ies other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contaad the sender and 
te the material from youflany storage medium. 

2 information contained in this e-mail message, and any attachment thereto, is 
ifidential and may not be disclosed without our express permission. If you are not the 
:F 
: :d recipient, you are hereby notified that you have received this message in error 
i that any review, dissemination, distribution or copying of this message, or any 
lachment thereto, in whole Or in part, is strictly prohibited. If YOU have received 
.s message in error, please immediately notify 11s by telephone, fax or e-mail and 
.ete the message and all of its attachments. Thank you. Every effort i s  made to k e E  

________________----------------------- 

recipient or an employee Or agent responsible for delivering this message to the 
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)ur network free from viruses. YOU should, however, review this e-mail message, as well 
IS any attachment thereto, for viruses. We take no responsibility and have no liability 
:or -ny computer virus which may be transferred via this e-mail message. 

_______________-_----------------------- 
'he information contained in this e-mail message, and any attachment thereto, is 
monfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee or agent responsible for delivering this message to the 
ntended recipient, YOU are hereby notified that you have received this message in error 
nd that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole or in part, is strictly prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
elete the message and all of its attachments. Thank you. Every effort is made to keep 
ur network free from viruses. You should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
3r any computer virus which may be transferred via this e-mail message. 

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

Rose, Kevin <Kevin.Rose@moodys.com> 
Sunday, February 03,2013 4:OO PM 
Billie Richert 
RE: FoIIow-UP 

Billie: 

If I have lime zone differences correct, then 1 can call you tomorrow morning a t  11:30 my time (10:30 your time). I 
Jvould also appreciate some info relating to  the percentage of2012 revenue contributed by Century and Alcan, 
eespectively, similar to what you provided in an e-mail back on August 12,2012 for 2011 data. 

THANKS ! 

Cevin Rose 
ilobal Infrastructure and Finance Group 
12.SS3.0389 tel 
46.256.2741 mobile time? 
12.298.6466 fax 
evin.rose@,oodvs.com 

loody's Investors Service 
World Trade Center 
50 Greenwich St. 
ew Vwk, NY 10007 

ww.mood ys.com 

- ____.-llll_l_-.-------------------.- -~ _..._II___ " - ~ - - -  
: Billie Rickert [mailtcP:Billie.Bichert;@bigrivers.com] 

mt: Sunday, February 03,2013 3:44 PM 
B Kevin 
I] RE: Fo~IQW-UP 

it xtia the Samsung Galaxy SmW, an ATSsT 4G LTE srnarlpho~ie 

ose, Kevin" <Kevin.Rose@oodys.com~ wrote: 
lie: Is there a convenient time that I can C a l i  you on Monday morning, preferably around 9:00 A.M. EST? Otherwise, 
mase let me know when I can call and I can try to be flexible. THANKS! 

tir -3se 
t iastructure and Finance Group 
S53.0389 tel 
,256.2741 mobile 
.298.6466 fax 
in.rose@moody .corn Case  No. 2013-00125 
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Moody's Investors Service 
7 World Trade Center 
25' senwicli St. 
Nt ork, NY 10007 

www moodys.com 

ilto:Billie.Richert.@bigrivers.com] 
day, February 03, 2013 209 PN 

:evin, 
Ioes this suffice? 

hanks, 
liliie 

h e e  Work Aluminum Smelter/Rio Tinto Alan has given notice to Big Rivers Electric Corp. that it will end its power 
intract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
ae latest action leaves a t  least some Of more than 1,800 direct jobs in limbo a t  the two smelters and the utility while 
ey sort out their next moves. 
119 must be logged in with the proper services to print this article. 
1d Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent 
its annual revenue. 

Ve've got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley, 
nior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open. 
arlting today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power 
te." 
1 Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
'justment filing. 
le Henderson-based, utility CO-OpemtiVe filed a rate increase application with the Kentucky Public Service Commission 
n. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential 
storner's monthly bill by about $24. 
e higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative 
m-ibers, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative. 
e two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70 
rcent of the utility's revenue. 
rkbw said the Jan. 65 adjustment would mean a 16 percent increase for the Sebree aluminum plant. 
1 
bree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters 
jotiated with Big Rivers effective in 2009. 
iat (Jan. 15 proposed) increase will take us UP to around $60,'' Barkley said. "The price of power for a smelter needs to 
in the $30~ or low $40~. Around $40 is not a great rate, but it would help us to be sustainable." 

1 top of what we're already paying, would be too difficult to sustain,'' he said. 
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The Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employees last 
August. 
W' Century gave its contract termination notice, officials said they would need a lower power rate and/or higher 
ah rum pr ie  to keep the plant open. 
Sebree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything 
we can to make us good stewards of the power we use." 
The two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for 
the best price companywide, he said. 
m e  bake furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and 
i3fficient techniques and increase the metal the pliant produces, Barkley said. 
3ne power option for both smelters is to buy ekckicity at wholesale market price. In  that scenario, Kenergy and Big 
Wers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. The 
,wholesale and distribution co-operatives could receive fees for that. 
3ig Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said M a w  Littrel, the utility's 
nanager of communications and community relations. 
'They are a longtime, valuable customer, and we hate to end that 40-year business relationship," he said. "We've been 
vorking on a solution for both smelters We're just sorry we weren't able to help them with the worldwide aluminum price 
iroblem." 
iig Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than 
hey were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go 
iigher. 
he utility will be working on a Second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the 
ystem, Littrel said. 
w&re trying to evaluate the impact - answering the physical, legal and financial questions," he said. "We have options 
nd will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in 
me. We're also looking for other utilities to sell to." 
ig Rivers hopes to gain ground in those areas before August when Century's contract ends. 
:'s rat clear how much more rates could go uip with both smelters gone from Big Rivers. Littrel said Big Rivers had just 
:c 1 Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis 
efort: providing numbers that could change. 
Ian's and Century's gross electric energy revenues are about $360 million per year. With those power contra& ending, 
ig Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, LittreB said, 
The difference would be due to our cost cutting efforts. In  the meantime, there are several studies (cost of sewice 
lodels) that will be performed to firm up these estimates," he said. 
g Rivers has about 635 employees. 
'itk fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
msideration. 
is we start sharpening our pencil, our estimates could improve," LittreP said. 
y Campbell, 691-7299, jcamobell@messenaer-inauirer.com 

: Rose, Kevin [Kevin.Rose@moodys.com] 
%sa&: Sunday, February 03,2033 12:07 Plvs 
P: Billie Richert 
ob&@%: RE: FoIIow-u~ 

Billie: 

,anks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to 
nfirm public nature of the information Concerning Akan's notice of intent to terminate the contract. THANKS! 

:win Rose 
obal Infiastsucture and Finance Group 
2.' 3389 tel 
5.- L74l mobile 
2.298.6466 fax 
iin.rose@,moodys.com 
jody's Investors Service 
Varld Trade Center Case No. 2013-00126 
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250 Greenwich St. 
New York, NY 10007 
wvw.moodys.com 

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

B i h  ~ & w t  WTP 
JP Accounting, Rates and CFO 
Zig Rivers Electric Corporation 
!01 Third Street 
.lenderson, KY 42420 

:orporate: (270) 827-2561 
Iffice Direct: (270) 844-6190 
dobile: (270) 577-6221 

ie information contained in this transmission is intended only for the Person or entity to which it is directly addressed or  copied. It may contain material of 
mfi ‘’a1 andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infomaGon by persons or 
iti ier than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
:letL .a material from yourlany storage medium. 

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

le information contained in this e-mail message, and any attachment thereto, is 
mfidential and may not be disclosed without our express permission. If you are not the 
itended recipient or an employee or agent responsible for delivering this message to the 
itended recipient, you are hereby notified that you have received this message in error 
id that any review, dissemination, distribution or copying of this message, or any 
.tachment thereto, in whole or in part, is strictly prohibited. If you have received 
lis message in error, please immediately notify us by telephone, fax or e-mail and 
dete the message and all of its attachments. Thank you. Every effort is made to keep 
r network free from viruses. YOU should, however, review this e-mail message, as well 
any attachment thereto, for viruses. We take no responsibility and have no liability 

r any computer virus which may be transferred via this e-mail message. 

_____________-------------------------- 
e information contained in this e-mail message, and any attachment thereto, is 
nfidential and. may not be disclosed without our express permission. If you are not the 
tended recipient or an employee or agent responsible for delivering this message to the 
tended recipient, you are hereby notified that you have received this message in error 
d ‘it any review, dissemination, distribution or copying of this message, or any 
ti--,ment thereto, in whole or in part, is strictly prohibited. If you have received 
is message in error, please immediately notify us by telephone, fax or e-mail and 
lete the message and all of its attachments. Thank you. Every effort is made to keep 
r network free from viruses. You should, however, review this e-mail message, as W@ 
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2s any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

_ _ _  ________________-------------------- 
'he information contained in this e-mail message, and any attachment thereto, is 
mnfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee Or agent responsible for delivering this message to the 
ntended recipient, you are hereby notified that you have received this message in error 
md that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole or in Part, is strictly prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
ielete the message and all of its attachments. Thank you. Every effart is made to keep 
ur network free Srom viruses. YOU should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
or any computer virus which may be transferred via this e-mail message. 
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FU 
Sen.. 

Subject: 
ro: 

Billie Richert 
Sunday, February 03,2013 2:44 PM 
Kewin.Rose@rnoodys.com 
RE: FOIIOW-UP 

lent via the Samsung Gd‘wy STMIU, 2131 AT&T 4G LTE snlartphone 

Rose, Kevin” <~evh.lEPose@moodys.corn> wrote: 
dlie: Is there a convenient time that I can call you on Monday morning, preferably around 900 A.M. EST? Otherwise, 
lease let me know when I can call and I can try to be flexible. THANKS! 

evin Rose 
lobal Infiastructure and Finance Group 
12.553.0389 te1 
16.256.274 1 mobile 
12.298.6466 fax 
:vin.rose(i,rnoodvs.com 

oody’s Investors Service 
Wc-’-i Trade Center 
io nwich St. 
:w rork,NY 10007 

mi.moodys.com 

-~L____l.--.--_--__---.-----.----_-. --- .- -..-...-.lll..- .- - _____~__.___._I 

: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
ne:  Sunday, February 03, 2013 2:09 Plal 
1: Rose, Kevin 
~bjeck: RE: Follow-up 

vin, 
ies this sufice? 

anks, 
‘ie 
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Sebree Work A l u m ~ n u ~  Smelter/Rio Tinto A9can has given notice to Big Rivers Electric Corp. that it will end its power 
contract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
'oh. '-est action leaves at least some of more than 1,808 direct jobs in limbo at the two smelters and the utility while 
:ht* ~ r l :  out their next moves. 
fou must be logged in with the proper sewices to print this article. 
Snd Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent 
)f its annual revenue. 
'We've got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny BaMey, 
;enior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open. 
;tasting today, we're iooking at what our alternatives are. Overall, to be sustainable, we have to have a lower power 
ate." 
jig Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
Idjustment filing. 
he Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission 
an. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential 
ustomer's monthly bill by about $24. 
he higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative 
iernbers, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative. 
he two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70 
ercent of the utility's revenue. 
arkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant. 
[plat, on top of what we're already paying, would be too difficult to sustain," he said. 
h -ee  Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters 
agotiated with Big Rivers effective in 2009. 
'hat (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to 
2 in the $ 3 0 ~  or low $40~. Around $40 is not a great rate, but it would kelp us to be sustainable." 
le Sebree smellter has about 500 employees. The Century Aluminum plant in I-lawesville had about 700 employees last 
.lglJ=P. 
hi Wury gave its contract termination notice, officials said they would need a lower power rate and/or higher 
u rn~~~ l r r r s  price to keep the plant open. 
!bree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done everything 
a can to make us good stewards of the power we use." 
le two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product for 
e best price companywide, he said. 
le bake furnace is used to bake anodes that go in the potlines. The upgrade alllowed the plant to create safe and 
Scient techniques and increase the metal the plant produces, Barkley said. 
le power option for both smelters is to buy electricity at wholesale market price. In  that scenario, Kenergy and Big 
rers would have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval.  he 
lolesale and distribution co-operatives could receive fees for that, 
1 Rivers was disappointed in Rio Tinto's Contra3 termination notice and a little surprised, said Marty Littrel, the utility's 
tnager of communications and community relations. 
ley are a longtime, valuable customerf and we hate to end that 40-year business relationship," he said. " ~ e ' v e  been 
Irking on a solution for both smelters. We're just s o r ~  we weren't able to help them with the worldwide aluminum price 
)blem." 
I Fpivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than 
!y were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go 
her. 
2 utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the 
tem, Littrel said. 
$re trying to evaluate the impact - answering the physical, legal and financial questions," he said, "We have options 
1 will pursue them. As you know we're working hard with others to attract new industries, and we will be succe~sf~l in 
e. We're also looking for other utilities to sell to." 
Rivers hopes to gain ground in those areas before August when Century's contract ends. 
I 

e j ~ ~  Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis 
ore providing numbers that could change. 
3pt-t~ and century's gross electric energy revenues are about $360 million per year. With those power contra& ending, 
Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, LiRreD said. 

'ear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers hadl just 
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'The difference would be due to our cost cutting efforts. In the meantime, there are several studies (cost of service 
models) that will be performed to firm up these estimates," he said. 
Bip Wets has about 635 employees. 
w le! and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
conwderation. 
"As we start sharpening our pencil, our estimates could improve," Littreel said. 
Joy campbell, 691-7299, jcarnpbellC3messenser-inauirer.com 

- - - _____ 
se, Kevin [Kevin. Rose@moodys.com] 

nday, February 03,2013 12:07 P 

ii Billie: 

'hanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to 
:onfirm public nature of the information concerning Alcan's notice of intent to terminate the contract. THANKS! 

Levin Rose 
ilobal Infrastructure and Finance Group 
12.553.0389 tel 
46.256.274 1 mobile 
12.298.6466 fax 
eyin.rose@moodys.com 
foody's Investors Service 
World Trade Center 
50 Greenwich St. 
ew York, NY 10007 
w 7odys.com 
-__.__ -----_--_---1-----------~ " ___ __I ^- - I 

: Billie Richert [~ai~~o:5illie.Richerf@bigrive~s.com] 
Saturday, February 02,2013 11:89 AM 

Kevin 
FoIIow-UP 

win, 
Dtice from Alcan is public information. Working on other items for you. 

llie 

$e Rjchd,  CPS, CWP 
Accounting, Rates and CFO 

g Rivers Electric Corporation 
11 Third Street 
mderson, KY 42420 

rporate: (270) 827-2561 
fice Direct: (270) 844-6190 
obile: (290) 577-6221 

I ___s_ 

: ?tion contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
ifiL .I and/or private nature. Any review, retranSmiSSiOn, dissemination Or other use of, or taking of any action in reliance upon, this infomation by persons or 
ities other than the intended recipient is not allowed. If YOU receive this mssage and the infOm-tatiOn contained therein by error, please contad the sender and 
3te the material from your/any storage medium. 

3 
Case No. 2013-00126 

Attachment for Response to KIUC-1-6 
Page 226 of 308 

http://jcarnpbellC3messenser-inauirer.com
mailto:eyin.rose@moodys.com
http://7odys.com


---- 
The i+vmation contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
:on 
tntL 
lelete the material from your/any storage medium. 

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

PI and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
.ner than the intended recipient is not allowed. If you rewiwe this message and the information contained therein by error, please contact the sender and 

______________--_-_---------------------- 

________________------------------------ 
'he information contained in this e-mail message, and any attachment thereto, is 
onfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee or agent responsible for delivering this message to the 
ntended recipient, you are hereby notified that you have received this message in error 
nd that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole o r  in part, is strictly prohibited. If YOU have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
elete the message and all of its attachments. Thank you. Every effort is made to keep 
ur network free from viruses, YOU should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
Dr any computer virus which may be transferred via this e-mail message. 
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Fr 
§( 
TO: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Sunday, February 03,2013 157 PM 
Billie Richert 
RE: FOIIOW-UP 

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

Kevin Rose 
Global Infiastmcture and Finance Group 
2 12.553.03 89 tel 
546.256.2741 mobile 
212.298.6466 fax 
cevin.rose@,mOodvs.com 

vIoody's Investors Service 
World Trade Center 

150 Greenwich St. 
Jew Vork, NY 10007 

mwmoodys.com 

-- ---- - --- ---- __  - __ _ _  i _  -_ - - - _-_-_ _--- --------- - --- --- - -- - -  - ---̂ I - _._ .- __ 
ha. Billie Richert [mailto:Billie.RCchert@bigrivers.com] 

ant: Sunday, February 03,2013 209 PM 
(B: Rose, Kevin 
~b&& RE: FoIIOW-U~ 

:vin, 
)es this suffice? 

ianb, 
'lie 

~~~~~~~~~~~ I Pgbst@d: s 
m e  works Aluminum Srnelter/Rio Tinto Alan has given notice to Big Rivets Electric Corp. that it will end its power 
itract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
2 latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utility while 
y out their next moves. 
I nlWoh: be logged in with the proper sewices to print this article. 
P Kenergy customers can expect another rate hike as wholesale supplier Big Rivers adjusts to losing about 70 percent 
ts annual revenue. 
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'We've got a lot of work to do in this 12 months to Find a solution t~ Power our price for power," said Kenny BarMey, 
;eniv labor relations, communications and external relations leader for the Sebree smelter. "We want to stay open. 
;ta today, we're looking at what our alternatives are. Overall, to be sustainable, we have to have a lower power 
ate. 
5ig Rivers officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
tdjustment filing. 
h e  Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission 
an. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential 
ustomer's monthly bill by about $24. 
he  higher utility bills would come from requested Row-through rate increases from Big Rivers' three co-operative 
?embers, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperativee. 
he two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70 
ercent of the utility's revenue. 
arkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant. 
fiat, on top of what we're already paying, would be too difficult to sustain," he said. 
ebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters 
egotiated with Big Rivers effective in 2009. 
[-kat (Jan. 15 proposed) increase will take us up to around $60,'' Barkley said. "The price of power for a smelter needs to 
2 in the $30~ or low $40~. Around $40 is not a great rate, but it would help us to be sustainable." 
he Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesville had about 700 employws last 
ugust. 
'hen Century gave its contract termination notice, officials said they would need a lower power rate and/or higher 
uminum price to keep the plant open. 
:bree Works "has done a lot of cost-cutting over the years to be more efficient," Barkley said. "We've done evevhing 
e can to make us good stewards of the power we use.'' 
le two largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best produd for 
e best price companywide, he said. 
be 2 furnace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and 
fk, techniques and increase the metal the plant produces, Barkley said. 
i e  power option for both smelters is to buy electricity at  wholesale market price. I n  that scenario, Kenergy and Big 
vers would have to agree to alllow use of transmission lines, and the agreement would be subject to PSC approval.  he 
iolesale and distribution co-operatives could receive fees for that. 
2 Rivers was disappointed in Rio Tinto's Contract termination notice and a little surprised, said Marty Littrel, the utility's 
mager of communications and community relations. 
hey are a longtime, valuable customer! and we hate to end that 40-year business relationship," he said. "We've been 
rking on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price 
iblem." 
)i Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than 

were during last summer's negotiations, and all parties were aware in 2009 that utility rates were projected to go 
Iher. 
e utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exits the 
;tern, Littrel said. 
'e're trying to evaluate the impact - answering the physical, legal and financial questions," he said. "We have options 
3 will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in 
le. We're also looking for other utilities to sell to." 
I Rivers hopes to gain ground in those areas before August when Century's contract ends, 
; not clear how much more rates could go up with both smelters gone from Big Rivers. Littrel said Big Rivers had just 
eived Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis 
:Ore providing numbers that could change. 
an's and Century's gross electric energy revenues are about $360 million per year. With those power contracts ending, 
Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, Littrel said. 

ie difference would be due to our cost cutting efforts. I n  the meantime, there are several studies (cost of sewice 
c' 
h ,cs has about 635 employees. 
h fuel and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
isideration. 
we start sharpening our pencil, OUT estimates could improve," Littrel said. 
Qmpbell, 691-7299, jcamDbeII0rnessenaer-inquirer.com 

that will be performed to firm up these estimates," he said. 
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:: Rose, Kevin [Kevin.Rose@moodys.com] 
Sunday, February 03,2013 12:07 PM c 

Richert 
RE: FoIIow-uP 

Hi Billie: 

rhanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to 
:onfirm public nature ofthe information concerning Alcan's notice of intent to terminate the contract. THANKS! 

clevin Rose 
Slobal Infrastructure and Finance Group 
!12.553.0389 tel 
i46.256.2741 mobile 
x.29a.6466 f a  
;evin.rose@,oodvs.com 
Loody's Investors Service 
' World Trade Center 
SO Greenwich St. 
lew York, NY 10007 
fww.moodys.com 

mailto:5illie.Riche~@bigrivers.com] 
ruary 02,2013 1k19 AM 

evil I, 
otice from Alcan is public information. Working on other items for you. 

;fie % c k 1  CPi% CXW 
P Accounting, Rates and CFO 
g Rivers Electric Corporation 
I1 Third Street 
mderson, KV 42420 

wporate: (270) 827-2561 
'fice Direct: (270) 844-6190 
obile: (270) 577-6221 

3 information contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
lfidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by penons or 

ete the material from your/any storage medium. 
other than the intended recipient is not allowed. If  YOU receive this message and the information contained therein by error, please contad the sender and 

--- 7 - 
i ition contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 

lies other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contad the sender and 
ete the material from yourlany storage medium. 

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

....................................... 
e information contained in this e-mail message, and any attachment thereto, is 
nfjdential and may not be disclosed without our express permission. Ii&yobarp n%tc%%p 2013-00126 
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.ntended recipient or an employee or agent responsible f o r  delivering this message to the 

.ntended recipient, you are hereby notified that you have received this message in error 
tnr at any review, dissemination, distribution or copying of this message, or any 
Ltt ment thereto, in whole or in part, is strictly prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
lelete the message and all of its attachments. Thank you. Every effort is made to keep 
lur network free from viruses. You should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
or any computer virus which may be transferred via this e-mail message. 

________________------------------------ 
he information contained in this e-mail message, and any attachment thereto, is 
onfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee O r  agent responsible for delivering this message to the 
ntended recipient, you are hereby notified that you have received this message in error 
nd that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole Or in part, is strictly prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
ilete the message and all of its attachments. Thank you. Every effort is made t:o keep 
ur network free from viruses. YOU should, however, rev-iew this e-mail message, as well 
3 any attachment thereto, for Viruses. We take no responsibility and have no liability 
x- any computer virus which may be transferred via this e-mail message. 
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Fn 
Fie, 
To: 
Subject: 

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

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

Uevin Rose 
3obal hfiastructure and Finance Group 
212.553.0389 tel 
546.256.2741 mobile 
t12.298.6466 fax 
;evin.rose@moodvs.com 

Jloody's Investors Service 
I World Trade Center 
50 Greenwich St. 
iew York, NY 10007 

mw.moodys.com 

. .- _-_- ------- ----- - - - - -- - --- - - - _ _  _ _  - - _. - ____ _ x  -_- ~ ~ I 

rc )ilk Richert Emailto:Billie.Riche~@bigplivep-s.com~ 
e day, February 03,2013 2:09 PPI 
D 

%in, 
ES this suffice? 

ianks, 
llie 

I 

bree Works Aluminum Smelter/Rio Tinto Alan has given notice to Big Rivers Electric Corp. that it will end ik power 
itract in 12 months following the path that Century Aluminum, Hawesville, took last August. 
1 latest action leaves at least some of more than 1,800 direct jobs in limbo at the two smelters and the utiliv while 
y sort out their next moves. 
J 
j ,,,,lergy customers can expeck another rate hike as wholesale supplier Big Rivers adjusts to losing about 78 percent 
ts annual revenue. 
$ve got a lot of work to do in this 12 months to find a solution to lower our price for power," said Kenny Barkley, 
iior labor relations, communications and external relations leader for the Sebree smelter. "We want to stay 0peegse No. 2013,-oo126 

t be logged in with the proper services to print this article. 
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Starting today, we're looking at what our alternatives are* Overall, to be sustainable, we have to have a lower power 
rate." 
Bi! ?rs officials said Friday they are now calculating the impact of this latest loss and anticipating a second rate 
adjt,,,ment filing. 
The Henderson-based, utility co-operative filed a rate increase application with the Kentucky Public Service Commission 
Ian. 15 to deal with the loss of Century, its largest customer. If granted, that rate hike would boost the typical residential 
:ustomer's monthly bill by about $24. 
n7e higher utility bills would come from requested flow-through rate increases from Big Rivers' three co-operative 
members, Kenergy, Meade County Rural Electric Cooperative and Jackson Purchase Energy Cooperative. 
rhe two aluminum smelters together buy about 65 percent of the power Big Rivers generates, and they provide about 70 
3ercent of the utility's revenue. 
3arkley said the Jan. 15 adjustment would mean a 16 percent increase for the Sebree aluminum plant. 
That, on top of what we're already paying, would be too difficult to sustain," he said. 
;ebree Works and Century are now paying about $50 per megawatt hour under 15-year contracts the smelters 
iegotiated with Big Rivers effective in 2009. 
That (Jan. 15 proposed) increase will take us up to around $60," Barkley said. "The price of power for a smelter needs to 
te in the $ 3 0 ~  or low $40~. Around $40 is not a great rate, but it would help us to be sustainable." 
R e  Sebree smelter has about 500 employees. The Century Aluminum plant in Hawesvillle had about 700 employees last 
iugusts 
When Century gave its Contract termination notice, officials said they would need a lower power rate and/or higher 
lumimurn price to keep the plant open. 
ebree works "has done a lot of cost-cutting over the years to be more efficient,'' Barkley said. "v\le've done everything 
re can to make us good stewards of the power we use." 
he t w ~  largest efficiency measures were a $37 million refurbishing of its bake furnace and getting the best product: for 
ie best price companywide, he said. 
he bake furmace is used to bake anodes that go in the potlines. The upgrade allowed the plant to create safe and 
fficient techniques and increase the metal the plant produces, Barkley said. 
ne -\wet- option for both smelters is to buy electricity at wholesale market price. I n  that scenario, Kenergy and Big 
ivk iould have to agree to allow use of transmission lines, and the agreement would be subject to PSC approval. 
holesale and distribution co-operatives could receive fees for that. 
ig Rivers was disappointed in Rio Tinto's contract termination notice and a little surprised, said Warty Liarel, the utility's 
ianager of communications and community relations. 
%ey are a longtirne, valuable customer, and we hate to end that 40-year business relationship," he said. "We've been 
orking on a solution for both smelters. We're just sorry we weren't able to help them with the worldwide aluminum price 
*oblem." 
CJ Rivers officials have said that aluminum trading prices were lower in 2009 when the new contract was signed than 
ey were during last summer's negotiations, and all parties were aware in 2009 that utility rates were project4 tQ go 
gher. 
le utility will be working on a second rate filing to have in place before Jan. 31, 2014 when Sebree Works exib the 
stem, LittreO said. 
@re trying to evaluate the impact - answering the physical, legal and financial questions," he said. "We have options 
~d will pursue them. As you know we're working hard with others to attract new industries, and we will be successful in 
ne. We're also looking for other utilities to sell to." 
2 Rivers hopes to gain ground in those areas before August when Century's contract ends. 
s not clear how much more rates could 90 UP with both smelters gone from Big Rivers. Littrel said Big Riwers had just 
:eiveed Sebree Works' termination notice, and he wanted to give the staff a chance to re-evaluate the rate analysis 
fore providing numbers that could change. 
mfs and Century's gross electric energy revenues are about $360 million per year. With those power contra& ending, 
3 Rivers will have an estimated $104 million revenue deficiency to make up through rate relief, hittreel said. 
he difference would be due to our cost cutting efforts. In  the meantime, there are several studies (cost of sewice 
&Is) that will be performed to firm up these estimates," he said. 
I Rivers has about 635 employees. 
tb -?I and labor force cited as the two largest cost areas, power plant shutdowns and layoffs will be under 
I. ation. 
j we start sharpening our pencil, our estimates could improve," Littrel said. 
I Campbell, 691-7299, jcampbellG3messenser-inrruirer.com 
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Rose, Kevin [Kevin.Rose@rnoodys.com] 
03,2013 12:07 PM 

Hi Billie: 

Thanks for the update. In addition to the letter you provided on Friday, can you steer me to the public disclosure to 
confirm public nature of the information Concerning Alcan's notice of intent to terminate the contract. THANKS! 

Kevin Rose 
Slobal Infrastructure and Finance Group 
2 12.SS3.0389 tel 
546.2562741 mobile 
212.298.6466 fax 
;evin.rose@rnoodvs.com - 

Vfoodj7's Investors Service 
7 World Trade Center 
!SO Greenwich St. 
4ew York, NY 10007 
vww.inoodys .corn 

-----1- ---"--.-____Î - ----- - 
I- 

:ram: Billie Richert [mail~o:o:Billie.Richert@bigrivers.com] 
ient: Saturday, February 02,2013 E1:19 AM 

I 

evil- 
10 :ram Alcan is public information. Working on other items for you. 

illie 

if ie @diet$ c P ~ ,  CFTP 
P Accounting, Rates and CF8 
ig Rivers Electric Corporation 
31 Third Street 
enderson, KV 42420 

irporate: (270) 827-2561 
Hice Direct: (270) 844-6190 
obile: (270) 577-6221 

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

information contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
lfidential and/or private nature. Any reVieW, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons 0,. 
itir 
2 nateeriat from your/any storage medium. 

e information contained in this e-mail message, and any attachment thereto, is 
nfidential and may not be disclosed without our express permission. If you are not the 
tended recipient or an employee Or agent responsible f o r  delivering this message to the 

3 

'her than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 

_ _  .................................... 
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intended recipient, you are hereby notified that you have received this message in error 
m d  that any review, dissemination, distribution or copying of this message, or any 
It.' bent thereto, in whole or in part, is strictly prohibited. If you have received 
:h- "nessage in error, please immediately notify us by telephone, fax or e-mail and 
lelete the message and all of its attachments. Thank you. Every effort is made to keep 
)ur network free from viruses. You should, however, review this e-mail message, as well 
is any attachment thereto, for viruses. We take no responsibility and have no liability 
'or any computer virus which may be transferred via this e-mail message. 

,_____l_______l_-_-----------------"------ 

'he information contained in this e-mail message, and any attachment thereto, is 
:onfidential and may not be disclosed without our express permission. If you are not the 
ntended recipient or an employee or agent responsible for delivering this message to the 
ntended recipient, you are hereby natified that you have received this message in error 
nd that any review, dissemination, distribution or copying of this message, or any 
ttachment thereto, in whole or in part, is strictly prohibited. If you have received 
his message in error, please immediately notify us by telephone, fax or e-mail and 
elete the message and all of its attachments. Thank you. Every effort is made to keep 
ur network free from viruses. You should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
or any computer virus which may be transferred via this e-mail message. 
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Rose, Kevin <Kevin.Rose@moodys.com 
Sunday, February 03,2013 1207 PM 
Billie Richert 
RE: FoIIow-UP 

ii Billie: 

-hanks for the update. In addition t Q  the letter you provided on Friday, can you steer me to the public disclosure to 
:onfirm public nature of the information Concerning Alcan's notice of intent to terminate the contract. THANKS! 

Levin Rose 
ilohal Inf?asttucture and Finance Group 
12.553.0389 tel 
46.256.2741 mobile 
12.298.6466 fax 
evin.rose@moodvs.com 

Ioody's Investors Service 
World Trade Center 
SO Greenwich St. 
ew York, NY 10007 

ww.moodvs.com 

_II_ -".-....-..----.-.----̂ ---.-̂  ~ -._..-___.I _ _ _  ", . I_ .~~ ._-_-_ ___" -_,__-_ 

Billie Richert [mailto:Billie.Richert@bigrivers.corn] 
Saturday, February 02,2013 11:19 AM 

E Rose, Kevin 
ab@& FoIIow-uP 

win, 
Itice from Alcan is public information. Working on other items for you. 

ti? R i C h d ,  cm, c97P 
I Accounting, Rates and CFO 
; Rivers Electric Corporation 
1 Third Street 
mderson, KV 42420 

rporate: (270) 827-2561 
Rce Direct: (270) 844-6190 
)bile: (270) 577-6221 

__p 

, information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied, It may contain material of 
fidential andlor private nature. Any review, retransmission, dissemination O r  other use of, or taking of any action in reliance upon, this information by persons or 
lies other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, Dlease contact the sender and 
:te the material from your/any storage medium. 
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-l(-_l-""__-____-.--.-".p- 
_I __I_c_-- 

rht iation contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
:onfib ..., ual andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
?ntities other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
lelete the material from your/any storage medium. 

'he information contained in this e-mail message, and any attachment thereto, is 
:onfidential and may not be disclosed without our express permission. If you axe not the 
.ntended recipient or an employee or agent responsible for delivering this message to the 
.ntended recipient, you are hereby notified that you have received this message in error 
tnd that any review, dissemination, distribution or copying of this message, or any 
ittachment thereto, in whole or in part, is strictly prohibited. If you have received 
his message in error, please immediately notify tis by telephone, fax or e-mail and 
lelete the message and all of its attachments. Thank you. Every effort is made to keep 
lur network free from viruses. YOU should, however, review this e-mail message, as well 
s any attachment thereto, for viruses. We take no responsibility and have no liability 
or any computer virus which may be transferred via this e-mail message. 

_________________.----" ------ -------------- 
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Fn Billie Richert 
Ser 
To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@rnoodys.corn) 

Saturday, February 02,2013 10:19 AM 

S u b j e c t  FoIIow-Up 

Kevin, 
Votice from Chlcan is public information. Working on other items for you. 

3 i l k  

9i/151a Rjchd @Pa 6371, 
IP  Accounting, Rates and CFO 
big Rivers Electric Corporation 
101 Third Street 
lenderson, KY 42420 

:orPorate: (270) 827-2561 
Iffice Direct: (270) 844-6190 
Yobile: (270) 577-6221 

L__ 

le information contained in this transmission is intended Only for the person or entity to which it is directly addressed or  copied, It may contain material of 
infidenfial andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
itities other than the intended recipient is not allowed. if  YOU m&t? this message and the information contained therein by error, please contact the sender and 
!lek the material from yourlany storage medium. 
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Fn Billie Richert 
Senr. 
TO: Rose, Kevin <Kevin.Rose@moodys.corn> (Kewin.Rose@moodys.com) 
Subject: Alcan Termination Notice 

Friday, February 01,2013 11 :48 AM 

Kevin, 
Attactled per your request. 

Billie 
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Fr Billie Richert 
Sek.. 
TO: 'Rose, Kevin' 
Subject: RE: Alcan Termination Notice 
Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01,2013 1242 PM 

Kevin, 
4ttached this time. Yes, the contract payment terms remain the same during the twelve month notice. 

3illie 

---I_ I--- 
I ~ .---I_- -- ----- ----- ---- I -____-__-______-____ ~ 

: Rose, Kevin [mailto:l<evin.Rose@moodys.com] 
Friday, February 01,20313 1230 PM 

Richert 
RE: Alcan Termination Notice 

t i  Billie: 

don't see the attachment. Could you please re-send. Aka, do the same payment terms apply to Alcan under the 
ermination notice during the one year notice period as you had previously described when Century sewed notice in 
.ugust last year? 

evin Rose 
IC' dtasbucture and Finance Group 
12. .0389 tel 
16.256.2741 mobile 
12.298.6466 fax 
:vin.rose@,moodvs.com 

oody's I~ivestors Service 
World Trade Center 
;O Greenwich St. 
:w York, NY 10007 

Nw.moodvs.com 

".-..-_._."-_- ----..--"-.--p-- _I.---- ---- 
QIRP: Billie Richeft [mailto:Billie.Richeft@bigriveers.com] 
!n%: Friday, February 01, 2013 %2:48 PM 
1: Rose, Kevin 
tbject:: Alan Termination Notice 

vin, 
tached per your request. 

li 

_y - ------*-"VL- ------.--I.----.-- 

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

~h ‘nformation contained in this e-mail message, and any attachment thereto, is 
cc dential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible far delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution o r  copying of this message, or  any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
3ur network free from viruses. You should, however, review this e-mail message, as well 
9s any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

_________________L----------------------- 
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igned, Timothy Ouerra, a resident of the Stat@ of iiliinoio, hereb 

3. 
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-rC 
3er 
To: 
lubject: 

Rose, Kevin <Kevin.Rose@moodys.coms 
Friday, February 01,201 3 12:30 PM 
Billie Richert 
RE: Alcan Termination Notice 

li Billie: 

don’t see the attachment. Could YOU please re-send. Also, do the same payment terms apply to Alcan under the 
ermination notice during the one year notice period as you had previously described when Century sewed notice in 
,ugust last year? 

evh Rose 
lobal Infkastntcture and Finance Group 
12.553.0389 tel 
16.256.274 1 mobile 
12.298.6466 fax 
:vin.rose@rnoodvs.com 

oody’s Investors Service 
World Trade Center 
;O Greenwich St. 
:w York, NY IO007 

m.moodvs.com 

- .._--.---_..-- -----.-1------ ----- --- - - -  - I _.- - -______ _-_ -,--_- ___ 
: Billie Richert [nnail~~:Billie.Riche~t@6i~ri\lers.com] 

rnt: Friday, February 01,2013 62:48 PM 
1: Rose, Kevin 
ibject: Alan Termination Notice 

win, 
:ached per your request. 

ie 

information contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
idential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infomation by persons or 
ies other than the intended recipient IS not albwed. If YOU receive this message and the information contained therein by error, please contact the sender and 
te the material from yourlany storage medium. _______________----_------------------- 
information contained in this e-mail message, and any attachment thereto, is 

lfidential and may not be disclosed without our express permission. If you are not the 
:ended recipient or an employee 01: agent responsible for delivering this message to the 
:ended recipient, you are hereby notified that you have received this message in error 
1 that any review, dissemination, distribution or copying of this message, or any 
:- yent thereto, in whole or in Part, is strictly prohibited. If you have received _. lssage in error, please immediately notify US by telephone, fax or e-mail and 
.ete the message and all of i t s  attachments. Thank you. Every effort is made to keep 
. network free from viruses. You should, however, review this e-mail message, as well 

1 
Case No. 2013-00125 

Attachment for Response to KIUC-1-5 
Page 244 of 308 

mailto:vin.rose@rnoodvs.com
http://m.moodvs.com


as  any attachment the re to ,  f o r  v i r u s e s .  W e  t ake  no r e s p o n s i b i l i t y  and have no l i a b i l i t y  
fox any computer v i r u s  which may be t r a n s f e r r e d  v i a  t h i s  e-mail message. 
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Frop ' 
Sei 

:C: 
"abjeck 

ro: 

Bodek, David <david-bodek@standardandpoors.com> 
Monday, April 29,2013 9:25 AM 
Billie Richert 
Murphy, Peter; Panger, Jeffrey 
Big Rivers Updates 

'hanks for sending the updates and we hope that the agreements with Century bode well for Big Rivers. 

Vhat will Big Rivers financials look like after Century becomes the owner of both smelters and i ts purchases market 
ower in lieu of Big Rivers power for i ts facilities? By how much will rates go up for the non-smelter customers as they 
bsorb generation plant fixed costs that were previously borne by the smelters? What is the likelihood that the 
xnmission will approve the needed rate increases? 

ncerely, 

avid 

avid Bodek 
?nior Director 
andard & Poor's Ratings Services 
i Water Street 
3w Vork, MY 10041 
I 2' '38 7969 
2 382154 
vid bodek@standardandDoors.com 

gister for Sfandard 8 Poor's Tuesdaiy, May 7th Electric Cooperative and Public Power Hot Topics Conference: 
p : / l r ~ l i n g s - ~ v e n b . s ~ n d a r d a n c B p o o r s . c o m ~ c o n t ~ ~ ~ U ~ ~ ~ 4 h g F _ E v e n ~ ~ ~ u b ~ ~ ~ ~ C 5 7 ~  3 

- -._11__-- --.-.-----.- -- - I- ----- 1---- ~ _ . .  
m: Billie Wichert [r~lailto:Billie.Richert@bigrivers~com] 
it: Monday, April 29, 2013 10:19 AM 
Bodek, David 

8,jeck W: FYI - Update 

ase see following press release. 

is release 

i! 2,013, 920  a.m. EDT 
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X) -- century 
quoees/zignnan/59708/~uoees/~ls/cenuc. CENX +6.(P8% amcsmced today that its who11 
ias entered into a definitive agreement acquire substantially all of the assets o f  the Sebree 

elter from a subsidiary of Q T h t ~  Alcan, Bnc. Seb 

! ~ ~ , ~ ~ ~  metric tons o f ~ r i m ~  alumin 

cated in Henderson 
cky, employs mR3r 500 n.It3n and women apI prQdUctbn @apWi%y of 

we me well acquainted with the S e b ~ e  smelter md its excellent management tern and 
less, President 

c o m o n  ownership, we will derive real benefits in better sewing 
roving both o ~ e ~ a t i o ~ s  with the s ~ ~ ~ g  of best practices in safety, 

. "We believe that, 

cedures. My colleagues and 1 are anxious to welcome 
group of compan-llies." 

sville, is globally competitive in every area other than the cost of 
erations at these plants, an 

d support, is critical for the entire 
~ ~ ~ ~ ~ ~ % y ,  Gaining access to competitive energy is a. crucial for the 
ese plants, a d  we hope that the tentative agreement we have reach 
e first step towards obtaining market priced power." 

xlrsumt to the terns of the agreement, Century will acquire the smelter for $6 1 lnillion in cash 
fter $4 million b pwchase price ductions) and will receive $71 million in working capibl, 
bject to customa~ a  pa^ of the trmsaction, TA will retain all historical 

bree smelter and has agree 
h g  asswed by Centeasy's subsidiav at closing. 

le transaction is subject to certain closing conditions, ins1 ing the consent ofKenera C,rp. 
the assignment ofthe smelter's existing power contract, which. will terminate on ~am.mv 3 1 .) 
14. 

utionary Statement 
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0 Rjch& em, C3TP 
Accounting, Rates and CFO 
Riwers Electric Corporation 
. Third Street 
iderson, KY 42420 

porate: (270) 827-2561 
ce Direct: (270) 844-6190 
bile: (270) 577-6221 

infovation contained in this transmission is intended only for the Person or entity to which it is directly addressed or copied. It may contain material of 
C' 
e, 
e the material from yourlany storage medium. 

and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons 01 
;r than the intended recipient is not a b w e d .  If YOU w-??iVe this message and the information Contained therein by error, please contact the sender and 
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- 
mation contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 

COL ha1 and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended reapient is not allowed. If you receiVe this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

rhis email has been scanned by the Synnmtec Email Security.cloud service. 
Tor more Somation please visit h~~://www.svrna~ltecclo~d.com 

'#7536058 12v3 - USA - - Centmy Press Release.docx" deleted by Dennis ~ i ~ e ~ y / p ~ ~ ~ ~ - ~  

:onfidentiality Notice:  he  onn nation contained in this e-mail and any attac~xnent(s)is 6Qnfidential and for 
ie use ofthe ad&essee(s) ody. If you are not the htended recipient of this e-mail, do not duplicate or 
:distribute it by any means. Please delete this e-mail and any attachent(s) and notify us immediately. 
Inauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or my 
milas action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permiteed by applicable law, 
1 retain, moniltor armd intercept e-mail messages bath to and fiom its systems. 

his e-mail has been scanned by the Messagekabs Emaill Security System. For more information, please visit 
trJ : //www.messagelabs .codemail. 

P 

information contained in this message is intended Only for the recipient. and may be a confidential attorney-client communication or may otherwise be 
rileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent respoiisible for 
ivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is stn'ctiy prohibited. if YOU have 
eived this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or &formation sent to orfrom 

>raw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
resses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein. 
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F r o  Billie Richert 
Se Tuesday, April 30,2013 9:00 AM 
ro: 'Bodek, David' 
:C: 'Murphy, Peter'; 'Panger, Jeffrey' 
jubject: RE: Big Rivers Updates 
Machrnenb: EIA-AveUSResidential_ByUtilityAndState-2013-NoCentuy.pdf ElA-AveKYlndustrial_ByUtilityAndState-2013- 

NoCentury.pdf EIA-AveKYResidential~ByUtilityAndState-2013-NoCentuy.pdC EIA_AveUSlndustriai-ByUtilityAndStat~- 
201 3-NoCentu y.pdf 

)avid, 
meant to send the attached graphs which reflect Big Rivers' rates compared to other organizations after the Century 
ate case. We are still very competitive. Also, most of the rates for the other organizations are 2011 rates and we are 
omparing our proposed rate, which goes in effect August 20,2013, with these rates. 

illie 

I_ *._.__I_-__I---- --.-.-.--.---- -.--.-__ - - - - ~  _______ ~ 

il30,2013 8:50 AM 

hy, Peter; Panger, Jeffrey 
WE: Big Rivers Updates 

wid, 
ipe this finds you doing well. Staff is currently reviewing the accounting transactions for Century going to market for 
power and as soon as the accounting treatment is confirmed with our auditors I can share this information with 
u. ET now the Century's acquisition of Alcan's Sebree smelter has no accounting impact. If Century, Big Rivers and 
nt 
counting treatment will be the same. 

reach terms on an arrangement for the Sebree smelter similar to the Hawesville facility then it appears the 

the Century rate case, which was filed late last year, Big Rivers requested a $74.5 million dollar base rate increase 
xated: Rurals $40,700,000; Large Industrials $8,200,000; and Alcan $25,600,000. The Century rate case includes the 
nporay idling of our Wilson plant. We are awaiting word from MISO to confirm if Big Rivers will have a 'must-run' 
nt which in this case Big Rivers would be made whole for any net expenses (excluding allocated expenses such as 
weciation and interest expense) for having to run a plant to maintain reliability. 

he Alcan rate case, which we are planning to file with the PSC on June 28th, the $25,600,000 will be allocated to the 
.ais and the Large Industrials. We are in the Process of determining 'final' numbers for the Alcan rate case and will be 
senting these to the Big Rivers' board for approval on May ITth. 

Rivers believes the PSC is supportive of our position. 

e 

.--...------ --.._-___ ~- _-_"-I_--- __.---.-1-1___------ ----__ ._________---_-_l.-L1-__l 

: Bodek, David [mailt~::david-bodek@standardandpoors.c~m] 
it: Monday, April 29, 2013 925 AM 
Billie Richert 
Murphy, Peter; Panger, Jeffrey 
#e& Big Rivers Updates 

iks for sending the updates and we hope that the agreements with Century bode well for Big Rivers. 
Case No. 2013-00126 

Attachment for Response to KIUC-1-6 
Page 260 of 308 

1 



What will Big Rivers financials look like after Century becomes the owner of both smelters and its purchases market 
pov’ar in lieu of Big Rivers power for i ts facilities? By how much will rates go up for the non-smelter customers as they 
a1 
commission will approve the needed rate increases? 

generation plant fixed costs that were previously borne by the smelters? What is the likelihood that the 

Since re I y, 

David 

David Bodek 
Senior Director 
Standard & Poor’s Ratings Services 
55 Water Street 
dew York, NY 10041 
v) 212 438 7969 
f) 212 438 2154 
lavid bodek@standardandsoors.com 

ease see following press release. 

~ S S  release 

,131 29,2013, 9:20 a.m. EDT 

h 

Y y  CA, Apr 29,2813 emired via COM 1 -- Century A1 
>tes/zigtnarm/5 919 .08% announced today that its wholly 
; entered kt0 tive ~ ~ ~ e e ~ e ~ t  to acquire substantially all of the assets ofthe $ebr5zse No. 2013-oo126 
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aluminum smelter from a subsidiary of Rio Tinto A can, Inc. Sebree, located in Henderson 
County, Kentucky, employs over 500 men and women and has an annual production capacity of 

''5,000 metric tons of primary aluminum. 

l'We are well acquainted with the Sebree smelter and its excellent management team and 
talented group of employees," commented Michael less, President and CEO. "We believe that, 
with these facilities under cornon ownership, we will derive real benefits in better serving 
customers and though improving both operations with the sharing afbest practices in safety, 
technical and operational practices and procedures. My colleagues and I are anxious to welcome 
Sebree's men and women into the Century group of companies." 

"We believe Sebree, like Hawesville, is globally competitive in every area other than the cost of 
power," continued Mr. Bless. "Maintahhg operations at these plants, and the thousands of 
direct and indirect jobs they provide and support, is critical for the entire western Kentucky 
cormrmunity. Gaining access to competitive energy is a crucial for the continued viability of 
these plants, and we hope that the tentative agreement we have reached for E-Pawesville will be 
the first step towards obtaining market priced power." 

Pursuant to the terms ofthe agreement, Century will acquire the smelter for $61 million in cash 
(after $4 million in purchase price deductions) and will receive $71 million in working capital, 
subject to customary adjustments. As part ofthe transaction, RTA will retain all historical 
ewiromental liabilities of the Sebree smelter and has agreed to fully fund the pension plan 

lg assumed by Century's subsidiary at closing. 

The transaction is subject to certain closing conditions, including the consent of Kenergy COT. 
to the assignment ofthe smelter's existing power contract, which will terminate on January 3 1, 
2014. 

Century Aluminum Company owns primary aluminum capacity in the United States and 
Iceland. Century's corporate offices are located in Monterey, Calif. More information c m  be 
found at www . century aluminum. corn . 
Cautionary Statement 

This press release contains "fomard-lookhg statements" within the meaning of the Private 
Securities Litigation Reform Act of 1 995. Forward-looking statements are statements about 
future, not past, events and involve certain important risks and uncertainties, any of which could 
Cause our actual results to differ materially from those expressed in QUT forward-looking 
statements. Such risks and uncertainties may include, without limitation, further declines in 
duminum prices or increases in our operating costs; worsening of global financial and 
economic conditions; our ability to successfilly obtain long-term competitive power 
a 
consents md satisfy the necessary conditions to complete the acquisition of the Sebree plant. 
Foward-looking statements in this press release include statements regarding our ability to Case No. 2013-00125 

.gements for the Hawesville and Sebree plants; and ow ability to obtain the necessary 
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complete the acquisition of the Sebree plant, derive benefits &om the c o m o n  ownership of the 
Sebree and Hawesville plants and obtain competitive power contracts for the avvesville and 
”+wee plants. More information about these risks, uncertainties and assumptions can be found 

~ the risk factors and forward-looking statements cautionary language contained in our Annual 
Report on Form 10-K and in other filings made with the Securities and Exchange Commission. 
We do not undertake, and specifically disclaim, any obligation to revise any forward-looking 
statements to reflect the occurrence of hture events or circumstances. 

Certified Advisors for the First North market of the 81cIxI Nordic Exchange Iceland hf. for 
Global Depositary Receipts in Iceland: 

Atli B. Gudrnundsson, Senior Manager -- Corporate Finance, kandsbanlcim hf. Steingrimur 
Helgason, Director -- Corporate Finance, Landsbankinn M. 

&$E $?jch& CQa C97P 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 

Third Street 
, lerson, KY 42420 

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

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

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

This email has been scanned by the Syrnantec Email Secdty.cloud service. 
IF: 

“#Z36Q58 12v3 - USA- - Century Press Release.docx” deleted by Dennis Pidherny/p€”YC@-I] 

lore information please visit http://www.syrnanteccloud.com 
[attachment 
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----- 
Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 

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

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

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

From: 
Sent: 

Subject: 

Billie Richert 
Tuesday, April 30,201 3 8:50 AM 
‘Bodek, David’ 
Murphy, Peter; Panger, Jeffrey 
RE: Big Rivers Updates 

David, 
Hope this finds you doing well. Staff is currently reviewing the accounting transactions for Century going to maritet for 
i t s  power and as soon as the accounting treatment is confirmed with our auditors 1 can share this information with 
you. For now the Century’s acquisition of Alcan’s Sebree smelter has no accounting impact. If Century, Big Rivers and 
Kenergy reach terms on an arrangement for the Sebree smelter similar to the Hawesville facility then it appears the 
accounting treatment will be the same. 

In the Century rate case, which was filed late last year, Big Rivers requested a $74.5 million dollar base rate increase 
allocated: Rurals $40,700,000; Large industrials $8,200,000; and Alcan $25,600,000. The Century rate case includes the 
temporary idling of our Wilson plant. We are awaiting word from MISO to confirm if Big Rivers will have a ‘must-run’ 
plant which in this case Big Rivers would be made whale for any net expenses (excluding allocated expenses such as 
depreciation and interest expense) for having to run a plant t o  maintain reliability. 

In the Alcan rate case, which we are planning to file with the PSC on June 28th, the $25,600,000 will be allocated to the 
Rurals and the Large industrials. We are in the process of determining ‘final’ numbers for the Alcan rate case and will be 
presenting these to the Big Rivers’ board for approval on May 17fh. 

Big Rivers believes the PSC is supportive of our position. 

P”” 

_I__ _. I______-------- - - -  -- --II_ _ _  __ __ -  __I^__ __ “ _ _ _ _ _  
From: Bodek, David [mailto:david-bodek@shndardandpoors.com] 
Sent: Monday, April 29, 2013 9 2 5  AM 
To: Billie Richert 
Cc: Murphy, Peter; Panger, Jeffrey 
Subjeck: Big Rivers Updates 

Billie, 

Thanl;s for sending the updates and we hope that the agreements with Century bode well for Big Rivers. 

What will Big Rivers financials look like after Century becomes the owner of both smelters and its purchases market 
power in lieu of Big Rivers power for its facilities? By how much will rates go up for the non-smelter customers as they 
absorb generation plant fixed costs that were previously borne by the smelters? What is the likelihood that the 
commission will approve the needed rate increases? 

Sincerely, 

David 

David Bodek 
SF. -Director 
SI 
55 Water Street 
New York, NY 10041 

Ird & Poor’s Ratings Services 
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(v) 212 438 7969 
(f) 212 438 2154 
david bodek@,standardandpoors.com 

,Mer for Standard 8r Poor's Tuesday, May 7th Electric Cooperative and Public Power Hot Topics Conference: 
8.ltl~://ratinclsev~n~.standardandpoors.com/contentIUS PF Event PubPwrMYC5713 

Fr~rap: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, April 29,2013 10:19 AM 
3%: Bodek, David 
Sesbjeck FW: FYI - Update 

Please see following press release. 

press release 

April 29, 201 3, 920  a.m. EDT 

MOWEWY, CA, Apr 29,2013 arlsetwired via COMTEX) -- Century Aluminum Company 
/quotes/zigman/59708/quotes/nls/cenx CENX +6.08% announced today that its wholly owned subsidiary 
has entered into a definitive agreement to acquire substantially all of the assets of the Sebree 
aluminum smelter from SE subsidiary of Rio Tinto Alcan, Hnc. Sebree, located in Henderson 
County, Kentucky, employs over 508 men and women and has an annual production capacity of 
205,000 metric tons of primary aluminum. 

"We are well acquainted with the Sebree smelter and its excellent management t e a  and 
talented group of employees," commented Michael Bless, President and CEO. "We believe that? 
with these facilities under common ownership, we will derive real benefits in better serving 
customers and through improving both operations with the sharing of best practices in safety, 
technical and operational practices and procedures. My colleagues and I are anxious to welcome 
s~ ' -eels men and women into the Century group of companies." 

"We believe Sebree, like Hawesville, is globally competitive in every area other than the cost sf 
power," continued Mr. Bless. "Mahtaining operations at these plants, and the thousands d a s e  N ~ .  2013-00126 
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direct and indirect jobs they provide send support, is critical for the entire western Kentucky 
community. Gaining access to competitive energy is a crucial for the continued viability of 
these plants, and we hope that the tentative agreement we have reached for Hawesville will be 

first step towards obtaining market priced power. " 

Pursuant to the terns of the agreement, Century will acquire the smelter for $61 million in cash 
(after $4 million in purchase price deductions) and will receive $7 1 million in working capita1, 
subject to customary adjustments. As part of the transaction, RTA will retain all historical 
environmental liabilities of the Sebree smelter and has agreed to fully fund the pension plan 
being assumed by Century's subsidiary at closing. 

The transaction is subject to certain closing conditions, including the consent of Kenergy Carp. 
to the assignment of the smelter's existing power contract, which will terminate on January 3 1, 
2014. 

Century Aluminum Company owns primary ahninurn capacity in the United $tates send 
IceIand. Century's corporate offices are located in Monterey, Calif. More infomation can be 
found at ~ . cen tu rya lumhm.co ln .  

Cautionary Statement 

This press release contains " forward-looking statements" within the meaning of the Private 
wities Litigation Reform Act of 19%. Forward-lookring statements are statements about 

Irb*Lule, not past, events and involve certain important risks and uncertainties, my of which could 
cause our actual results to differ materially from those expressed in our forward-looking 
statements. Such risks md uncertainties may include, without limitation, hrther declines in 
aluminum prices or increases in our operating costs; worsening of global financial and 
economic conditions; QW ability to successfully obtain long-term competitive power 
arrangements for the Hawesville and Sebree plants; and our ability to obtain the necessary 
consents and satisfy the necessary conditions to complete the acquisition of the Sebree plant. 
Forward-looking statements in this press release include statements regarding oix ability to 
complete the acquisition of the Sebree plant, derive benefits from the common ownership of the 
Sebree send Hawesville plants and obtain competitive power contracts for the Hawesville and 
Sebree plants. More infomation about these risks, uncertainties and assumptions can be found 
in the risk factors and forward-looking statements cautionary language contained in our Annual 
Report on Form 1 Q-K and in other filings made with the Securities and Exchange Commission. 
We do not undertake, and specifically disclaim, any obligation to revise any forward-looking 
statements to reflect the occurrence of fbture events or circumstances. 

Certified Advisors for the First North market of the Oh/lx Nordic Exchange Iceland hf. for 
Global Depositary Receipts in Iceland: 

titrlf B. Gudmundsson, Senior Manager -- Corporate Finance, Landsbankinn hf. Steingrimur 
Helgason, Director -- Corporate Finance, Landsbankinn hf. 
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!&fie 9?jdert, CQg, 671, 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KV 42420 

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

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

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

_I- 

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

"#7536O58 12v3 - USA - " - Century Press Welease.docx" deleted by Dennis Pkherny/pf/NYC/r;-I] 
[attachment -- 

- ~ . - .  ---- 
Confidentiality Notice: The information contained in this e-mail and any attacbent(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediate8y. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s1, or my 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-rnail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more infomation, please visit 
http : //www.nies sapel abs . condeniail . 
--.. 
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The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient. or an employee or agent responsible for 
delivering this message to Ihe intended recipient, please be aware that any disseniination or copying ofthis communication is strictly prohibited If you have 
received this communication in error, please immediately notify us by replying to the message and deleling it from your computer The McGraw-Hill Companies, 
ti-- reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or infornialion sent to or from 

aw-Hill e-mail addresses without informing the sender or recipient of the message By sending electronic message or infoniialion to McGraw-Hill e-mail 
jsses you. as the sender. are consenting to McGraw-Hill processing any of your personal data therein. 
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From: Bodek, David edavid-bodek@standardandpoors.com> 
r .  Monday, April 15,2013 10:08 AM 

Billie Richert 

Billie, 

Are Big Rivers audited financial statements for 2012 available? 

Sincerely 

David 

David Bodek 
Senior Director 
Standard & Poor's Ratings Services 
55 Water Street 
New Vork, NY 1004.1 
(v) 21 2 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com 

Register for Standard & Poor's Tuesday, May 7th Electric Cooperative and Public Power Hot Topics Conference: 
httra://ra8inqs-even~.standardan~poors.co~/cont@~ffUS PF Event PubPwrMYC5713 

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

Subject: RE: 

Monday, April 15,201 3 10:29 AM 
'Bodek, David' 

David, 
I included these as an attachment per my email to you dated April 2, 2013. Our annual report (which includes the 
audited financial statements, as well) will not be available until the end of April, 

Billie 

Billie, 

Are Big Rivers audited financial statements for 2012 available? 

Sincerely 

David 

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

Register for Standard ti Poor's Tuesday, May 7th Electric Cooperative and Pubiic Power Hot Topics Conference: 
httr,://ratings-events.standardandpoor~.com/contenffllS PF Event PubPwrNYC5743 

- 
The information contained in this message is intended only for the recipient, and may be a corifidenlial attorney-client communication or may othewise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited If you /lave 
received this communication in error. please immediately nOHY US by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
Inc, reserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or *om 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill email 
addresses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein 
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From: 
't: 

"deject: 

Bodek, David edavid-bodek@standardandpoors.com> 
Monday, February 25,2013 352 PM 
Billie Richert 
Out of Office: 2012 Fourth Quarter Financial Report 

I will be out ofthe office until Thursday February 28. I will have limited access to e-mails while out. If your message requires 
immediate attention, please contact my assistant, Millie DeJesus at millie deiesus@sandp.com. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or infomiation sent to or from 
McGraw-Hill e-mail addresses witliout informing tile sender or recipient of the message By sending electronic message or infomiation to McGraw-Hill e-mail 
addresses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein 
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From: Bodek, David david-bodek@standardandpoors.com> 

. Jject: S&P Rating Report Attached 
Attachments: 

qf: Monday, February 04,2013 3:OO PM 
Billie Richert 

S&P Rating Report - Big Rivers Electric - Downgraded 201 30204.pdC 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 21 2 438 21 54 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
SgP's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.eloaua.com/es.as~?s=302554905&e=87706~eiq=dd8038 l.d9a924dd4a79d02fa?bb6&b4 

The information contained in this message is intended only lor the recipient, and may be a Confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that ally dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify US by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill eniail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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Primary Credit Analysa: 
David N Bodek, New York (1) 212-438-1000; david-bodek@standardandpoors.com 

Secondary Contace: 
JefFrey M Panger, New York (1) 2 12-438-1000; jeff-panger@standardandpoors.com 
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BB-/Negative Downgraded 

Standard Sr Poor's Ratings Services has lowered to 'BB-' from 'BBB-' its rating on Big Rivers Electric Corp., Ky., (BREC) 
and Ohio County, Ky.3 $83.3 million pollution control refunding revenue bonds, series 201014 (Big Rivers Bechic 
Corp. Project) issued for Big Rivers' benefit. The outlook is negative. 

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

In August 2012, BREC's leading customer issued a 12-month notice to terminate its contract. The notice covers 
Century Aluminum Co.'s Hawesville, Icy., smelter. During the 12 months, Century is required to pay a base energy 
charge that covers its share of Big Rivers' fixed and variable costs. If it does not operate the plant during the notice 
period, it must still pay its share of fixed costs. The utility has accepted the termination notice. Century accounted 
for 36% of BREC's 2012 operating revenues. 
After the utility filed a rate case with the Kentucky Public Service Commission (KPSC) Jan. 15,2013, and requested 
rate relief that would, among other things, reallocate costs borne by Century to its remaining customers, a second 
smelter, Rio Tinto Alcan Inc. (Alcan), issued a 12-month notice to terminate its power contract with BREC. Alcan's 
Jan, 3 1, is effective January 2014. The notice covers the company's Sebree smelter, which accounted for 28% of 
BREC's 2012 operating revenues. BREC's rate filing proposed raising Alcan's rates 16%. 
We believe that losing these two loads will deprive the utility of the substantial anchors that have supported much of 
its fied costs. Moreover, we view the extent to which the KPSC will approve reallocating costs to remaining 
customers as uncertain. 
We believe it might be too onerous for remaining customers to assume the fixed costs that the smelters have 
historically borne, particularly because many of the counties that BREC serves have income levels that are 20%-30% 
below the national median household effective buying income. 
If BREC looks to compedtive market sales to mitigate load losses, it is our view that sales in competitive wholesale 
markets could expose the utility to substantial price and volume uncertainty, which is inconsistent with sound credit 
quality. Moreover, BREC depends almost exclusively on coal units, which also could constrain market sales 
opportunities. Coal has accounted for close to 90% of its power sales and its coal units are not as economical as 
competing natural gas-fired resources that are benefiting from the fuel's low prices. 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

~9 Although the utility has about $60 million of unexpended bond proceeds available to retire its $58.5 million of 
pollution control bonds that are maturing in June, an eroding customer base might frustrate access to capital 
markets to replenish those funds. The utility reports the speculative grade rating will not lead to an acceleration of 
obligations outstanding. 

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

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

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that produces and procures electricity 
for sale to three distribution cooperative members and their 112,900 retail customers. One member, Kenergy Corp., 
serves the two smelters. In 2011, Kenergy's 9.4 million megawatt-hour (MWh) sales were 8x greater than the sum of 
the other two members' MWh sales. About 86% of Kenergy's 201 1 MWh sales were to industrial customers. Nearly 
three-quarters of its sales were to the two smelters. They accounted for more than 70% of Kenergy's operating 
revenues. BFEC's other member distribution cooperatives--Jackson Purchase Energy and Meade County Rural Electric 
Cooperative--principally serve residential customers. 

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

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

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

BREC sells electricity to the smelters under contracts at prices that are about 30% above the 3.3 cents it earned from 
sales of surplus energy in wholesale markets in 20 11. It sold 3 million MWh of surplus wholesale power into the 
market for $100.4 million in 201 1. 

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

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

The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in 2010. In 201 1, it was 
required to repay $7.3 million of principal, but also used $35.0 million of transition reserve money to accelerate 
principal reduction. The utility replenished the transition reserve in 2012 with proceeds of July's borrowing from 
CoBank and National Rural Utilities. Loan proceeds also facilitated debt restructuring that reduced 2012's $72.1 million 
scheduled maturity to $12.1 million, with the remaining $60 million to be amortized later. However, 2013's maturity 
remains at $79.3 million, and that will likely need to be restructured. The utility forecasts about $22 million of 2014 and 
2015 principal payments. 

Ohio County sold bonds for the benefit of BREC, which used bond proceeds to refund auction rate securities. We 
understand that the financing structure obligates the utility to unconditionally pay the county's bonds' debt service. Big 
Rivers issued a note to the county that provides it with a security interest in the utility's assets under its mortgage 
indenture. The county's bonds' security interest is on par with the utility's senior-secured debt. 

Debt service coverage of 1 .45~ in 2010 and 1 .65~ in 201 1 was strong for a cooperative utility, in our opinion. We 
believe strong excess coverage margins provide a cushion against the potential for revenue stream variability. 

The strength of 20 11's coverage ratio partially reflects the year's very low scheduled principal payment of $7.3 million. 
we calculated the ratio using scheduled debt service in the denominator, compared to the $46 million of principal the 
utility elected to repay. 

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

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

Related Criteria And Reseaeke 

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

Temporary telephone contact information: David Bodek (9 17-992-6466); Jeffrey Panger (646-369-4067). 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at 
www.gIobalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public Web 
site at www.standardandpoors.com. Use the Ratings search box located in the left column. 
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Copyright 0 2013 by Standard & Poor's Financial Services LLC. All rights reserved. 

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part 
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval 
system, without the prior written permission of Standard 8~ Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be 
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S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective 
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established 
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process. 

S&P may receive compensation for its ratings and certain analyses, normally from issuers or u n d e h t e r s  of securities or from obligors. S&P 
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites, 
www.standardandpoors.com (free of charge), and www.mtingsdirect.com and www.globaIcreditportal.com (subscription) and www.spcapitaliq.com 
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information 
about OUT ratings fees is available at www.standardandpoors.com/usratingsfees. 
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Subject: 

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

David, 
Are you available to speak? 

Billie 
_____I~_._____~_.I_--- - --....-. -...--- -̂... - - _____..._________,._.__I___ 

~rorn: Bod& David [rnailto:david~bodek@standardandpoors.com] 
Sent: Monday, February 04,2013 9:08 AM 
To: Billie Richert 
Subject: I need to schedule a call with you this morning, please let me know when you are available and I will call you. 
~ ~ p ~ ~ n ~ :  High 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
( p  -q2 438 2154 
- c , bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the  Americas - 2"d Floor Auditorium 
New York, New York 
For more infomation, click on the link below: 
http://now.eloqua. comles.as~?s=302554905&e=8770G&elc1=dd8038 1 d9a924dd4a79d02fa7bbGc4b4 

The information contained in this message is intended only for the recipient, and ;nay be a confidential attorney-client cornmuriication or may otherwise be 
privileged and canfidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient. Please be aware that any disseminalion or copying of this communication is strictly prohibited if YOU have 
received this communication in error. please immediately notify us by replying to the message and deleling it. from your computer The McGraw-Hill Conipanies. 
Inc. reserves the right. subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or t o m  
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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Fmw: Bodek, David <david-bodek@standardandpoors.corn> 

Subject: 
Attachments: 

Importance: High 

, Monday, February 04,2013 10:05 A M  
Billie Richert 
S&P Confidential Draft Rating Report Attached 
Sent to Big Rivers 20130104.doc 

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

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

Subject: 

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

I'm available now. 270-844-6190. 

____-_--..------- -- - - - --- I--- ______I___I____ - 
From: Bodelc, David [mailto:david-bodek@standardandpoors.com] 
Sent: Monday, February 04,2013 908 AM 
To: Billie Richert 
Subjecb I need to schedule a call with you this morning, please let me know when you are available and I will call you. 
Hmpsrhmce: High 

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

SAVE THE DATE!!! 
7 ay, May 7,2013 
S, 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~:Nnow.eloaua.comles.as~?s=302554905&e=87706~el~=dd8038 1 d9a924dd4a79d02fa7bbGc~lb4 

Electric Cooperative and Public Power Hot Topics Conference 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-clienl communication or may otherwise be 
privileged and confidential and protected from disclosure. If tlie reader of this message is not the intended recipient, or an etiiployee or agent responsible for 
delivering this message lo the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If YOU have 
received this communication in error. please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies. 
Ilic, reserves the right, subject to applicable local law, to monitor. review and prowss the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender 01 recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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From: , 

SuuJt?Ct: 

Importance: 

Bodek, David Cdavid-bodek@standardandpoors.com> 
Monday, February 04,2013 9:08 AM 
Billie Richert 
I need to schedule a call with you this morning, please let me know when you are available and I will call you. 

High 

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

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public, Power Hat Topics Conference 
1221 Avenue of the Americas .- 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.e1oaua.com/es.as~?s=302554905&e=87706&elu=dd80381 dga924dd4a79d02fa7bb6~4b4 

T 
pi 
delivering this message lo the intended recipient please be aware that any disseminalian or copying of this communication IS strictly prohibited If you have 
received this communication iii error, please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right. subject to applicable local law, io monitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without infonning the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein 

,rmation contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
,2d and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
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From: 
k 

Subject: 

Billie Richert 
Friday, February 01,2013 350 PM 
'Bodek, David' 
RE: Are you available for a call? 

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

-I--_._.____.---_ ~ --- . .__._l__l____ ._ 
From: Bodek, David [rnailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 2:12 PPI 
To: Billie Richert 
Subject: RE: Are you available for a all? 

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

David Bodek 
Director 
Standard €i Poor's Ratings Services 
55 Water Street 
Mew York, NY 10041 
(v) 212 438 7969 
(9 2112 438 2154 
david bodek@standardandpoors.com 

I THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floar Auditorium 
New York, New York 
For more information, click on the link below: 
htt~:Nnow.eloaua.com/es.as~?s=3025549058te=87706&elq=dd8038 1 d9a924dd4a79d02fa7bb6~4M 

From: Billie Richert [rnailto:Billie.Richert@bigrivers.corn] 
Sent: Friday, February 01, 2013 2:56 PM 
To: Bodek, David 
Subjeck RE: Are you available for a calf? 

David, 

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

Billie 

" - - - - -  -__._ "___ll____ _I_ I________II_ - - - _"_ ___ - - - _ _ - _  _ _  - 
Fr- Y Bodek, David [rnailto:david~bodek@standardandpoors,com] 
S Friday, February 01, 2013 11:43 AM 
To: Billie Richert 
Subjeck RE: Are you available for a call? 
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Could July's $537 million loan accelerate? Is there any other debt that could accelerate? 

David Bodek 
?ctor 
ndard & Poor's Ratings Services 

55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@?standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
Sap's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
~/1n0~.elo~ua.com/es.as~?s=302554905&e=87706&elu=dd80381 d9a924dd4a79d02fa7bb6~4b4 

- - ~  ~- -- ----.------ "I - - -  - __ __  ~ - 

From: Billie Richert [mailto:BilIie.Richert@bigrivers.com] 
Sent: Friday, February 01,2013 12:32 PM 
To: Bodek, David 
Saabjecf: RE: Are you available for a all? 

Dvid, 
F 
attached Alcan notice. It is public knowledge. 

under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see 

Billie 

___l_________l____l-^___.____-- ~ 1.1- ---I ___. 

From: Bodek, David [mailto:david~bodek@standardandpoors.corn] 
Sent: Friday, February 01,2013 10:25 AM 
T0: Billie Richert 
Subject: RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
rueday, May 7,2013 
3 'lectric Cooperative and Public Power Hot Topics Conference 
1 2 i  . .denue of the Americas - 2"d Floor Auditorium 
Jew York, New York 
'or more information, click on the link below: 
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-~ _.__.____ ~ __-_ 
Fram: Billie Richert [mailt.o:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 9:04 AM 
To: Bodek, David 
Swbjeck Are you available for a call? 

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

Thanks, 
Billie 

P 

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

--. 
The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, p h s e  be aware that any dissemination or Copying of this communication is strictly prohibited, If you have 
received this communication in error. please immediately notify US by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or from 
br  
, 

~w-Hill e-mail addresses without informing the sender Or recipient Of the message By sending electronic message or infonnation to McGraw-Hill e-mail 
ses you, as the sender are consenting to McGraw-Hill processing any of your personal data therein 
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From: , .  

Swject: 

Bodek, David Cdavid-bodek@standardandpoor.s.coms 
Friday, February 01,2013 2:12 PM 
Billie Richert 
RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas -. 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
I httr,://now.eloaua.com/es.as~?s=302554905&e=877O6&elq=dd8038l~9a924dd4a79d02fa7bb6c4b4 

From: Billie Richert [mailto:Billie.Richerlc@bigrivers.com] 
Sent: Friday, February 01, 2013 256 PM 
To: Bodek, David 
Swbjjee RE: Are you available for a call? 

David, 

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

Billie 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 11:43 AM 
To: Billie Richert 
Swbjeck RE: Are you available for a call? 

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

David Bodek 
Director 
St. 
55 . ,ter Street 
New York, NY 10041 
[v) 212 438 7969 

Ird & Poor's Ratings Services 
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( f )  212 438 2154 
david bodek@standardandpoors.com 

.C- -"E THE DATE!!! 

SaI-"s Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http://now.elocrua.com/es.as~?s=302554905&e=877~6&el~=dd80381 d9a924dd4a79dO2fa7bb6db4 

day, May 7,2013 

.-.----- ___-__ll____l ~ 
---- - . - ~ - - ~ - - . _ _ - _ "  

From: Billie Richert ~mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 1252 PM 
To: Bodek, David 
Subject: RE: Are you available for a call? 

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

Billie 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
S~5-t: Friday, February 01, 2013 10:25 AM 
1. illie Richert 
Suctjeclt: RE: Are you available for a call? 

Are there any draws outstanding under the liquidit: facilities? Are there triggers far th-ir accelera 

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

SAVE THE DATE!!! 
Tuesday, M a y  7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http://now.eloaua.com/es.aso?s=302554905&e=87706&elcr=dd80381 d9a924dd4a79d02fa7bb6Mb4 

ion? 

-___ ~ _____-__-__ - - - -  ----_- - - - - - ---- .---- _--_ " _  I___ - 

Fr~m: Billie Richert [mailt~:Billie.Richert@bigriver~.com] 
Sent:: Friday, February 01, 2013 904 AM Case No. 2013-00126 
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To: Bodek, David 
Swbject: Are you available for a call? 

id, 
2dl to speak with you. Do you have time for a call? , 

Thanks, 
Billie 

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

The information contained in this message is intended Only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is sti-ictly prohibited If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right. subject to applicable local law, lo monitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message Ey sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting lo McGraw-Mill processing any of your personal data therein 
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From: Billie Richerl - 't: Friday, February 01,201 3 1 :56 PM 
'Bodek, David' 
RE: Are you available for a call? ,dj?ject: 

David, 

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

Billie 

From: Bodek, David [mailto:david~bodek.,@standardandpoors~com] 
Sent: Friday, February 01, 2013 P1:43 AM 
To: Billie Richert 
Swbjiect: RE: Are you available for a call? 

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

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 21 2 438 7969 
(P 712 438 21 54 
! i bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2nd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http:Nnow.eloqua.com~es.as~?s=302554905~e=87706&ela=dd80381 dga924dd4a79d02fa7bb6~4b4 

---I__ 

_____I_____I__ -.I__.__-- -----I_. - - ___ -^ . 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Smf: Friday, February 01, 2013 1232 PM 
To: Bodek, David 
Swbjeck RE: Are you available for a call? 

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

Billie 

- _  - - --- - - -- _.___ _ _ _ _  __ ----_ I - - --_ __ - -- - .- - - - -  
_I 

From: Bodek, David [rnailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 10:25 AM 
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you available for a call? 

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

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

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&Ps Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
-- htt~now.elo~ua.comles.as~?s=302554905&e=87706&el~=dd80381 d9a924dd4a79dO2fa7bb6~4b4 

c----_--___ -_I__ _l___l-_-_--l-l----_l_ - - - -- _- -- -____ 
From: Billie Richert [mailto:Billie.Richert@bigrivers.corn] 
Sent: Friday, February 01, 2013 3:04 AM 
7 ‘odek, David 
SLdject: Are you available for a call? 

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

Thanks, 
Billie 

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

The information contained in this message is intended Only for the recipient. and may be a confidential attorney-client coinmtinication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient. or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this commuiiication is strictly prohibited. If you have 
received this communication in error, please immediately notify US by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable lacal law: to monitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender Or recipient Of the message By sending electronic message or infomiation to McGraw-t-till E-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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From: Billie Richert 
Friday, February 01,2013 156 PM 
'Bodek, David' 
RE: Are you available for a call? Suoject: 

David, 

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

Billie 

- - - ---- ---.I_ _I ____I_____ 
__"_ ______I __I____ _-. _ _  --I__..-__-- --.- --- I___ - - - 
From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 B1:43 AM 
To: Billie Richert 

bje& RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.elouua.com/es.as~?s=302554905&e=87706&el~=dd80381 d9a924ddria79d02fa7bb6Mb4 

_I_-.__I-- ^_1-_1_1__-11_------- - _-l__l___^_________.__ ___-_-ll______~ 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01, 2013 12:32 PM 
bo: Bodek, David 
Subjeck RE: Are you available for a call? 

3avid, 
lone under CoBank; approximately $5.4 million of committed letters of credit against CFC; no draws. Also, please see 
attached Alcan notice. It is public knowledge. 

%om: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 10:25 AM 
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To: Billie Richert 
e& RE: Are you available for a call? 

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

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, MY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodekdstandardandDoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
SbP's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditoriiirn 
New York, New York 
For more information, click on the link below: 
http://now.eloqua.comies.as~?s=302554905&e=87706~ela=dd803~1 dga924dd4a79dOZfa7bb6~4b4 

From:: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
SF--&: Friday, February 01, 2013 9:04 AM 
7 odek, David 
Siu~jeck Are you available for a call? 

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

Thanks, 
Billie 

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

Tile information contained in this message is intended Only for the recipient. and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader oflhis message is no1 the intcnded recipient. or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of [his communication is strictly prohibited. If you have 
received this communimtion in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
lnc. reserves the right, subject to applicable local law, to Inonitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender Or recipient Of the message. By sending electronic message or infonnation to McGrawHill e-mail 
addresses you. as the sender, are consenting to IvlcGraw-Hill processing any of your personal data therein. 
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illie 
From: 
t %. 

bdJect: 

Bodek, David <david-bodek@standardandpoors.coms 
Friday, February 01,2013 11:43 AM 
Billie Richert 
RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&Ps Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas .-. Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
~/now.elouua.com/es.as~?s=302554905~e=87706~elu=dd8038 1 dga924dd4a79d02fa7bb6~4b4 

..__I_.________,._ . _ _ _ ~ _ _ _  _____.____l_____l_. _II__.__._“ -_..._.I._.-.._..-_I-. -.- I.___.__ ..^._. ~. .^ 

From: Billie Richert [maiito:Billie.Richertt@bigrivers.com] 
Sent: Friday, February 01, 2013 P2:32 PM 
To: Bodek, David 
Swbjeck RE: Are you available for a call? 

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

Billie 

-_I-.. -“._I____ -I.__ I---- - Î ___._-l.--__ll_._l______I 

F~QIII: Bodek, David [mailto:david~bodek@standardandpoors,com] 
Sent: Friday, February 01, 2013 10:25 AM 
To: Billie Richert 
Subject: RE: Are you available for a call? 

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

David Bodek 
Director 
Stl 
55 .Ler Street 
New York, NY 10041 
(v) 212 438 7969 

3rd & Poor’s Ratings Services 
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(9 212 438 2154 
dawid bodek@standardandpoors.com 

'E THE DATE!!! 
. &day, May 7,2013 
StkP's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information. click on the link below: 
htt~:t/now.elouua.comtes.as~?s=302554905&e=87706&elu=dd80381 d9a924dd4a79dOZfa7bb6~4b4 

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

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

Than Ics, 
Billie 

Tb '-formation contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
c 
el 
delete the material fiom your/any storage medium. 

ntial and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
6 other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 

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

b-dject: 

Billie Richert 
Friday, February 01,2013 11:43 AM 
'Bodek, David' 
RE: Are you available for a call? 

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

---I____ ~ __-I___-__ - - - - __ - __ - _I_--- _---I - - - -- - - - -_ - __ __I - - - 
From: Bodek, David [mailtcs:david~bodek@standardandpoors.com] 
Sen%: Friday, February 01,2013 10:25 AM 
To: Billie Richert 
Subjecf;: RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
T ay, May 7,2013 
S, 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, Mew York 
For more information, click on the link below: 
- htt~://now.eloqua.com/es.as~?s=302554905&e=87706&ela=dd80381 d9a924dd4a79d02fa7bb6~4b4 

Electric Cooperative and Public Power Hot Topics Conference 

--" --_- _- -I_- "......------"-" - _- --_II_ - --- - ~ - _^__. ___.-_-__-I_ ~- 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, February 01,2013 904 AM 
To: Bodlek, David 
Subject: Are you available for a call? 

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

Thanks, 
Sillie 

_. --.- _I_.--- 

%e information contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
;or 
!nL 
lelele me material from yourlany storage medium. 

'ial andlor private nature. Any review. retransmission. dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
h e r  than the intended recipient is not allowed. If  YOU receive this message and the information contained therein by error, please contact the sender and 

t;ase IYO. 2013-00125 
1 Attachment for Response to KIUC-1-5 

Page 290 of 308 

mailto:bodek@standardandpoors.com
mailto:Billie.Richert@bigrivers.com


The information contained in this message is intended only for the recipient, and may be a confidential altomey-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of' this cainmunication is strictly prohihiled. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer. The McGraw-Hill Companies, 
Inc reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from 

-aw-Hill e-mail addresses without informing the sender or recipient of the message. B y  sending electronic message or information to McGraw-Hill e-mail 
sses you. as the sender. are consenting to McGraw-Hill processing any of your personal data therein. 
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F- -a: Billie Richert 

8 __ ~ 'Bodek, David' 
Subject: 
Attachments: Alcan Termination Notice0001 .pdf 

Friday, February 01, 2013 11:32 AM 

RE: Are you available for a call? 

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

Billie 

----- I___ _--I__ -- - II--- -- ._ - __ - - __ 
From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 10:25 AM 
To: Billie Richert 
Subjeck RE: Are you available for a call? 

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

David Bodek 
Director 
Standard 80 Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
( 124387'969 
(,, ,2 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htip://now.eloaua.com/es.as~?s=302554905&e=87706~el~=dd80381 d9a924dd4a79d02fa7bb6~4b4 

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

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

-- -- -"-.--""---_1*--.-.". --____-__ 
The information contained in this transmission iS intended Only for the Person or entity to which it is directly addressed or copied. It may contain materialefi 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon this inform se No. 2013-00126 
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entities other than the intended recipient is not allowed. If you receive this message and the  information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

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

Subjeclt: 

Bodek, David <david-bodek@standardandpoors.com> 
Friday, February 01,2013 10:25 AM 
Billie Richert 
RE: Are you available for a call? 

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

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

SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - Znd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
http://now.eloeua.comles.asp?s=302554905&e~~7706&el~=dd~O38 IdQa924dd4a79d02fa7bb6~4b4 

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

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

Thanks, 
Billie 

The infonation contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
anfidenlial and/or private nature. Any review, retransmission, dissemination or other Use Of, OF taking of any action in reliance upon, this information by persons or 
mtities other than the intended recipient is not allowed. If YOU reCeiVe this message and the infomation contained therein by error, please contact the sender and 
lelete the material from yourlany storage medium. 

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

Suoject: 

Bodek, David edavid-bodek@standardandpoors.com> 
Friday, February 01,2013 9:36 AM 
Billie Richert 
RE: Are you available for a call? 

Yes. I will call you. 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 21 2 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2nd Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htt~://now.eloqua.com/es.as~?s=302554905~e=87706&ela=dd80381 dga924dd4a79d02fa7bb6~4b4 

-I..--- -.----------.--".----.--.- -- . . -. ._ __ -..I .. . . . _ _  __ 
From: Billie Richert [mailto:Billie.Richert@bigrivers.corn] 
Sent: Friday, February 01, 2013 1055 AM 
To: Bodek, David 
Swbject: RE: Are you available for a call? 

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

Thanks. 

-__I_ 
___---_I- ~ ____I ___-.-_ 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Friday, February 01, 2013 8:22 AM 
To: Billie Richert 
Subject: RE: Are you available for ai call? 

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

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
Ne ''ork, NY 10041 
(v, -4387969 
(9 212 438 2154 
3avid bodek@standardandDoors.com 
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SAVE THE DATE!!! 
Tuesday, May 7,201 3 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
I 321 Avenue of the Americas - 2"d Floor Auditorium 

, 
http://now.eloqua.comles.as~?s=302554905&e=87706&elq=dd80381 dga924dd4a79d02fa7bb6~4b4 

York, New York 
more information, click on the link below: 

-- -~ I _~-.llllll___ll_- 

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

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

Thanks, 
Billie 

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

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

Subject: 

Billie Richert 
Friday, February 01,2013 9:35 AM 
‘Bodek, David‘ 
RE: Are you available for a call? 

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

Thanks. 

-- - - - - ~ - _I _ _  - ___.I- _____ ___r__l___.l_____ -_ ^lll- - - -  --- -__- - - - - - 
From: Bodek, David [mailto:david-bodek@standardandpoors.corn] 
Sent: Friday, February 01, 2013 822 AM 
To: Billie Richert 

ubje&a: RE: Are you available for a call? 

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

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

i THEDATE!!! 
Tuesday, May 7,201 3 
S&P’s Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2”d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
httu://now.eloqua.com/es.as~?s=302554905&e=87706&el~=dd8038 1 d9a924dd4~179dO2fa7bb6~4b4 

----..-..------ - _II -__I-_-- ___________l_l __ 
From: Billie Richert [mailto:Billie.Richert@bigrivers.conn] 
Sent: Friday, February 01, 2013 9:04 AM 
To: Bodek, David 
Subijecb Are you available for a call? 

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

Thanks, 
Billie 

- -- -. ---- - 
TI mation contained in this transmission is intended Only for the Person or entity to which it is directly addressed or copied. It may contain material of 
cot,.. . d i a l  andlor private nature. Any review, retransmission, dissemination or other use Of, or taking of any action in reliance upon, this infomation by persons or 
entities other than the intended recipient is not allowed. If YOU receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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- 
The information contained in this message is intended olily for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
+livering this message to the intended recipient. please be aware that any dissemination or copying ofthis communication is strictly prohibited. if you have 

'ved this communication in error. please inimediately notify us by replying to the message and deleting it fram your computer The McGraw-Hill Companies. 
,gserves the right. subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or fro111 

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

Bodek, David <david-bodek@standardandpoors.com> 
Friday, February 01,2013 8:22 AM 
Billie Richert 
RE: Are you available for a call? 

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

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, MY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandooors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
SlkP's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
htip://now.elo~ua.com/es.as~?s=302554905&e=87706&ela=dd8038 1 d9a924dd4a79dOZfa7bb6~4b4 

-___.__l-.--r ~ - .. 

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

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

Thanks, 
Billie 

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

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. I f  the reader ofthis message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying Of this coinmunication is strictly prohibited. If you have 
received this communication in error, please immediately n0tHY US by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right, subject to applicable local law, to nlOnitOr. review and Process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
ar :es you. as the sender. are consenting to McGraw-Hill processing any of your personal data therein 
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From: 
s. 

suoject: 

Bodek, David <david-bodek@standardandpoors.com> 
Friday, February 01,2013 822 AM 
Billie Richert 
RE: Are you available for a call? 

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

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
Mew York, NV 10041 
(v) 21 2 438 7969 
(9 212 438 2154 
david bodek@si.andardandpoors.com 

SAVE THE DATE!!! 
Tuesday, May 7,2013 
S&P's Electric Cooperative and Public Power Hot Topics Conference 
1221 Avenue of the Americas - 2"d Floor Auditorium 
New York, New York 
For more information, click on the link below: 
-- http:/lnow.eloaua.comles.as~?s=302554905~e=%7706&e~a=dd%O381 dQa924dd4a79d02fa7bb6~4b4 

From: Billie Richert [mailto:Billie.Richert@bigrivers.corn] 
Sent: Friday, February 01, 2013 904 AM 
Po: Bodek, David 
Swbjeck Are you available for a call? 

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

Thanks, 
Billie 

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

__. 

.he information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
trivileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
elivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited If YOU have 
.ceived this communication in error, please immediately riot@ Us by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
IC reserves the right, subject to  applicabie local law, to monitor, review and process the content of any electronic message or information sent to or from 
IcGraw-Hill e-mail addresses without informing the sender O r  recipient Of the message By sending electronic message or infomation to McGraw-Hill e-mail 
ddr s you. as the sender, are consenting to McGraw +{ill processing any oi your personal data therein 
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F--vn: Billie Richert 
Tuesday, January 22,201 3 3:15 PM 
’Bodek, David‘ 

Subject: RE: Friday call 

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

Billie 

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

Can we speak a t  2:30 Eastern? If so, I will call you. 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 

(L, ~ 1 2  438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

York, NY 10041 

From: Billie Richert [mailto:5illie.Richert@bigrivers.corn] 
Sent: Tuesday, January 22,2013 11:41 AM 
To: Bodek, David 
Subject: RE: Friday call 

David, 
What time works for you today? 

Thanks, 
Billie 

_l_ll-~._lC_ll_ll--.l--_l--.-~-.-~ ---~.---I -_- .” .__-__ ~ -- --_____ 
From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Monday, January 21, 2013 10:26 AM 
TQ: Billie Richert 
Swbjeck RE: Friday call 

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

David Bodek 
Director 
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Standard & Poor’s Ratings Services 
55 Water Street 
Mew York, NY 10041 
’ . 312 438 7969 

-12 438 2154 
david bodek@standardandDoors.com_ 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, January 21,2013 8 5 5  AM 
To: Bodek, David 

ubjeck Friday call 

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

Sent via the Smisuiig Galaxy S7h.”lI, an AT&T 4G LTE smartphone 

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

’f he information contained in this message is intended only for the recipient. and may be a confidential attorney-client communication or may othemise be 
pr: ”-qed and confidential and protected from disclosure If the reader ofthis message is not the intended recipient, or an employee or agent responsible for 
( 

rt. 
Inc reserves the right, subject to applicable local law to inonitor, review and Process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without infornting the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
addresses you. as the sender, are consenting to McGraw-tlill processing any of your personal data therein 

ng this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
2d this communication in error, please immediately notify US by replying to the message and deleting it from your computer. The McGraw-Will Companies, 
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F-qm: Billie Richert 
Tuesday, January 22,2013 10:49 AM 
‘Bodek, David’ 

Subjecl: RE: Friday call 

Yes. That works. Speak with you then. 

_- __I----- __ - --- - - - __ - _  _ _ _ _ _  -___r___l___ 

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

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

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

1: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
%,.,c: Tuesday, January 22, 2013 11:4,1 AM 
To: Bodek, David 
Sub&&. RE: Friday call 

David, 
What time works for you today? 

Thanks, 
Billie 

......---. .l”-l__--...-- - ~ -  _l--.l_----l 

From: Bodek, David [mailto:david~bodek@s~ndardandpoors.com] 
Sent: Monday, January 21,2013 10:26 AM 
To: Billie Richert 
Subjeck RE: Friday call 

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

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
Nc- York, NY 10041 
(\ 24387969 
(f) L 12 438 2154 
david bodek@sBdardandpoors.com 
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: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
,+nt: Monday, January 21,2013 895 AM 

Bodek, David 
sriibjetk Friday call 

David, 
T’ve been ill and out of the ofl-ice. I will return your call later this afternoon when I get in. 
Billie 

Sent via the Sarnsruig Galasy STh“I. an AT&T 4 0  LTE sinartphone 

The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retre”IiSSiOn, dissemination or other use of, or taking of any action in reliance upon, this infomation by perrons or 
entities other than the intended recipient is not allowed. If yo0 receive this message and the information contained therein by error, please contad the sender and 
delete the material from your/any storage medium. 

.. ~ ___ -~ 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If y0r.1 have 
received this communication in error. please immediately notify us by replying to the message and deleting it froni your computer. The McGraw-hiill Companies, 
Inc. reserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or froin 
McGraw-Hill e-mail addresses without informing the sender Or recipient of the message. By sending electronic message or infomation to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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From: 

Suoject: 

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

Can we speak a t  230 Eastern? If so, I will call you. 

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

From: Billie Richert [rnailto:Billie.Richert@bigrivers.c0f~7] 
Sent: Tuesday, January 22,2013 1191 AM 
To: Bodek, David 
Swbjeck RE: Friday call 

David, 
What time works for you today? 

i SS, 

Billie 

_I__.-. __.."--------.- - ----------- .---- ___ -___ ___-____- 
From: Bodek, David [mailt~:david~bodek@standardandpoors.com] 
Sent: Monday, January 21, 2013 10:26 AM 
To: Billie Richert 
Subjee RE: Friday call 

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

David Bodek 
Director 
Standard & Poor's Ratings Senrices 
55 Water Street: 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandooors.com 

"~__-___-_l____-___-.~-.-..-"-.-.--.--. - ----.-I----" ___,_._I___._________" ___- 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sene Monday, January 21,2013 8:35 AM 
Tir \dek, David 
Sa.. ~ st: Friday call 
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I've been ill and out of the office. I will return your call later this afternoon when I get in. 
Billie 

Sent via tlie Smisung Galaxy S T I I ,  an AT&T 4G LTE smartphone 

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

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

Subject: 

Billie Richert 
Tuesday, January 22,2013 10:41 AM 
‘Bodek, David 
RE: Friday call 

David, 
What time works for you today? 

Thanks, 
Billie 

- - -  - --- -- - - -  - - ___- - - __ _- . - - -_ _ _  - .-- - . I - - - 
From: Bodek, David [mailto:david-bodek@standardandpoors,com] 
Sepafr: Monday, January 21,2013 10:26 AM 
To: Billie Richert 

e& RE: Friday call 

i’m sorry you are not well. I hope t h a t  you have a speedy recovery. We can speak tomorrow. 

David Bodek 
Director 
Standard 8: Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
I ’  424382154 
- c d bodek@standardandpoors.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, January 21, 2013 8 3 5  AM 
To: Bodek, David 
Subjeck Friday call 

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

Sent via the Sarnstmg Galasy STTI: an AT&T 4G LTE sinai”tp1ione 

-_I 

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

.---..----.-.-- _.. .- . -  

The infomiation contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may othervjise be 
privileged and confidential and protected from disclosure. If the reader of this nlessage is not the intended recipient, or an employee or agent responsible for 
df 
re 
Inc iaserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or irom 
McGraw-Hill e-mail addresses without informing the sender or recipient of the lnessage By sending electronic message or information to NicGraw-Hill E-mail 
addresses you, as the sender. are consenting to McGraw-Hill processing any of your personal data therein. 

’g this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If yoti have 
, this communication in error. please immediately notify us by replying to the message and deleting it froin your computer. The McGraw-Hill Companies, 
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suoject: 

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

~ ' m  sorry you are nat well. I hope that  you have a speedy recovery. We can speak tomorrow. 

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

______I_I___ ___I_ l_--^-l_-.---l- __ - - -- -___l_____l___I__.___I__ ___- 
From: Billie Richert [ mailto:Billie.Richert@bigrivers.coom] 
Sent: Monday, January 21, 2Qk3 835 AM 
$0: Bod&, David 
Subjeck Friday call 

David, 
I've been ill and out ofthe office. ]I will return your call later this afternoon when H get in. 
B;llie 

Sent via the Snmsung Galaxy S T M I I I ,  an AT&T 4G LTT: smartphone 

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

.-I 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-clienl communication or may othewise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is striclly prohibited, If YOU have 
received this communication in error, please iinrnediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right, SlJbjeCt lo applicable local law. to monitor, review and Pr-oceSs the cantent of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses withoul infonning the sender Or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
addresses YOLI, as the sender, are consenting to IvlcGraw-Hill processing any of your personal data therein. 
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IVERS ELE TRIC CORPORATI 
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IG RIVERS ELECTRIC CORPORATION 
ISSUE EVIDENCE OF IN 

.2013-00125 

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

ated May 2,2013 

May 14,2013 

Item 6) Provide copies of all documents, including correspondence 

between Big Rivers and KplMcn related to MG’s evaluation of whether 

Big Rivers’ financial statements should carry a “going concern” 

q IL a 1 i f  ic a t ion. 

Response) Please see attachments to this response for copies of the attachments 

previously provided in the responses to KIUC 2-4 (Case No. 2012-00492) and 

KIUC 2-51 (Case No. 2012-00535) requesting correspondence between Big Rivers 

and KPMG related to  KPMGs evaluation of whether Big Rivers’ financial 

statements should carry a “going concern” qualification. Some of the information 

provide in response to  this request is subject to a petition for confidential 

treatment that is being filed concurrently with the filing of these responses. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-6 

Witness: Billie J. Richert 
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From: Charles, Joseph P <jcharles@kprnQ.corn> 
Sene 
To: Billie Richert; Lyons, Kevin 
Subject: 

Thursday, February 07,2013 331 PM 

RE: Fitch and Moody's Ratings 

Thanks Billie. Once you have some info on potential impad of a "going concern" audit report on debt agreements and 
I(PSC/RUS we can circle back -Joe 

---- -_--__ -------_ -__----- 
From: Billie Richert [mailto:Billie.Richert@bigrivers.corn] 
seat: Thursday, February 07, 2013 6:19 PH 
To: Charles, Joseph P; Lyons, Kevin 
Swbjeck Fitch and Moody's Ratings 

For your files. 

Bjfie @abed, c P ~ ,  C9TP 
VP Accounting, Rates and CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, ICY 42420 

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

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

-- I_ 

The information contained in this transmission is intended only for the PWson Or entity to which it is directly addressed or copied It may contain material 
of confidential andlor private nature. Any if3vieW, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infonation 
by persons or entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please 
contact the sender and delete the material from yourlany storage medium. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The i n f o m a t i o n  i n  t h i s  email is  c o n f i d e n t i a l  and may be l e g a l l y  p r i v i l e g e d .  It i s  
i n t e n d e d  s o l e l y  for the  addressee .  Access t o  this email  by anyone e l se  i s  unauthorized.  
~f YOU are  not  t h e  intended r e c i p i e n t ,  any d i sc losu re ,  copying, d i s t r i b u t i o n  OX any 
a c t i o n  t a k e n  o r  omit ted t o  be talcen i n  r e l i ance  on i t ,  is  p r a h i b i t e d  and may be unlawful. 
When a d d r e s s e d  t o  our  C l i e n t s  any opin ions  01 advice  contained i n  t h i s  ernail a r e  sub jec t  
to t h e  t e r m s  and cond i t ions  expres sed  i n  t h e  governing KPMG c l i e n t  engagement l e t t e r .  
* * c * * * * * * * * * * * c * * * * c * * * * * e * ~ * * ~ * * * * * * * * * * * * * * * * * * * * * * * * c * * * * * * * * ~ * * * * * *  
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Biliie Wichert 
Subject: 
Location: Conference Call 

Start: Fri 1/2512013 1:OD PM 
End: Fri 1/25/2013 2:OD PM 
Show Time As: Tentative 

Recurrence: (none) 

Meeting Status: Not yet responded 

Organizer: Lyons, Kevin 

Big Rivers 2013 Liquidity Considerations 

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

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

n e  purpose of this call will he to discuss the liquidity considerations as they relate to fiscal 2013 for Big Rivers and the 
impact on our 2012 audit. Attached is a high level summay of the facts that we (KPMG) have put together that we 
would like to confirm with Big Rivers as part of the call. The information is based on our call yesterday and the 
projections provided. 

Thank, 

Kevin 

Please use the following call-in: 

Toll Numbers: USA 
TollFree Numbers: USA 
Leader Passcode: 
Participant Passcode: 

203-280-8225 
877-779-1 556 
5508697 
1778789 

************************************************************************* 
The i n f o r m a t i o n  i n  this emai l  i s  c o n f i d e n t i a l  and may be l e g a l l y  
p z i v i l e g e d .  It i s  i n t e n d e d  s o l e l y  for  t h e  a d d r e s s e e .  Access t o  t h i s  ema i l  
by anyone  e lse  i s  u n a u t h o r i z e d .  If YOU a r e  n o t  t h e  i n t e n d e d  r e c i p i e n t ,  any 
d i . s c l o s u r e ,  copying ,  d i s t r i b u t i o n  o r  any a c t i o n  t a k e n  o r  omi t t ed  t o  be 
t a k e n  i n  r e l i a n c e  on i t ,  i s  p r o h i b i t e d  and  may be unlawful. When addressed  
t o  o u r  c l i e n t s  any  o p i n i o n s  or adv ice  con ta ined  i n  t h i s  email a r e  s u b j e c t  
t o  t h e  t e r m s  and c o n d i t i o n s  expres sed  i n  t h e  govern ing  KPMG c l i e n t  
engagement l e t t e r .  *****~*~*******************~*************************************  
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Liquidity and Going Concern Considerations for 
Big Rivers Electric Corporation 

Client Period-end 

Big Rivers Electric Corporation 12/31/12 

Prepared by Date 

Kevin Lyons 1/24/2013 

W/P reference 

PurDose: 

f i e  purpose of this memorandum is to  document our considerations on Big River Electric Corporations ability 
EO continue as a going concern as discussed in AICPA Auditing Standard AU Section 341. 

BackEround: 

Big Rivers Electric Corporation (“Big Rivers” O r  the “Company”) is an electric generation and transmission 
cooperative based out of Henderson, Kentuclw that owns generating capacity of approximately 1,444 
megawatts (MW) in four substantially coal-fired plants and has rights to  an additional 212 MW of coal-fired 
and 178 MW of contracted hydro capacity. The power generated b\/ Big Rivers is distributed to  Its three 
member distributive cooperatives (IknergY COrP., Jackson Purchase Energy Corporation, and Meade County 
Rural Electric Corporation) under ail requirements contracts. Additionally, the power needs (approximately 
60% of Big Rivers’ generation) of two large industrial customers in the aluminum smelter industry are supplied 
under separate arrangements with one of the cooperative members. The members provide electric power 
and energy to  industrial, residential, and commercial customers located in portions of 22 western I(entiicky 
counties, The wholesale rates (inclusive Of the aluminum smelters) t o  Big Rivers’ members are regulated by 
the Kentucky Public Service Commission (KPSC) and are subject to approval by the Rural Utilities Service (RUS), 
respectfully the Company’s state and federal regulators. 

Procedures: 

per !(AM 27.0580 KPMG must perform the ‘following procedures concerning the entity‘s ability to continue 
operations: 

- identify events and conditions that may cast substantial doubt on the entity’s ability t o  continue as a going 
concern for a reasonable period of time by performing risk assessment procedures and by remaining alert 
throughout the audit 

- perform additional audit procedures when events or conditions that may cast substantial doubt on the 
entity’s ability to continue as a going concern are identified and we believe there is substantial doubt 

- conclude and consider the implications for the auditors‘ report regarding the entity‘s abilityto continue as 
a gaing concern 

- Communicate with those charged with governance 

In consideration of the procedures noted above, ICPMG noted the following: 

0 centurv‘s Notice to TeminOte: On August 20,2012 Century Aluminum [substantial customer) 
served Big Rivers with a 12 month notice of intent t o  terminate its power contract. Century 
Aluminum Co. is a smelter plant in Hawesville, KY that IS seeking rate concessions from Big Rivers 
due to the declining prices for aluminum and concerns over their abilityto operate the facility 
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under the current contractual electrical rates set between Century and Big Rivers. The impact of 
this notice and potential consequences if Century were to  terminatie its power contract from a 
liquidity perspective are as follows: 

$50mlllion CoBonk, ACB (CoBonk) line of credit: Under the terms of this line of credit 
agreement, upon a smelter's notification to terminate its power contract, the Company 
no longer has the ability to make draws on this line of credit. As such, as result of 
Century's notice, the Company n o  longer has access to this $50 million line of credit. 
The company is currently in discussions with CaBank to modify this term, but as of this 
point in time the terms have not been modified. 

$50 million Notionol Rum1 Utilities Cooperotive Finonce Corporotion /CFCl line of credit: 
Under the terms of this line of credit agreement, upon the termination of a smelter's 
power contract, the Company no longer has the ability to make draws on this line of 
credit. As such, asuuming CentUW will terminate its power contract, beginning August 
20,2013 the Company will no longer have access to this $50 million line of credit. In 
consideration of the Company's liquidity position and ability t o  continue as a going 
concern, the assumption should be made that the Company will not have access to this 
line of credit in 2013. The company is currently in discussions wlth CoBank to modify 
this term, but as of this point in time the terms have not been modified. 

Series 1983 Bands Muturitv: On June 1,2013, the $58.8 mlllion of Series 1983 Pollution Control 
Bonds mature. The Company has considered its ability to  issue new pollution control bonds and 
utilize those proceeds to pay the maturing bonds, bur based on discussions with their advisors, 
current economic conditions and company circumstances indicate that the Company may not be 
able issue new bonds and therefore the $58.8 million in i t s  entirety will be due on June 1,2013. 

2013 Projections: KPMG obtained the Company's fiscal 2013 projection and based on those 
projections, the Company is projecting other cash from operations and significant cash outflows 
as follows: 

Cash from operations: $25.1 million 

Capital Expenditures: $79.9 millian 

Net Principal Payement on Debt Obligations: $10.2 million 

Note: The net principal payments on debt obligations does not take into consideration the 
$58.8M Series 1983 Bonds Maturity. 

AS such, tatting into consideration the information above, cash activity for 2013 would be as 
follows: 

Projected: Cash from operations 25.1 
Maturity of Pollution Control Bonds (58.8) 
Projected: Capital Expenditures (79.9) 
Projected: Net principal payments on debt obligations (10.2) 

Prqjected: 2013 Cash Outflows (123.8) 

In consideration of this above, the Company would need approxiamtely $123.8 million of 
available cash as of December 31,2012 t o  cover the projected 2013 cash outflows. 
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Q 20S.2 Available Cush and LiQuidihr Position: As of December 31,2012, the Company had 
approximately $110.0 million in cash and cash equivalents. KPMG notes that of this $110.0 
million, $60.0 million is restricted for capltal expenditures and the Company would be required to  
obtain approval from CoBank and the Kentucky Public Service Commission (the commission) prior 
to utilizing this $60.0 miliion to pay the maturing pollution control bonds. Assuming they are able 
to either obtain this approval (or reduce t h e  $79.9 miliion in capex by $60.0 millian accordingly) 
and considering project capital expenditures for 2013 are projected to be $79.9 million, it can be 
assumed that this $110.0 million in its entirety would be available to the Company for 2013 
projected cash oufflows. In consideration of this, an updated analysis of 2013 cash outflows 
would be as follows: 

Cash and cash equivalents as of 12/31/2012 110.0 
Projected Cash from Operations 25.1 
Maturity of Pollution Control Bonds (58.8) 
Projected: Capital Expenditures (79.9) 
Projected: Net principal payments on debt  obligations l1O.Z) 

Projected: 2013 Cash OutfIows W.8) 

Under these assumptions, the Company would still have a cash shortfall for fiscal 2013 of 
approximately $13.8 million. 

However, in addition to the $110.0 million of cash and cash equivalents on hand as of 
12/31/2012, there is also approximately $35.0 million in the transition reserve. The transition 
reserve was established as a way for the Company to have money set aside in case either one of 
the smelters extinguished their contracts with Big Rivers. The Company has the ability to 
liquidate this reserve pending comission approval. However, since commission approval is 
pending, there is no guarantee that they will receive this approval and therefore we cannot 
assume the Company will have access to these funds in considering the Company's going concern 
and liquidity position. 

Conclusion: 

TBD 

A tack of resolution would mean there could be a "going concern" issue. 

Discussion points: 
- Confirm understanding of faas  
- What steps can be taken? 

0 Additional cape,: reductions? 
o 
o 
o 

Accelerate approvals on lines of credit or $60 million? 
Permission to use transition reserve? 
Get permission to W a y  issuance of financial statements? 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
VAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

Response to the Kentucky Industrial Utility Customers’ 
Ini t ia l  Reques t  for  Information 

Dated May 2,2013 

May 14,2013 

Itern 7) Has CFC explicitly notified BREC that it will refuse to make 

advances or issue Letters of Credit under the 2009 Revolver? I f  yes, 

provide all supporting docurnentation. Provide the notice of default on 

the 2009 CFC Revolver, referenced on page 4 of the Application, and all 

supporting documentation. 

Response) Currently, Big Rivers is not in default under the terms of its existing 

Revolving Line of Credit Agreement, dated July 16, 2009, with CFC (the “2009 

CFC Revolver”. Accordingly, CFC has not explicitly notified Big Rivers that it will 

refuse to make advances or issue Letters of Credit under the 2009 CFC Revolver. 

As stated on page 4 of the Application, “...termination of the Century 

Wholesale Agreement effective August 20, 2013, will trigger an Event of Default.” 

Once this Event of Default has occurred, CFC may then refuse to make advances 

or issue Letters of Credit under the 2009 CFC Revolver. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-7 

Witness: Billie J. Richer t  
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Item 8) Provide a copy of the authorization received by Big Rivers 

from the Trustee of the Indenture, as required by Section 12.1 of the 

Indenture, providing approval for  the issuance of Big Rivers’ Fourth 

Supplemental Indenture intended to  be issued in conjunction with the 

Amended CFC Revolver. 

Response) The first paragraph of Section 12.1 does not require 

Trustee authorization. The requirement for authorization by a “Board 

Resolution” in that paragraph modifies the term “Company” and not the term 

Trustee. The definition of “Board Resolution” in the Indenture refers to  a Big 

Rivers’ Board resolution. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-8 

Witness: Billie J. Richert 
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BIG RIVERS ELECTRIC COR 

APPLICATION OF BIG RIWRS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

I Ttem9) Provides copies of all written communications between Rig 

2 Rivers and the Trustee pursu,ant to which Big Rivers sought and obtained 

3 authorization by the Trustee to enter into Big Rivers’ Fourth 

4 Supplemental Indenture. 

5 

6 Response) Please see response to Item No. 8. 

7 

8 

9 Witness) BiIlie J. Richert 

10 

Case No. 2013-00125 
Response to KIUC 1-9 

Witness: Billie J. Richert 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 10) Pursuant to Section 12.1.1; of  the Indenture, provide copies of  

all written communications between Big Rivers and any and all of  the 

three rating agencies stating that Big Rivers’ ratings on the  2010 

Pollution Control Bonds will not be withdrawn or reduced upon Big 

Rivers’ issuance of the  Fourth Supplemental Indenture. If Big Rivers has 

not sought such determinations from the ratings agencies, state whether 

the Trustee has indicated that such determinations are not necessary to 

his approval for issuance of Big Rivers Fourth Supplemental Indenture. 

Response) 

that  permits changes (amendments) to the Indenture upon certain findings of the 

Trustee. This Section is not applicable to  the current situation. The Fourth 

Supplemental Indenture does not contain any amendments to  the Indenture. The 

Fourth Supplemental Indenture is being entered into pursuant to  12.1.C - a 

supplemental indenture to create any series of Obligations and make such other 

provisions as provided in Section 3.3.” 

Section 12.1.L of the Indenture refers to a supplemental indenture 

Witness) Billie J .  Richert 

Case No. 2013-00125 
Response to KIUC 1-10 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

1 

2 

3 

4 

5 

6 

7 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

APPLICATION O F  BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

Response to t h e  Kentucky Indus t r i a l  Utility Customers’ 
Initial Request  for Information 

da ted  May  2,2013 

May 14, 2013 

I t e m  11) Provide copies of any and all agreements or contracts, or 

any modifications or amendments to any existing agreements or 

contracts that have been entered into by BREC, or are contemplated 

to be entered into by RREC, related to or in conjunction with BRECs 

proposed refinancing of the Amended CFC Revolver. 

Response) 

modifications or amendments to any existing agreements or contracts that 

have been entered into by Rig Rivers, or are contemplated to  be entered into 

by Big Rivers, related to or in conjunction with Big Rivers’ proposal to amend 

and restate its existing $50,000,000 Revolving Line of Credit Agreement 

dated July 16, 2009, with CFC, have been provided with the Application of 

Big Rivers Electric Corporation for Approval to Issue Evidences of 

Indebtedness, Case No. 2013-00125 as Exhibits per the Table of Contents to 

Exhibits. 

Copies of any and all agreements or contracts, or any 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-11 

Witness: Billie J. Richert  
Page 1 of 1 



BIG RIVERS ELECTRIC CORPO 

1 

2 

3 

4 

5 

6 

7 

8 
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10 

11 

12 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE E ENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Item 12) Provide copies of all reports or presentations that have 

been prepared by BREC since January 1, 2013, for  use by or 

presentation to any credit rating agency, investment banking 

institution, investment advisory service, credit support institution or 

institutional investment group or entity. 

Response) Please see Big Rivers’ response to Item 5 of this data request. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-12 

Witness: Billie J. Richert 
Page 1 of 1 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

Response to the Kentucky Industrial Utility Customers’ 
Initial Reques t  for Informat ion  

dated May 2,2013 

May 14,2013 

Item 13) Describe any and all alternatives that Rig Rivers has 

planned to pursue to enhance its liquidity i f  the pending application 

for approval of the Amended CFC Revolver were to be denied by the 

Commission. 

Response)  If the pending application for approval of the Amended CFC 

Revolver were to be denied by the Commission, Big Rivers would negotiate 

with CFC to pursue resolution of the reasons for denial given by the 

Commission in its order. 

Big Rivers’ knows of no alternatives it can pursue to enhance its 

liquidity that  would compare to the liquidity (and terms) provided by the 

Amended CFC Revolver proposed in this proceeding. 

The Commission approved most of the terms of this revolving credit 

agreement in its March 6, 2009 order in Case No. 2007-00455. The proposed 

amendments preserve Big Rivers’ access to  that revolving credit agreement 

on the basic financial terms previously approved by the Commission. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response t o  KIUC 1-13 

Witness: Billie J. Richert  
Page 1 of 1 
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7 
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9 

10 

11 

12 

13 

14 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
ROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 14) Identify Big Rivers’ intended source(s) of  repayment when the 

Amended CFC Revolver matures on July  16, 201 7. I n  particular, i f  

advances under the Amended CFC Revolver are used for  capital additions 

as  provided in the Application, state whether and when Big Rivers will 

seek long term capital financing with respect to such capital additions. 

Response) As stated on page 11 of the Application, there are no planned future 

Advances under the Amended CFC Revolver for any particular project to acquire 

property, construct, complete, extend or improve facilities. If there is an 

outstanding balance under the Amended CFC Revolver when the agreement 

expires on July 16, 2017, Big Rivers would repay that amount with its available 

funds at that  time. 

Witness) Billie J .  Richert 

Case No. 2013-00125 
Response to KIUC 1-14 

Witness: Billie J. Richert 
Page 1 of 1 



c4: N 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1  

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Utility Customers’ 

ay 14,2013 

Itern 15) ivers to enhance its existing 

liquidity by seeking revolwing credit or borrowing arrangements of 

any kind with potential lenders other CFC and 

has approached other potential lenders regarding any form of 
revolving credit or borrowing arrangements, provide copies of all 

presentations made to such potential lenders. I f  Big Rivers has not 

approached any other potential lenders, explain why Big 

not done SO. 

escribe all actions by 

esponse) Big Rivers believes that its access to revolving credit facilities 

(“Revolvers”) can best be met through restatement and amendment of the 

existing Revolvers with CFC and CoBank. Therefore, Big Rivers is currently 

focused on pursuing enhancement of its short-term liquidity needs through 

CFC and CoBank with which Big Rivers has long established relationships. 

In addition, Big Rivers has been negotiating with CFC on bridge 

financing for Big Rivers’ Mercury and Air Toxics Standards (MATS) 

compliance plan until long-term financing can be obtained. A draft of the 

agreement has been completed and will be used by Big Rivers in filing an 

application with RUS for a loan to provide the long-term financing. 

Big Rivers has held discussions with the Rural TJtilities Service (RUS) 

regarding long-term borrowings of $58.4 million to finance its MATS 

compliance plan. The MATS compliance plan was approved by the 

Case No. 2013-00125 



23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

trial Utility Customers’ 

ay 14,2013 

Commission in its order dated October 1, 2012, in Case No. 2012-00063. See 

the attached presentation related to the RUS discussions, and also see Big 

Rivers’ response to  Item 2 of this data request. Some of the information 

provide in response to this request is subject to a petition for confidential 

treatment that is being filed concurrently with the filing of these responses. 

itness) Billie J. Richert 

Case No. 2013-00125 
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BIG RIVERS ELECTRIC CORPORATION 

3 

9 

10 

11 

1 2  

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF IN TEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 16) What is BRECs estimated or calculation of the interest rate of  

the Amended CFC Revolver? Provide all supporting documentation. 

Response) As stated on page 6 of the Application and Section 3.05C of the 

Amended and Restated Revolving Line of Credit Agreement (Exhibit 8 to the 

Application), the interest rate on all Advances under the Amended CFC Revolver 

will be equal to  the CFC Line of Credit Rate as determined by CFC. This interest 

rate is unchanged from the existing 2009 CFC Revolver. 

As of May 1, 2013, the CFC Line of Credit Rate was 2.900%. Please see 

attachment for supporting docurnentation. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-16 

Witness: Billie J. Richert 
Page 1 of 1 



CFC Extranet - Interest Rates Page 1 of 2 

The published CFC loan rates are stated rates not effective rates. As a CFC member, your effective 
interest rate will be lower than the stated daily rates due ta patronage refunds and the multiple interest rate 
discounts available to our borrowers. 

Please note the CFC rate information contained on these pages is privileged and confidential and may not be 
disclosed to any third parfy. 

Print CFC Rates 1 Print All Rates 

Loan Rates Investment Rates Other Interest Rates 

CFC Variable Rates CFC Member Capital Prime Rate 

CFC Lona-Term Fixed Rates 

CFC Associate Variable Rates 

___.I___- Securities Rate 

CFC Commercial Paper Rates [LIBOR) 

- CFC Select Notes Rates 

London Inter-Bank Offer Rates 

Federal Funds Tarset Rate 

CFC Daily Fund Rate RUS R a t s  

----- CFC Medium-Term Note 
Rates 



CFC Extranet - Interest Rates 

CFC Variable Rates 
Effective: 05/01/2013 

Page 2 of 2 

Long-Term Variable 2.900% 

Line of Credit / Intermediate 2.900% 

Variable rates are subject to change monthly or semi-monthly in accordance with the terms of the loan 
agreement. 

Case No. 2013-00126 
Attachment for Response to KIUC-1-16 

Page 2 of 2 _ . - , . -  _ -  ~ ~ ~ ~ P . ~ / I x T T ~ ~ ~ ~  nrlinC~ n~ml,.$,.n..~ni,-l~--:--.-  I.L' _ _ _ _  L -  - _ _  _ r w n  -1. i m p  .n- - 
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13 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2, 2013 

May 14,2013 

Item 17) Indicate uihether the interest rates contemplated to be paid by 

BREC in its Application are comparable to the interest rates that are paid 

by electric utilities that carry comparable institutional credit ratings. If 

the interest rates to be paid by BREC are higher than  those of  its rating 

peer group, please explain in detail the reasons for  such interest rate 

differentials. Provide all supporting documentation. 

Response) As illustrated in  Moody’s Investors Service’s report dated April 15, 

2013, titled “Rating Methodology: U.S. Electric Generation & Transmission 

Cooperatives” (Appendix B), provided as an attachment t o  this response, Big 

Rivers’ current institutional credit rating by Moody’s is B a l  (Speculative-Grade). 

No other electric utilities were identified with a comparable institutional credit 

rating for purposes of performing the comparison requested. 

14 However, as stated in response to Item 16, the interest rate on all Advances 

15 under the Amended CFC Revolver will be equal to the CFC Line of Credit Rate as 

16 determined by CFC. The CFC Line of Credit Rate is the same for all CFC 

Case No. 2013-00125 
Response to KIUC 1-17 

Witness: Billie J. Richert 
Page 1 of 2 



IG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

1 borrowers, regardless of their respective institutional credit ratings. As of May 1, 

2 2013, the CFC Line of Credit Rate was 2.900%. Please see attachment to Item 16 

3 for supporting documentation. 

4 

5 Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-17 

Witness: Billie J. Richert 
Page 2 of 2 
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BIG RIVElRS ELECTRIC CORPORATION 
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13 

14 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 18) Is there a maximum interest rate that BREC would not go 

through with a refinancing of its Amended CFC Revolver? 

Response) As stated in the Amended CFC Revolver Agreement, no provision of 

the Agreement shall require the payment, or permit the collection, of interest in 

excess of the highest rate permitted by applicable law. Because the interest rate 

applicable to advances under the Amended CFC Revolver fluctuates based on 

current market conditions, a maximum interest rate cannot be determined a t  this 

time. However, before taking any Advance under the Amended CFC Revolver, Big 

Rivers would compare the interest rate currently applicable to draws under the 

Amended CFC Revolver to the interest rate(s) available through other financing 

options available a t  that time. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-18 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECTRIC COR 

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

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

1 Item 19) Provide a detailed calculation of all “up-front costs” associated 

2 with the Amended CFC Revolver as  referenced in Paragraph 10 of the 

3 application. I f  there are other costs associated with the Amended CFC 

4 Revolver provide a detailed quantification of those additional costs. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

1 6  

Response) As stated on page 6 of the Application, the TJpfront Fee for the 

Amended CFC Revolver is equal to  fifteen basis points of the commitment amount 

(i.e. $50,000,000 Commitment x 0.0015 = $75,000). This reflects a reduction of 

$50,000 from the Upfront Fee associated with the existing 2009 CFC Revolver, 

which was equal t o  twenty-five basis points of the commitment amount (i.e. 

$50,000,000 Commitment x 0.0025 = $125,000). 

Additional fees associated with the Amended CFC Revolver include legal 

fees of counsel for Big Rivers and CFC, miscellaneous filing fees, and other 

transaction costs which cannot be quantified until after this proceeding and the 

closing of the agreement, if approved. 

Witness) Billie 4. Richert 

Case No. 2013-00125 
Response to KIUC 1-19 

Witness: Billie J. Richert 
Page 1 of 1 
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APPLICATION OF BIG R I n R S  ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Itern20) 

executing the Amended CFC Revolver? 

What would be the financial consequences of  BREC not 

Response) In addition to the loss of the  liquidity afforded by the Amended 

CFC Revolver, the financial consequences of Big Rivers not executing the 

Amended CFC Revolver prior to the termination date of the Century 

Wholesale Agreement (August 20, 2013), result from an Event of Default that 

will be triggered under Section G.OlM(iii) of the 2009 CFC Revolver and the 

corresponding remedies available to CFC under Section 7.01. of the 2009 

Revolver. Explanations of the Event of Default triggered and the resulting 

financial consequence are provided starting,on page 4, line 7, through page 5, 

line 8 of the Application. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to MUC 1-20 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECT IC CORPORATION 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

APPLICATION OF IG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Item21) As set forth in Paragraph 11 (at page 8) of  the 

Application, the 2012 CoBank Revolver is no longer available to Big 

Rivers. 

a. Provide a narrative explanation of the  reasons that 

the 2012 CoBank Revolver is no longer available to 
Big Rivers. 

Cite the specific provision(s) of  loan documentation 

upon which CoBank relies in withdrawing the 

availability of the 2012 CoBank Revolver, and state 

whether Big Rivers contests the validity o f  CoBank’s 

reliance on such provision(s). 

Provide copies of  all written communications of  any 

kind between Big Rivers and CoBank wherein Big 

Rivers has attempted to negotiate new terms and 

conditions upon which CoBank would make the 2012 

CoBank Revolver available to Big Rivers. 

b. 

e. 

d. State whether _Big Rivers believes that  the 2012 

CoBank Revolver will become available to Big Rivers 

in the future, and i f  so, the date at which such 

availability will occur and the occurrences that will 

lead to such availability. 

Case No. 2013-00125 
Response to KIUC 1-21 

Witness: Billie J. Richert 
Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

APPLICATION OF IG RIVERS ELECTRIC CORPORATION 
PROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Response) 

a. As a result of Century giving its one-year termination notice on August 

20, 2012, and Alcan Primary Products Corporation giving its one-year 

termination notice on January 31, 2013, Big Rivers cannot make 

representations and warranties required of Big Rivers for a cash withdrawal 

against the CoBanks revolving credit agreement. 

b. 

Please see response to item 21(a). 

CoRank has not withdrawn the availability of the CoBank revolver. 

c. Big Rivers objects to the relevancy o f  and declines to produce 

information regarding active negotiations with CoBank, 

d. 

speculate on the subjects raised in this question. 

Big Rivers is negotiating with CoBank, bu t  has no grounds on which to  

Witnesses) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-21 

Witness: Billie J. Richert  
Page 2 of 2 
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10 

11 

12 

1.3 

14 

15 

16 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE F INDEBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Item22) Explain why the $50 million revolving credit lines f rom 

CFC and CoBank for  which Rig Rivers sought and obtained approval 

in Case No. 2007-00455 originally were structured on an unsecured 

basis rather than secured under the Indenture. 

Response) CFC and CoBank did not require that the revolving credit 

agreements be secured a t  the closing of the unwind transaction, when Big 

Rivers had investment grade credit ratings. CFC conditioned its agreement 

to  the amendments to its credit agreement filed in this case upon having the 

credit agreement secured. 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-22 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

4 

5 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item 23) Show, as of December 31,201.2, (a) the net book value of all Big 

Rivers assets that are encumbered by the lien of the Indenture, and (b) the 

principal amount of all Rig Rivers’ debt that is secured by the Indenture. 

Response) See table below. 

As of 
December 31,2012 

(a) Net Book Value of Assets Encumbered by $ 1,102,138,lO~ 
Lien of the Indenture: 

(b) Outstanding Principal Amount Secured by $ 998,026,243 
the Indenture: 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-23 

Witness: Billie J. Richert 
Page 1 of 1 
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11 
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13 

APPLICATION OF BIG RTTrlERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCE OF INDEBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

Item24) Provide an explanation of the basis for the issuance of 

Additional Obligations (in the form of the Amended CFC Revolver) under 

Section 4.2, 4.3, 4.4, 4.7 or 4.9 of the  Indenture, whichever is applicable, 

citing the basis for such issuance consistent with Section 4.1 of the 
Indenture (General Provisions for Authentication and Delivery of 

Additional Obligations). 

Response) The Additional Obligations are being issued upon the basis of 

Bondable Additions (Section 4.2). 

Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KTUC 1-24 

Witness: Billie J. Richert 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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2 

3 

4 

5 

6 

7 
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9 

10 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR AFPROV ISSUE EVIDENCE EBTEDNESS 

CASE NO. 2013-00125 

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

dated May 2,2013 

May 14,2013 

Item25) Provide a copy of all studies, analyses, and 

correspondence that considered or addressed various financing 

alternatives, including the alternative selected and presented in this 

proceeding. 

.Response) Please see response to  Item Nos. 1, 2, 3, 4, and 15. 

Witness) Billie J. Richert 

Case No. 2013-00125 
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Witness: Billie J. Richert 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSTJE EVIDENCE OF IN EBTEDNESS 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

I tem 26) Provide a detailed calculation of  the impact by customer class 

that RREC’s Application, i f  approved, will have on RREC’s rate payers 

once financing is closed and for  the next five years. 

Response) Although the “up front fee” changed from twenty-five basis points 

under the 2009 CFC Revolver to fiifteen basis points under the Amended CFC 

Revolver, other fees and expenses associated with the line of credit remain 

constant. As stated on page 6 of the Application, the interest rate on Advances 

under the Amended CFC Revolver is the same as the interest rate on Advances 

under the existing 2009 CFC Revolver. TJnder both agreements, the interest rate 

on Advances is equal to the CFC Line of Credit Rate as  determined by CFC. The 

“annual facility fee” of fifteen basis points is also unchanged under the Amended 

CFC Revolver. Under both agreements, the “annual facility fee” is equal to 

$75,000 (i.e. $50,00O,OOO Commitment x 0.0015 = $75,000). 

As explained above, Big Rivers’ line of credit fees and expenses will not 

change as a result of this Application. Accordingly, approval of Big Rivers’ 

Case No. 2013-00125 
Response to KIUC 1-26 

Witness: Billie J. Richert 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVI. ENCE OF INDE 

CASE NO. 2013-00125 

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

Dated May 2,2013 

May 14,2013 

1 Application will have no measurable impact on Big Rivers’ rate payers once the 

2 financing is closed or for the next five years. 

3 

4 Witness) Billie J. Richert 

Case No. 2013-00125 
Response to KIUC 1-26 

Witness: Billie J. Richert 
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