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KY. PUBLIC SERVICE COMMISSION 

AS OF : 07/09/02 

Regular 

LARGE INDUSTRIAL CUSTOMER RATE SCHEDULE 

IN THE MATTER OF THE TARIFF FILING OF BIG RIVERS ELECTRIC CORPORATION TO REVISE THE LARGE INDUSTRIAL 
CUSTOMER RATE SCHEDULE 
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Date Remarks 

08/27/99 RATE SCHEDULES 7 AND 10 (BIG RIVERSIJAMES M. MILLER) 
09/03/99 Order suspending tariff up to and including February 25,2000. 
09/28/99 Order setting forth the procedural schedule to be followed. 
10/08/99 MOTION TO INTERVENE (FRANK KING KENERGY COW) 
10/15/99 Data Request Order, response due 10/25/99. 
10/25/99 Order granting joint motion of Kenergy Corp. and Meade County RECC to intervene. 
1 1/05/99 Data Request Order; response due 1 1/15/2000. 
11/12/99 MOTION TO INTERVENE (DAVID DENTON BIG RIVERS RECC) 
1 1/15/99 Order rescheduling hearing to 12/6/99 at 9:OO in Hearing Room 1. 
11/15/99 RESPONSE TO DATA REQ CONTAINED IN NOV $99 ORDER (JAMES MILLER BIG RIVERS) 
11/17/99 Order granting motion of Jackson Purchase Energy Corporation to intervene. 
11/24/99 Letter granting petition for conf. filed 11/15/99 by Big Rivers. 
11/29/99 Order rescheduling 12/6 hearing to 1/10/2000 
12/01/99 RESPONSE TO DATA REQ OF INFORMAL CONFERENCE ON NOV 23,99 (BIG RIVERS DAVID 

SPAINHOWARD) 
12/22/99 Order identifying the issues expected to be raised at the 1/10 hearing. 
0 1/04/00 Memorandum regarding conference of 11/23/99. 
01/05/00 RESPONSE TO ORDER OF DEC 22,99 (JAMES MILLER BIG RIVERS) 
01/06/00 RESPONSE TO ORDER OF DEC 22,99 WITH CONFIDENTIAL PETITION (JAMES MILLER BIG RIVERS) 
01/25/00 TRANSCRIPT FILED FOR HEARING ON JAN 10,2000 (CONNIE SEWELL COURT REPORTER) 
02/16/00 Letter granting petition for confidentiality filed 1/6/2000 by Big Rivers. 
02/25/00 Final Order approving proposed Rate Schedule 10 and Revised Rate Schedule 7. 
03/17/00 AFFIDAVITS OF PUBLICATION & TEAR SHEETS FOR HEARING NOTICES (JAMES MILLER BIG RIVERS) 
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Ronald M. Sullivan 

Jesse T. Mountjoy 

Frank Stainhack 

James M. Miller 

Michael A. Fiorella 

William R. Dexter 

Allen W. Holbrook 

R. Michael Sullivan 

P. Marcurn Willis 

Bryan R. Reynolds 

Mark G .  Luckett 

Anne H. Shelburne 

M O U N T  J OY, STAINBAC K@ MILLER P S C  

ATTORNEYS AT LAW 

March 15,2000 

Martin J. Huelsmann, Jr. 
Executive Director 
Public Service Commission of KY 
21 1 Sower Blvd., P.O. Box 615 
Frankfort, KY 40602-06 15 

Re: Big Rivers Electric Corporation's Purchase and Sales Tariffs for 
Cogenerators and Small Power Producers, PSC Case No. 99-354 
-and- 
The Tariff Filing of Big Rivers Electric 
Industrial Customer Rate Schedule, 

Dear Mr. Huelsmann: 

Enclosed are the affidavits of publication and tear sheets concerning the published 
notices of the hearing dates in the above-styled cases. A copy of this letter, without 
attachments, is being served by mail on each of the parties on the attached service list. 

Sincerely yours, 

x e s  M. Miller 

JMM/ej 
Enclosures 

cc: Service Lists 

Telephone (270) 926-4000 

Telecopier (270) 683-6694 

100 St An? Building 

PQ Box 727 

Owensboro, Kentucky 

42302-0727 



Service List 
Case No. 99-354 

Wells T. Lovett 
208 West Third Street 
Owensboro, KY 42303 

Michael C. Dotten 
Eric R. Todderud 
Heller Ehrman White & McAuliffe 
200 S. W. Market Street, Suite 1750 
Portland, OR 97201 

Counsel for Willamette Industries 

FrankN. King, Jr. 
Dorsey, King, Gray & Norment 
3 18 Second Street 
Henderson, KY 42420 

Counsel for Kenergy & Meade County RECC 



SERVICE LIST 
CASE NO. 99-360 

Frank N. King, Jr., Esq. 
Dorsey King Gray & Norment 
3 18 Second Street 
Henderson, Kentucky 42420 

Counsel for Kenergy and Meade County RECC 

W. David Denton, Esq. 
Denton & Keuler 
P.O. Box 929 
Paducah, KY 42002-0929 

Counsel for Jackson Purchase Energy Corporation 



AFFIDAVIT OF PUBLICATION 

Laurie White of Owensboro, Kentucky being first duly sworn, 
says that she is Credit Coordinator of the Owensboro Messenger-Inquirer, 
Inc. a newspaper printed and published in the State of Kentucky, 
County of Daviess, and that the advertisement is a true copy which 
has been published in the Messenger Inquirer on the following dates, 
viz: December 23rd, 1999. 

Laurie White 

Subscribed and sworn to before me, a Notary Public within and 
for the State and County aforesaid, by Laurie White to me 
personally known, this 31 st day of December, 1999. My commission 
expires the 28th day of February, 2001. 

Ella Mae Pezy & 
County of Daviess 
Notary Public State of Kentucky 
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IT OF PUBfrrcATION OF NOTICE 

Affiant, being first duly sworn, states as follows: 

1. Affiant 

ie a newspaper of general 

is published 

published in said newspaper on the 

Subscribed, Bworn to and 

on this Af day oE 

4 m J  4 4 .  
Notary Public, Ky. 
My commission expires: 

R e c i e v e d  T i m e  Decm14. 1 2 : 2 6 P M  
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Affiant, being first duly sworn, s t a t e s  as follows: 

1. Affiant is employed by , publisher 

of the newspaper &h C& , as its 

U 

2 .  &J,.~L- is a newspaper of general 

circulation within the  City of && . County o f  

W l j l J Z  , Commonwealth of Kentucky, and surrounding areas. I t  

is published u 
3 .  A notice, a true copy of which i s  attached hereto, was 

publiahed in eaid newspaper on 

Subscribed, sworn to and acknowledged before me by 

on this 33 day o f d & & w ~ h d  , 3.999. 

T h l Q J l * b  
Notary Public, Xy. State at Large 
MY commission expires: 11- - 0% 
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A Media General Newspaper 
Phone 502-259-9622 + Fax 502-259-5537 

Carol R. Bond + General Manager 

Carol R. Bond 
General Manager 

STATE OF KENTUCKY 
COUNTY OF GRAYSON 

I, Carol R. Bond, General Manager of the GRAYSON COUNTY 

NEWS-GAZETTE, newspaper of general circulation, published at Leitchfield, 

Kentucky, do solemnly swear that from my personal knowledge and references to the 
/ 

files of the said publication an advertisement for hdc I V@_bl I &kM,i’l Im , $ 
was inserted on S$ai back 

Carol R. Bond 
General Manager 

Subscribed and sworn before me this&% day o $ L . b  

. .  . .  
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Thursday, December 23,1999 - Grayson County News - Gazette - Page 29 
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3r 242-6117 nlgh 
(pd. 113). 4061. (275.20,23). 

1990 Mitsubishi Sigma: 
Body and interior good 
:ondition. Motor needs 
work. $1000. Call 259- 
1582. (ct. 12/23). 

hctory wheels, alloy, 
,[eel, rally. Worlds most 
:omplete inventory of 
1EM;wheels ship na- 
ionwide'. 1-800- 
IWHEELS Stock 
vheels (aid h6b cam) 
nly- buy, .sell.- _lr800- . 
1 9 4 - 3 3 5 7 .  
vww.ackelwhe$com. 
cn hi20.23). 

NO DOWN! Homes 
IO CREDIT. 
IEEDED! Gov't fore-" 
losures. Guaranteed 
pproval! 1-800-360- 
620, ext 8509. 
mhi.20.23). 

EMPLOYMENT OPPORTUNITY 
4 DAY WORK WEEK 

PAID BENEFITS 
COMPETITIVE PAY RATES 

Warehouse positions, full-time afternooi 
& evenings shifts, medium duty work, 4 daj 
work week, 3 days off with periodic man 
datory overtime. Blpictarts at $7.75 pel 
hr. after probatioe,%ou go to $S.OO/HR 
and after 30 days you qualify for insur 
ance. We offer company paid health, life 
dental, and disability insurance. At the enc 
of one year of full-time employment, you'n 
making $8.50/HR.---o after one year yoi 
can join our 401K7p.h and after qualify 
ing, get paid holidays, personal days, anc 
vacations. 

Apply in person Monday thru Friday 
8:OO a.m. - 3:OOp.m 

Miller & Hartrnan South, Hwy. 920 E. 
Salt River Rd., Leitchfield, Ky. 
An Equal Opporturlity Employer 

~~ 

NOTICE OF HEARING 
REGARDING BIG RIVERS 

ELECTRIC CORPORATION 
The public hearing previously scheduled 

for December 6, 1999 at 9:OO a.m. Eastern 
Standard Time, has been rescheduled for 
Monday, January 10, 2000 at 9:OO a.m., 
Eastern Standard Time, in Hearing Room 
1 of the Kentucky Public Service 
Commission's Offices at 730 Schenkel 
Lane, Frankfort, Kentuch, regarding Case 
No. 99-354, 'ffs for the pur- 
chase from and sale to qialifying facility 
cogenerators and small power producers 
served by-BigRivers Electric Corporation's 
member distribution cooperatives, and re- 
garding Case No. 99-3,P a change in Big 
Rivers Electric Corpor8'- ,;s existing Large 
Industrial Customer Rate Schedule and pro- 
posed Large Industrial Customer Expansion 
Rate Schedule. The Big Rivers Electric 
Corporation member distribution coopera- 
tives are: Jackson Purchase Energy Corpo- 
ration, Kenergy Corp.,'and Meade County 
Rural Electric Coooerative Cornoration. 

. , -. 



607 West Washington 
P.O. Box 439 

Primton, Kentucky 42445 
(502) 365-5588 

Notarized Proof Of Publication 

. _ _ -  - 

STATEOFKENTUCKY 

COUNTY OF CALDWELL 

Before me, a Notary Publi in and fa aid County and State, this Aa day of W 
19 99 , came John S. Hutcheson 111, personally known to me, who, being duly sworn, states as follows: 

That he is Editor and Publisher, of The Times Leader and that said publication of dates 

U U 

* '  , ~ .  . , F&d&* 
n S. Hutcheson Ill, Editor & Publisher 

My Commission expires: 6- /7-m 



Decemkr 22, 1999-THE TIMES LEADER-Princeton, Ky. 
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P a I S  Notice is hereby given that a public hearing will be held 
;C$I December 28, 1999, at the hour of 8:OO a.m., by the 
:Galdwell County Fiscal Court, in Caldwell County Circuit 
:courtroom, Caldwell County Courthouse, Princeton, 
;Kentucky, to consider the addition of one (1 )  road known 
as Weaver Lane, located in Magisterial District 2, the adqi- 
‘tion of one ( 1 )  road known as Haney Drive, located\ 
Magisterial District 2, unto the Caldwell County Road 
System and the removal of Crain Road, located in Magis- 
terial District 1, from the Caldwell County Road System. 
Public comments will be considered at this hearing. 

CALDWELL COUNTY FISCAL COURT 

NOTICE OF HE 
EGARDING BI 

ELECTRIC CORPBR 
The public hearing previously scheduled for 
Dec. 6, 1999, at 9 a.m. Eastern Standartr 
Time, has been rescheduled for Monday, 
Jan. IO, 2000, at 9 a.m., Eastern Standard 
Time, in Hearing Room 1 of the Kentucky 
Public Service Commission’s offices at 730 
Schenkel Lane, Frankfort, Kentucky, 
regarding Case No. 99-354, proposed tar- 
iffs for the purchase from and sale to quali- 
fying facility cogenerators and small power 
producers served by Big Rivers Electric: 
Corporation’s member distribution coopera- 
tives, and regarding Case No.:99-360, al 
change in Big Rivers Electric Corporation’s 
existing Large Industrial Customer Rate 
Schedule and proposed Large Industrial 
Sustomer Expansion Rate Schedule. The 
3ig Rivers Electric Corporation member 
Jistribution cooperatives are: Jackson 

hase Energy Corporation, Kener 

s a ~ e s ~ &  ..36562og DIANE GOODWIN ... Sdes Assoclate 365-7356 Sales AssoclatdAppralser. . 5 4 ~ 7 1 1 8  



THE COURIER JOURNAL and LOUISVILLE TIMES 
Incorporated 

STATE of KENTUCKY 
County of Jefferson 

Affidavit of Publication 

I, Judy Reece 
of THE COURIER-JOURNAL AND LOUISVILLE TIMES COMPANY, 
of The COURIER-JOURNAL, a newspaper of general circulation 
printed and published at Louisville, Kentucky, do solemnly swear 
that from my own personal knowledge, and reference to the files 
of said publication, the advertisement of 

publisher 

LEGAL 105 BIG RIVER ELECT 

was inserted in THE COURIER-JOURNAL as follows: 

9264000 

--_-_------ ---_------------- 
(Signatur &;-&!son making proof) 

Subscribed and sworn to before me this 28 day of December, 1999. 

My commission expires May 25, 200 

n (Notary Public) 

CElL008 0 



I 
01/06/00 THLi 1l:OS FAX 502 5 6 1  2976  STATE LOC.4L DEBT OFFICE 

0 0 c 

AFFIDAVIT OF PUBLICATIOi'i 

-- * \ \ 
I hereby ce , r t i fy  t h a t  I am -\- 

[name) cb.5.c- nGi, YL- c- 

a newspaper published i n  the Ci ty  o f  -\A6..-L~\ooc~ .a 

o f  t he-r -.,,e kLCO3+ L ? = . L N W  
( t i t l e )  

i) 

, County 

O f 3 c & V I - C I . C I - q . %  , Commonwealth of  Kentucky. I fur ther  

c e r t i f y  t h a t  the at tached Notice o f  Hearing i n  t h e  matter of 

- 3 C l x  *-CS E\---<* Cor- ,A - 
w a s  published i n  s a i d  newspaper on the 2 1  day of-(- , 1 9 9 3 .  

\b 

Subscribed and sworn t o  before me t h i s  the /d day o f  

MY conmi  ssion e x p i  res 6 - /bb?c jo~  





F a > ~ b  408 . .  \<ENtUCX7 AVE. - P.O. BOX2300 - PADUCAH. XENTUCXY 42002-230' (502)~43.1771 

AFfiDAVll  OF PUBLICATIGN 

STATE OF KEMUCKY 1 
1 ss 

COUNTY OF McCFlACKEN 1 
1 

1, JUDY GORDON , being Classified Advertising Manager of The 

Paducsh Sun, published In Paducah, Kentucky, hereby states !hat The Paducah Sun carried the 

advertisement of: NOT= OF HEARING REGARDING BIG RIVERS ELECTRIC CORPORATION 

Subscribed and sworn to before me by the Affiant named in \he afore-going Affidavit, baing 

personally known to me this 21ST day of DECEMBER , .2m. 





Affiant, being first duly aworn, s ta tes  as follows: 

I -~ .- 

- u q - ,  Commonwealth of Kentucky, and 6urrounding areas.  Ir 

-.. - ie published -\V, - . 
3 .  A notice. a t rue  copy of which ia attached here tg ,  was 

publf.she.5 in s a i d  newspaper on the J,.J day of \ L ) c w b c k ,  19119. 



FOR SALE OR RENT. 14x65. two bed- 
room or 14x70 three bedroom. S i  I "Service From Service Experts" 

I ffeating plumbing * Babysitting * Automotive Construction - Cleaninq 

Grove situated on about two acres 
667-2056or821-5105 (21.26-p 0 

NOTICE OF HMRING 
REGARDING BIG RIVERS 
ELECTRIC CORPORATION 

h e  Prblc nwnng prevlousfy xned- 
Lien Io: Dec 6 lW at 9 o m  Eastern 
Stondard Time. has been rescheduled 
for Mondoy Jan 10 2wo at 9 o m  
Eastern Standard lime. In Headrg 
Room 1 01 the Kentucky Public SeNlce 
Comminbn'l Officer at 730 Schenkel 
Lane. Frankfort. Kentucky. regording 
Case NO. 99-354. proposed torills lor 
the purchase from and sale to qual- 
ilying lactity co-generators ond mall 
Dower Droducers SeNed bv Bia Riven 
Electrc Corporation's mem6ef dr- 
tribution cooperatives and regarding 
Case NO. 99-360.0 change in Blg Riven 
Electric Corporalion's existlng Large In- 
dustrlol Customer Rote Schedule and 
proposed Large lndusfrlol Customer Ex- 
ponsion Rate Schedule. The Big Riven 
Electric Corporation member dir- 
tributlon cooperatives ore: Jackson Pur- 
chase Energy Corporation. Kenergy 
Corporation and Meade County Rural 
Electric Cooperative Corporotion. (It- 
25-C) 

~~ 

LEGAL NOTICE 
I. Madeline Henderson. Clerk of Cnt- 

tenden Countv Datnct Court Morion. 
Ky.. do certity'thot the following has 
filed notice of Final Senlement: Chorles 
Eugene Wllioms. executor with will on- 
nexed 01 Gene A. Damran. deceosed. 
Hon. Robert 8. Froze,. attorney. Marion. 
Kentucky. 

The loregoing Senlement is lo be 
heard at the regulor session Of Crit- 
tenden District Court on Jan 19. 2wO. 
All Denons havlno excePtlons to sold 
Settlements are to'ire same at once 

Modebne Hendefson. Clefk 
Cnffenden Od&t Court 

(It-254 

LEGAL NOnCE 
i. Madeline Henderson. Clerk of Crit- 

tenden County District Court. Marion. 
Kentuckv. do Certlhr that the followha 
has filed notice 'of .periodical a?- 
counting: 

Dovld and Rhonda Tindey. con- 
SeNator lor Rebecca Nlcole Tinsley 
whose address is 4296 lima White Rood, 
Morion. Kentucky. 42064 

The foregoing Semement is to be 
heard at the reaulor session 01 Crit- 
tenden District C&rt on Jan 12 2wO 
Ail persons hoving exceptions lo sold 
Senlements are lo lile same at once 

Mcdehe Hendenan Clerk . . . . .. -. . . , - . . 
Crittenden Dist&l Court 

Of-2S.c) 

LEGAL NOTICE 
Notlce is hereby ghen that on Dec. 

15. 1999 John Richard Faith of 1509 Ce- 
dar Grove Rd.. Salem. Ky.. 42078 was 
oppointed executor wllh will annexed 
01 Robed 8. Emley. deceased. whose 
address wcu 1207 Wlkon Farm Rd.. Mor- 
inn vu d % I  . , . . , . , _--. 

Alan C. Stout. onorney 
All penons having claims ogalnst 

said estate are herebv notilied to 
Present the same oropedv Droven ai  
requued by law to tha executor wlth 
Will onnexed on or before'the 2151 day. 
01 June 2000 and all claims not so 
Proven ond Presented bv that date 
sholl be forever barred. 

All penons indebted to the estate 01 
the 0bove.named decedent wl'i 
>lease call and Senle said debts im- 

~~ ~ 

FARMERS. LOGGERS. contractors. etc. MARION MiNiNG BOLT MACHINE SHOP RICH'S HEATING & COOLING - Electri. 
We hove oil. hvdroullc fluid and boner- Open to the public Mondoy-Friday. COI ond Applionce installation and re. 

IIeS, Doom TNCk & Cor SeNICe. 3000 Pads & shoft reoair. lothe and mill wok. oair Cnll Rich Ronvnlkn nt OA5AA5l 
Hlghway641. Call965-4470. (bffc) surface grlnde; heat treating and r e  i4i-lfci- 

build wok. 965-5217. (6-n~) 
HOLEMAN'S ELECTRICAL SERVICE - 

3Rr CONSTRUCTION - Relloble. Rea- FARM & CONSTRUCTION gasoline. die- homes. mobile homes For oil your elec- 
sonable. References. Buildings and Sel. 011. grease & hydraulic fluid. Call lricol repair call 965-4090 anytime or 
Home Improvements. 9655-3151 for delivery. Beoven Bros.. 301 853-8171 days (2t-25-p) 
Marion. Ky. (5MP65-9143. (18-W~) South Main. Marion. Kentucky. (41.n~) 

NATURAL & LP GAS SERVICE and in- 
IS YOUR BRICK OR ROCK CHIMNEY stallation. 40 veors experience. J.C. 

BACKHOE SERVICES Will do Septic foundation., sleos. etc. in need 01 re- Crockert 965.2682 01-2601 .. .. , ~ _  ~~~~ 

'tanb. field beds. sewef lines. water 
lines. bosements ond footen ond rep- 
tic tank pumping. Call Dimitd Croft of 
988-2748 (35.n~) 965-9846 (41-25-p) 

pair? I1 so call me for a free estimote. 
Sponky's Tuckpalntmg. 365.994 (41-25 NEED A ROOF? DON'T FUSS. CALL us 
p) TABOR'S ROOFING & CONSTRUCTION. 

IF INTERESTED IN beginning guitar le> 

LEGAL NOTICE 
I. Madeline Henderson. clea of crif- 

lenden County Distrlct Court. Marmn. 
KV.. do certlfy that the following has 
filed notice of periodical senlement: 

Denese Ann Keene. 185 Airport Rd.. 
Marian. KV.. 42064. guardian 01 Seth 
Dovld Brown Keene. a minor. 

The loregoing Senlement k lo be 
heard 01 the regulor seslon 01 Crit- 
tenden District Court on Jan. 19. 2m. 
All penons having exceptions to said 
Settlements are lo tile some at once, 

Modehe Hendenon. Clerk 
Criinenden OiMct Court 

ot-2521 

LEGAL NOTICE 
I. Madeline Henderson. Clerk 01 Crit- 

tenden County District Court. Marion. 
Kv.. to certify that the following hm 
filed notice of Finol Senlement. Thomos 
Michael Lewis. 1965 PakerSville Rd.. Ed- 
dvville. Ky.. 42038. administrator of the 
ertote of Lonnie M. Lewis. deceosed. 

The toregoing SeHlement is to be 
heard 01 the regulor setrion of Crit. 
ienden Dlstrlct Court on Jan. 19. 2oiy). 
All penons havlng exceptions to mid 
Setfiemenls ore lo lile same at once. 

TERRY CROFT 
Concrete Products 
8 Backhoe Services 
Installing Water L ines ,  

S e w e r  Lines,  Sept i c  Tank  
Sys tems  and Pumping 

Septic  Tanks  
We Also Manufacture: Concrete 
Septic Tanks, Water and Fecder 

Troughs and More 
For AN Your Needs 

Give Us A Call! 
SHOP - (270) 988-3313 
HOME - (270) Y88-3856 

Madetne Hendenon. Clerk 
c'"'enden D'"'ic'~ou" PELL GRANT MONEY Is now available 

(i'25d lor people who qualify for Cor-' 
metoloav Apprentice Instructor. and 

NOTICE OF Nail Tezhniciam. Call 667-5596 tor an 
CIRCUIT COURT CLERKS' EXAM appointment at Heads Beauty College 

The test required by Section 100 01 Providence while federd lunds a" , 
the Kentwkv Cnnditadinn $,,. availoble. (49-lfc) 
pr&.-co;; ~~7:' i .bz;d- &ll-&' ad. 
ministered Soturdoy. Jon. 15. 2000. in 
Davidson Holl at the University 01 Louis- 
viile. Slgn-In ir at 8 a.m. Easlem Ston- 
d a d  Time. No late arrivals will be ad- NNONAL COMPANY needs sales. , . 
mifled aner 8:20 a.m. Pre.reoirtmlion Person - manaaer lralner in VOW oren 

HELP WANTED 

for the exomin&" is req&ez,- To re- 
quest a pie-registration form (andlor 
study moteriols). you must call 502.852- 
3305. No one will be admitted to the 
test who hos not pre-registered: 011 pre- 
registration forms must be posfmorked 
no latei than Jan. 5.2020 (It-25-c) 

Great benefits"wi1h~ r&irem'e;;l Zg;, 
S35.000 450.wO. Call Perry Evans, I .  
800-4461289. ask for ext. 3606 

INSTALLERS NEEDED FOR SATELLITE IN- 
STALLATION. UP TO 525 AN HOUR. M M  
hove own truck and took, be am- 
bitious. and protcsuonal. If you meet 
these quoliflcolions. coll Dennis of 800- /Merry 

Christmas! 51 i-W89. 

Is Your Bank Ready for the New Millennium? 

f s l  yoiar Neighbors aud 3rieuds 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1999-360 
BIG RIVERS ELECTRIC CORPORATION 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission's Order in the above case was 
served upon the following by U.S. Mail on February 25,  

See attached parties of record. 

2 0 0 0 .  

%a* Fkeq 
Secretary of the Commission 

SB/hv 
Enclosure 



i 
Honorable David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY. 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 

Counsel for Big Rivers Electric 
100 St. Ann Building 
P.O. Box 727 
Owensboro, KY. 42302 0727 

Miller PSC 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
Counsel for Big Rivers Electric 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC. 20004 

Honorable Frank N. King, 
Dorsey, King, Gray & Norment 
Counsel for Kenergy and Meade County 

318 Second Street 
Henderson, KY. 42420 

RECC 

Honorable Vi. David Denton 
Counsel for Jackson Purchase Energy 
Denton & Keuler 
P. 0. Box 929 
Paducah, KY. 42002 0929 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

CASE NO. 99-360 
THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO REVISE 1 
THE LARGE INDUSTRIAL CUSTOMER 1 
RATE SCHEDULE ) 

O R D E R  

On August 27, 1999, Big Rivers Electric Corporation (“Big Rivers”) filed for 

approval of a new rate schedule (“Rate Schedule I O ” )  for direct serve customers of its 

three member cooperatives with new or expanded peak loads of 5 Megawatts (“MW) or 

greater. Rate Schedule I O ,  as proposed, would apply to any direct serve customer that 

initiated service after August 31, 1999 or expanded an existing load, in aggregate, by 5 

MW or greater above its peak load for the 12 months ending August 31, 1999. Big 

Rivers proposed to effectively “close” its existing tariff for such direct serve customers, 

Rate Schedule 7, so that only those customers whose loads do not exceed by 5 MW or 

more their peak load during the 12 months prior to September 1, 1999, would continue 

to be served thereunder. 

Big Rivers’ member cooperatives, Kenergy Corporation, Jackson Purchase 

Energy Corporation, and Meade County Rural Electric Cooperative Corporation, were 

granted leave to intervene herein. The three member cooperatives all expressed their 

support for the proposed tariff. All direct serve customers were notified of Big Rivers’ 

proposed Rate Schedule 10 but none chose to intervene or file comments. An informal 



conference was held in this proceeding on November 23, 1999, attended by Big Rivers, 

its three member cooperatives and Commission Staff. A formal hearing in this matter 

was held on January IO, 2000. 

BACKGROUND 

Since July of 1998, Big Rivers has obtained the power requirements necessary 

to meet the loads of its member cooperatives’ retail customers from two primary 

sources: a Power Purchase Agreement with LG&E Energy Marketing (“LEM”); and a 

contract with the Southeastern Power Administration (‘SEPA”). Collectively, these two 

power sources are referred to as “Base Power.” Under both sources, Big Rivers 

receives a specified, limited quantity of power which, as of 1998, was forecasted to 

meet its total system requirements for several years. While it was anticipated that 

additional power resources might be required to supply portions of these loads at some 

future point in time, Big Rivers and its member cooperatives intended to preserve the 

Base Power to serve the existing and foreseeable loads of its member cooperatives’ 

existing customers. 

The loads of Big Rivers’ member cooperatives have experienced greater growth 

than was anticipated when Big Rivers entered into the LEM agreement in July 1998. 

This growth has resulted in Big Rivers’ power supply requirements being forecasted to 

exceed its power supply resources within the next 2-3 years based on normal weather 

conditions and no new industrial loads. With the known load additions scheduled this 

year by existing industrial customers, a repeat of the hotter-than-normal 1999 

temperatures will create the potential that Big Rivers’ load could exceed its power 

supply during the summer of 2000. 
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DISCUSSION AND ANALYSIS 

Big Rivers is in a unique situation among the major electric utilities regulated by 

this Commission. It has recently emerged from bankruptcy and, as a cooperative, has 

no shareholders to absorb increased purchased power costs that are not recovered in 

rates. It is dependent upon two unaffiliated sources of power supply, both of which are 

limited in quantity. It began this power supply arrangement at approximately the same 

time that the wholesale power markets began to experience significant volatility in the 

pricing and availability of power, both short-term and long-term, due to shortages of 

power during peak times in the summer of 1998. For these reasons, Big Rivers has 

proposed to segregate its load into two components for rate-setting purposes. These 

special circumstances have caused the Commission to consider unique solutions that 

are applicable only to Big Rivers’ situation. Thus, the Commission’s decision in this 

proceeding is recognizing the unique circumstances faced by a single regulated electric 

utility, rather than establishing a precedent for all regulated electric utilities. 

Big Rivers and its member cooperatives desire to preserve the benefits of its 

Base Power for those customers and the associated loads for which those benefits 

were intended when it emerged from bankruptcy. Based on current and foreseeable 

short-term market conditions in the wholesale power markets, Big Rivers anticipates 

that any new sources of power supply will cost more than its Base Power which is 

already reflected in its existing “system average cost-based rates.” In order to preserve 

the price benefits of its Base Power for its existing customers, Big Rivers seeks to avoid 

filing a general rate case which would pass along the higher cost of a new source of 

power supply to all existing customers. 
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Big Rivers proposes to segregate its industrial load into two components. 

Existing industrial customers with expansions of less than 5 MW would continue to be 

served under the Rate Schedule 7. The proposed Rate Schedule 10 would be for new 

industrial loads, or expanded loads of existing industrial customers, of 5 MW or more. 

Rate Schedule 10 would reflect market-based rates that would be the product of new 

power supply arrangements negotiated by Big Rivers on behalf of those customer 

loads. Under this approach, any cost increase attributable to these new power supply 

arrangements would be charged to the new or expanded loads that are primarily 

responsible for increasing Big Rivers’ overall system load to a level greater than its total 

system power supply resources. 

Big Rivers’ proposal presents the Commission with a change in the manner in 

which increased costs incurred to serve load growth are reflected in rates. Historically, 

utilities have proposed, and the Commission has required, that the increased cost of 

new capacity constructed to serve load growth be added to the utility’s existing average 

cost, resulting in a higher system average cost that is spread among all customers. 

Typically, a utility not in Big Rivers’ financial position and with control of its own 

generating capacity would have ultimate control of how it would meet load growth and 

would not have the same concerns that Big Rivers has regarding the availability and 

price of additional power supply resources. 

However, the situation that Big Rivers faces does not include the circumstances 

that have been historically typical for either Big Rivers or this Commission. We have 

thoroughly investigated the proposed tariff and the issues related thereto and find that, 

in this instance, it should be approved on a temporary, pilot basis. The pilot will be 
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effective for a period of approximately three years, from the date of this Order until 

December 31, 2002. This time-frame is based on Big Rivers’ assessment of when the 

wholesale power market might be expected to change as a result of additional capacity 

anticipated to be added to the regional grid in the form of Exempt Wholesale 

Generators, or “merchant” plants that are under consideration by many companies. As 

a pilot, Big Rivers will be required to file periodic reports with the Commission to 

facilitate monitoring the impacts of the tariff as they materialize.‘ 

The Commission will review the pilot before the end of the trial period, and will 

require Big Rivers to submit an assessment report of the pilot six months prior to the 

end of the pilot. The assessment report should provide a detailed review of the first two 

years of the pilot phase of Rate Schedule I O .  In addition, if wholesale power market 

conditions change significantly during the pilot period, either Big Rivers or the 

Commission can initiate a proceeding to review the pilot tariff. 

One other issue that arose during the course of this proceeding was the concern 

that the customers served under Rate Schedule 10 might have a role in selecting their 

wholesale source of power supply. This is a matter of significant concern to the 

Commission, as Kentucky has not approved any form of electric restructuring or retail 

wheeling which would allow customers to choose their source of supply. Big Rivers 

represented, both through data responses and at the formal hearing, that it, and not the 

customers, would be ultimately responsible for the decisions to contract for power to 

’ As a supplement to its Annual Report, Big Rivers will file a schedule detailing all 
activity under Rate Schedule I O .  This schedule will show each customer served under 
Rate Schedule I O ,  the size of the load served, the source(s) of power used to serve that 
load, the cost of the power from each source, and the total revenues generated by Rate 
Schedule I O .  
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provide service to customers under Rate Schedule 10. Based on these 

representations, the Commission will approve this pilot tariff. 

IT IS THEREFORE ORDERED that: 

1. Big Rivers’ proposed Rate Schedule 10 and the Revised Rate Schedule 7 

are approved on a pilot basis and shall be effective for service rendered on and after the 

date of this Order. 

2. The pilot period shall run through December 31, 2002, unless terminated 

earlier by the Commission upon a finding of good cause. If the pilot continues through 

February 2002, Big Rivers shall file, no later than June 30, 2002, an assessment report 

of the first two years of the pilot. 

3. Big Rivers shall be under a continuing obligation to inform the Commission 

in a timely manner of any significant change in circumstances that would necessitate a 

review of the tariffs approved herein. 

4. The Commission shall review the pilot prior to June 30, 2002 upon a 

request by Big Rivers, a complaint, or the Commission’s own motion if future changes in 

the wholesale power markets indicate that the findings upon which this Order is based 

are no longer valid. 

Done at Frankfort, Kentucky, this 25th day of February, 2000. 

By the Commission 

ATTEST: 

Executive Eector 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

211 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

Ronald B. McCioud, ,dcretaw 
Public Protection and 

Regulation Cabinet 

Martin J. Huelsmann 
Executive Director 

Publlc Service Commission 

February 16,2000 

James M. Miller, Esq. 
Sullivan, Mountjoy, Stainback 
& Miller, P.S.C. 
100 St. Ann Building 
Post Office Box 727 
Owensboro, Kentucky 42302-0727 

RE: Big Rivers Electric Corporation 
Case No. 99-360 
Petition for Confidential Protection 

Dear Mr. Miller: .- 

The Commission has received the petition filed January 6,2000, on behalf of Big Rivers Electric 
Corporation to protect as confidential certain material contained in the Company's Response to 
the Commission's Issue List of December 22, 1999. A review of the information has determined 
that it is entitled to the protection requested on the grounds relied upon in the petition, and it will 
be withheld fiom public inspection. 

If the information becomes publicly available or no longer warrants confidential treatment, you 
are required- by 807 KAR 5:001, Section 7(9)(a) to inform the Commission so that the 
information may be placed in the public record. 

Sincerely, 

7 w m  Martin J. uelsmann 

Executive Director 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



Ronald M. Sullivan 

Jesse T. Mountjoy 

Frank Stainback 

James M. Miller 

Michael A. Fiorella 

William R. Dexter 

Allen W. Holbrook 

R. Michael Sullivan 

P. Marcum Willis 

Bryan R. Reynolds 

Mark G. Luckett 

Anne H. Shelourne 

Telephone (270) 926-4000 
Telecopicr (270) 683-6694 

100 St. Ann Building 

PO Box 727 

Owcnsboro, Kentucky 

42302-0727 

SULLIVAN, MOUNTJOY, STAINBACK & M I L L E R  P S C  

ATTORNEYS A T  L A W  

January 5,2000 

Ms. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane, P.O. Box 615 
Frankfort, Kentucky 4060 1 -06 1 5 

Re: Big Rivers Electric Corporation, Case No. 99-360 

Dear Ms. Helton: 

By order entered in this matter on December 22, 1999, the Commission, among other 
things, identified four issues that it expects Big Rivers Electric Corporation ("Big 
Rivers") to be prepared to address at the hearing on January 10,2000. In an effort to 
advance the hearing and the discussion of those issues, Big Rivers has prepared, and we 
enclose with this letter, written responses to each of the issues posed by the 
Commission. Because one of the responses includes proprietary business information, 
the responses are filed with a Petition for Confidential Treatment which is prepared and 
filed herewith in accordance with 807 KAR 5:00197. 

A copy of this letter and all attachments, including the Petition for Confidential 
Treatment, have been served on the parties identified on the attached service list. 

JMM/ej 

Enclosures 

cc: Service List 



SERVICE LIST 
CASE NO. 99-360 

Frank N. King, Jr., Esq. 
Dorsey King Gray & Norment 
3 18 Second Street 
Henderson, Kentucky 42420 

Counsel for Kenergy and Meade County RECC 

W. David Denton, Esq. 
Denton & Keuler 
P.O. Box 929 
Paducah, KY 42002-0929 

Counsel for Jackson Purchase Energy Corporation 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of 

The Tariff Filing of Big Rivers Electric 1 
Corporation to Revise the Large Industrial 1 Case No. 99-360 
Customer Rate Schedule ) 

PETITION OF 
BIG RIVERS ELECTRIC CORPORATION 

FOR CONFIDENTIAL TREATMENT 

Pursuant to 807 K.A.R. 5:OOl 97, Big Rivers Electric Corporation (“Big Rivers“) 

respectfully petitions the Kentucky Public Service Commission (“Commission”) to 

classify and protect as confidential certain material (the “Confidential Information”) 

contained in the Response of Big Rivers to the Commission’s Issue List of December 22, 

1999, which has been filed with the Commission by Big Rivers in redacted form on 

January 6,2000. In further support of this petition, Big Rivers states: 

1. 

falls within a category of commercial information “generally recognized as confidential 

or proprietary, which if openly disclosed would permit an unfair commercial advantage to 

competitors of Big Rivers.” KRS 61.878(1)(~)1. 

2. If and to the extent that any of the Confidential Information becomes generally 

available to the public Big Rivers will notify the Commission and have its confidential 

status removed. 807 K.A.R. 5:001, 97(9)(a). 

3. 

Confidential Information highlighted with transparent ink, and ten (1 0) copies of the 

The Confidential Information, for which Big Rivers seeks confidential treatment, 

One (1) copy of the response containing the Confidential Information, with the 
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response with the Confidential Information redacted, are attached to this petition. 807 

K.A.R. 5:OOl $7 (2)(a)2 and (2)(b). 

4. 

regarding the negotiations that Big Rivers and one of its member distribution 

cooperatives have engaged in with a potential industrial customer. In order to commence 

those negotiations, Big Rivers and its member distribution cooperative were required to 

enter into confidentiality agreements which require that the information about the 

negotiations, including the identity of the potential customer, be maintained as 

confidential. The Confidential Information is, however, directly responsive to questions 

raised by the Commission, and must be disclosed to the Commission in the Response and 

at the hearing on January 10,2000, for the Commission to make an informed decision 

about the tariff proposed byBig Rivers. The public disclosure of this information, in 

addition to damaging the relationship of Big Rivers with the potential customer and its 

distribution cooperative member, would provide Big Rivers’ competitor, the utility 

currently serving the customer, with an unfair advantage by providing to it information 

about confidential business negotiations between Big Rivers and one of its customers. 

Big Rivers operates in an increasingly competitive marketplace, and the public disclosure 

of sensitive commercial information would place it at a severe competitive disadvantage. 

The material for which Big Rivers is seeking confidential treatment is not 

generally known outside of Big Rivers, and is not disseminated within Big Rivers except 

to those employees and professionals with a legitimate business need to know and act 

upon the information. 

The Confidential Information contains sensitive commercial information 

6. 
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WHEREFORE, Big Rivers respectfully requests that the Commission classify and 

protect as confidential the Confidential Information filed with this petition, on this the 5th 

day of January, 2000. 

SULLIVAN, MOUNTJOY, STAINBACK 
& MILLER, P.S.C. 

c 

100 St. Ann Building, P. 0. Box 727 
Owensboro, Kentucky 42302-0727 
(502) 926-4000 

LONG ALDRIDGE & NORMAN LLP 
Douglas L. Beresford 
George F. "Geof" Hobday, Jr. 
70 1 Pennsylvania Avenue, N. W. 
Suite 600 
Washington, D.C. 20004 
(202) 624-1200 

Attorneys for Big Rivers Electric 
Corporation 
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COMMONWEALTH OF KENTUCKY 
BEFORE THE 

PUBLIC SERVICE COMMISSION OF KENTUCKY 

BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 

ISSUES LIST OF 
DECEMBER 22,1999 

F 

In the Matter of: 

The Tariff Filing of Big Rivers Electric ) 

Customer Rate Schedule 1 
Corporation to Revise the Large Industrial ) Case No. 99-360 

- 

Items 1-4 

January 5,2000 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 
ISSUE LIST OF DECEMBER 22,1999 

CASE NO. 99-360 

Item 1) 

reasons for the changes in Big Rivers’ forecast for industrial load growth since 1997; (2) the 

nature of the new customers that are considering locating in the service territories of Big Rivers’ 

member cooperatives or that have expressed an interest in being served by Big Rivers; and (3) 

the time-table Big Rivers believes it should attempt to meet in order to be able to serve these 

loads. 

The specific reasons for the proposed tariffs, including but not limited to: (1) the 

Res p o n s e) 

Big Rivers’ principal obligation under its member wholesale power contracts is to 

provide its members’ power requirements in the amounts required at the best rates possible. Big 

Rivers no longer operates generating stations or owns generating reserves that can be managed to 

provide the power supply to meet those obligations; it must now meet those obligations by 

managing contractual rights to power. If Big Rivers is to prudently and successfully perform 

those tasks, it requires the same flexibility in managing power contracts that it had in managing 

its power resources before it entered into the lease with the LG&E Entities. The proposed large 

industrial tariff is a response to that need which was prompted by several circumstances. 

A. LOAD-SWITCHING CUSTOMER GROWTH 

Rate Schedule 10 is required by Big Rivers as a critical business tool to manage 

the immediate business risks to Big Rivers and its members created by the prospect that 

Item 1 
Page 1 o f 8  
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“Incremental” pricing is an element of Rate Schedule 10 that enables Big Rivers 

to control the price risk to Big Rivers and its members associated with these potential load- 

switching customers, who could require Big Rivers to immediately purchase power from a third 

party to market prices to meet their demand. “Rolled in” pricing (i.e., average system cost) has 

historically worked well for typical industrial expansion because there is generally an 18 to 24 

month lead time for the new customer to plan and build a new industrial facility. During that 

time a contract can be negotiated and the new customer’s needs can be incorporated into the 

utility’s resource planning. In this case, the timing is very different, and may be almost 

immediate. Big Rivers does not know the size, duration, firmness or other characteristics of the 

load to be served if called upon by the load-switching customers. Factors such as load size, load 

factor, term, market volatility, capacity reservation costs, risk management, and potential for 

back-up power make these loads unpredictable. Big Rivers’ preference is to provide for new and 

espanded loads with a special contract. Rate Schedule 10 will give Big Rivers the necessary 

negotiating ability and flexibility to reach agreements with these unpredictable industrial users. 

Thus, Big Rivers needs a tariff in place immediately for these load-switching customers. 

Another difference which justifies a departure from “rolled in” pricing is that 

these load-switching customers do not constitute true economic expansion. Typical industrial 

expansion involves increased employment, as well as secondary effects such as residential and 

commercial load growth in a utility’s service territory. These secondary effects mitigate the rate 

increase impact by providing increased load over which the cost increase can be spread. In this 

instance of load-switching customers, there are no secondary load growth effects. These effects 

Item 1 
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have already been realized. As a result, existing customers subsidize the windfall benefit 

realized by those customers that switch. The load-switching customers, by contrast, are not 

increasing employment, or residential or commercial development, but are merely switching 

from one utility supplier to another. 

The large size of these load-switching customers has also prompted Big Rivers to 

seek approval of its proposed Rate Schedule 10 tariff at this time. Big fivers may be called upon 

to serve extremely large loads which will exceed Big Rivers’ resources as early as the middle of 

next year. The 1997 Power Requirements Study showed that Big Rivers will be 56 MW short in 

the year 2000 if such load switching occurs (Attachment 1 hereto). Big Rivers’ 1999 Power 

Requirements Study (PRS) (Attachment 2 hereto) shows that Big Rivers will be 

at peak times in the year 2000 if one 125 MW load switches to the Big Rivers system. Even if 

Big Rivers realizes an added capacity supply as a result of the negotiations with Willamette 

Industries, Inc., regarding its proposed cogeneration facility, Big Rivers will still have 

insufficient supplies to meet its requirements under all contingencies. In any event, Big Rivers’ 

normal load growth will consume its surplus power by 2003 or 2004 with no reserves to meet 

extreme weather situations. Extreme weather situations or anticipated growth could consume 

Big Rivers’ load by summer 2000. Big Rivers is attempting to put this tariff in place prior to 

summer 2000 because of potential load switching customers, new customers and expanding 

customers to give Big Rivers a potent tool to protect itself, its members and its members’ 

existing customers from the risks of such unanticipated and unpredictable growth. 

by 92 MW 

It is important to note that the assumptions underlying the Power Requirements 

Study have not changed significantly. The change is the sudden realization by both Big Rivers 

and its members that these large industrial customers may have an option to switch their sources 

of supply suddenly and with dramatic resulting impact. To the extent that Big Rivers’ forecasts 

for industrial load growth have changed, they have changed because of the strong national 

economy and new (non-load-switching) industrial loads becoming interested in Big Rivers’ low 

Item 1 
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rates. These two factors prompted Big Rivers to revise its Power Requirement Study slightly to 

reflect some industrial load growth, none of which was reflected in the 1997 PRS. 

Because of the difference from typical industrial expansion in the timing of 

immediately serving these load-switching customers, because of the lack of real economic 

expansion resulting from such load switching, and because of the size of these potential load- 

switching customers, it is Big Rivers' conviction that it needs to have a tariff on file which will 

enable it to manage business risks to itself and its members by serving load-switching customers 

at Big Rivers' incremental cost of securing additional power. Big Rivers fully intends to 

negotiate with these load-switching customers to enter into special contracts; however, Big 

Rivers needs a tariff in place to provide it with negotiating leverage. Without this flexibility, Big 

Rivers could potentially be forced to supply, in very short order, large amounts of power to 

industrial customers which provide no economic expansion benefits to the rest of the customers 

on its system. Big Rivers currently has no tariff under which to recover sudden and significant 

costs due to load-switching customers, and no tariff which even requires negotiation of a contract 

for the supply of power for such customers. 

- 

Moreover, as discussed in the cover letter attached to Rate Schedule 10: and as set 

forth more fully in response to the other issues herein, the load-switching customers were not 

parties to, and did not participate in, the restructuring of Big Rivers that resulted from Big 

Rivers' Chapter 1 1  filing. The load-switching customers do not have the same reasonable 

expectation of continued low electric prices which the customers currently served through Big 

Rivers' distribution cooperatives have. 

B. EXPANDED INDUSTRIAL LOAD 

Another important reason for the proposed tariff is the need to serve significant 

industrial expansion loads which Big Rivers had not been apprised of when it performed its 1997 

Item 1 
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Power Requirements Study. Projected large industrial expansion of 26 MW, plus other rural and 

coniercial load growth in Big Rivers’ members’ service territories, have already required Big 

Rivers to revise its Power Requirement Study for 1999 to reflect only a 33 MW cushion over 

peak load in the year 2000. Under the existing tariff, Big Rivers would be required to serve any 

expanded load without requiring an expanding industrial user to enter into a special contract and 

without Big Rivers’ ability to recoup hll costs required to serve that expanded load when it is 

forced to purchase power on the market, potentially at a much higher price . 

Because Big Rivers will be required to make market purchases to meet 

significantly expanded industrial load requirements, it is imperative that Big Rivers enter into 

contractual agreements with industrial users specifjhg such things as the quantity of power 

needed, the quality of power required, and the length of time service will be required to meet the 

expanded industrial load. Without the necessity for Big Rivers to purchase market power (i.e.> if 

Big Rivers could supply expanded industrial load with its own generation or power supply 

contracts), there would be no need for Rate Schedule 10. With the need for market purchases, 

Rate Schedule 10 is essential. 

Prior to Big Rivers’ restructuring, there was significant surplus power on Big 

Rivers’ system. The advent of significant expanded industrial load at that time would have been 

a benefit to Big Rivers and its members. Because Big Rivers will be required to purchase power 

from the market in order to serve significant expanded industrial load, serving such a load is now 

a challenge, rather than a benefit. If Big Rivers is required to serve significant expanded 

industrial load at ”rolled in” pricing, rather than “incremental” pricing, Big Rivers will 

potentially be forced to file a new rate case every time it serves a new or expanded industrial 

load. Big Rivers believes that this is an untenable result, and that the existing customers should 

not be at risk to bear this burden. 

Big Rivers hopes that Rate Schedule 10 will cause customers to negotiate the 
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terms of service for new and expanded industrial load. The result of such negotiation may be a 

mix of market and current resource power, at least for some period of time. Big Rivers’ 

management should have the flexibility and discretion to exercise its business judgment to craft 

the sources of power necessary to meet new and expanded load. Of course, each such special 

contract, and each amendment to the distribution cooperative wholesale contract with Big Rivers 

as may be required by the special contract, will be subject to Commission review and approval. 

Rate Schedule 10 is essentially a default position. In most cases, negotiations will 

take place with new and expanded load and it will be feasible to build in some existing system 

power, as long as it is available to Big Rivers. Without Rate Schedule 10, Big Rivers must resort 

to filing rate cases and upsetting the expectation of more rate certainty as a result of the 

restructuring. In addition, its managerial discretion will be limited and it will not have sufficient 

leverage to negotiate with new and expanded industrial loads. 

Witnesses) Bill Blackbum and Jack Gaines 
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2005 

2006 

2007 

2008 

2009 

2010 

201 1 

2012 

2013 

2014 

2015 

ATTACHMENT 1 

775 750 25 

775 763 12 

775 775 0 

775 803 -28 

775 817 -42 

775 830 -55 

895 844 51 

978 858 120 

978 884 94 

978 898 so 
978 913 65 

I See November 15, 1999, Response to Commission's Request for Information of 
November 5, 1999, Item 10. 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 

ISSUE LIST DECEMBER 22,1999 

CASE NO. 99-360 

Item 2) 

industrial loads at market-based rates, as described in proposed Rate Schedule 10, as opposed to 

issuing a Request for Proposal for a long-term firm power supply that would be part of Big 

Rivers’ total power supply portfolio and become another component of the system-average rates 

charged to Big Rivers’ member cooperatives. 

The reasons Big Rivers believes it is more prudent, at this time, to serve new 

Response) 

issue and has concluded that, under the particular circumstances facing Big Rivers, an 

incremental pricing tariff is more appropriate. As noted in the comments to Item 1, this 

conclusion is based upon (1) the immediate prospect of serving load-switching customers, (2) the 

potential size of the load-switching customer(s), (3) the economic benefit (or lack thereof) of 

serving new or expanded loads to Big Rivers’ current customers, (4) the reasonable expectation 

of Big Rivers’ current customers of the continuity of the restructured rates approved by the 

Commission, and ( 5 )  the practical difficulties of sufficiently anticipating the size, timing and 

characteristics of new or expanded loads which would reasonably permit Big Rivers to issue a 

Request for Proposal for a long-term firm power supply that would be part of Big Rivers’ total 

power supply portfolio and become another component of the system-average rates charged to 

Big Rivers’ member cooperatives. These factors are considered to be reasonable factors of legal 

significance in rate making, as discussed more fully in the attached legal memorandum. 

Big Rivers has carefully considered the “rolled in” versus “incremental” pricing 

Apart from the reasonable business judgment and prudence which Big Rivers 

believes it has exercised in making its request for incrementa1,pricing to the Commission, Big 

Rivers has examined the legal ramifications of such a request. Our counsel has advised Big 

Rivers that there is no known impediment under Kentucky law, or otherwise, to an incremental 
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pricing tariff and that, in fact, the particular circumstances faced by Big Rivers justify a 

“temporal” class of customer for sales for resale. A legal memorandum addressing the 

incremental pricing issue is attached hereto. 

Incremental pricing is a prudent utility practice for serving unpredictable and 

potentially large load additions, particularly where a utility does not have the ability to serve such 

load out of its generation or purchase power agreements. Rolled in pricing is a prudent strategy 

for serving predictable and slower-growing rural loads. The decision of how to meet a utility‘s 

load growth at the lowest reasonable cost should be left, in the first instance, to the business 

judgment of the utility’s management. 

Under current market conditions, Big Rivers’ management has made the business 

judgment that in order to price power to new and expanded loads at the lowest reasonable cost it 

must match new and expanded purchases to specific market supplies. First, based upon its 

experience in the market, Big Rivers knows that power generally trades in blocks of at least 25 

MW. Mixing and matching resources allows Big Rivers to plan best for meeting those loads 

through market purchases. Second, Big Rivers does not want to be in the situation of purchasing 

50 MW in anticipation of a need under Schedule 7 (which does not require a contract) when it 

will need, as it turns out, only 5 MW. Big Rivers does not want to pay, nor require its customers 

to pay, for power that is not going to be used. Finally, the Commission suggests in this Item that 

Big Rivers solve its resource needs by issuing “a Request for Proposal for a long-term firm 

power supply that would be part of Big Rivers’ total power supply portfolio and become another 

component of the system-average rates charged to Big Rivers’ member cooperatives.” Big 

Rivers has learned, through its experience and extensive discussions with marketers, that it is a 

market impracticability to contract with a third party supplier to supply an indeterminate load 

requirement, Big Rivers may face. Moreover, the market reality is that power marketers are 

pricing power to reflect the perceived risk of having to serve load during summer “blow out‘’ 

periods, which drives up the cost of future market purchases significantly. Under current market 
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conditions, issuing a request for proposal for long-term firm power supply that would be part of 

Big Rivers’ total power supply portfolio would be impractical, not prudent, and inconsistent with 

the principle of providing service at the lowest reasonable price. 

As stated elsewhere in this response, however, Big Rivers fully intends to 

negotiate with any new or expanded load to execute a special contract based upon (1) the 

industrial users’ individual needs, (2) the resources available to Big Rivers at the time, and (3) 

the benefits or burdens such a special contract would impose on current customers. 

Witness) Bill Blackbum and Jack Gaines 
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ATTORNEYS AT LAW 
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MEMORANDUM 

TO: David A. Spainhoward 
James M. Miller 

FROAI: Douglas L. Beresford 
George F. Hobday, Jr. 
Rusty Wood 

D;\I‘E: December 20, 1999 

RE: Incremental Pricing for New Industrial Load 

1. BACKGROUND 

Big Rivers Electric Corporation (Big Rivers) currently provides power to its three member 
distribution cooperatives pursuant to a rate design approved by the Bankruptcy Court and the 
Kentucky Public Service Commission (KPSC). Under the current rate design, the rates for power 
purchased by Big Rivers at wholesale flow directly through to the member cooperatives and form 
the basis for each member’s retail rates. At present, Big fivers purchases the majority of its power 
at wholesale from LG&E Energy Marketing (LEM) under a July 15, 199s power purchase 
agreement, approved as part of the bankruptcy reorganization plan, and from the Southeastern Power 
Administration (SEPA). Both contracts are fixed-rate contracts with limited provisions for rate 
adjustments and quantity variations. Big Rivers’ member cooperatives were parties to the 
proceedings approving both the rate design and the power purchase agreement with LEM. The 
current rate design reflects a compromise between Big Rivers and its member cooperatives during 
the bankruptcy proceedings where, in return for sacrificing considerable autonomy, Big Rivers’ 
member cooperatives obtained for their retail customers the benefit of a competitive rate for 
wholesale power and the cost certainty of two long-term fixed-rate contracts. 
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Due in part to the competitive rates that Big Rivers’ member cooperatives are now able to 
offer their retail customers, several large industrial users, who have access to alternative sources of 
energy, are considering switching their loads to the member cooperatives’ native systems. These 
large load-switching customers would not provide any significant economic benefit to Big Rivers’ 
service territory and could load switch without providing Big Rivers with traditional planning lead 
time. This, combined with projected load growth, threatens to outstrip Big Rivers’ energy and 
capacity entitlements under the power purchase agreements with LEM and SEPA. In order to serve 
these new load-switching customers, Big Rivers will be required to purchase power on the wholesale 
market at the prevailing market price -- one that may be substantially higher than under its existing 
fixed-rate contracts. Big Rivers has proposed to implement a new rate design for new and 
expanding industrial customers whereby it will reserve the energy and capacity under its existing 
contracts for current customers and modest projected load growth, and it will charge new and 
significantly expanded industrial customers at an incremental rate based in part on the cost of 
obtaining power on the wholesale market. 

This memorandum discusses Kentucky law and persuasive precedent from other rate-making 
authorities in support of the justness and reasonableness of incremental rates and whether the 
proposed rate design discriminates unreasonably between new and existing customers. This 
memorandum concludes that the proposed incremental rate design is not only permissible under 
Kentucky law, but strikes the best balance between the interests of new and existing loads and 
preserves the benefit of the bargain struck by Big Rivers and its member cooperatives in the 
bankruptcy proceedings. 

11. CONCLUSION 

While the proposed incremental rate design varies from Big Rivers’ traditional “rolled in“ 
pricing approach to rate making, it is nonetheless permissible under Kentucky law and supported by 
persuasive authority from other rate-making authorities. Although the proposed rate design treats 
different classes of retail customers differently, the differences in treatment are based on reasonable 
differences in the timing, character and nature of the service those customers receive. Further, to 
charge both new and existing customers under the same cost-of-service rates would discriminate 
impermissibly against existing customers and upset the settled expectations of the parties to the 
bankruptcy reorganization plan. 

111. DISCUSSION OF AUTHORITY 

A. The Kentucky Law of Rate Making 

1. Statutory Authority 
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. I  

Under Kentucky law, the KPSC sets rates for electric service pursuant to Chapter 278 of the 
Kentucky Revised Statutes. Similar to Section 205 of the Federal Power Act (FPA),’ Section 
278.030( 1) provides: 

Every utility may demand, collect, and receive fair, just and reasonable rates for the 
services rendered or to be rendered by it to any person.* 

Obviously, this does not require that rates be uniform. Section 278.030(3) elaborates on this 
standard, stating: 

Every utility may employ in the conduct of its business suitable and reasonable 
classifications of its service, patrons and rates. The classifications may, in any proper 
case, take into account the nature of the use, the quality used, the quantity used, the 
time when used, the purpose for which used, and any other reasonable c~nsideration.~ 

In determining whether rates are just and reasonable, the KPSC employs the balancing of 
interests approach employed by the Federal Energy Regulatory Commission (FERC, formerly the 
Federal Power Commission) and articulated in Federal Power Commission v. Hope Natural Gas 
Co.‘ and Permian Basin Area Rate Cases, 390 U.S. 747 (1968).’ Under this approach, “it is the 
result reached not the method employed which is controlling. . . . It  is not theory but the impact of 
the rate order which counts.”6 Thus, under Kentucky law, there is no single acceptable rate 
methodology which will produce rates that are fair, just and reasonable.’ 

In addition to requiring that rates be “fair, just and reasonable,” Kentucky law, like the FPA, 
provides a second level of analysis, requiring that rates not be unreasonably discriminatory. Section 
278.170( 1) provides: 

’ 16 U.S.C.A. 

‘KRS 4 278.030( 1). 

’KRS $ 278.030(3). 

“FPC v. Hope Natural Gas Co. , 320 U.S. 59 1 (1 944). 

‘Permian Basin Area Rate Cases, 390 U.S. 747 (1968). 

6Hope Natural Gas Co., 320 U.S. at 602-03. 

See, e.g., National Southwire Aluminum Co. v. Big Rivers.EIec. Corp.: 785 S.W.2d 503 (Ky. 

824d(b) (West 1999). 

7 

App. 1990)(holding that the KPSC is not required to incorporate the ’:used and useful” test in 
setting rates and may instead set rates based on the revenues required by the utility to honor its 
debt service obligations). 
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No utility shall, as to rates or service, give any unreasonable preference or advantage 
to any person or subject any person to any unreasonable prejudice or disadvantage, 
or establish or maintain any unreasonable difference between localities or between 
classes of service for doing a like and contemporaneous service under the same or 
substantially the same conditions.’ 

2. Case Law Authority 

In applying the standards set forth above, the Kentucky courts have held that utilities may 
draw reasonable classifications in setting rates for different customers, or classes of customers, based 
on such factors as the location, amount of consumption, and other material conditions which 
distinguish them from one another. For example, in Louisville & Jefferson County Metropolitan 
Sewer District v. Joseph E. Seagram & Sons, I ~ c . , ~  the Kentucky Court of Appeals permitted a 
municipal water utility to charge fifty percent higher rates to customers located outside of the city 
limits than those located within the city limits. In holding that the proposed rate was fair, just and 
reasonable, the court reasoned that “a distinction may be made between different customers or 
classes of customers on account of location, amount of consumption, or other such material 
conditions which distinguish them from each other or from other classes.”io 

Similarly, in iMarshal1 County v. South Central Bell Telephone Co. , I i  the Kentucky Court of 
Appeals, applying KRS $ 278.170, reversed an order ofthe KPSC which required a telephone utility 
to provide local area calling service to residents to a second economic center without a 
corresponding increase in rates. The court ruled that South Central’s practice of assessing a toll on 
telephone calls by those customers located in Marshall County and the City of Benton to areas 
outside of their local territory was not an unreasonable classification where other areas were 
provided with local access to only one economic center. The court reasoned that, while the KPSC 
does have the authority to order a utility to provide an advanced quality of service to a specific area 
if the utility is spreading the cost of the advanced quality of service system-wide, South Central was 

‘KRS $ 278.170( 1). Compare 16 U.S.C.A. $ 824d(b) (West 1999), which requires: 

No public utility shall . . . (1) make or grant any undue preference or advantage to 
any person or subject any person to any undue prejudice or disadvantage, or (2) 
maintain any unreasonable difference in rates, charges, service, facilities, or in any 
other respect, either as between localities or as between classes of service. 

k l .  

‘Old. at 126. 

“519 S.W.2d 616 (Ky. App. 1975). 
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not doing so. Further, the court explained that South Central may maintain reasonable classifications 
“between localities or between classes of service for doing a like and contemporaneous service under 
the same or substantially the same conditions” and thus may charge for additional extended area 
calling service.’’ 

Finally, in National Southwire Aluminum Co. v. Big Rivers Elec. Corp.,I3 the Court of 
Appeals held that Section 278.170 permitted Big Rivers to charge aluminum smelters a variable rate 
for power based on fluctuating world aluminum prices. The court reasoned that the classification 
was sound because the smelters purchased power in large quantities and thus must help Big Rwers 
to pay for the generation plant which enabled the cooperative to make such large amounts of power 
available on demand.I4 

While neither the KPSC nor the courts have addressed the justness and reasonableness of 
incremental rates in the sale of power, the KPSC has expressed willingness to consider incremental 
rates in the context of water utilities. In In re: Application of Winchester Municipal Utilities for. 
Approval of the Collection of System Development Charges, Case No. 96-616 (October 3, 1997), the 
KPSC considered a proposal by Winchester Municipal Utilities to assess what it termed System 
Development Charges (SDCs) to recover the cost of erecting additional water or wastewater facilities 
necessitated by a request for service by a new customer. Although the KPSC held that the particular 
SDC proposed to be charged was not authorized by the Winchester City Conunission, it did state that 
“the Commission finds that the concept of SDCs merits further attention” and resolved to initiate 
administrative proceedings to study the issue. 

B. The FERC’s Approach to Incremental Rates and Undue Discrimination 

Because Big Rivers is a generation and transmission cooperative with loans outstanding to 
the Rural Utilities Service, it is not regulated as a public utility by the FERC, the agency entrusted 
\i.ith administering the FPA.’’ Accordingly, Big Rivers’ wholesale rates to its member cooperatives 
are not subject to FERC jurisdiction and are not required to comply with the FPA’s prohibition on 
undue discrimination. Nonetheless, because Kentucky law is similar to the FPA, the FERC’s 
treatment of incremental rates and discrimination should provide a useful guide for examining rate 
issues. 

“Id. at 619. 

”785 S.W.2d 503 (Ky. App. 1990). 

“Id. at 5 13- 14. 

“See Dairyland Power Cooperutive, 37 FPC 12 (1967), a f d  sub nom. Salt River Project Agr. 
Disr. v. FPC, 391 F.2d 470 (D.C. Cir.), cert. denied, 393 U.S. 857 (1968). 
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FPA Section 205(b) provides as follows: 

(b) Preference or advantage unlawful 

No public utility shall, with respect to any transmission or sale subject to the 
jurisdiction of the Commission, (1) make or grant any undue preference or advantage 
to any person or subject any person to any undue prejudice or disadvantage, or (2) 
maintain any unreasonable difference in rates, charges, service, facilities, or in any 
other respect, either as between localities or as between classes of service.I6 

Like its Kentucky counterpart, the FPA neither requires that rates be uniform nor prohibits utilities 
from employing reasonable classifications between localities or classes of customers. As the United 
States Court of Appeals for the D.C. Circuit opined: 

We recognize that, even under a purely cost-based scheme, absolute equivalence of 
overall rates of return among similar customer groups is little more than an ideal. It 
would no doubt be impossible, even if desirable, to formulate a rate scheme with 
such precision that each customer -- or even customer group -- is made to bear the 
exact cost of the service he received. Furthermore, Congress, through section 205(b), 
has not required absolute uniformity. The section proscribes only “any unreasonable 
difference in rates” and any “undue preference or advantage.”” 

Also like its Kentucky counterpart, the FPA provides for a two-step inquiry: 1)  whether rates are just 
and reasonable; and 2) whether there exists any unreasonable discrimination.” 

The FERC and the courts have recognized repeatedly that it is necessary for utilities to group 
customers into classes so long as such classes correspond to similar services characteristics, 
especially where the classifications reflect cost-based differences in service. For example, in Cities 
of Bethany, Bushnell, Cairo, et al. v. FERC,19 the D.C. Circuit explained: 

While classification of customers based on individual characteristics might produce 
more finely adjusted rates and more scientific results, FERC may properly grant the 
utilities reasonable latitude in setting rate classifications based on general 
characteristics of customer groups. As this court noted in Alabama Electric 

1616 U.S.C.A. $ 824d(b) (West 1999). 

“Alabama Elec. Cooperative, Inc. v. FERC, 684 F.2d 20,28 (D.C. Cir. 1984). 

”See PublicService Co. oflndiana, Znc. v. FERC, 575 F.2d 1204, 121 1-12 (7Ih Cir. 1978). 

19727 F.2d 113 1 (D.C. Cir. 1984). 
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Cooperative, Inc. v. FERC, ratemaking is less a science than it is an art. Substantial 
deference must be given to the FERC’s judgment on the reasonableness of particular 
customer categories. Reviewing courts have upheld FERC’s approval of separate 
customer categories when those categories reflect general characteristics of customer 
classes with cost of service implications.” 

Such classifications need not, however, be based exclusively on cost of service differences.” Even 
where the costs of serving two groups of customers, otherwise similarly situated, is the same, 
differential treatment may be justified. As the United States Court of Appeals for the Seventh 
Circuit reasoned: 

In considering whether factual differences justified the rate disparity in this case, the 
Commission was not limited to cost or service-related factors. Differences in cost 
will normally provide the best justification for differences in prices; and the vendor 
may carry a heavy burden to justify different rates for what appears to be identical 
service. The standard of due and reasonable differences is met, however, when there 
are differences in facts - cost of service or otherwise - that justify the rate disparity.” 

One particular circumstance where the FERC has upheld rate classifications is in the context 
of fixed-rate contracts and settlement agreements. Recognizing that the goals of preventing 
unreasonable discrimination and preserving the sanctity of negotiated contracts are sometimes in 
opposition, the FERC and the federal courts have repeatedly cited the esistence of a fised-rate 
contract or settlement agreement as a reasonable basis for classifying customers.” 

”Id. at 1 138. Accordingly, the court upheld the use of separate rates for municipal and 
cooperative customers because the two classes represented different customer profiles and load 
characteristics. 

”See St. Michaels Utilities Commission v. FPC, 377 F.2d 91 2, 9 15 (4‘h Cir. 
1967)(”differences in rates are justified where they are predicated upon differences in facts -- 
costs of service or otherwise”); see also Cities of Bethany, Bushnell, Cairo, et al. v. FERC, 727 
F.2d 113 1, 1138 (D.C. Cir. 1984)(“[r]ate differences may be justified by facts, cost of service or 
otherwise”). 

”City of Frankjhrt, Indiana v. FERC, 678 F.2d 699,706 (7Ih Cir. 1982)(emphasis added). 
The Seventh Circuit went on to hold that differences in rates can be based on the fact that some 
customers have fixed-rate contracts while others do not due to a business decision by the utility 
not to enter into additional fixed-rate contracts. 

3 -  -‘See, e.g., Boroughs of Chamhersburg and iblonto Alto, Pennsylvania v. FERC, 580 F.2d 573 
(D.C. Cir. 1978)(holding that a rate disparity stemming from a fixed-rate contract is not 
unreasonable discrimination absent additional proof of irregularity or harm); City of Bethany, 727 
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In fact, public utilities subject to regulation under the FPA are under an affirmative duty to 
draw classifications in their customer base where necessary to avoid unreasonable discrimination. 
In Alabama Electric Cooperative, Inc. v. FERC,” the court required a public utility to draw a 
distinction between customers, reasoning that: 

If the costs of providing service to one group are different from the costs of serving 
the other, the two groups are in one important respect quite dissimilar. . . . 
“[clharging the same price to two purchasers where the seller’s costs with respect to 
each differ must . . . be considered di~crimination.”’~ 

While the FERC has not specifically confronted the issue of incremental pricing in the 
context of wholesale power purchases, it has repeatedly addressed incremental pricing in cases 
involving the expansion of electric transmission facilitiesz6 and natural gas pipelines” to serve new 
customers. In both contexts, the FERC has recognized that it is appropriate to charge new customers 
different rates for transmission or transportation where the utility is required to construct additional 
facilities to provide the requested service. In general, where a service request by a new customer 
requires the expansion of existing transmission or transportation facilities, the utility may either: 1) 
use incremental pricing, whereby the new customer must pay for the cost of the additional facilities 

F.2d at 1 138 (”[wlhen a settlement agreement is reached in good faith, by means of proper 
conduct by the parties, and when the resulting rate disparity is not unduly burdensome to a 
customer group, a rate difference caused by a private settlement agreement may survive the anti- 
discrimination mandate of section 205(b).”); City of Frankfurt, 678 F.2d at 707 (holding that a 
business decision by a public utility not to enter into additional fixed-rate contracts can justify 
differences in rates between new customer and former customers served under existing fixed-rate 
contracts) . 

’“684 F.2d 20 (D.C. Cir. 1984). 

251d. at 27-28 (citation omitted). 

”See Northeast Util. Service Co. (Re: Public Service Co. of New Hampshire), Opinion No. 
364-A, 58 FERC 7 61,070, reh g denied, Opinion No. 364-B, 59 FERC 1 61,042, order granring 
motion to vacate and dismissing request for  rehearing, 59 FERC 7 61,089 (1992), affirmed in 
part and remanded in part sub noin., Northeast Utilities Serv. Co. v. FERC, 993 F.2d 937 (1” 
Cir. 1993), order on remand, 66 FERC 7 61,332, reh g denied, 68 FERC 7 61,041 (1 994); 
Pennsylvania Elec. Co., 58 FERC 7 61,278, reh g denied andpricingpolicy clari$ed, 60 FERC 
7 6 1,034, reh ‘g denied, 60 FERC 1 6 1,244 (1 992), afJirmed sub noin., Pennsylvania Elec. Co. v. 
FERC, 1 1  F.3d 207 (D.C. Cir. 1993). 

I7See Pricing Policy for  New and Existing Facilities Constructed by Interstate Natural Gas 
Pipelines, 7 1 FERC 7 61,24 1 (1 995). 
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required to serve them (while existing customers continue to pay for the cost of the existing 
facilities); or 2) use "rolled-in" pricing whereby the cost of constructing the new facilities is added 
to the utility's rate base for all customers who share the cost of construction. Generally, the FERC 
favors the use of rolled-in pricing where the facilities are integrated into the entire system and 
provide system-wide benefits. On the other hand, the FERC favors incremental pricing where the 
additional facilities benefit only the new customer and do not provide system-wide benefits. 

C. Other States' Approaches to Incremental Rates and Discrimination 

While no reported case from other state authorities directly addresses incremental rates for 
purchases of power at wholesale, several suggest that incremental or variable rates between customer 
classes is an acceptable means of allocating costs. 

For example, in Re: Carolina Power and Light CO.,~' the North Carolina Utilities 
Commission authorized an electric utility to offer a discounted rate to industrial customers with the 
option to self-generate power. In granting the authority, the Commission reasoned that: 1) the 
customer had the intent, capability, and economic incentive to self-generate; 2) the discount rate 
covered the incremental cost of providivng service while contributing to fixed costs; 3) the discount 
was no greater than required to retain the customer's load; 4) the utility committed not to seek 
recovery of any potential revenue loss from other customers; and 5 )  the discount did not result in 
unreasonable discrimination. Citing earlier state cases,29 the Commission enumerated several 
reasonable factors upon which a classification might be based, including: 1) the quantity of use; 2) 
the time of use; 3) the manner of service; 4) the costs of rendering the two services; 5) competitive 
conditions; 6) consumption characteristics of the several classes; and 7) the value of the services to 
each class. Thus, under the facts presented, the Commission found the distinction between 
customers with a self-generation option and other customers to be reasonable." The same logic 
should apply to Big Rivers. If a utility is permitted to offer discounted rates to low-cost customers 
to prevent them from leaving the system, it stands to reason that it is also permissible to assess higher 
rates to high-cost customers to deter them from entering or re-entering the system opportunistically. 

"155 P.U.R.4th 506 (N.C.U.C. 1994). 

"North Carolina ex rel. utilities Commission v. Public StaB 374 S.E.2d 361 (N.C. 1988); 
North Carolina ex rel. Utilities Commission v. North Curolinn Textile Manufacturers Ass 'n, Inc., 
328 S.E.2d 264 (N.C. 1985). 

"A similar result was reached by the Florida Public Service Commission with respect to 
discount rates for natural gas customers with a viable energy alternative. See In Re: Petition by 
Florida Division of Chesapeake Utilities Corp. for Authoriry to Implement Proposed Flexible 
Gas Service Tari fand to Revise Certain TarifSheets, 1998 WL 962,464 (Fla. P.S.C. November 
5 ,  1998)(slip opinion). 
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Another example can be found in Duke Power Co. v. South Carolina Public Service 
Commission,’‘ There, following passage of a special statute permitting the sale, Duke Power entered 
into a contract for the purchase of the assets of a county utility system. Under the terms of the 
contract, Duke Power agreed to hold the existing customers harmless from rate increases by charging 
them the lower of the Duke Power Rate or the rate existing under the prior county utility’s rates. 
This resulted in lower contract rates for existing customers of the old county utility and higher rates 
for Duke Power’s other customers for essentially the same service. After holding the special statute 
constitutional, the South Carolina Supreme Court held that the contract provision was neither an 
impermissible violation of constitutional equal protection nor a violation of South Carolina’s anti- 
discrimination statute applicable to utility rates. In essence, the court held that, so long as the utility 
was not spreading the cost of providing power at the lower rates to other customers on its system, 
the rate differential was based on a reasonable classification between existing and new customers. 

In another case, Georgia Retail Association v. Georgia Public Service Commission,’’ the 
Georgia Court of Appeals upheld a decision by the Georgia Public Service Commission to allocate 
uniformly a $265.2 million non-fuel revenue increase across three customer categories: 1)  
residential; 2) industrial; and 3) commercial. When commercial ratepayers challenged the rate 
increase as placing a disproportionate burden on them, the court held that the Public Service 
Commission was empowered to take into account non-cost-of-service factors in drawing 
classifications such as the ability of the respective customers to pass the increased cost on through 
their products or services. Thus, the court held that, although the commercial customers would bear 
roughly 156% of the average return for the utility (compared to 66% for residential customers and 
97% for industrial customers), the Commission was within its authority to order the rate increase. 

D. Analysis 

The incremental rate design for new customers proposed by Big Rivers is consistent with the 
language and spirit of KRS $278.030(3) in that it draws reasonable distinctions between classes of 
customers based on the nature, quality, quantity, time, and other material conditions of the service 
provided. Nor do incremental rates offend KRS 4 278.170( 1)’s prohibition against unreasonable 
discrimination. As the Kentucky Court of Appeals noted, it is not that utilities may not draw 
classifications between customers for like and contemporaneous service, but that they may not do 
so unreasonably.33 It is reasonable for Big Rivers to protect its existing customers from a rate 
increase where the increase results from opportunistic use of the system by new customers - 

”326 S.E.2d 395 (S.C. 1984). 

”300 S.E.2d 544 (Ga. App. 1983). 

”See National Southwire Aluminum Co. v. Big Rivers Elec. Corp., 785 S.W.2d 503 (Ky. App. 
1990)(pemitting utility to base rates to aluminum smelters on worldwide price of aluminum). 

Item 2 
Page 13 of 14 



particularly where they are simply load switching, provide no economic benefit to other customers 
on Big Rivers’ system, and require Big Rivers to incur greater costs through third-party purchases. 
The fact that there are both cost-based differences and non-cost-based differences in providing 
service to the different classes of customers only bolsters Big Rivers’ position. 

Further, the proposed rate design represents the most efficient means to allocate the costs 
incurred by Big Rivers in serving its three member cooperatives. If the goal is to ensure that each 
customer contributes to the costs incurred to serve it, it is fair to assign those costs to the class of 
customer on whose behalf the costs are incurred. Similar to the approach employed by the FERC 
in the context of expansion of electric transmission or natural gas transportation facilities, it is the 
addition of the new retail customers which will require Big Rivers to obtain additional sources of 
power. This addition does not provide a system-wide benefit; it is provided for the benefit of new 
customers. Thus they should bear the cost of the additional facilities in the form of wholesale power 
purchases. A “temporal” customer classification based on when a customer joined (or significantly 
expanded on) the system seems especially appropriate where new resources will be required to serve 
these customers and where existing customers have a reasonable expectation of price stability. 

Moreover, requiring uniformity of treatment would send conflicting price signals to market 
participants. If prospective customers could rely on Big Rivers’ mandatory obligation to provide 
service while prices are low, then leave the system once prices rise - due, in part, to their presence 
on the system - instability in prices and load would be the inevitable result. Especially in the case 
of customers with an energy alternative available to them, incremental rates are necessary to prevent 
existing customers from having to subsidize new customers. 

Item 2 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 
ISSUE LIST OF DECEMBER 22, 1999 

CASE NO. 99-360 

Item 3) 

megawatts (“MW’) or more by existing customers, should be subject to the market-based rates 

described in Rate Schedule 10, rather than being served under the existing Rate Schedule 7; also, 

the reasons for why and how five MW was selected as the threshold for the minimum increment 

of load that would be subject to the proposed tariff. 

The reasons for Big Rivers’ proposal, that incremental load growth of five 

Response) 

information provided by its member cooperatives at the time of Big Rivers’ restructuring. Those 

projections formed the basis for Big Rivers’ current rates and for the Commission’s approval of 

those rates. Big Rivers anticipated normal rural load growth, but did not provide for growth in 

the loads of the large industrial class. If significant expansion load was anticipated by any 

customer in the large industrial class, they would have notified Big Rivers through their 

respective distribution cooperative at that time. Significant large industrial expansion, 

particularly now when Big Rivers faces the prospect of load-switching customers, would cause 

Big Rivers’ peak load, in short order, to exceed its resources. Accordingly, Big Rivers treats 

significant expansion load under the proposed Rate Schedule 10 as part of the “new” class of 

customers (i.e., part of its “temporal” customer class), which Big Rivers intends to serve under 

incremental pricing. Without Rate Schedule 10, Big Rivers would have no tariff to recoup its 

costs of providing power from the market to serve these potentially significant load additions. Of 

course, Big Rivers intends to maintain flexibility and to negotiate special contracts with 

expanded load based upon the factors outlined in response to Item No. 2 above. 

Big Rivers based its 1997 Power Requirement Study on the best available 

The considerations for why and how 5 MW was selected as the threshold for the 

minimum increment of load that would be subject to the proposed tariff include the following: 

Item 3 
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minimum increment of load that would be subject to the proposed tariff include the following: 

1. 

2. 

3. 

4. 

5 .  

6 .  

The load threshold should be readily measurable, and reflective of actual 

expansion rather than normal fluctuations in load. 

The load threshold should provide adequate room for normal load growth. 

The load threshold should be sufficiently high so as to present manageable load 

levels for seeking third party suppliers. 

The load threshold should provide a degree of flexibility to the member 

cooperatives for new loads, which would normally be served from the rural 

distribution system. 

Five MWs is a level that is likely to require a dedicated delivery and metering 

point. 

Five MW was selected for ease of administration. 

Although 5 MW was selected in Big Rivers’ reasonable business judgment, Big Rivers 

acknowledges that there is nothing magical about 5 MW. Big Rivers’ primary concern is that it 

be able to serve a load which is in excess of its current resources under a rate and tariff filed with 

the Commission. 

Witness) Bill Blackburn and Jack Gaines 

Item 3 
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BIG RIVERS ELECTRIC CORPORATION 

RESPONSE TO THE COMMISSION’S 
ISSUE LIST OF DECEMBER 22,1999 

CASE NO. 99-360 

Item 4) The manner in which the Commission can be assured that Big Rivers, possibly 

with assistance from Reliant Energy Services, Inc., its current power marketing agent, or some 

other firm with whom Big Rivers may contract for power marketing services, will be solely 

responsible for making the power supply arrangements required to serve the loads that would be 

subject to Rate Schedule 10; that the Commission can be assured that neither Big Rivers’ 

member cooperatives nor the industrial customers subject to Rate Schedule 10 will, in any way, 

be involved in the process of arranging for the power supplies that will ultimately serve the 

power supply requirements of those customers. 

Response) 

special contract entered under Rate Schedule 10 and will have the ability to review long-term 

purchase power agreements to ensure that big Rivers’ commitments and the Commission’s 

regulatory responsibilities are being met. 

Under Rate Schedule 10 the Commission will have the ability to review each 

Big Rivers does not expect any change in its method of purchasing power as a 

result of this tariff. Individual customers and distribution cooperatives will have no formal role 

in selecting the source of power, and their ability to influence Big Rivers’ decision-making will 

be no different than their current ability to influence such decisions. 

Big Rivers has long-term, all-requirements contracts with its three member 

cooperatives (except for power delivered by the cooperatives to two aluminum smelter 

customers). Big Rivers intends to honor those contracts and understands fully its responsibility 

to secure reliable power to serve those contracts at the lowest reasonable cost. Big Rivers’ 

contractual relationship is with its cooperatives, not with its sale for resale customers. Big Rivers 

Item 4 
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will be solely responsible for making the power supply arrangements required to serve the loads 

that would be subject to Rate Schedule 10, possibly with assistance from Reliant Energy 

Services, Inc., its current power marketing agent, or some other firm with whom Big Rivers may 

contract for power marketing services. That responsibility will not, and cannot, be delegated to 

Big Rivers’ customers or to its customers’ customers. Big Rivers will secure needed power itself 

or through an agent such as Reliant. 

With respect to the influence of Big Rivers’ distribution cooperatives, Big Rivers’ 

members have representatives on Big Rivers’ Board of Directors. However, in their capacity as 

Big Rivers’ board members, those directors act fiduciarily on Big Rivers’ behalf, not on behalf of 

the distribution cooperatives. Of course, as customers of Big Rivers, the cooperatives will be 

able to voice their concerns as customers, and Big Rivers will listen to them as part of the 

supplier-customer relationship. Nonetheless, the distribution cooperatives will not, and have no 

independent ability to, dictate to Big Rivers or be involved, in any way, in the process of 

arranging for the power supply that will ultimately serve the power supply requirements of the 

cooperatives’ customers. Big Rivers will secure the needed power itself or through an agent SUC.. 

as Reliant. 

Witness) Michael Core 

Item 4 
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Ronald M. Sullivan 

Jesse T. Mouncjoy 

Frank Stainback 

James M. Miller 

Michael A. Fiorella 

William R. Dexter 

Allen W. Holbrook 

R. Michael Sullivan 

P. Marcum Willis 

Bryan R. Reynolds 

Mark G. Luckett 

Anne H. Shclourne 

Telephone (270) 9264000 
Telecopier (270) 683-6694 

100 Sr. Ann Building 
PO Box 727 

Owensborn, Kentucky 

42302-0727 

SULLIVAN, MOUNTJOY,  STAINBACK & MILLER P S C  
ATTORNEYS AT LAW 

January 4,2000 

Ms. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane, P.O. Box 61 5 
Frankfort, Kentucky 4060 1 -06 1 5 

Re: Big Rivers Electric Corporation, Case No. 99-360 

Dear Ms. Helton: 

Enclosed are an original and ten copies of the compliance filing of Big Rivers Electric 
Corporation pursuant to the December 22, 1999, Order of the Commission herein. A 
copy of this filing has been served upon each of the persons identified on the attached 
service list. 

Sincerely yours, 

JMM/ej 

Enclosures 

cc: Service List 
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SERVICE LIST 
CASE NO. 99-360 

Frank N. King, Jr., Esq. 
Dorsey King Gray & Norment 
3 18 Second Street 
Henderson, Kentucky 42420 

Counsel for Kenergy and Meade County RECC 

W. David Denton, Esq. 
Denton & Keuler 
P.O. Box 929 
Paducah, KY 42002-0929 

Counsel for Jackson Purchase Energy Corporation 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF BIG RIVERS ELECTRIC ) 
CORPORATION TO REVISE THE LARGE ) CASE NO. 99-360 
INDUSTRIAL CUSTOMER RATE SCHEDULE ) 

COMPLIANCE FILING 

Big Rivers Electric Corporation ("Big Rivers") makes the following filing to comply with 

the direction of the Commission in its order of December 22, 1999 ("Order"), that Big Rivers list 

the individuals it expects to have present at the January 10,2000, hearing in this matter to testify 

on the issues identified in the Order: 

1. Big Rivers will have present at the hearing all persons who were responsible for 

the data request responses filed by Big Rivers on October 22, 1999, November 12, 1999 and 

November 30,1999. 

2. With respect to the issues identified by the Commission in the Order, Big Rivers 

will offer as witnesses, Michael H. Core, President and CEO and, as a panel, Bill Blackburn, 

Vice-president of Power Supply, and Jack Gaines, Southern Engineering Company. More 

specifically, with allowance for some overlap in testimony, Big Rivers expects each of the issues 

to be addressed principally by the witnesses indicated below: 

Item 1 : Bill Blackburn and Jack Gaines; 
Item 2: Bill Blackburn and Jack Gaines; 
Item 3: Bill Blackburn and Jack Gaines; 
Item 4: Michael H. Core. 



This the 4th day of January, 2000. 

Respectfully submitted, 

Douglas L. Beresford 
LONG ALDRIDGE & NORMAN LLP 
70 1 Pennsylvania Avenue, N. W. 
Suite 600 & MILLER, P.S.C. 
Washington, D.C. 20004 
(202) 624-1200 Owensboro, Kentucky 42302-0727 

UNTJOY, STAINBACK 

100 St. Ann Building 

(270) 926-4000 
Counsel for 
BIG RIVERS ELECTRIC CORPORATION 

2 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

January 4,2000 

Ronald E. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

TO: Helen C. Helton 
Executive Director 

Case No. 99-360 Team 
F R o M : p e f f  Shaw, Team Leader 

DATE: January 4,2000 

SUBJECT: Memorandum on 
Informal Conference 

Attached is a memorandum covering the issues discussed at the informal 
conference held in this case on November 23, 1999. The memorandum, which has 
already been sent to the parties, should be added to the case record in order that the 
record will be complete at the conclusion of the proceeding. As you can see from the 
date of the memorandum, it was sent to the parties approximately two weeks ago. The 
team has no reasonable excuse for not submitting this sooner and apologizes for the 
unnecessary delay. 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M@D 



TO: 

FROM: 

DATE: 

RE: 

INTRA-AGENCY MEMORANDUM 

KENTUCKY PUBLIC SERVICE COMMISSION 

Case File No. 99-360 

Jeff Shaw 

December 22,1999 

Conference of November 23, 1999 
Regarding Big Rivers’ Proposed Tariffs 
Rate Schedules 7 and 10 for Large Industrial Customers 

JAN 0 4 2000 

PUBLIC SERVICE 
COMM ISS ION 

On November 23, 1999, the Commission held an informal conference at the 
Commission’s offices in Frankfort, Kentucky. The parties represented at the conference 
were Big Rivers Electric Corporation (“Big Rivers”), Jackson Purchase Energy 
Cooperative (“Jackson Purchase”), Kenergy Corporation (“Kenergy”), Meade County 
Rural Electric Cooperative Corporation, and the Commission, through the Commission 
Staff. A list of the attendees is attached to this memorandum. 

To begin the conference Big Rivers indicated that it was looking at the possibility 
of large industrial loads being added to its system in the service territories of both 
Jackson Purchase and Kenergy in the relatively near future. When asked why no 
industrial load growth had been forecast in the 1997 financial model prepared in 
conjunction with its bankruptcy proceeding, Big Rivers indicated it had been intentionally 
conservative in its 1997 forecast in order to ensure that its plan met the bankruptcy 
court‘s test of feasibility. 

Big Rivers stated it did not believe that issuing a Request for Proposal for long- 
term firm power would produce any positive results at this time due to the capacity 
conditions and peak period prices experienced in the electric industry during the past 
two summers. It indicated that it expected long-term power arrangements to be more 
feasible over the next few years as many of the merchant plant capacity additions 
presently in the planning stages were completed and became operational. 

Big Rivers discussed the power marketing services it receives under its contract 
with Reliant Energy Service, Inc. (“Reliant”) and pointed out that the services it presently 
receives from Reliant do not extend to the proposed large industrial tariffs that are the 
subject of this proceeding. Big Rivers clarified the nature of the five-megawatt threshold 
included in its proposed Rate Schedule 10 and how that threshold would determine 
whether new or incremental industrial loads would be subject to that tariff. 



Big Rivers explained that the purpose of the proposed tariffs was to attempt to 
maintain as much flexibility as possible in meeting the power needs of its member 
cooperatives. It also stated that it needed the proposed tariffs or some type of long- 
term power supply arrangement in place by the spring or summer of 2000 in order to be 
able to seriously negotiate with potential customers that had already expressed an 
interest in being served by Big Rivers. 

Since there are no intervenors in this proceeding contesting the proposed tariffs 
Big Rivers asked whether or not a public hearing would be required. Commission Staff 
indicated that, given the policy issue raised by the proposed tariffs of whether or not all 
customers should be charged rates based on system-wide average costs, it believed 
that a hearing would be required. Staff also indicated that it would likely attempt to 
change the scheduled hearing date of December 6, 1999 to the same date that the 
hearing in Big Rivers’ Case No. 99-354 would be rescheduled. Staff also requested that 
Big Rivers submit additional information showing the monthly loads of its large industrial 
customers for each month over the past three years. Big Rivers requested that the 
Commission provide it with a list of issues for the hearing so that it could better prepare 
for the hearing. 

Big Rivers filed the requested information with the Commission on December 1, 
1999, and the hearing date was changed to the same date as the hearing in Case No. 
99-354. The hearing date for this case is now January 10, 2000. The list of issues 
requested by Big Rivers is included in the Commission’s Order entered on today’s date 
in this proceeding. 
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INFORMAL CONFERENCE - NOVEMBER 23.1999 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

December 22, 1999 

To: All parties of record 

RE: Case No. 1999-360 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, %a* SteDhanie Bell w 
* 

Secretary of the Commission 

SB/hv ff 

Enclosure 
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Honorable David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
2 0 1  Third Street 
P. 0. Box 24 
Henderson, KY 42419  0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 

Counsel for Big Rivers Electric 
100 St. Ann Building 
P.O. Box 727 
Owensboro, KY 42302  0727  

Miller PSC 

Honorable Douglas L. Beresford 
Geo. F. Hobday. Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC 20004 

Honorable Frank N. King 
Dorsey, King, Gray & Norment 
Attorneys for Kenergy Corp. and 
Meade County RECC 

318 Second Street 
Henderson, KY 42420  

Honorable W. David Denton 
Attorney for Jackson Purchase EC 
Denton & Keul.era\ 
P. 0. Box 929 
Paducah, KY 42002  0929 . 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF BIG RIVERS ELECTRIC ) 
CORPORATION TO REVISE THE LARGE 1 CASE NO. 99-360 
INDUSTRIAL CUSTOMER RATE SCHEDULE ) 

O R D E R  

An informal conference in this matter was held at the Commission’s offices on 

November 23, 1999. At the conference, Big Rivers Electric Corporation (“Big Rivers”) 

requested that the Commission develop a list of issues for the upcoming hearing to be 

held on January I O ,  2000, in order to enable it to better prepare for said hearing. 

Attached as an appendix to this Order is a list of the issues for the hearing. 

Having further considered Big Rivers’ request, the Commission has determined 

that it and its staff will be able to better prepare for the upcoming hearing if Big Rivers 

prebares a list of the individuals it expects to have present at the hearing to address the 

issues identified herein. The list should match the individuals to the issue(s) on which 

they will be responsible for answering questions at the hearing. With a hearing date of 

January I O ,  2000, we find that Big Rivers should submit this list by January 4, 2000. 

IT IS THEREFORE ORDERED that: 

1. The issues identified in the attached Appendix are the issues that the 

Commission expects will be raised at the hearing scheduled for January I O ,  2000, 

2. Big Rivers shall file a list of the individuals, as described herein, that will 

address the issues identified herein at the hearing on January I O ,  2000, by January 4, 

2000. 



:. . -... . .... , 

. Done at Frankfort, Kentucky, this 

e '  
22nd day of December, 1999. 

By the Commission 

I 

..+: 

ATTEST: 



APPENDIX 

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-360 DATED 1 2 / 2 2 / 9 9  

Following is a list of issues Big Rivers should plan to address at the hearing in 
this proceeding to be held on January I O ,  2000. 

1. 

2. 

3. 

.,  
‘t 

4. 

The specific reasons for the proposed tariffs, including but 
not limited to: (1) the reasons for the changes in Big Rivers’ 
forecast for industrial load growth since 1997; (2) the nature 
of the new customers that are considering locating in the 
service territories of Big Rivers’ member cooperatives or that 
have expressed an interest in being served by Big Rivers; 
and (3) the time-table Big Rivers believes it should attempt 
to meet in order to be able to serve these loads. 

The reasons Big Rivers believes it is more prudent, at this 
time, to serve new industrial loads at market-based rates, as 
described in proposed Rate Schedule I O ,  as opposed to 
issuing a Request for Proposal for a long-term firm power 
supply that would be part of Big Rivers’ total power supply 
portfolio and become another component of the system- 
average rates charged to Big Rivers’ member cooperatives. 

The reasons for Big Rivers’ proposal, that incremental load 
growth of five megawatts (“MW) or more by existing 
customers, should be subject to the market-based rates 
described in proposed Rate Schedule I O ,  rather than being 
served under the existing Rate Schedule 7; also, the 
reasons for why and how five MW was selected as the 
threshold for the minimum increment of load that would be 
subject to the proposed tariff. 

The manner in which the Commission can be assured that 
Big Rivers, possibly with assistance from Reliant Energy 
Services, Inc., its current power marketing agent, or some 
other firm with whom Big Rivers may contract for power 
marketing services, will be solely responsible for making the 
power supply arrangements required to serve the loads that 
would be subject to Rate Schedule I O ;  that the Commission 
can be assured that neither Big Rivers’ member 
cooperatives nor the industrial customers subject to Rate 
Schedule 10 will, in any way, be involved in the process of 
arranging for the power supplies that will ultimately serve the 
power supply requirements of those customers. 



I November 30, 1999 
I 

Ms. Helen Helton 
Kentucky Public Service Commission 
P. 0. Box 615 
Frankfort, KY 40602-06 1 5 

+- 
201 Third Street 
P.O. Box 24 
Henderson, KY 42419-0024 
502-827-2561 
www.bigrivers.com 

RE: Big Rivers Electric Corporation 
Case No. 99-360 

Dear Ms. Helton: 

At the informal conference on November 23, 1999 in Case No. 99-360, the Commission Staff 
asked Big Rivers to respond to two data requests. An original and 8 copies of this letter and 
attachments are enclosed. 

Big Rivers' response to those data requests are as follows: 

Item 1) 
cooperatives' Large Industrial customers. 

Please furnish 36 months of usage history of each of Big Rivers member 

Response: 
each of the 36 months ended October 3 1 , 1999. To clarify certain comments made at the 
informal conference, please note that for the 12-month period ended October 3 1 , 1999, as this 
information illustrates, the sum of the monthly peak demand kW for the Large Industrial and 
Rural customers was 2,604,460 (38.4%) and 4,172,755 (61.6%), respectively. Further, the load 
factors for the Large Industrial and Rural customers were 8 1.1 1 % and 62.9 1 %, respectively, for a 
weighted-average of 69.9%. Energy kWh for the Large Industrial and Rural customers for such 
period was 1,542, 091, 986 (44.5%) and 1,916,287,402 (55 .5%) ,  respectively. 

Enclosed is the Large Industrial and Rural member's customers billing detail for 

Witness: Mark A. Hite 

Item 2) 
load during the Base Year that would make them susceptible to the expansion Tariff in an 
unintended manner? 

Did any of the existing direct served accounts experience a temporary drop in 

A Touchstone EnergysM Partner &* 
0 

http://www.bigrivers.com


Page 2 
Ms. Helen Helton, Kentucky Public Service Commission 

Response: As illustrated by the 36 month histories in response to Item 1, the answer is no. 

Witness: Jack Gaines 

Please feel free to contact me if there are further questions. A copy of this letter and attachments 
has been served on the parties identified on the attached service list. 

Sincerely, 

David A. Sdainhoward 

nc 
Enclosures 
c: Mike Core 

Mark A. Hite 
Jack Gaines 



SERVICE LIST 
CASE NO. 99-360 

James M. Miller, Esq. 
Sullivan, Mountjoy, Stainback & Miller 
100 St. Ann Building 
P. 0. Box 727 
Owensboro, KY 42302-0727 

Counsel for Big Rivers Electric 
Corporation 

Douglas L. Beresford, Esq. 
Geo. F. Hobday, Esq. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W., Suite 600 
Washington, DC 20004 

Counsel for Big Rivers Electric 
Corporation 

Frank N. King, Esq. 
Dorsey, King, Gray & Norment 
3 18 Second Street 
Henderson, KY 42420 

Counsel for Kenergy Corp. and Meade 
County R.E.C.C. 

W. David Denton, Esq. 
Denton & Kueler 
555 Jefferson Street, Suite 301 
P. 0. Box 929 
Paducah, KY 42001 

Counsel for Jackson Purchase 
Energy Corporation 
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C O M M O N W E A L T H  OF K E N T U C K Y  
PUBLIC SERVICE COMMISSION 

730 SCHENKEL L A N E  
POST OFFICE BOX 61 5 

FRANKFORT,  KY. 40602 
(502) 564-3940 

November 29, 1999 

To: All parties of record 

RE: Case No. 1999-360 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Secretary of the Commission 

SB/sa 
Enclosure 



David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
2 0 1  Third Street 
P. 0. Box 24 
Henderson, KY 42419  0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 

Counsel for Big Rivers Electric 
100 St. Ann Building 
P . O .  Box 727 
Owensboro, KY 42302 0727 

Miller PSC 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
7 0 1  Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC 20004 

Honorable Frank N. King 
Dorsey, King, Gray & Norment 
Attorneys for Kenergy Corp. and 
Meade County RECC 
318 Second Street 
Henderson, KY 42420  

Honorable W. David Denton 
Attorney for Jackson Purchase EC 
Denton & Keuler 
P. 0. Box 929 
Paducah, KY 42002  0929  



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

BIG RIVERS ELECTRIC CORPORATION’S 
PURCHASE AND SALES TARIFFS FOR ) CASENO. 

PRODUCERS 
COGENERATORS AND SMALL POWER ) 99-354 

and 

THE TARIFF FILING OF BIG RIVERS 
ELECTRIC CORPORATION TO REVISE ) CASENO. 
THE LARGE INDUSTRIAL CUSTOMER ) 99-360 
RATE SCHEDULE 1 

-> . 

O R D E R  

The Commission, on its own motion, HEREBY ORDERS that the December 6,1999 

hearing in the above-named matters is rescheduled to January I O ,  2000 at 9:00 a.m., 

Eastern Standard Time, in Hearing Room 1 of the Commission’s offices at 730 Schenkel 

Lane, Frankfort, Kentucky. 

Done at Frankfort, Kentucky, this 29th day of  November, 1999- 

By the Commission 

ATTEST: 



Paul E. Patton 
Governor 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-1 582 

www. psc.state.ky.us 

November 24, 1999 

James M. Miller, Esq. 
Sullivan, Mountjoy, Stainback 
& Miller, P.S.C. 
100 St. Ann Building effect 
Post Office box 727 
Owensboro, KY 42302-0727 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

RE: Big Rivers Electric Corporation 
Case No. 99-360 
Petition for Confidential Protection 

Dear Mr. Miller, 

On November 15, 1999, the Commission received the petition filed on behalf of Big 
Rivers Electric Corporation to protect as confidential that data relevant to Big Rivers' 
tariff filing to revise the Large Industrial Customer Rate Schedule. A review of the 
information has determined that it is entitled to the protection requested on the grounds 
relied upon in the petition, and it shall be withheld from public inspection. 

If the information becomes publicly available or no longer warrants confidential 
treatment, you are required by 807 KAR 5001, Section 7(9)(a) to inform the 
Commission so that the information may be placed in the public record. 

Sincerely, I 

Executive Director 

cc: All parties of record. 

EDUCATtON 
PAYS 

,AS EQUAL OPPORTUNITY EMPLOYER WF/D 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

November 17, 1999 

- 

To: All parties of record 

RE: Case No. 99-360 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, 

Secretary of the Commission 

SB/hv 
Enclosure 



, 

David,A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
io0 St. Ann Building 
P.O. Box 127 
Owensboro, KY 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC 20004 

Honorable Frank N. King 
Dorsey, King, Gray & Norment 
Attorneys for Kenergy Corp. and 
Meade County RECC 
318 Second Street 
Henderson, KY 42420 

Honorable W. David Denton 
Attorney for Jackson Purchase EC 
Denton & Keuler 
P. 0. Box 929 
Paducah, KY 42002 0929 



In the Matter of: 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO REVISE ) CASENO. 
THE LARGE INDUSTRIAL CUSTOMER ) 99-360 
RATE SCHEDULE ) 

O R D E R  

This matter arises upon the motion of Jackson Purchase Energy Corporation 

(“Jackson Purchase”), filed November 12, 1999, for full intervention. It appears to the 

Commission that Jackson Purchase has a special interest which is not otherwise 

adequately represented, and that such intervention is likely to present issues and develop 

facts that will assist the Commission in fully considering the matter without unduly 

complicating or disrupting the proceedings. The Commission also recognizes that a 

procedural schedule was established in this proceeding by Order dated September 28, 

1999. The Commission, being otherwise sufficiently advised, finds that Jackson Purchase 

should be granted full rights of a party in this proceeding accepting the procedural 

schedule as it now stands. 

IT IS HEREBY ORDERED that: 

1. 

2. 

The motion of Jackson Purchase to intervene is granted. 

Jackson Purchase shall be entitled to the full rights of a party and shall be 

served with the Commission’s Orders and with filed testimony, exhibits, pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 



3. Should Jackson Purchase file documents of any kind with the Commission 

in the course of these proceedings, it shall also serve a copy of said documents on all 

other parties of record. 

Done at Frankfort, Kentucky, this 17th day of Novanbev, 1999. 

By the Commission 

($9. C0d$ 
xecuti e Director 



i. 

1. 

Paul E. Patton 
Governor 

e 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

To: All Parties of Record 

Re: Case Nos. 99-354 and 99-360 - 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Helen Helton 
Executive Director 

Public Service Commission 

November 15, 1999 

We enclose one attested copy of the Commission's Order in the 

above cases. 

Stephanie Bell 
Secretary of the Commission 

SBIhv 
Enclosure 

Ah' EQUAL OPPORTUNITY EMPLOYER MEiD 



hz?!onorable James M. Miller 
Sullivan, Mountjoy, Stainback 

& Miller PSC 
100 St. Ann Building 
P. 0. Box 727 
Owensboro, KY 42302 

I 

, Honorable Douglas L. Beresford 

~ Long Aldridge & Norman LLP 
Geo. F. Hobday, Jr. 

701 Pennsylvania Avenue, N.W. 

~ Washington, DC 20004 

Mr. David A. Spainhoward 
Vice President, Contract 

Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY 42419 0024 

Administration & Regulatory Affairs 

Wells T. Lovett 
Counsel, Willamette Industries 
208 West Third Street 
Owensboro, KY 42303 

Michael C. Dotten 
Eric R. Todderud 
counsel, Willamette Industrles 
Heller Ehrman White & McAuliffe 
200 S.W. Market Street, Sui:e 1750 
Portland, OR 97201 

Honorable Frank N. King, 
Counsel for Kenergy & Meade RECC 
Dorsey, King, Gray & Norment 
318 Second Street 
Henderson, KY 42420 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

BIG RIVERS ELECTRIC CORPORATION’S 1 

COGENERATORS AND SMALL POWER ) 99-354 
PRODUCERS ) 

PURCHASE AND SALES TARIFFS FOR ) CASENO. 

and 

THE TARIFF FILING OF BIG RIVERS 
ELECTRIC CORPORATION TO REVISE ) CASENO. 
THE LARGE INDUSTRIAL CUSTOMER ) 99-360 
RATE SCHEDULE 

1 

) /  

O R D E R  

The Commission, on its own motion, HEREBY ORDERS that the December I O ,  

1999 hearing in the above-named matters is rescheduled to December 6, 1999 at 9:00 

a.m., Eastern Standard Time, in Hearing Room 1 of the Commission’s offices at 730 

Schenkel Lane, Frankfort, Kentucky. 

Done at Frankfort, Kentucky, this 15th day of M V d e r ,  1999. 

By the Commission 

ATTEST: 



e e 

Ronald M. Sullivan 

Jesse T. Mountjoy 

Frank Stainback 

James M. Miller 

Michael A. Fiorella 

William R. Dexter 

Allen W. Holbrook 

R. Michael Sullivan 

€? Marcum Willis 

Felicia S. Turner 

Melissa Gayheart 

Bryan R. Reynolds 

Telephone (502) 926-4000 
Telecopier (502) 683-6694 

100 St. Ann Building 

PO Box 721 

Owensboro, Kentucky 
42302-0727 

SULLIVAN,  MOUNTJOY, STAINBACK & M I L . ~ B R  P S C  ,r:Q*:t~'-rqB v:: , )) .+:\a' 
A T T O R N E Y S  AT L A W  " 

November 12,1999 

Ms. Helen Helton 
Executive Director 
Public Service Commission 
730 Schenkel Land 
Frankfort, KY 40601 

RE: In Re Big Rivers Electric Cornoration, P.S.C. Case No. 99-360 

Enclosed are an original and eight (8) copies of the response of Big Rivers Electric 
Corporation ("Big Rivers") to the data requests contained in the November 5, 1999, 
order of the Public Service Commission in the above-styled matter. Big Rivers is 
seeking confidential treatment of some of the material provided in response to those 
data requests, and accordingly also encloses an original and ten (1 0) copies of a 
Petition for Confidential Treatment. 

A copy of this letter and all attachments, including the Petition for Confidential 
Treatment, have been served on the parties identified on the attached service list. 

Sincerely yours, 

W 
James M. Miller 



SERVICE LIST 
CASE NO. 99-360 

James M. Miller, Esq. 
Sullivan, Mountjoy, Stainback & Miller 
100 St. Ann Building 
P. 0. Box 727 
Owensboro, KY 42302-0727 

Counsel for Big Rivers Electric 
Corporation 

Douglas L. Beresford, Esq. 
Geo. F. Hobday, Esq. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W., Suite 600 
Washington, DC 20004 

Counsel for Big Rivers Electric 
Corporation 

Frank N. King, Esq. 
Dorsey, King, Gray & Norment 
3 18 Second Street 
Henderson, KY 42420 

Counsel for Kenergy Corp. and Meade 
County R.E.C.C. 
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Apreernen t 
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,’LA.< 

This Agreement, by and between Hoosier Energy Rural Electric Cooperative, Inc. 

(hereinafter referred to as “Hoosier”), Big Rivers Electric Corporation (hereinafter refmed to as 

“Big Rivers”), and LG&E Energy Marketing, Inc. (hereinafter referred to as “LEM”), dated as of 

the 30* dayof June , 1999, WITNESSETH THAT: 
I 

WHEREAS, Hoosier and Big Rivers are parties to a certain Unit Power 

Agreement dated as of the 14th day of September, 1990 (the “Reid Agreement”), pursuant to 

which Big Rivers agrees to make available to Hoosier capacity and energy fiom its Reid 
.-. 

combustion turbine generating unit (the ‘Xeid CT”) during the period fiom June 15 through 

September 15,1999, under the terms and conditions more hlly set out in the Reid Agreement; 

and 

WHEREAS, Big Rivers and LEM are parties to a transaction executed July 17,1998 (the 

Big Rivers-LEM Transaction”) wherein Big Rivers has leased its generation to LEM for a term 

of twenty-five years and LEM has agreed to sell certain quantities of power to Big Rivers 

(including “Hoosier Power” used to satisfy certain of Big Rivers’ obligations to Hoosier under 

the Reid Agreement) as set forth in a Power Purchase Agreement Between Big Rivers and LEM 

dated July 1998 (“Power Purchase Agreement”); and 

WHEREAS, a forced outage has occurred at the Big Rivers Reid CT operated and 

maintained by LEM pursuant to the terms of the Big Rivers-LEM Transaction, and Big Rivers 

and LEM assert that a force majeure exists under the Reid Agreement with Hoosier; and 

WHEREAS, certain disputes have arisen between Hoosier and Big Rivers concerning the 

- 1 -  
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supply of power under the Reid Agreement and between Big Rivers and LEM concerning the 

supply of Hoosier Power under the terms of the Power Purchase Agreement; and 

WHEREAS, Hoosier, Big Rivers, and LEM wish to avoid litigation and resolve such 

disputes in a business-like manner; 

IT IS THEREFORE AGREED as follows: 

1. This Agreement shall apply only to the year 1999, and shall become effective 

upon its execution by each of Hoosier, Big Rivers, and LEM- 

2. Big Rivers shall sell and proiide to Hoosier as Block One Power forty-five 

megawatts of Financially Firm capacity and energy for sixteen (1 6) consecutive hours per day 

extending during the North American Electric Reliability Council (''NERC'') defined on peak 

hours, for the five days of Monday through Friday each week during the months of July and 

August, 1999, except for holidays defined by NERC. Such sale of Block One Power shall be on 

a Financially Firm, take or pay basis. Hoosier shall pay to Big Rivers for such Block One Power 

For purposes of this Agreement the term 'Tinancially Firm'' shall mean that (a) Big 

Rivers shall not be excused fiom its obligation to furnish Block One Power for any reison (other 

than transmission force majeure as set forth in Section 7) and (b) in the event that Big Rivers 

shall fail to M s h  Block One Power (other than transmission force majeure) Big Rivers shall 

pay Hoosier liquidated damages equivalent to the difference between the amount reasonably 

incurred by Hoosier to obtain and deliver comparable supplies of replacement energy during the 

hours in which Big Rivers fails to supply Block One Power and the amount otherwise charged 

under this contract for Block One Power ( i . e . , m  per megawatt-hour). For the purposes of 

Item- li 
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this section, the term “reasonably incurred” shall mean that Hoosier has obtained’at least three 

bids to supply replacement energy &om utilities or marketers having the capability of reliably 

delivering such replacement energy, and has selected the lowest bid. Big Rivers and Hoosier 

hereby stipulate that the liquidated damages set forth above are reasonable in light of the 

I :{ anticipated ham and the difficulty of estimated or calculation of actual damages, and Big Rivers 
ri 

hereby waives the right to contest such damages as an unreasonable penalty. 

3. Big Rivers shall sell &d provide to Hoosier as Block Two Power twenty . 

megawatts of energy for sixteen (1 6) consecutive hours per day extending during the NERC 

defined on peak hours, for the five days Monday through Friday each week during the months of 

July and August, 1999, except for holidays defined by NERC. Such sale shall be on a Non-Firm, 

take or pay basis. Hoosier shall pay to Big Rivers for such Block Two Power an energy charge 

0-er megawatt hour. There shall be no capacity charge associated with 

Block Two Power. 

For purposes of this section applicable to Block Two Power, the term ‘Won-Find’ 

shall mean that Big Rivers shall not be excused from its obligation to W s h  Block Two Power 

for any reason (other than transmission force majeure as set forth in Section 7), except to the 

extent that all or a portion of the twenty megawatts of Block Two Power is required by Big 

Rivers to meet its members’ reasonably projected next hour load requirements as projected by 

. -  

Big Rivers Energy Control Dispatch Center, during peak periods when such members’ load 

requirements, including losses, are such that all or a portion of the 20 megawatts are not 

available. During such hour or hours of intemption, Big Rivers Will supply its members’ load 

plus the fifty megawatts off-system transaction into TVA which was in place prior to the 

- 3 -  
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execution of this Agreement. No additional hourly off-system sales will be made during such 

t h e  of interruptions. If less than the full twenty megawatts of Block Two Power is required to 

meet its members’ load requirements, Big Rivers shall continue to be obligated to furnish, in 5 

MW increments, the remainder of the twenty megawatts of Block Two Power to Hoosier. In the 

event of such an excused reduction in deliveries by Big Rivers, Hoosier shall be obligated to pay 

only the energy charge for the actual megawatt hours of Block Two Power delivered to Hoosier 

during the period of such reduction. ‘ 

In no event shall Big Rivers be excused fiom its obligation to supply BIock Two 

Power for economic reasons. If Big Rivers shall fail to fiunish Block Two Power, except to the 

extent it is excused by the exception set forth above, Big Rivers shall pay Hoosier liquidated 

damages equivalent to the difference between the amount reasonably incurred by Hoosier to 

obtain and deliver comparable supplies of replacement energy during the hours in which Big 

Rivers fails to supply Block Two Power and the amount otheMrise charged under this contact for 

Block Two Power (Le., -per megawatt-hour). For the purposes of this section, the term 

“reasonably incurred” shall mean that Hoosier has obtained at least three bids to supply 

replacement energy from utilities or marketers having the capability of reliably delivering such 

replacement energy, and has selected the lowest bid. Big Rivers and Hoosier hereby stipulate 

that the liquidated damages set forth above are reasonable in light of the anticipated harm and the 

difficulty of estimated or calculation of actual damages, and Big Rivers hereby waives the right 

to contest such damages as an unreasonable penalty. 

4. The energy charges set forth in Sections 2 and 3 above and the capacity charge set 

forth in Section 2 shall be payable by Hoosier to Big Rivers 15 days after the receipt by Hoosier 

of a monthly invoice provided by Big Rivers in the month after the power is furnished. . 

It&! -12 
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Delinquent payments shall bear interest at the annual rate of Prime as published in the Wall 

Street Journal plus 2%. 

5. Big Rivers and Hoosier agree that LEM shall have no responsibility to supply 

either Block One Power or Block Two Power to either Hoosier or Big Rivers. Big Rivers and 

LEM agree that quantities of power to be sold by Big Rivers to Hoosier as either Block One 

Power or Block Two Power do not constitute Woosier Power” as set forth in Section 4.l(b) of 

the Bower Purchase Agreement between Big Rivers and LEM, and that consequently LEM (a) is 

not required to supply Big Rivers with such power apart h m  as part of Big Rivers’ existing - 
Base Power entitlement as defined in the Power Purchase Agreement, and (b) is not entitled to 

funds obtained by Big Rivers fiom Hoosier resulting fiom such sale of Block One Power and 

Block Two Power. 

6. The point of delivery for Block One Power and Block Two Power shall be the 

existing point of interconnection between Big Rivers and Hoosier. Big Rivers through its agents 

or employees shall be responsibIe for scheduling with LEM deliveries of Block One Power and 

Block Two Power consistent with the scheduling provisions applicable to Base Power in the 

Power Purchase Agreement. 

7. As between Big Rivers and Hoosier, transmission charges on Big Rivers’ 

transmission system for transmitting Block One Power and Block Two Bower &om Big Rivers’ 

transmission system to the existing point of interconnection between Big Rivers and Hoosier 

shall be the sole responsibility of Big Rivers. However, LEM agrees with Big Rivers and 

Hoosier to transmit Block One Power and Block Two Power as requested by Big Rivers using 

LEM’s existing 66 megawatt firm point-to-point transmission capacity reservation on Big 

- 5 -  
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Rivers’ transmission system between the Big Rivers generating plants and the point of 

interconnection of the transmission systems of Big Rivers and Hoosier. Big Rivers agrees to pay 

LEM for the transmission used for the delivery of Block One Power and Block Two Power in an 

amount equal to the reservation charge paid by LEM for this transmission during the months of 

July and August. Amounts owing fkom Big Rivers to LEM for this transmission shall be payable 

five days prior to the date on each month when LEM is required to pay Big Rivers for such 

transmission capacity under the Big Rivers’ transmission tariff. In the event a force majeure 

condition (as such term is defined in section 10.1 of Big Rivers’ .- Open Access Transmission :i 

Tariff) affecting phis transmission path occurs, such that Big Rivers is unable to deliver Block ,’ 

One Power and Block Two Power using that transmission path, Big Rivers Will be excused fiom 

all obligations to supply Block One Power and Block Two Power under this agreement until such 

force majeure condition is corrected, and Hoosier shall not be entitled to liquidated damages 

under Sections 2 and 3 of this Agreement. In the event Big Rivers is excused fiom its 

obligations to supply Block One Power and Block Two Power because of the event of such a 

force majeure condition, Hoosier shall have the option to secure another transmission route for 

the power; provided that, Hoosier shall be responsible for the payment of the cost of the alternate 

! 

transmission route. 

8. Hoosier, Big Rivers, and LEM each hereby releases and discharges each of the 

others from any and all claims or actions which have arisen or could arise as a result of Big 

Rivers’ failure to provide energy to Hoosier under the terns of the Reid Agreement for the year 

1999; provided that, these releases are strictly limited to the year 1999, and shall have no 

applicability to succeeding contract years, and provided firther that these releases shall in no way 

limit or restrict the remedies or damages which shall be available to any of the parties in the 

- 6 -  
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event one of the other parties should default or otherwise fail to perform any of its obligations 

under this Agreement. Further, LEM hereby releases and discharges Big Rivers Erom any and 

all obligations to pay amounts received from Hoosier under the Reid Agreement during 1999. 

All of the charges for energy and capacity set forth in the Reid Agreement are 9. 

hereby waived by Big Rivers for the entire year of 1999, and Hoosier shall not be required to pay 

any of such charges for that year in recognition of the amounts payable hereunder. 

10. Hoosier has the right, at its expense, upon reasonable notice and during nomd 

working hours, to examine the records of Big Rivers'to the extent reasonably necessary to veri@ 

that a failure of Big Rivers to deliver Block Two Power Non-Firm energy is excused under this 

agreement. Big Rivers shall make available to Hoosier any and all records necessary for Hoosier 

to make this verification. 

1 1. Big Rivers hereby represents that this Agreement shall be effective upon 

execution by the parties and shall be enforceable Without the review or approval of any court 

having jurisdiction over Big Rivers' bankruptcy proceedings or any appointee of such court. 

Executed in triplicate as of the day and year first set forth above. 

Hoosier Energy Rural Electric Cooperative, Inc. 

By: 

Title 
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Big Rivers Electric Corporation 

~ i t l ~  President and CEO 

1 

I 

LG&E Energy Marketing, Inc. 

By: 

Title 
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In the Matter oE 

RECEOVED 
COMMONWEALTH OF KENTUCKY M V  1 5  1999 

The TarBFiling of Big Rivers 
Electric Corporation to Revise the Large 
Industrial Customer Rate Schedule 

~ 

PETITION OF 
BIG RIVERS ELECTRIC CORPORATION 

FOR CONFIDENTIAL TREATMENT 

Case No. 99-360 

Pursuant to 807 K.A.R. 5:OOl 97, Big Rivers Electric Corporation (“Big Rivers”) 

respectmy petitions the Kentucky Public Service Commission (“Commission”) to classlfl 

and protect as confidential certain material contained in the November 12, 1999, response 

of Big Rivers to the Commission’s Data Request Order dated November 5, 1999 (the 

“Data Request”). Specifically, Big Rivers requests confidential treatment for (i) the 

Janimy 1,1999, Power Purchase and Sale Agreement By and Between Reliant Energy 

Services, Inc. and Big Rivers, as amended (the “Reliant Agreement”) that is being 

produced by Big Rivers in response to Item 6.e. of the Data Requests, for (ii) the June 17, 

1998, Power Purchase and Sale Agreement By and Between NP Energy, Inc. and Big 

Rivers (the “NPE Agreement”) that is being produced by Big Rivers in response to Item 

12 of the Data Requests, and for (iii) the redacted portions of the June 30, 1999, 

Agreement by and among Hoosier Energy Rural Electric Cooperative, Inc, LG&E Energy 

Marketing, Inc. and Big Rivers (the “Hoosier Agreement”) that is being produced by Big 

Rivers in response to Item 12 of the Data Requests, the Reliant Agreement, the NPE 

Agreement and the redacted portions of the Hoosier Agreement being collectively referred 



to in this petition as the “Confidential Information.” In fbrther support of this petition, Big 

Rivers states: 

1. 

falls within a category of commercial information “generally recognized as confidential or 

proprietary, which if openly disclosed would permit an unfair commercial advantage to 

competitors of Big Rivers.” KRS 61.878(1)(~)1. 

2. 

Big Rivers and its power marketer, including the pricing, terms, resource availability, 

marketing strategies, credit support, marketer fees and transmission arrangements for 

power marketing activities conducted by Reliant on behalf of Big Rivers. The 

pervasiveness of confidential information within the Reliant Agreement makes redacting 

impractical, as very little of the Reliant Agreement is not commercially sensitive and 

confidential in nature. For potential purchasers fiom or sellers of power to Big Rivers to 

know the terms of the Reliant Agreement would be devastating to Big Rivers’ attempts to 

maximize the value of its business activities and to provide power to its members at the 

lowest reasonable price. Information of that nature about a utility’s power marketing and 

purchasing activities is not made publicly available by any utility. Big Rivers operates in an 

increasingly competitive marketplace for wholesale power and the public disclosure of 

sensitive commercial information would place it at a severe competitive disadvantage. 

Additionally, ifBig Rivers replaces Reliant as its power marketer, Big Rivers would be 

disadvantaged in future negotiations with potential new power marketers if they have 

access to the results of the intense negotiations that resulted in the Reliant Agreement. 

The Confidential Information for which Big Rivers seeks confidential treatment, 

The Reliant Agreement contains the details of the contractual relationship between 

2 



1 

The NPE Agreement served as the basis for the Reliant Agreement and is therefore 

equally sensitive, even though it is no longer in effect. 

3. 

the information contained in the Reliant Agreement, as it discloses prices at which Big 

Rivers has been willing to sell power. That information is also commercially sensitive, 

would provide competitors an advantage in dealing with Big Rivers or Reliant, acting on 

behalf of Big Rivers, and is not generally available in the public domain. 

4. 

competitive value of information in the possession of Big Rivers related to its power 

marketing activities. On November 2, 1998, the Commission issued a letter in Case No. 

97-204 granting confidential protection to marketing information f?om Big Rivers’ Power 

Supply Department. By letter dated November 13, 1998, the Commission granted 

confidential treatment to material in the Six-Month Arbitrage Report filed by Big Rivers 

on November 2, 1998. By letter dated May 21, 1999, in Case No. 99-001 76 the 

Commission granted confidential treatment for power marketing information, including the 

fees paid to Reliant by Big Rivers. 

5. 

available to the public, whether through filings required by other agencies or otherwise, 

Big Rivers will notitjr the Commission and have its confidential status removed. 807 

K.A.R. 5:001, 97(9)(a). 

6. 

Confidential Information highlighted with transparent ink, and ten (10) copies of the 

The redacted information in the Hoosier Agreement is similar in nature to some of 

The Commission has previously recognized the commercial sensitivity and 

If and to the extent that any of the Confidential Information becomes generally 

One (1) copy of the response containing the Confidential Information, with the 

3 



response with the Confidential Information redacted, are attached to this petition. 807 

K.A.R. 5:OOl $7 (2)(a)2 and (2)(b). 

7. The Confidential Information is not known outside of Big Rivers, except by Big 

Rivers’ power marketer, and is not disseminated within Big Rivers except to those 

employees and professionals with a legitimate business need to know and act upon the 

information. 

WHEREFORE, Big Rivers respectfblly requests that the Commission class@ and 

protect as confidential the Confidential Information filed with this petition, on this the 12th 

day ofNovember, 1999. 

SULLIVAN, MOUNTJOY, STATNBACK 
& MILLER, P.S.C. 

n 

hpxJ M. Miller 
100 St. Ann Building, P. 0. Box 727 
Owensboro, Kentucky 42302-0727 
(502) 926-4000 

LONG ALDRIDGE & NORMAN LLP 
Douglas L. Beresford 
George F. “Geof” Hobday, Jr. 
70 1 Pennsylvania Avenue, N. W. 
Suite 600 
Washington, D.C. 20004 
(202) 624- 1200 

Attorneys for Big Rivers Electric 
Corporation 
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W DAVID DENTON 
THOMAS J KEULER 
WILLIAM E PINKSTON ATTORNEYS AT LAW 
LISA H. EMMONS 
DAVID L. KELLY 
THEODORE S. HUTCHINS' 
GLENN D. DENTON' 
STACEY A. BLANKENSHIP 

JOANNE M. TALBOTT' 

SAMUEL CARLICK 
OF COUNSEL 

*Also Licensed To Procltc~ In llllnols 

POST OFFICE BOX 929 

PADUCAH, KENTUCKY 42002-0929 

PADUCAH BANK BUILDING SUITE 301 

555 JEFFERSON STREET 
PADUCAH, KENTUCKY 42001 

TELEPHONE: (270) 443-8253 

FACSIMILE: (270) 442-6000 

REAL ESTATE FACSIMILE: (270) 442-6034 

e-mail dkOdklaw.com 

November 9, 1999 

MS HELEN HELTON 
EXECUTIVE DIRECTOR 
PUBLIC SERVICE COMMISSION 
730 SCHENKEL LN 
FRANKFORT KY 40601 

Re: Big Rivers Electric Corporation 
PSC Case No. 99-360 

Dear Ms. Helton: 

Enclosed is the original and eight copies of a Motion to Intervene which is being filed by Jackson Purchase 
Energy Corporation. 

A copy of the motion has been sent to each of the individuals shown on the certification. 

Sincerely yours, au- 
W. David Denton 

cc Mr. Kelly Nuckols 

6432.wpd 

http://dkOdklaw.com
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COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

THE TARIFF FILING OF BIG RIVERS ELECTRIC 
CORPORATION TO REVISE THE LARGE 
INDUSTRIAL CONSUMER RATE SCHEDULE 

CASE NO. 99-360 

MOTION TO INTERVENE OF JACKSON PURCHASE 
ENERGY CORPORATION 

Comes now Jackson Purchase Energy Corporation, 2099 Irvin Cobb Drive, P. 0. Box 

3 188, Paducah, Kentucky 42002-3 188, and respectfully moves the Commission pursuant to 807 KAR 

5:00, Section 3(8) for order permitting it full intervention herein. In support of this motion, movant states 

that it is a member-owner of the applicant, Big Rivers Electric Corporation; that the requested revised tariff 

will affect retail rates the movant will be required to charge customers in the future; and that the movant 

therefore has a special interest in this proceeding which may not be otherwise adequately represented. In 

further support, the movant states that Kenergy Corp. and Meade County Rural Electric Cooperative 

Corporation, who are also member-owners of applicant, have been previously granted intervention rights 

herein. 

WHEREFORE, movant prays for a ruling of the Commission. 

Respectfully submitted, 

DENTON & KEULER 
P.O. Box 929 

Tele: 502-443-8253 
Facsimile: 502-442-6000 

Paducah, KY 42002-0929 

W. David Denton 

ATTORNEYS FOR JACKSON PURCHASE 
ENERGY CORPORATION 



I hereby cede that the original and 8 copies 
of the foregoing were filed with the Public 
Service Commission by U.S. Certified Mail 
No. P 268 48 1 13 1, Return Receipt Requested, 
on November 1999: 

EXECUTIVE DIRECTOR 
PUBLIC SERVICE COMMISSION 
730 SCHENKEL LANE 
P 0 BOX 615 
FRANKFORT KY 40602 

and a true and correct copy of the foregoing 
was mailed on November 1999, to: 

MR G KELLY NUCKOLS (via fax) 
JACKSON PURCHASE ENERGY CORPORATION 
P 0 BOX 3188 
PADUCAH KY 42002-3 188 

HON JAMES M MILLER 
100 ST ANN BLDG 
P 0 BOX 727 
OWENSBORO KY 42302 
Counsel for Big Rivers Electric Corporation 

HON DOUGLAS L BERESFORD 
HON GEORGE F HOBDAY JR 
701 PENNSYLVANIA AVE NW STE 600 
WASHINGTON DC 20004 
Counsel for Big Rivers Electric Corporation 

HON FRANK N KING JR 
DORSEY KING GRAY & NORMWT 
318 2m ST 
HENDERSON KY 42420 
Attorneys for Kenergy Corp. and Meade 
County Rural Electric Cooperative Corporation 

W. David Denton 
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To: All parties of record 
I 

RE: Case No. 99-360 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Stephanie Bell 
Secretary of the Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

November 5, 19 9 9 

I 

- 

SB/hv 
Enclosure 



David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
100 St. Ann Building 
P . O .  Box 121 
Owensboro, KY 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC 20004 

i 

Honorable Frank N. King 
Dorsey, King, Gray & Norment 
Attorneys for Kenergy Corp. and 
Meade County RECC 
318 Second Street 
Henderson, KY 42420 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO 1 CASE NO. 99-360 
REVISE THE LARGE INDUSTRIAL 1 
CUSTOMER RATE SCHEDULE ) 

O R D E R  

I 

IT IS ORDERED that Big Rivers Electric Corporation (“Big Rivers”) shall file with 

the Commission the original and 8 copies of the following information, with a copy to all 

parties of record. The information requested herein is due no later than November 15, 

1999. Each copy of the data requested should be placed in a bound volume with each 

item tabbed. When a number of sheets are required for an item, each sheet should be 

appropriately indexed, for example, Item l(a), Sheet 2 of 6. Include with each response 

the name of the witness who will be responsible for responding to questions relating to 

the information provided. Careful attention should be given to copied material to ensure 

that it is legible. Where information requested herein has been previously provided, in 

the format requested herein, reference may be made to the specific location of said 

information in responding to this information request. 

1. Has Big Rivers notified all existing large industrial customers who could be 

affected by the proposed Rate Schedule IO? If yes, how was notification 

accomplished? If no, explain why these customers were not notified. 



2. Refer to item 3(a) of Big Rivers’ response to the Commission’s October 

15, 1999 Order. Big Rivers’ indicates that its “preference is to provide for new and 

expanded loads with a special contract” and that “Big Rivers does not believe that a 

one-size-fits-all approach would work well for new load served under the Expansion 

Tariff.” Describe how the new load expected to be served under the Expansion Tariff 

will differ from Big Rivers’ existing load that is served under a “one-size-fits-all” power 

supply arrangement. 

3. Refer to Items 3(c) and (d) of Big Rivers’ response to the Commission’s 

October 15, 1999 Order. Provide a detailed Ifsting that identifies and describes the 

strategies Big Rivers is presently looking into that may result in eliminating the need to 

purchase long-term power and possibly medium-term power. 

4. Refer to Items 2 and 4 of Big Rivers’ response to the Commission’s 

October 15, 1999 Order. Big Rivers’ draft 1999 Power Requirements Study in Item 2 

shows excess base power of 45 MW forecast for the year 2000. Item 4 indicates that 

Big Rivers has immediate concerns about new large loads coming on its system before 

2003 and that recent requests to serve potential new loads have asked “for load service 

to begin mid to late 2000.” Is Big Rivers facing a situation where it needs approval of 

the proposed Expansion Tariff, or some power supply arrangement, before it can make 

commitments to serve new loads that might require service by mid to late 2000? 

5. Refer to Item 5 of Big Rivers’ response to the Commission’s October 15, 

1999 Order, the third paragraph, which refers to establishing “a mechanism to obtain 

voluntary curtailment of load from large industrial customers of Big Rivers’ members 

when the electricity market is extremely high.” Explain why, at this point, this possible 

-2- 



mechanism is only an alternative that Big Rivers is considering rather than a tariff 

proposal before the Commission for its review. 

6. Refer to Item 7 of Big Rivers’ response to the Commission’s October 15, 

1999 Order. The response references Big Rivers’ contract with Reliant Energy 

(“Reliant”) under which most of Big Rivers’ power requirements outside of the 

agreements with Louisville Gas and Electric Energy Marketing, Inc (“LEM”) and the 

Southeastern Power Administration (“SEPA) are conducted. Provide the following 

information regarding the contract with Reliant: 

a. 

b. 

c. 

When the contract was executed; 

The term of the contract; 

Whether Reliant was chosen as Big Rivers’ power marketer as the 

result of a competitive bidding process; 

d. The Request for Proposals issued by Big Rivers which resulted in 

the selection of Reliant as its power marketer; 

e. 

7. Big Rivers has stated that its proposed “adder” for power purchases under 

Rate Schedule 10 was $.94 per kw/month. In Item 6 of the response to the 

Commission’s October 15, 1999 Order, Big Rivers provided a narrative description of 

how part of the “adder” is determined and the supporting workpapers for the remaining 

$.38 per kwlmonth. Provide the calculations showing the determination of the entire 

$.94 kw/month “adder.’’ 

The contract between Big Rivers and Reliant. 

8. Concerning the 5 MW load level incorporated in the proposed Rate 

Schedule IO: 

-3- 



a. Explain how Big Rivers determined that the 5 MW load was the 

appropriate “threshold” for new or expanded loads. 

b. Did Big Rivers intend for the 5 MW load threshold to apply each 

year to an industrial customer or was this to apply over a series of years? Explain the 

response. 

c. Assume for illustrative purposes that Rate Schedule 10 is approved 

as proposed. Customer A increases its load in year 1 by 3 MW and increases it again 

in year 4 by 3 MW. Would 1 MW of Customer A s  load be served under Rate Schedule 

10 in the fourth year? Explain the response. ! 

9. Provide an analysis of the impact on Big Rivers’ financial condition 

assuming Rate Schedule I O  is approved as proposed versus Rate Schedule 10 being 

denied in total. Explain any assumptions used in the analysis. 

I O .  For each customer class listed below, provide a comparison by year of the 

customer class loads as shown in the PSC2-38R financial model and the currently 

expected loads. Explain in detail the reasons for any changes between these 

forecasted loads. 

a. Large Industrial. If specific industrial customers are the primary 

reason for any annual change, identify those customers. 

b. Rural. 

C. Other Sales. 

The proposed Rate Schedule 10 refers to large industrial customers with 11. 

Qualifying Facilities (“QF”). 

-4- 



a. How many of Big Rivers’ current large industrial customers have 

QFs? Provide a list of those customers. 

b. How many of Big Rivers’ current large industrial customers have 

the potential to develop QFs on their sites? Provide a list of those customers. 

c. Based on the response to the Commission’s October 15, 1999 

Order, Item 4, indicate how many of those possible customers inquiring about service 

have QF potential. 

12. Since the beginning of the purchased power agreement (“PPA) with LEM, 

has Big Rivers signed any contractual agreement that resulted in the sale of Base 

Power or SEPA power to a party other than one of Big Rivers’ three member distribution 

cooperatives? If yes, provide the full details of each agreement. 

13. Provide the following information concerning Big Rivers’ sources of 

purchased power: 

a. The minimum and maximum hourly power purchases allowed 

under the PPA with LEM. Provide these amounts for the entire term of the contract. 

b. The minimum and maximum annual power purchases allowed 

under the PPA with LEM. Provide these amounts for the entire term of the contract. 

c. The minimum and maximum power purchases allowed under the 

SEPA contract. Provide these amounts by year for each year of the current contract, 

and indicate when the current contract is scheduled to expire. 

14. The introduction to the proposed Rate Schedule 10 refers to “certain large 

industrial or commercial loads.” 



a. Do Big Rivers’ three member distribution cooperatives currently 

have any commercial customers who could potentially be served under the proposed 

Rate Schedule 1 O? If yes, identify those customers. 

I ATTEST: 

b. Have any existing commercial customers expressed an interest in 

the proposed Rate Schedule I O ?  

c. Have any potential customers inquiring about service from a 

member distribution cooperative and Big Rivers been commercial customers? If yes, 

how many of the total inquiries were from commercial customers? 

Done at Frankfort, Kentucky, this 5th day!of Novanber, 1999. 

By the Commission 



October 22, 1999 

Ms. Hclcn Hclton 
Executive Director 
Public Scivicc Commission 
730 Schenkel Lane 
Frankfort, KY 40601 

RE: Big Rivers Electric Corporation 
PSC Case No. 99-360 

Dear Ms. Helton: 

201 Third Street 
P.O. Box 24 
Henderson, KY 424 19-0024 
502.82 7.2561 
w ww. bi grivers.com 

Eneloscd arc an original and eight copies of the response of Big Rivers Electric Corporation to 
the data requests containcd in the Commission's Order dated October 5, 1999, in Case No. 99- 
360. 

Sincerely, 

BIG RIVERS ELECTRIC OWORATION ( F  
David A. Spainhoward 
Vice President 
Contract Administration and Regulatoiy Affairs 

Pm 
Enclosures 
C: James M. Miller, Esq. 

Douglas Bcrcsford, Esq. 
Mr. Burns Mercer 
Mr. Kelly Nuckols 
Mr. Dean Stanlcy 
Frank N. King, Esq. 
David Denton. Esq. 

http://grivers.com


0 
a 

b 

B 

B 

D 

B 

B 

0 

a 

e 

- 1 ,  SL." 
../ I-..,' 

I - ,  /I @@2 5 

PUBLIC SERVICE COMMISSION OF KENTUCKY '+'~ 

COMMONWEALTH OF KENTUCKY r e$&;;;. BEFORE THE -.<.. , r; 

In the Matter of: 

The Tariff Filing of Big Rivers Electric 1 

Customer Rate Schedule 1 
Corporation to Revise the Large Industrial 1 Case No. 99-360 

BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION'S 

INITIAL REQUEST FOR INFORMATION OF 
OCTOBER 15,1999 

Items 1-7 

October 25,1999 



@lo% P.C.W. 



I 
2 

3 

4 

5 

6 

7 

8 

9 
I O  
1 1  

12 
13 
14 

15 
16 

17 
18 

19 
20 

21 
22 
23 
24 

25 

26 

27 
28 

29 
30 
31 

32 

33 
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BIG RIVERS ELECTRIC CORPORATION 

RESPONSE TO THE COMMISSION’S 
M T I A L  REQUEST FOR INFORMATION OF OCTOBER 15, 1999 

CASE NO. 99-360 

Item 1) Refer to Pagc 3 of Big Rivers’ transmittal letter dated August 26, 1999, 
where it states, “Under Big Rivers’ latest load projections, ordinaiy load growth will 

consume the amount of excess Base Power available by the year 2003.” Based on the 

most current load projections available at the time that the lease arrangement with the 

affiliates of LG&E Energy COT. was initiated, when was ordinary load growth 
forecasted to consume available excess Base Power? 

Response) The attached table shows data taken from the 1997 Power Requirements 
Study (PRS) adjusted to reflect the removal of the smelter peaks fiom Big Rivers’ load. 
The table indicates that in 2007 ordinaiy load growth was forecasted to consume 
available excess base power. The draft 1997 PRS. which was available at the time the 
lease arrangement with the LG&E Affiliates was initiated, showed that Big Rivers would 

be short 28-55 MW from 2008-201 0. on peak. However, neither Big Rivers’ draft PRS 

nor its financial projections at that time showed any industrial load growth. Therefore, 
the shortfall alone would not have been a significant problem Pricing such a small 

potcntial shortfall would have been highly speculative and therefore was excluded fiom 
the financial forecast. Because of the strong national economy, and new industrial loads 
becoming interested in Big Rivers’ low rates, however, Big Rivers now anticipates the 

need to have a tariff in place for new commercial and industrial rates to meet a higher 
level of load. 

Witness) C. William Blackburn and Mark A. Hite 

Item 1 
Pagc 1 of 2 



I 1997 PRS PEAKS WITH SMELTERS REMOVED ~~~~ I 
YEAR CAPACITY 
2000 750 

PEAK EXCESS 
68 1 69 

- _  - 

2002 
2003 
2004 

775 714 61 
775 725 50 
775 73 8 37 

2005 
2006 
2007 
2008 

775 750 25 
775 763 12 
775 775 0 
775 803 -28 

2009 
2010 

775 817 -42 
775 830 -55 

Item 1 
Page 2 of 2 

201 1 
2012 
2013 
2014 

895 844 51 
978 858 120 
978 884 94 
978 898 80 

2015 978 913 65 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 

INITIAL REQUEST FOR INFORMATION OF OCTOBER 15,1999 

CASE NO. 99-360 

Item 2) 
the time the lease arrangement was initiated to the latest load projections referenced on 
Page 3 of Big Rivers’ transmittal lettcr that indicate that excess Base Power will be 
consumed by ordinary load growth by the year 2003? 

What factors have caused the changed results fi-om the load projections at 

Response) 
lease arrangement was initiated to the latest load projcctions are: ( I )  a strong national 

economy, and (2) lower costs on Big Rivers’ system which have encouraged expansion. 

In addition, new industrial loads are interested in locating in Big Rivers’ members’ 
service areas. 

The factors that have caused the change in load projections at the time the 

Based on Big Rivers’ draft 1999 Power Requirements Study, in 2003 the 
excess base power is forecast to be 20 MW. This data is taken from the base case 

forecast and the actual peaks could be greater depending on weather, unexpected growth 

and other factors mentioned above. If the load growth is only slightly greater than 

projected, Big Rivers could be short on power and find itself exposed to the extreme 

summer prices that have occurred during the past two summers. 

Witness) C. William Blackburn 

Item 2 
Page 1 of 2 
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2000 
200 1 
2002 

750 705 45 
775 723 52 
775 73 9 36 - -  - -  I 

2003 775 755 
2004 775 770 

1999 PRS PEAKS WITH SMELTERS REMOVED 
YEAR I CAPACITY I PEAK I EXCESS 

20 
5 

' 8  
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BIG RIVERS ELECTRIC CORPORATION 

RESPONSE TO THE COMMISSION’S 
INITIAL REQUEST FOR INFORMATION OF OCTOBER 15, 1999 

CASE NO. 99-360 

Jtem 3) 
will purchase power fiom third-party suppliers and will procurc thc type and quantity of 
power required by one of its membcr,cooperatives for resale to the cooperativc’s retail 
customers on a customer-by-customer basis. 

The terms of thc proposed Expansion Rate Tariff reflect that Big Rivers 

a. Explain Big Rivers’ decision to acquire power on a customer-by- 
customer basis rather than make contractual arrangements for a 

third-party power supplier to provide power for all expansion 

loads. 

b. To what extent has Big Rivers investigated the availability of 

medium- to long-term third-party power supplies in order to 
determine whether arrangements could be made with a single 
powcr supplier to serve its expansion loads? 

c .  Would there be any means other than issuing a Request for 
Proposals (“RFP”) by which a thorough investigation of third-party 
powcr supplies could bc pcrformed and adcquately documented7 

d. Has Big Rivers issucd an RFP to investigatc the availability of 

third-party power supplies to serve its expansion loads? 

Response) a. Big Rivers’ preference is to provide for new and expanded loads 
with a special contract. Big Rivers does not believc that a “one size fits all” approach 
would work wcll for ncw load served under the Expansion Rate Tariff. Factors such as 
load sizc, load factor. term, market volatility, capacity reservation costs, and risk 
management would make it difficult to negotiatc a favorable contract for unpredictable 

and undefined load growth. Furthermore, it would undermine one objective of the rate 
which is flcxibility to obtain favorable terns and prices for each unique situation. 

Item 3 
Page 1 of 2 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 

INITIAL REQUEST FOR INFORMATION OF OCTOBER 15. 1999 

CASE NO. 99-360 

We do intend to aggregate load when possible under this tariff. Each time 
[here is a new incrcmcnt of expansion load, Big Rivers will evaluate whether it will be 

bencficial to aggregate other new or existing expansion loads. If conditions permit, Big 
Rivers will structure the third party power supply agreements to aggregate load. 

b. It would not bc prudent to break out and negotiatc specific 

wrchases because Big Rivers does not know what the specific timing, load or quality of 
3ower nceds are yet. 

c. and d. Big Rivers has not issued an RFP to investigate thc 

ivailability of a single third-party power supplier to sei-ve its expansion loads. Big Rivers 
ias had informal conversations with various marketers relative to specific load additions. 
rhey all want a beginning and ending date for the load and the exact amount of capacity 

iecded. As the Commission knows, the electricity market for the last two summers has 
x c n  extremely volatile, which marketers dccm as risk and they translate risk into a 
iigher price. If a third party has to resei-vc an unknown quantity of power, thc third party 
will  also translatc that opportunity cost into a higher price. For instance, the opportunity 
:ost will include their missed opportunity to sell into a summer “blow-out” market. 

Based on Big Rivers’ gcneral conversations with marketers and thcir responses to our 
:ase-by-case proposals, we do not bclicve wc would receive any rcsponses of a 

-easonable price magnitude due to the unknown conditions, risks, and opportunity costs 

hat would be included in their analyses and reflected into their price. Big Rivers is 
ooking into strategies that may result in eliminating the need to purchase long-teim 
7ower and possibly mcdium-term power. 

Also. plcasc see response to the Commission’s Initial Request for 
[nformation, Itcm No. 5. 

Witness) Jack Gaincs and C. William Blackburn 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION'S 

INITIAL REQUEST FOR [NFORMATION OF OCTOBER 15,1999 

CASE NO. 99-360 

Item 4) 
Rivers' concerns that one or two large loads could consume all remaining quantities of 

Big Rivers' transmittal letter refers to member cooperatives' and Big 

Base Power. 

Response) 

a. Given that Big Rivers' latest load projections indicated that 
ordinary load growth will consume excess Base Power by the year 
2003, are there any immediate concei-ns or expectations that new 
large loads will be coming on the Big Rivers' system between now 

and 2003? 

b. If there are such expectations currently. provide the time and size 

of the expected load additions. 

a. Yes, Big Rivers has immediate concerns. 

b. Big Rivers has received several requests for pricing proposals from 
the member distribution systems on a confidential basis. Their requests range from a 
small expansion up to a load in the range of 125 MW. As recently as September 30, we 

received an inquiry concerning a 30-40 MW load. The requests are for load service to 
begin mid to late 2000. Typically, potential large customers request confidentiality until 

they are ready to make a decision or an announccment. 

Witness) C. William Blackburn 

Item 4 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION'S 

INITIAL REQUEST FOR INFORMATION OF OCTOBER 

CASE NO. 99-360 

5, 1999 

[tern 5 )  
cxccss Base Power by the year 2003. What are Big Rivers' current plans for meeting that 

load growth beginning in 2003? 

The latest load projections show that ordinaiy load growth will consume 

Response) 

keep as many options open as possible. 

To meet load growth for the year 2003 and beyond, Big Rivers plans to 

Big Rivers is keeping the option open to enter into a long-term contract for 

power supply. However, we believe that now is definitely not the time to enter into a 
long-teim power contract. See response to Item 3 (b). Big Rivers has filed a 
:ogeneration and small power producer tariff with the Commission. If Big Rivers is able 
:o back-up thc QF power from third party sources, this would potentially free up power 
For native load. 

Another alternative is to work with the Commission to establish a 
mechanism to obtain voluntary curtailment of load fiom large industrial customers of Big 

Rivers' members when the electricity market is extremely high. Big Rivers may be able 
:o expand that mechanism and combine it with cogeneration power mentioned above to 

'clip" the short duration major peaks and defer or possibly eliminate the need to purchase 
my additional capacity in the future. 

Big Rivers plans to investigate the feasibility of using daily futures options 
n the electricity market to cover needs of the load growth. We should be able to 
:ombinc the purchase of a call option with an arbitrage sales strategy and minimize the 
:ost of additional capacity. 

Witness) C. William Blackburn 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION’S 

INITIAL REQUEST FOR INFORMATION OF OCTOBER 15. 1999 

CASE NO.’ 99-360 

Item 6) 
(f)(4) was calculated. Provide any workpapers supporting this calculation. 

Explain how the “Big Rivers Adder” as described in Rate Schedule 10 

Response) 
12-month period ended July 1999 was the benchmark for determining Big Rivers’ pro 
forma costs. This trial balance was “unbundled” among Power Supply, Customer 

Service, Transmission, Generation, and Administrative and General (A&G). Pro forma 

adjustments were then made to normalize the following items: (a) outside services, (b) 
fuel restitution, (c) donations, penalties, and political activities, (d) advertising, (e) other 

interest expense, (f) workers compensation, and (8) depreciation and amortization. The 

resulting pro forma costs for Power Supply, excluding the cost of power, and Customer 

Service were then allocated their share of A&G. A&G was allocated on the basis of 
“unbundled’ pro forma wages and salaries, as in Big Rivers’ Open Access Transmission 
Tariff Finally, I O  pcrcent of Power Supply and Customer Service interest, including 

their share of A&G interest, was added, allowing for a TIER of 1.10. Because these 
Power Supply and Customer Seivice costs are considered fixed (capacity costs), pro 

forma billing demand kW was utilized to compute the “adder.” Member billing dcmand 
kW for the 12-month period ended July 1999 was determined and normalized. For the 

Power Supply componcnt of the “adder,” “Arbitrage” pro foima demand kW of 916.3 10 
was also addcd. 

The mcthodology for calculating the Big Rivers’ adder is as follows: The 

The requested workpapers suppoiting the $.38 “adder” are attached. 

Witness) Mark A. Hite 

Item 6 
Page I of 7 



Without New 

LARGE INDUSTRIAL EXPANSION RATE - PRO FORMA 

With New 

a 

Power Supply Cost 
Billing Demand-kW 0 

Depreciation Study Depreciation Study 
$735,697.88 $734,257.04 
7,729,493 7,729,493 

$ .095 $ .095 
I I 

Customer Service Cost $1,947,690.14 $1,943,907.38 
Billing Demand-kW 6,8 13,183 6,813,183 

$.286 $.285 

Rate per kW Month Billing 
Demand* $.381 $.380 

*$.38/kW-month “Adder” (with or without the new Depreciation Study). 

Item 6 
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A and G Cost Allocation e 
Pro Forma Pro Forma 8/98-7199 

ACCT # DESCRIPTION 
Wages and Salaries 

560100 OPER SUPERVISION 8 ENG-LINES-LABOR 
560200 OPER SUPERVISION 8 ENG-STATIONS-LABOR 
561 100 LOAD DISPATCHING-LABOR 
562100 STATION EXPENSES-LABOR 
563100 OVERHEAD LINE EXPENSES-LABOR 
566100 MlSC TRANSMISSION EXP-LINES-LABOR 
566200 MlSC TRANSMISSION EXP-STATIONS-LABOR 
568100 MAINT SUPERVISION 8 ENG-LINES-LABOR 
568200 MAINT SUPERVISION 8 ENG-STATIONS-LABOR 
569100 MAINT STRUCTURES-LABOR 
570100 MAINT STATION EQUIPMENT-LABOR 
571 100 MAINT OVERHEAD LINES-LABOR 
573100 MAINT MlSC TRANSMISSION PLT-LINE-LABOR 
573200 MAINT MlSC TRANSMISSION PLT-STA-LABOR 

Total Transmission Wages and Salaries 

920101 ADMIN 8 GENERAL SALARIES - POWER SUPPLY 

908100 CUSTOMER ASSISTANCE EXPENSES-LABOR 
920102 ADMIN 8 GENERAL SALARIES - CUSTOMER SE 

Total Customer Service 

Total Non-A&G Wages and Salaries 

820100 ADMINISTRATIVE AND GENERAL SALARIES 
920100 ADMINISTRATIVE AND GENERAL SALARIES 
930100 GENERAL ADVERTISING EXPENSES-LABOR 
930200 MISCELLANEOUS GENERAL EXPENSES-LABOR 
935100 MAINTENANCE OF GENERAL PLANT-LABOR 
925100 INJURIES & DAMAGES-LABOR 
926100 EMPLOYEE PENSIONS 8 BENEFITS-LTDLABOR 

Total Wages and Salaries 

Transmission O&M 

560100 OPER SUPERVISION & ENG-LINES-LABOR 
5601 10 OPER SUPERVISION 8 ENG-LINES-EXPENSE 
560200 OPER SUPERVISION 8 ENG-STATIONS-LABOR 
560210 OPER SUPERVISION & ENG-STATIONS-EXPENSE 
561100 LOAD DISPATCHING-LABOR 
561 110 LOAD DISPATCHING-EXPENSE 
562100 STATION EXPENSES-LABOR 
5621 10 STATION EXPENSES-EXPENSE 
563100 OVERHEAD LINE EXPENSES-LABOR 
5631 10 OVERHEAD LINE EXPENSES-EXPENSE 
566100 MlSC TRANSMISSION EXP-LINES-LABOR 
5661 10 MlSC TRANSMISSION EXP-LINES-EXPENSE 
566200 MlSC TRANSMISSION EXP-STATIONS-LABOR 
566210 MlSC TRANSMISSION EXP-STATIONS-EXPENSE 
567200 RENTS-STATIONS 
568100 MAINT SUPERVISION 8 ENG-LINES-LABOR 
5681 10 MAINT SUPERVISION & ENG-LINES-EXPENSE 
568200 MAINT SUPERVISION 8 ENG-STATIONS-LABOR 
568210 MAINT SUPERVISION 8 ENG-STATIONS-EXPENSE 
569100 MAINT STRUCTURES-LABOR 
5691 10 MAINT STRUCTURES-EXPENSE 
570100 MAINT STATION EQUIPMENT-LABOR 
5701 10 MAINT STATION EQUIPMENT-EXPENSE 
571 100 MAINT OVERHEAD LINES-LABOR 
571 110 MAINT OVERHEAD LINES-EXPENSE 
573100 MAINT MlSC TRANSMISSION PLT-LINE-LABOR 

8/98-7199 

203.757.94 
150,513.20 
682,321.12 
329,505.87 
125,363.83 
104,512.74 
96,314.21 

147,474.28 
166,099.50 
37,248.45 

743.882.12 
327,717.40 
13,506.81 
5,037.54 

3,133.255.01 

267,033.57 

427,505.60 
273,560.82 

701,066.42 

4,101,355.00 

2,153.997.28 

50,240.94 
1.070.51 

188.1 35.89 

6,494,799.62 

203,757.94 
35,909.03 

150,513.20 
2,362.46 

682,321.12 
36,523.89 

329.505.87 
447,370.47 
125.363.83 
528,477.00 
104,512.74 
30,821.32 
96,314.21 
64,682.58 
21,111.12 

147,474.28 
2.334.25 

166,099.50 
2,367.12 

37,248.45 
19,092.32 

743,882.1 2 
766,018.16 
327,717.40 
516,276.66 
13,506.81 

Item 6 
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With New Depr 

203,757.94 
150,513.20 
682,321.12 
329,505.87 
125,363.83 
104.512.74 
96.314.21 

147,474.28 
1 66,099.50 
37,248.45 

743.882.12 
327,717.40 

13,506.81 
5,037.54 

3,133,255.01 

267,033.57 

427,505.60 
273,560.82 

701,066.42 

4,101,355.00 

2,153,997.28 

50.240.94 
1,070.51 

188,135.89 

6,494,799.62 

203.757.94 
35,909.03 

150.5 13.20 
2,362.46 

682,321.1 2 
36,523.89 

329,505.87 
447,370.47 
125,363.83 
528,477.00 
104,512.74 
30,821.32 
96,314.21 
64,682.58 
21.11 1.12 

147,474.28 
2,334.25 

166,099.50 
2.367.12 

37,248.45 
19,092.32 

743,882.1 2 
766,018.16 
327,717.40 
516,276.66 
13.506.81 

Page 1 



A and G Cost Allocation 0 

Pro Forma Pro Forma 8/98-7199 

a 

e 

e 

a 

0 

0 

c 

ACCT # DESCRIPTION 
5731 10 MAINT MlSC TRANSMISSION PLT-LINE-EXPENSE 
573200 MAINT MlSC TRANSMISSION PLT-STA-LABOR 
573210 MAlNT MlSC TRANSMISSION PLT-STA-EXPENSE 

Total Transmission OBM 

Power Supply OBM 

820100 ADMINISTRATIVE AND GENERAL SALARIES 
920101 ADMIN 8 GENERAL SALARIES - POWER SUPPLY 
921 101 OFFICE SUPPLIES 8 EXPENSE - POWER SUPPL 
923101 OUTSIDE SERVICES EMPLOYED-POWER SUPPLY 
93021 1 MlSC GENERAL EXPENSE - EXPENSE - POWER S 
9351 11 MAlNT OF GENERAL PLANT - EXPENSE - POWER 

Total Power Supply ObM 

Customer Assistance OBM 

9081 00 CUSTOMER ASSISTANCE EXPENSES-LABOR 
9081 10 CUSTOMER ASSISTANCE EXPENSES-EXPENSE 
9091 10 INFORMATION 8 INSTRUCTION ADV EXP 
910110 MlSC CUSTOMER SERV 8 INFORMATIONAL EXP 
9131 10 ADVERTISING EXPENSE 
920102 ADMIN 8 GENERAL SALARIES - CUSTOMER SE 
921 102 OFFICE SUPPLIES 8 EXPENSE - CUSTOMER SE 
923102 OUTSIDE SERVICES EMPLOYED-CUSTOMER SERV 
9301 12 GENERAL ADVERTISING EXP-EXP-CUSTOMER SERV 
930212 MlSC GENERAL EXP - EXP - CUSTOMER SERVIC 
9351 12 MAINT OF GENERAL PLANT - EXP - CUSTOMER 

Total Customer Assistance OBM , 

Administrative and General 

408170 TAXES-PROPERTY-GENERAL PLANT 
4081 79 TAXES-PROPERTY-GENERAL-CONTRA 
426500 OTHER DEDUCTIONS 
920100 ADMINISTRATIVE AND GENERAL SALARIES 
921 100 OFFICE SUPPLIES AND EXPENSES 
923100 OUTSIDE SERVJCES EMPLOYED 
923101 OUTSIDE SERVICES-DEFEASED SALEILEASEBACK 
923200 OUTSIDE SERVICES-REORGANIZATION COSTS 
9241 50 PROPERTY INSURANCE-TRANSMISSION-STATIONS 
924160 PROPERTY INSURANCE-TRANSMISSION-LINES 
924170 PROPERTY INSURANCE-ABG 
925100 INJURIES 8 DAMAGES-LABOR 
925150 INJURIES 8 DAMAGES-TRANSMISSION-STATIONS 
925160 INJURIES 8 DAMAGES-TRANSMISSION-LINES 
925170 INJURIES 8 DAMAGES-AbG 
925200 INJURIES 8 DAMAGES-EXPENSE 
926100 EMPLOYEE PENSIONS 8 BENEFITS-LTDLABOR 
9261 50 EMPLOYEE PENSIONS 8 BENEFITS-STATIONS 
926160 EMPLOYEE PENSIONS 8 BENEFITS-LINES 
926170 EMPLOYEE PENSIONS 8 BENEFITS-ABG 
926200 EMPLOYEE PENSIONS 8 BENEFITS-EXPENSE 
928100 REGULATORY COMMISSION EXPENSES 
930100 GENERAL ADVERTISING EXPENSES-LABOR 
9301 10 GENERAL ADVERTISING EXPENSES-EXPENSE 
930200 MISCELLANEOUS GENERAL EXPENSES-LABOR 
930210 MISCELLANEOUS GENERAL EXPENSES-EXPENSE 
935100 MAINTENANCE OF GENERAL PLANT-LABOR 
9351 10 MAINTENANCE OF GENERAL PLANT-EXPENSE 

Total ABG 

Transmission Portion = Trans W8SlNon ABG W8S 
Transmission A8G 

Page 2 

8/98-7199 
9,113.55 
5,037.54 

1 2,102.85 

5,627,817.79 

267,033.57 
24,691.76 
36,294.47 

748.63 

328,768.43 

427,505.60 
196,931.49 
24,368.08 

1,795.34 

273,560.82 
85,917.61 
37,095.00 

(168,380.00) 

548.98 

879.342.92 

122,s 1.06 
(1 22,953.02) 

4,759.76 
2,153,997.28 

327,169.20 
926,610.53 

1,070.51 

238,464.52 

188,135.89 

(1,761.76) 
162.697.65 
405,515.1 0 

603,247.62 
50,240.94 
72,857.31 

5,133,012.59 

76.40% 
3,921.396.08 

Item 6 

With New Depr 
9,113.55 
5,037.54 

12,102.85 

5,627,817.79 

267.033.57 
24,691.76 
36,294.47 

748.63 

328,768.43 

427,505.60 
196,931.49 
24,368.08 

1,795.34 

273,560.82 
85,917.61 
37,095.00 

(166,380.00) 

548.98 

879,342.92 

122,961.06 
(122,953.02) 

4,759.76 
2,153,997.28 

327,169.20 
926,610.53 

1,070.51 

238.464.52 

188,135.89 

(1,761.76) 
162.697.65 
405,515.1 0 

603,247.62 
50,240.94 
72,857.31 

5,133,012.59 

76.40% 
3,921,396.08 

Page 4 of 7 



0 A and G Cost Allocation 

Pro Forma Pro Forma 8/98-7199 
ACCT # DESCRIPTION 

Power Supply Portion = PS WLSlNon A8G W8S 
Power Supply ABG 

Customer Assistance Portion = CA WBSINon ABG WBS 
Customer Assitance ABG 

8/98-7199 
6.51% 

334,203.37 

17.09% 
87741 3.14 

5,250,456.06 
3,797,704.10 

(65,791.00) 
( 1 7,502.00) 

8,964,867.16 

743,402.08 

76.40% 
567,926.52 

6.51% 
48,401 .88 

17.09% 
127,073.67 

With New Depr 
6.51% 

334,203.37 

17.09% 
877.41 3.14 

Interest 

427150 INTEREST ON LONG-TERM DEBT-STATIONS 
427160 INTEREST ON LONG-TERM DEBT-LINES 
427350 INTEREST CHARGED TO CONST-CR-STATIONS 
427360 INTEREST CHARGED TO CONST-CR-LINES 
431300 INTEREST EXPENSE-OTHER 

5,250,456.06 
3,797,704.1 0 

(65,791.00) 
(17,502.00) a 

4 

e 

0 

e 

a 

0 

0 

e 

Total Transmission Interest ' 8,964,867.16 

427170 INTEREST ON LONG-TERM DEBT-GENERAL 743,402.08 

Transmission Portion of General Interest 
Transmission General Interest 

76.40% 
567,926.52 

6.51% 
48,401.88 

Power Supply Portion of General Interest 
Power Supply General Interest 

Customer Assistance Portion of General Interest 
Customer Assistance General Interest 

17.09% 
127,073.67 

Depreciation 

40351 0 DEPR EXPENSE-TRANSMISSION-STATIONS 
403520 DEPR EXPENSE-TRANSMISSION-LINES 

2,694.279.46 
1,756,903.26 

2,373,223.23 
1.923,437.72 

4,296,660.95 Total Transmission Depreciation 4,451,182.72 

403700 DEPR EXPENSE-GENERAL PLANT 299,253.83 277.1 24.03 

Transmission Portion of General Depreciation 
Transmission General Depreciation 

76.40% 
228.616.78 

76.40% 
21 1,710.58 

Power Supply Portion of Depreciation 
Power Supply General ldepreciation 

6.51% 
19,484.00 

6.51% 
18,043.16 

17.09% 
47,370.28 

Customer Assistance Portion of Depreciation 
Customer Assistance General Depreciation 

17.09% 
51,153.05 

Total Transmission Cost Before Margins 
Total Power Supply cost Before Margins 
Total Customer Assistance Cost Before Margins 

23,761,807.05 
730,857.69 

1,934,982.78 

23,590,379.09 
729,416.85 

1,931,200.01 

Target Transmission Margin 10% of Interest 
Target Power Supply Margin 
Target Customer Assistance Margin . 

953,279.37 
4,840.19 

.12.707.37 

953,279.37 
4,840.19 

12.707.37 

TOTAL TRANSMISSION COSTS 
TOTAL POWER SUPPLY COSTS 
TOTAL CUSTOMER SERVICE COSTS 

24,715,086.42 
735,697.88 

1,947.690.14 

24543,658.45 
734,257.04 

1,943,907.38 

Item 6 
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BIG RIVERS ELECTRIC CORPORATION 

RESPONSE TO THE COMMISSION’S 
INITIAL REQUEST FOR [NFORMATION OF OCTOBER 15. 1999 

CASE NO. 99-360 

Item 7) 
additional load under the proposed tariff. Also, address these specific issues: 

Explain what steps Big Rivers will take to procure power for new and 

a. 

b. 

C. 

d. 

e. 

Will Big Rivers’ member cooperatives or their customers have any 

influence on the choices of suppliers From whom power is 

purchased‘? Why or why not? 

Describe any contract standards for purchasing power to which Big 

Rivers will adhere. 

Under any circumstances will an entity other than Big Rivers 
procure this power on Big Rivers’ behalf? Under what types of 
circumstances might this occur‘? 

Does Big Rivers anticipate procui-ing power for these customers on 
both a firm and non-firm basis? If no, explain why not. 

Explain how Big Rivers will bill its member cooperatives for new 

loads under the proposed tariff. Provide all supporting 

calculations. 

Response) Big Rivers remains the wholesale all-requirements supplier to its three 
member distribution cooperatives irrespective of the amount of Base Power currently 
being consumed by those members’ consumers. Accordingly. Big Rivers. as power 

supplier, has an ongoing obligation to forecast these members’ customers’ loads and to 
obtain sufficient supplies of power on the wholcsale open market to meet Big Rivers’ 
power supply obligations. Big Rivers’ Power Supply Department will have the 
responsibility for balancing supply and demand on Big Rivers’ system including 

responsibility for developing power supply resources other than Base Power from LG&E 

Energy Marketing, Inc. Big Rivcrs anticipates meeting these responsibilities in 

Item 7 
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BIG RIVERS ELECTRIC CORPORATION 
RESPONSE TO THE COMMISSION'S 

INITIAL REQUEST FOR INFORMATION OF OCTOBER 15.1999 

CASE NO. 99-360 

a cost-efficient, rcliable manner depending upon the forecasted needs. To the extent that 
incremental power needs are short-term or limited, Big Rivers will attempt to select a 
short-term resource that best meets that need. Longer-term incremental needs may 
require greater commitment by Big Rivers and will be selected to assure reliable supply. 

a. Big Rivers does not expect any change in its method of purchasing 

power as a result of this tariff. Individual customers and distribution cooperatives will 

have no formal role in selecting the source of power, and their ability to influence Big 
Rivers' decision making will be no different than thcir current ability to influence such 
decisions. 

b. Big Rivers is not certain what is meant by the term contract 

standards. Big Rivers has a contract with Reliant Energy, its power marketer, under 

which most of its power requirements outside of the Power Purchase Agreement with 

LEM and SEPA are conducted. That contract contains a comprehensive array of 
standards for power transactions made on behalf of Big Rivers. Big Rivers' current 

position is that it will never knowingly leave itself in an uncovered position when 
purchasing power. Big Rivers will regard reliability and price, in that order, as the 

paramount requirements in selecting such resources. 

c. Big Rivers contemplates that it may call upon the expertise of 
Reliant Energy or other third parties at certain times to assist it in locating available 
power supply resources. However, Big Rivers would in all circumstances make the 
decision of when to purchase power, how much to purchase, and how long to purchase it. 
As a result, Big Rivers believes that Big Rivers will at all times make such procurement 
itsclf, although thcrc may bc onc or more intermediaries between the gcneration of the 

power and Big Rivers' purchase of it. No entity other than Big Rivers will exercise the 
right to procure such power unless and until this Commission or the Kentucky legislature 
lawfhlly enacts retail wheeling in Kentucky giving entities other than Big Rivers 

responsibility to procure such powcr. 

Item 7 
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(b a 
BIG RIVERS ELECTRIC CORPORATION 

RESPONSE TO THE COMMISSION’S 
INITIAL REQUEST FOR INFORMATION OF OCTOBER 15,1999 

CASE NO. 99-360 

d. Yes. 

C. Where individual distinct loads will be served under non- 
aggregated contracts, the billing to the cooperative will be cost plus the Big Rivers’ 
adder. For aggregated loads, Big Rivers believes that the total incremental load in kW or 
kWh for each distribution cooperative will need to be calculated. and then each 

distribution cooperative would pay its allocable share of the total resource cost for the 
power used to supply the incremental loads. For new customers or new discrete loads, 
Big Rivers will separately meter such individual customers. For existing customers that 

expand their loads, kW and kWh in excess of historical amounts incurred during the 12 

months prior to September 1, 1999, will be determined each month to calculate their 
share of the incremental power resource costs. Individual breakdowns between demand 

and energy will depend upon the terms of a given transaction, given that some 

transactions may be tilted towards energy and other towards demand. Big Rivers will in 
each month establish the appropriate balance between demand and energy and then 

allocate the costs in that month according to the total kW demand and the total kWh 
usage. Becausc the costs will be as set forth in the third-party contract, Big Rivers will 
not have an incentive to skew costs towards demand or energy because Big Rivers will 
receive the same net amount. Individual customers will then see reflected on their bills a 
cost for non-incremental loads and a cost for incremental loads. 

Witness) C. William Blackburn, David Spainhoward and Jack Gaines 

Item 7 
Page 3 of 3 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

.October 25, 1999 

To: All parties of record 

RE: Case No. 99-360 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, *m- Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



I , 

David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
100 St. Ann Building 
P.O. Box 727 
Owensboro, KY 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC 20004 

Honorable Frank N. King 
Dorsey, King, Gray & Norment 
Attorneys for Kenergy Corp. and 
Meade County RECC 
318 Second Street 
Henderson, KY 42420 



In the Matter of: 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO REVISE 1 
THE LARGE INDUSTRIAL CUSTOMER ) 
RATE SCHEDULE ) 

O R D E R  

CASE NO. 
99-360 

This matter arises upon the joint motion of Kenergy C rp. and M e J e  County Rural 

Electric Cooperative Corporation (hereinafter referred to as “Petitioners”), filed October 8, 

1999, for full intervention. It appears to the Commission that Petitioners have a special 

interest which is not otherwise adequately represented, and that such intervention is likely 

to present issues and develop facts that will assist the Commission in fully considering the 

matter without unduly complicating or disrupting the proceedings. The Commission also 

recognizes that a procedural schedule was established in this proceeding by Order dated 

September 28, 1999. The Commission, being otherwise sufficiently advised, finds that 

Petitioners should be granted full rights of a party in this proceeding accepting the 

procedural schedule as it now stands. 

IT IS HEREBY ORDERED that: 

1. 

2. 

The joint motion of Petitioners to intervene is granted. 

Each Petitioner shall be entitled to the full rights of a party and shall be 

served with the Commission’s Orders and with filed testimony, exhibits, pleadings, 

correspondence, and all other documents submitted by parties after the date of this Order. 



I 3. Should any Petitioner file documents of any kind with the Commission in the 

course of these proceedings, said petitioner shall also serve a copy of said documents on 

all other parties of record. 

Done at Frankfort, Kentucky, this 25th day of October, 1999. 

By the Commission 

ATTEST: 

I 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

October 15, 1999 

David A. Spainhoward ' 

Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. BOX 24 
Henderson, KY. 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
100 St. Ann Building 
P.O. Box 721 
Owensboro, KY. 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC. 20004 

RE: Case No. 99-360 

We enclose one attested copy of the Commission's Order in 

the above case. 

Sincerely, %q* SteDhanie Bel . w 
-A. ~~ 

Secretary of the Commission 

SB/hv 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO ) CASE NO. 99-360 
REVISE THE LARGE INDUSTRIAL 1 
CUSTOMER RATE SCHEDULE 1 

O R D E R  

IT IS ORDERED that Big Rivers Electric Corporation (“Big Rivers”) shall file with 

the Commission the original and 8 copies of the following information, with a copy to all 

parties of record. The information requested herein is due no later than October 25, 

1999. Each copy of the data requested should be placed in a bound volume with each 

item tabbed. When a number of sheets are required for an item, each sheet should be 

appropriately indexed, for example, Item l(a), Sheet 2 of 6. Include with each response 

the name of the witness who will be responsible for responding to questions relating to 

the information provided. Careful attention should be given to copied material to ensure 

that it is legible. Where information requested herein has been previously provided, in 

the format requested herein, reference may be made to the specific location of said 

information in responding to this information request. 

1. Refer to Page 3 of Big Rivers’ transmittal letter dated August ’26, 1999, 

where it states, “Under Big Rivers’ latest load projections, ordinary load growth will 

consume the amount of excess Base Power available by the year 2003.” Based on the 

most current load projections available at the time that the lease arrangement with the 



Y 

affiliates of LG&E Energy Corp. was initiated, when was ordinary load growth forecasted 

to consume available excess Base Power? 

2. What factors have caused the changed results from the load projections at 

the time the lease arrangement was initiated to the latest load projections referenced on 

Page 3 of Big Rivers’ transmittal letter that indicate that excess Base Power will be 

consumed by ordinary load growth by the year 2003? 

3. The terms of the proposed Expansion Rate Tariff reflect that Big Rivers 

will purchase power from third-party suppliers and will procure the type and quantity of 

power required by one of its member cooperative for resale to the cooperative’s retail 

customers on a customer-by-customer basis. 

a. Explain Big Rivers’ decision to acquire power on a customer-by- 

customer basis rather than make contractual arrangements for a third-party power 

supplier to provide power for all expansion loads. 

b. To what extent has Big Rivers investigated the availability of 

medium to long-term third-party power supplies in order to determine whether 

arrangements could be made with a single power supplier to serve its expansion loads? 

c. Would there be any means other than issuing a Request for 

Proposals (“RFP”) by which a thorough investigation of third-party power supplies could 

be performed and adequately documented? 

d. Has Big Rivers issued an RFP to investigate the availability of third- 

party power supplies to serve its expansion loads? 

-2- 



4. Big Rivers’ transmittal letter refers to member cooperatives’ and Big 

Rivers’ concerns that one or two large loads could consume all remaining quantities of 

Base Power. 

a. Given that Big Rivers’ latest load projections indicate that ordinary 

load growth will consume excess Base Power by the year 2003, are there any 

immediate concerns or expectations that new large loads will be coming on the Big 

Rivers’ system between now and 2003? 

b. 

of the expected load additions. 

If there are such expectations currently, provide the time and size 

5. The latest load projections show that ordinary load growth will consume 

excess Base Power by the year 2003. What are Big Rivers’ current plans for meeting 

that load growth beginning in 2003? 

6. Explain how the “Big Rivers Adder” as described in Rate Schedule 10 

(9(4) was calculated. Provide any workpapers supporting this calculation. 

7. Explain what steps Big Rivers will take to procure power for new and 

additional load under the proposed tariff. Also, address these specific issues: 

a. Will Big Rivers’ member cooperatives or their customers have any 

influence on the choices of suppliers from whom power is purchased? Why or why not? 

Describe any contract standards for purchasing power to which Big b. 

Rivers will adhere. 

c. Under any circumstances will an entity other than Big Rivers 

procure this power on Big Rivers’ behalf? Under what types of circumstances might this 

occur? 

-3- 



d. Does Big Rivers anticipate procuring power for these customers on 

both a firm and non-firm basis? If no, explain why not. 

e. Explain how Big Rivers will bill its member cooperatives for new 

loads under the proposed tariff. Provide all supporting calculations. 

Done at Frankfort, Kentucky, this 15th day of October, 1999. 

By the Commission 

ATTEST: 



October 13, 1999 

Ms. Helen Helton 
Executive Director 
Kentucky Public service Commission 
P. 0. Box 615 
Frankfort, KY 40602 

RE: Tariff Filing of Big Rivers to revise the Large Industrial 
Customer Rate Schcdulc, Case No. 99-360 

Dear Ms. Hclton: 

On August 26, 1999, Big Rivers Electric Corporation mailed for filing its request to change its 
tariffs applicablc to large industrial customers. Thc Commission assigned Case No. 99-360 to 
that fi I ing. 

Section I O  (0 (4) of Big Rivers’ August 26, 1999, request to revise the largc industrial customer 
rate schedule contained a Big Rivcrs’ adder of $.94 per kW/month. As the cover letter stated, 
this “adder” is to rccovcr Big Rivers’ power supply and customer service costs, including a TIER 
of 1 .  IO.  The $.94 per kW/rnonth computation inadvcitcntly failed to include the rural billing 
demand kW, and is, therefore, incorrect. The “adder” should be $.3X per kW/month. I have 
attached a revised original sheet number 65 to rcflcct the $.38. Four additional copies of this 
Icttcr and the rcviscd rate schedule arc also enclosed. A copy of this revision has bcen mailed to 
each of Big Rivers’ mcmbcr cooperatives and their local counsel. 

I apologize for any inconvenience this mistake has caused. Please feel fiec to phone me if you 
have any questions. 

S inccrel y, 

BIG RIVERS ELECTRIC C.ORf‘ORATION 

David A. Spainhoward 
Vice President 
Contract Administration and Rcgulatoty Affairs 

Enclosures 
c: James Miller, Esq. David Dcnton, Esq. MI-. Burns Mercer 

MI-. Dean Stanley Frank N. King, Esq. MI-. Kelly Nuckols 
Elizabeth Blackford, Esq. 



EliG i;l”vim 
ELECTRIC CORPORATION 

For All Territory Served By 
Cooperative’s Transmission System 

PSCNo. 23 
Original Sheet No. 65 

Cancelling - Sheet No. 

~ 

RULES AND REGULATIONS 

schedule. Big Rivers shall supply the following six 
ancillary services as defined and set forth in Big Rivers’ 
OATT: (1) Scheduling, System Control and Dispatch; (2) 
Reactive Supply and Voltage Control from Generation 
Sources Services; (3) Regulation and Frequency Response 
Service; (4) Energy Imbalance Service; (5) Operating 
Reserve - Spinning Reserve Service; and (6)  Operating 
Reserve - Supplemental Reserve Service. Generation- 
based ancillary services required to serve customers may, at 
Big Rivers’ option, be purchased separately from Third- 
Party Suppliers other than LEM, in which case the actual 
costs of such ancillary services shall be passed through to 
the respective Member Cooperative. Alternatively, where Big 
Rivers supplies such ancillary services from its own resources 
(including additional purchases from LEM), such services 
will be provided under Big Rivers’ tariff rates for such 
services as contained in Big Rivers’ OATT. 

(4) Big Rivers Adder 

In addition to the charges contained in Items lO(f)(l), (2) 
and (3), Big Rivers shall charge $.38 per kW/month for 
each kW billed to the Member Cooperative under this tariff 
for resale by the Member Cooperative to the qualifLing 
customer. 

Date of Issue August 26, 1899 Date Effective September 1, 1999 

Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 

Issued By Authority of PSC in 



J O H N  DORSEY ( 1 9 2 0 - 1 9 8 6 )  

FRANK N .  KING, JR.  

STEPHEN D. GRAY 

WILLIAM 8 .  NORMENT, JR.  

J .  CHRISTOPHER HOPGOOD 

D O R S E Y ,  K I N G ,  GRAY & N O R M E N T  
ATTORNEYS-AT-LAW 

318 S E C O N D  S T R E E T  

HENDERSON, KENTUCKY 42420 

e 

October 6, 1999 

Ms. Helen Helton, Executive Director 
Public Service Commission of Kentucky 
730 Schenkel Lane 
Post Office Box 615 
Frankfort, Kentucky 40602 

Re: Case No. 99-360 

Dear Ms. Helton: 

..- . ' .. . 

TELEPHONE 

( 2 7 0 )  8 2 6 - 3 9 6 5  

TELE FAX 

( 2 7 0 )  8 2 6 - 6 6 7 2  

Enclosed for filing please find motion to intervene 
being made on behalf of Kenergy Corp. and Meade County Rural 
Electric Cooperative Corporation. 

Thank you for your assistance. 

Very truly yours, 

DORSEY, KING, GRAY f NORMENT n \ 

BY 

FNKJr/cds 
Encls. 
Copy/w/encls.: Mr. Dean Stanley 

Mr. Burns Mercer 



COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

IN THE MATTER OF: 1 
1 

THE TARIFF FILING OF BIG RIVERS 1 
ELECTRIC CORPORATION TO REVISE 1 
THE LARGE INDUSTRIAL CUSTOMER 1 
RATE SCHEDULE 1 

CASE NO. 99-360 

NOW come KENERGY CORP.8 Post O f f i c e  BOX 1 8 8  

Henderson, Kentucky 42419-018, and MEADE COUNTY RURAL ELECTRIC 

COOPERATIVE CORPORATION, Post O f f i c e  Box 489, Brandenburg, Kentucky 

40108, by counsel, and respectfully move the Commission pursuant to 

807 KAR 5:OOl Sec. 3(8) for order permitting each of them full 

intervention herein. 

In support of this motion movants state that each of 

them is a member-owner of applicant BIG RIVERS ELECTRIC 

CORPORATION: that the requested revised tariff will affect retail 

rates the movants will be required to charge customers in the 

future; and that the movants therefore have special interests in 

this proceeding which may not be otherwise adequately represented. 



WHEREFORE, KENERGY CORP. and MEADE COUNTY RURAL 

ELECTRIC COOPERATIVE CORPORATION move for order permitting full 

intervention. 

BY <' 
FRANK 

DORSEY, KING, GRAY h N0RMENT 
318 SeconU Street 
Henderson, Kentucky 42420 
( 2 7 0 )  826-3965 Telephone 
( 2 7 0 )  826-6672 Telefax 
Attorneys for Kenergy Corp. an8 
Meade County Rural Electric 
Cooperatiy Corporation 

V 

,.(,& ' i 4 . L  
N. KING, JR. 

Hon. James M. Miller 
100 St. Ann Building 
Post Office Box 727 
Owensboro, Kentucky 42302 
counsel for Big Rivers Electric Corporation 

and 

Hon. Douglas L. Beresford 
Hon. George F. Hobday, Jr. 
Suite 6 0 0  
701 Pennsylvania Avenue, N.W. 
Washington, D. C. 20004 
counsel for Big 

County 
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COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

September 28, 1999 

David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY. 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
100 St. Ann Building 
P . O .  Box 727 
Owensboro. KY. 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & Norman LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC. 20004 

RE: Case No. 99-360 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Stephanie Bell 
Secretary of the Commission 

SB/hv 
Enclosure 



In the Matter of: 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

THE TARIFF FILING OF BIG RIVERS ELECTRIC ) 
CORPORATION TO REVISE THE LARGE ) CASE NO. 99-360 
INDUSTRIAL CUSTOMER RATE SCHEDULE ) 

O R D E R  I 
I 

I 

I 

I 

, 
On August 27, 1999, Big Rivers Electric Corporation (“Big Rivers”) filed new 

tariffs to change the existing Large Industrial Customer Rate Schedule and propose a 

Large Industrial Customer Expansion Rate Schedule. The Commission finds that a 

procedural schedule should be established to facilitate the processing of this case. 

IT IS THEREFORE ORDERED that: 

1. 

followed. 

2. 

The procedural schedule set forth in the Appendix to this Order shall be 

All requests for information and responses thereto shall be appropriately 

indexed. All responses shall include the name of the person who will be responsible for 

responding to questions related to the information provided, with copies to all parties of 

record and 10 copies to the Commission. 

3. At the public hearing in this matter neither opening statements nor 

summarization of direct testimony shall be permitted. 

4. Motions for extensions of time with respect to the schedule herein shall be 

I 
made in writing and will be granted only upon a showing of good cause. 



5. All documents that this Order requires to be filed with the Commission 

shall be served upon all other parties by first class mail or by express mail. 

6. Service of any document or pleading shall be made in accordance with 

Administrative Regulation 807 KAR 5001 , Section 3(7), and Kentucky Civil Rule 5.02. 

~ 

Done at Frankfort, Kentucky, this 28th day of September, 1399. 

By the Commission 



APPENDIX 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 99-360 DATED SEPTEMBER 28, 1999 

Initial requests for information to Big Rivers shall be served upon 
Big Rivers no later than . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .I 0/15/99 

Big Rivers shall file with the Commission and serve upon all parties of 
record its responses to the initial requests for information no later than . . . . . .  10/25/99 

Supplemental requests for information to Big Rivers shall be 
served upon Big Rivers no later than ................................ .I 1/05/99 

Big Rivers shall file with the Commission and serve upon all parties of record 
its responses to the supplemental requests for information no later than . . . .  .11/15/99 

An informal conference between Big Rivers, Commission Staff , 
and all parties of record shall begin at 1:30 p.m., Eastern 
Standard Time, in Hearing Room 2 of the Commission’s offices 
at 677 Comanche Trail, Frankfort, Kentucky . . . . . . . . . . . . . . . . . . . . . . . . . .  .11/23/99 

Last day for Big Rivers to publish notice of hearing date . . . . . . . . . . . . . . . . .  12/03/99 

Public Hearing is to begin at 9:00 a.m., Eastern Standard Time, in 
Hearing Room 1 of the Commission’s offices at 730 Schenkel Lane, 
Frankfort, Kentucky, for the purposes of cross-examination of witnesses . . . .  12/10/99 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

730 SCHENKEL LANE 
POST OFFICE BOX 61 5 
FRANKFORT, KY. 40602 

(502) 564-3940 

September 3 I 1999 

David A. Spainhoward 
Vice President 
Contract Adm. & Regulatory Affairs 
Big Rivers Electric Corporation 
201 Third Street 
P. 0. Box 24 
Henderson, KY. 42419 0024 

Honorable James M. Miller 
Sullivan, Mountjoy, Stainback & 
Miller PSC 
100 St. Ann Building 
P.O. Box 727 
Owensboro, KY. 42302 

Honorable Douglas L. Beresford 
Geo. F. Hobday, Jr. 
Long, Aldridge & N o r m a n  LLP 
701 Pennsylvania Avenue, N.W. 
Suite 600 
Washington, DC. 20004 

RE: Case No. 99-360 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sincerely, 

Stephan sFepmo e Bell 
Sec>etary of the Commission 

SB/hv 
Enclosure 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

THE TARIFF FILING OF BIG RIVERS ) 
ELECTRIC CORPORATION TO ) 
REVISE THE LARGE INDUSTRIAL ) 
CUSTOMER RATE SCHEDULE ) 

CASE NO. 
99-360 

O R D E R  

On August 27, 1999, Big Rivers Electric Corporation ("Big Rivers") filed with the 

Commission a revised tariff to change the Large Industrial Customer Rate Schedule. The 

tariff bears an effective date of September 1, 1999. 
I 

The Commission finds that, pursuant to KRS 278.180, a tariff change can only 

become effective upon 30 days' notice to the Commission. Since Big Rivers' revised tariff 

was filed on August 27, 1999, the earliest date that the tariff can become effective is 

September 26, 1999. The Commission further finds that an investigation will be necessary 

to determine the reasonableness of the revised tariff, and that investigation cannot be 

concluded by September 26, 1999. Therefore, pursuant to KRS 278.190(2), the 

Commission will suspend the revised tariff for 5 months, through February 25, 2000. 

IT IS THEREFORE ORDERED that Big Rivers' revised Large Industrial Customer 

Rate Schedule tariff is suspended up to and including February 25, 2000. 



Done at Frankfort, Kentucky, this 3rd &Y of September, 1999. 

By the Commission 

ATTEST: 

1 dqfn cutiv Director r.& 
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August 26, 1999 

Ms. Helcn Hclton 
Exccut ivc Dircctor 
Kcntucky Public Scivicc Commission 
P. 0. Box 615 
Frankfort. KY 40602 

RE: Big Rivcrs Elcctric Corporation Ratc Schcdulcs 7 and I O  

Dcar Ms. Hclton: I 

Big Rivcrs Elcctric Cot-poration (“Big Rivcrs”) hcreby submits for filing with the Kcntucky Public 
Scivicc Commission (“KPSC”) thc following: 

I. Two (2) copics of this covcr lettcr and four (4) copics of a new Ratc Schedule I O  
providing a tariff for thc sale of clcctric cncrgy to each of Big Rivcrs’ threc 
mcmbcr distribution coopcrativcs (“Mcmbcr Cooperativcs”) in thrcc 
circurnstanccs: ( i )  for sctvicc to ncw dircct scivc customers with pcak loads of five 
( 5 )  MW or grcatcr initiating scivicc aftcr August 3 1 ,  1999. including new 
customcrs with a QF; (ii) for scrvice of cxpandcd load requircments of cxisting 
dircct scivc largc industrial customcrs, including thosc with a QF. seivcd by such 
Mcmbcr Coopcrativcs prior to August 3 I ,  1999, undcr Ratc Schcdulc 7 whcrc 
such cxpansions arc in thc aggrcgatc fivc ( 5 )  MW or greater ovcr the pcak load 
scrvcd in thc 12 months prior to Scptcmbcr 1, 1999; and (iii) for set-vicc of 
cxpandcd load rcquircmcnts of cxisting customcrs. including those with a QF, 
sctvcd by such Mcmbcr Coopcrativcs prior to August 3 I ,  1999, using rural 
dclivciy points whcrc such customcrs’ cxpandcd load rcquirctncnts amount to five 
(5)  MW or grcatcr ovcr thc pcak load sctvcd in thc twelve months prior to 
Scptcmbcr 1 ,  1999 and such custotncrs begin taking scivicc fiorn a dcdicatcd 
dclivcty point; 

2. Two (2) copics o f  this covcr Icttcr and four (4) copics of both thc cxisting and the 
rcviscd Ratc Schcdulc 7 providing for closure of thc cxisting Big Rivers Large 
Industrial C‘ustomcr ratc cffcctivc (i) as of Scptcmbcr I ,  I999 for all ncw dircct 
sctvc custotncrs locating in sctvicc tcrritorics scivcd by Big Rivcrs’ Member 
Coopcrativcs. and ( i i )  as of thc datc an cxisting load scivcd by one of Big Rivers’ 

A Touchstone Energy’” Partner t% - 



Ms. Hclcn Hclton 
August 26. 1999 
Pagc Two 

Mcmbcr Coopcrativcs incrcascs in thc aggrcgatc by 5 MW or ovcr thc maximum 
load sci-vcd during thc twclvc-month pcriod prior to Scptcmbcr I ,  1999; 

3 .  Noticc to Big Rivcrs’ mcmbcr cooperativcs pursuant to’YO7 KAR 5:Ol I ,  
6(3 )(b). 

This filing is allowcd by, and is consistcnt with, thc rcquircmcnts of KRS 278.180, and related 
scctions, and 807 K.A.R. 5:OOl Scctions 6 and 9, and rclatcd scctions. This filing is spccifically 
madc pursuant to thc proccdural option of 807 K.A.R. 5:OO 1 Section 6(3)(b). This is not a 
rcqucst for a gcncral adjustmcnt in cxisting rates. 

Big Rivcrs is filing thc ncw ratc schcdule and thc rcvision to thc cxisting ratc schcdule to provide 
a mcchanism undcr which ncw loads and incrcmcntal cxpansion loads aggrcgating 5 M W  or 
grcatcr o f  misting customcrs o f  Big Rivcrs’ Mcmbcr Coopcrativcs will bc sci-ved at wholcsalc by 
Big Rivcrs fiom rcsourccs othcr than Big Rivcrs’ powcr purchasc cntitlcmcnt undcr its Power 
Purchasc Agrccmcnt (“PPA”) with LG&E Encrgy Markcting. Inc. (“LEM”) dated July 15, 1998 
and tlic contract with Southcastcrn Powcr Administration (“SEPA’I). 

As tlic Commission is awarc, in July of 1998. Big Rivcrs cntcred into a 25-ycar long-term lcase 
transaction with at‘filiatcs o f  LG&E Encrgy Coip. that providcd for a lcasc of all of Big Rivcrs’ 
gcncration rcsourccs (thc “Transaction”). Thc Transaction, among othcr things, cnablcd Big 
Rivcrs to obtain an approvcd plan of rcorganization that allowcd it to cmcrgc from bankruptcy. 
As part ofthc Transaction. Big Rivcrs obtained a spccificd, limitcd quantity o f  powcr at rclativcly 
fixcd ratcs undcr thc PPA (“Basc Powcr”). Thc amount o f  Basc Powcr rcccivcd was calculatcd to 
mcct rcasonably forccastcd loads of Big Rivcrs’ thrcc Mcmbcr Coopcrativcs which Big Rivcrs 
was rcquircd to scrvc undcr thc all-rcquircmcnts contracts bctwccn Big Rivcrs and thc Mcmbcr 
Coopcrativcs. Thc forccasts did not, howcvcr. attcmpt to anticipatc changcs in largc industrial 
loads at thc rctail lcvcl bcyond changcs actually announccd by rctail largc industrial customers. 
Although it was contcmplatcd that Big Rivcrs cvcntually would nccd to obtain additional 
quantitics of powcr on thc markct to supply portions of thcsc loads, Big Rivcrs and the Mcmbcr 
Coopcrativcs’ cxpcctations wcrc that rcasonably anticipatcd loads could bc mct in the ncar tcrm 
largely using thc Basc Powcr purchased fiom LEM undcr thc PPA and fiom SEPA. Thc Mcmber 
Coopcrativcs’ agrccmcnt to thc Big Rivcrs’ Bankruptcy Plan was madc with thc tacit 
undcrstanding that Basc Powcr would bc uscd for cxisting load rcquircmcnts o f  all thcir cxisting 
customcrs (with thc cxccption of Alcan Aluminum Corp. and NSA, Inc. loads sci-ved using powcr 
providcd by LEM). 

I 

Thc instant filing is bcing madc in ordcr to prcscivc Basc Powcr for usc by cxisting customcrs of 
thc Mcmbcr Coopcrativcs. as thc amount of Basc Powcr availablc to Big Rivcrs is gradually 
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consumcd by projcctcd load incrcascs for such custorncrs. Big Rivers. its board of directors, and 
its Mcmbcr Coopcrativcs bclicvc that it is morc equitablc to prcservc Basc Power for use by thc 
broad population of cxisting custorncrs that paiticipatcd in thc Bankiuptcy rcsolution of Big 
Rivcrs’ financial dificultics. rathcr than offcr such amounts for scivicc to potcntial new large 
industrial load. whcthcr as ncw customcrs or as dramatic cxpansions to cxisting load. Undcr Big 
Rivcrs’ latcst load projcctions. ordinaiy load growth will consume the amount of cxccss Basc 
Powcr availablc by thc ycar 2003. Abscnt thc prcscncc of this ncw ratc schedulc, Big Rivers and 
its Mcmbcr Coopcrativcs arc conccrncd that onc or two large ncw loads or load cxpansions could 
consumc all rcmaining quantitics of Basc Powcr, ncccssitating thc purchasc of  tnarkct powcr for 
cxisting custorncrs’ ordinarily projcctcd load growth cvcn during non-pcak pcriods. In ordcr to 
protcct thc cxpcctations of thcsc customcrs and providc an cquitablc distribution o f  Basc Powcr 
among all of I3ig Rivcrs’ Mcmbcr Coopcrativcs’ customcrs, rathcr than allowing it to be 
consumcd by only a few largc projccts. Big Rivcrs proposcs closing its Largc Industrial Customcr 
Ratc Schcdulc 7 to ncw customers cffcctivc Septcmbcr I ,  1999. and to forcclosc its usc for load 
cxpansions of cxisting customcrs of fivc (5) MW or grcatcr. 

Big Rivcrs docs not incrcasc its ratcs by vittuc of this filing; instcad Big Rivcrs cquitably rcsolvcs 
how to bill thc Mcmbcr Coopcrativcs for additional powcr oncc it bccomcs ncccssaiy for Big 
Rivcrs to obtain additional supplics when thc Basc Powcr and SEPA Powcr arc hl ly  utilizcd. Big 
Kivcrs cannot offcr thc cxisting iura1 ratcs and largc industrial customcr ratcs indcfinitely for all 
loads that arc locatcd. or may locatc, in thc sctvicc tcrritorics o f  its Mcmbcr Coopcrativcs. As 
thc Commission is awarc. thosc ratcs arc intrinsically ticd to the costs of thc powcr availablc to 
Big Rivcrs from LEM undcr thc PPA and from SEPA undcr Big Rivcrs’ SEPA Contract. When 
thcsc two rcsourccs arc cxhaustcd, Big Rivcrs must obtain additional supplics o f  powcr on the 
markct. Whilc thcsc costs may bc highcr or lowcr than Big Rivcrs’ existing ratcs. Big Rivers’ 
rcccnt cxpcriencc indicatcs that thcsc costs may bc highcr if powcr is to bc supplicd on a firm 
basis. Abscnt incorporation of somc incans of rccovcring such potentially highcr costs: Big 
Rivcrs could lind itsclf oncc again in a prccarious financial position. Thc prcscnt proposal seeks 
to avoid thc filing o f  a ncw gcncral ratc casc at thc Commission for as long as possiblc by placing 
ncw customers with largc loads on noticc that thc existing largc industrial customcr ratcs will no 
longcr bc availablc to thcm. Big Rivers still will mect such customers' load rcquircmcnts, but it 
will do so using rcsourccs othcr than Base Powcr and thc SEPA Contract. Thc ncw incremcntal 
ratc incorporatcs the full costs of such purchascs from supplicrs othcr than LEM undcr thc PPA 
and SEPA undcr thc SEPA Contract (“Third-Party Supplicrs”). Undcr this approach. ratc 
stability for cxisting customcrs is maintaincd for as long as possiblc as thc rcmaining Basc Power 
is consumcd by ordinaiy load incrcascs o f  all of Big Rivcrs’ Mcmbcr Coopcrativcs’ cxisting 
c u s t 0 mers. 
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Opcrationallv, Big Rivcrs’ incrcinental ratc proposal dcals with threc catcgories of  scivice offered 
to thc Mcmbcr Coopcrativcs: ( I )  scivicc to ncw customcrs taking scivicc on or aftcr Scptcmber 
I ,  1999 with pcak loads of  fivc (5) MW or grcatcr, including ncw customcrs with a QF, whcthcr 
initially fivc (5) MW or grcatcr or whosc aggrcgatc pcak load at any tirnc subscqucntly amounts 
to fivc (5) MW or grcatcr; (2) load cxpansions of  existing customcrs. including those with a QF, 
sci-ved undcr thc Big Rivcrs’ Largc Industrial Custoincr Ratc prior to Scptcmbci- I .  1999, as soon 
as such cxpansions in thc aggrcgatc amount to fivc (5) MW or grcatcr over thc pcak load 
incasurcd during thc I2 months prcccding Scptcmbcr 1. 1999; and (3) load expansions o f  existing 
customcrs. iricluding those with a QF, seivcd undcr thc Big Rivcrs Rural Customcr Rate as of 
Scptcmbcr 1. 1999, that in thc aggrcgate amount to five (5) MW or grcatcr over thc pcak load 
mcasurcd during thc twclvc ( 12) months prcccding Scptcmber I ,  1999, and bcgin taking sci-vicc 
through a dcdicatcd dclivciy point. In  thc first catcgoiy. that of a ncw customcr, thc entirc load 
will bc scivcd through thc Ratc Schcdulc I O  incrcmcntal ratc cffectivc as o f  thc first month in 
which thc ncw customcr’s load amounts to tivc (5) MW or grcatcr. In  thc second catcgory o f  
existing large industrial custoincrs, cach such customcr will bc allowcd to incrcasc its cxisting 
load by any amount lcss than fivc ( 5 )  MW and rcmain scivcd undcr thc existing large industrial 
customcr ratc. but as soon as thc aggrcgatc load expansion amounts to fivc (5) MW or grcater, 
thcn thc cnti1.c load expansion will bc scivcd undcr the ncw increrncntal rate. Thc customcr’s 
initial load will continuc to bc scivcd under thc existing ratc. In thc third catcgoiy, the situation is 
idcntical to thc sccond catcgoiy, cxccpt that a customcr shall rcmain seivcd undcr thc iura1 rate 
class until it bccomcs scivcd undcr a direct delivery point, at which tirnc thc aggrcgatc load 
cxpansion o f  fivc (5) MW or grcatcr bccomcs scivcd undcr thc incrcmcntal rate. 

Onc rcquircmcnt o f  sci-vicc prior to usc o f  thc incrcmcntal ratc is that thcrc bc an cxccutcd, 
written contract or amcndmcnt bctwccn thc individual customcr conccrncd and thc Mcmbcr 
Coopcrativc. Such contract or amcndmcnt must bc on tcrms acccptablc to Big Rivcrs. The 
Mcmbcr Coopcrativc thcrcaftcr must cntcr into a contract with Big Rivcrs to providc the 
rcqucstcd Ic\-cl o f  incrcmcntal scivicc. Big Rivcrs and its Mcmbcr Coopcrativcs will bc rcccptivc 
to individualized negotiation o f  such scivicc. and in cases in which a spccial contract may be 
cntcrcd into, Ratc Schcdulc I O  spccifically providcs that thc incrcinental tariff will not apply; 
rathcr “spccial contract” ratcs will bc applicablc. In many instanccs, Big Rivcrs bclicvcs that this 
may bc thc most appropriatc rcsolution. 

Customcrs taking scrvicc undcr the increrncntal ratc will bc chargcd cach month for Expansion 
Dcmand and Expansion Energy. Ncw customcrs taking sctvicc on or aficr Scptcmber 1. 1999 
will bc chargcd for Expansion Dcmand in an amount cqual to thc pcak dcmand measurcd, and for 
Expansion Energy bascd on the mctcrcd kWh, in both cascs with thc mctcrcd kW and kWh. 
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adjustcd upward for losscs on Big Rivcrs’ transmission systcm undcr thc avcrage loss factor 
containcd in I3ig Rivcrs Opcn Acccss Transmission Tariff. For cxisting customcrs in categoiy 2 
and catcgoiy 3, cxpanding thcir load by an amount cqual to fivc (5) MW or grcatcr, thc 
Expansion Dcmand will bc thc mcasurcd dcmand lcss thc pcak dcmand during the twelve (12) 
months prcccding Scptcmbcr I ,  1999. Expansion Encrgy for such cxisting customers’ load 
cxpansions will be dctcrmincd by taking thc mcasurcd cncrgy lcss the encrgy takcn in each 
respective month during thc twclvc months prcccding Scptcmbcr I ,  1999. 

Rates for Expansion Dcmand and Expansion Encrgy will bc determined according to the actual 
costs incurrcd by Big Rivcrs to arrangc for thc additional quantitics of power purchascd to meet 
incrcmcntal load. Costs for Expansion Dcmand will bc bascd on any actual dcmand costs 
incurrcd by Big Rivcrs to arrangc for capacity availability uscd to scivc such load. Costs for 
Expansion Encrgy will includc thc actual cncrgy costs incurrcd by Big Rivcrs to obtain the cncrgy 
uscd to mcct thc custorncrs’ Expansion Encrgy purchascd by thc rcspcctivc Mcmbcr Coopcrative 
undci. Ratc Schcdulc I O .  tncludcd within such Expansion Encrgy costs shall bc all amounts 
incurrcd to supply transmission losscs on third-party transmission systcms. plus thc costs of 
transmission and ancillaiy scrviccs on such third-party transmission systcms incurrcd to dclivcr 
power to thc bordcr of Big Rivcrs’ transmission systcm. Transmission and ancillaiy sciviccs on 
Big Rivcrs’ transmission systcm will bc scparatcly unbundled and chargcd by Big Rivcrs and will 
not bc incorporatcd as pait of thc costs of Expansion Dcmand and Expansion Encrgy. 

Unbundlcd transmission shall bc providcd as nctwork transmission scivicc by Big Rivcrs and a 
scparatc cliargc will apply to cach rcspcctivc customcr bascd on that customcr’s Expansion 
Dcmand’s monthly load ratio sharc of nctwork transmission costs. This nctwork transmission 
will bc charged in accordancc with thc ratcs for such scivicc containcd in Big Rivers’ Open 
Acccss Transmission Sei-vicc Tariff (“OATT”) filed at thc Fcdcral Encrgy Rcgulatoiy Commission 
and thc Kcntucky Public Scivicc Commission as thcy arc thcn in cffcct. Unbundlcd chargcs for 
cach of thc six ancillaiy sciviccs sct forth in Big Rivcrs’ OATT will bc charged to cach customer 
taking sci-vicc undcr Ratc Schcdulc I O ,  as applicablc. Whcrc any of such rcquircd ancillaiy 
sciviccs arc obtaincd by Big Rivcrs from a third-party supplier, thc actual chargcs asscsscd against 
Big Rivers by such third-party supplicr will bc chargcd. To thc extcnt Big Rivcrs supplies these 
ancillaiy sci-viccs using scrviccs supplicd by LEM, Big Rivcrs’ thcn-cffcctivc OATT ratcs shall 
apply. 

As a final clcmcnt of thc ratc, Big Rivcrs will asscss an adder to the abovc costs to reflect the 
costs incurrcd by Big Rivcrs in providing this sci-vicc-and a reasonable margin for that service. 
Thc ratc for the addcr is $.94 pcr kW/month of billing dcmand and is bascd on power supply 
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and customcr scivicc costs including a TIER of 1 .  I O .  

Big Rivcrs would likc to cmphasizc that at all timcs it will rcmain rcsponsiblc for obtaining and 
sclccting thc wholcsalc powcr supplics that will bc uscd to supply incremcntal load served undcr 
Ratc Schcdulc IO.  Big Rivcrs will bc thc patty cntcring into appropriate powcr contracts to 
supplcmcnt Basc Powcr and SEPA Powcr, and ncithcr thc Mcmbcr Coopcrativcs nor the 
custorncrs scivcd under Ratc Schcdulc I O  will have a rolc in sclccting thc Third-Paity Supplicr or 
Supplicrs to bc uscd to supply incrcincntal loads. To thc cxtcnt LEM through thc Economic 
Dcvclopmcnt Agrcemcnt sccks to assist Big Rivcrs in supplying such loads, such costs will be 
trcatcd thc samc as thc costs of any othcr Third-Party Supplicrs undcr this Ratc Schedule IO. 

Finally, Big Rivcrs submits that its proposal to chargc incrctncntal ratcs for ncw custorncrs and 
ncw loads of cxisting custorncrs is suppoited by cxisting load forecasts. Big Rivcrs’ 1997 powcr 
rcquircmcnts study (“PRS”) is on filc with the Commission. Big Rivers is currently prcparing an 
updatcd I999 PRS as wcll as a I999 intcgratcd resourcc plan (“IRF”’). Both thc 1999 PRS and 
thc 1999 IRP will bc submittcd to thc KPSC as soon as thcy arc available in final form. Big 
Rivcrs cxpccts to cornplctc thc 1999 PRS in Scptcmbcr and thc 1999 IRP by October. Each will 
bc submittcd to thc KPSC as soon as it is approvcd by Big Rivcrs’ board of dircctors. 

For thc rcasons sct forth abovc, Big Rivcrs Elcctric Corporation rcqucsts thc KPSC to allow its 
ncw Ratc Schcdulc I O  and thc changc to thc cxisting Ratc Schcdulc 7 to bccomc effectivc as 
statcd in thc tariffs. An informal confcrcncc might bc hclphl to cxplain in morc dctail the 
ncccssity and opcration of thcsc tariff changcs. If thcsc tariffs arc suspcndcd or the Commission 
takcs any other action, Big Rivcrs will bc rcprcscntcd by thc following counscl, and I requcst that 
copics of all plcadings, communications, and orders should bc dircctcd to them: 

Jamcs M.  Millcr 
SULLIVAN, MOUNTJOY, STAINBACK 

& MILLER PSC 
100 St. A n n  Building 
P.O. Box 727 
Owcnsboro, KY 42302 
270-926-4000 
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Douglas L. Bcrcsford 
Gco. F. Hobday, Jr. 
LONG ALDRIDGE & NORMAN LLP 
70 I Pcnnsylvania Avenue. N. W. 
Suitc 600 
Washington, D.C. 20004 
202-624- I200 

Sinccrcly, 

BIG RIVERS ELECTRIC CORPORATION 

David A. Spainhoward 
Vicc President 
Contract Administration and Rcgulatoiy Affairs 

Pm 
Enc losu res 
C: MI-. Burns Mcrccr 

Mr. Kelly Nuckols 
MI-. Dcan Stanlcy 
Attorncy Gcncral 

. . . .. . . I. . ,. . 
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RULES AND REGULATIONS 

7. BIG RIVERS LARGE NDUSTRIAL CUSTOMER RATE 

a. 

b. 

C. 

Availability: 

This schedule is available to any of Biz Rivers' four member mral .. . 
electric distribution cooperatives for service to Large Industrial. . 
Customers served using dedicated delivery points. 

Term ofthe Rate Schedule: 

This rate schedule shall take effect at 12:O 1 a.m. on the day after 
the Closing Date of the transaction between Big Rivers and LG&E 
Enersy Cop. ("LEC") and its affiliates. 

Rates: 

Rates Separate for Each Larse Industrial Customer 

Each month each Member Cooperative shall be required to 
pay separately for each of its qualifying Large Industrial 
Customers taking service under this tariff, in each case 
usins that individual Lar,oe Industrial Customer's contract 
demand (if any) or metered demand, as applicable. 

, 

Foi all Large Industrial Customer delivery points, a 
Monthly Delivery Point Rate consisting of: 

(a) A Demand Charge of: 

All k W  of billing demand at S 10.15 per kilowatt. 

Plus, 

_________y__________-~- - - - - -~ - - - - - -~ -~~- - - - - -~ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -_ -~"  

Date of lssu 2,1998 Date Effective July 18, 1998 

Issued By 

Issued By Authority of PSC in Case No. 98-267, Order dated July 14, 1998 

Big Rivers Electric Corporation, P.O. BOX 24, Henderson, KY 42420 
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RULES AND REGULATIONS 

(b) An Energy Charge of: 

All kWh per month at S0.0137 15 per k i n .  

(c) No separate transmission or ancillary services . .  

charges shall apply to these rates. 

(3) The Demand a id  Energy Charges under this :ariff shall not 
be subject to automatic adjustment for increases or  
decreases in fuel costs through a fuel adjustment clause, 
whether under 807 U R  5:056 or otherwise, or by any 
automatic adjustment for an environmental surcharge, 
whether under KRS 275.183 or otherwise. 

d. CHARGES 

Each month, each Member Cooperative shall pay on behalf of each 
of its large industrial customers taking service under this rate 
schedule a demand charge calculated by multiplying the demand 
charge rate contained in Section 7.c.2(a) by the hisher of the 
maximum inteFated metered thirty-minute coincident peak 
demand or the established contract demand, if any, plus an e n e r s  -. 
charge calculated by multiplying the energy charse contained in 
Section 7.c.2@) by the metered consumption of kVh i:: that 
month. 

PUBLIC SE!h"dE COMMlSSlOEC 
OF KENTUCKY 

EFFECTIVE 

JUL 1 8  1998 

PURSUANT TO 807 KAA 5.01 1. 
S T 2 N  9 I 1 I 

Date Effective July 18, 1998 

Big Rivers Electric Corporation, P.O. Box 24. Henderson. KY 42420 

Issued By Authority of PSC in Case No. 98-267, Order dated July 14, 1998 
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e. BILLING 

Big Rivers shall bill Member on the first working day after the 13" 
of the month for the previous month's service hereunder for Large 
Industrial Customers. Member shall pay Big Rivers in 
immediately available funds on the first working day after the 24" 
of the month. If Member shall fail to pay any such bill within such 
prescribed period, Big Rivers may discontinue delivery of electric 
power and energy hereunder upon five (5) days' written notice to 
Member of its intention to do so. Such discontinuance for non- 
payment shall not in any way affect the obligation of Member to 
pay the take-or-pay obligation of a particular Large Industrial 
Customer. 

WBLIC SERVICE COMAAIS' 
OF KENTUCKY 

EFFECTIVE 

JUL 1 8  1998 

Date of Issue AugustJW 98 Date Effective July 18, 1998 

Issued By 

Issued By Authority of PSC in Case No. 98-267, Order dated July 14,1998 

Big Rivers Electric Corporation, P.O. Box 24, Henderson, Ky 42420 v - C l '  - 
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502-827.256 I 
www.higrivers.com 

MI-. Dcan Stanlcy 
Kcncrgy Corp. 
P.O. Box 13x9 
Owcnsboro, KY 42302- I389 

Mr. Ci. Kclly Nuckols 
Jackson Purchasc Encrgy Corporation 
P.O. Box 3 188 
Paducah. KY 42002-3 I88 

Mr. Burns E. Mcrccr 
Mcadc County REC‘C 
P.O. Box 489 
Brandcnburg. KY 40 108 

Gcnt Icmcn: 

Big Rivcrs Eluctric Corporation (“Big Rivcrs”) is giving noticc today pursuant to 807 KAR 5:Ol I ,  
4 6(3)(b) of a changc in its tariffs applicablc to wholcsalc salcs for rcsalc to largc industrial rctail 
cttstorncrs. Thc tariff changcs will not incrcasc thc ratcs for powcr purchascd for currcnt largc 
industrial rctail custoincrs opcrating at thcir cuiicnt load Icvcls, and is not a gcncral adjustrncnt in 
ratcs. 

Thc proposcd adjustmcnts in Big Rivcrs’ wholcsalc clcctric tariff is morc hlly dcscribcd in the 
proposcd tariKs and transmittal Icttcr attachcd hcrcto and incorpoi-atcd hcrcin by rcfcrcncc. 

Thc ratcs conraincd in this noticc arc thc ratcs proposcd by Big Rivcrs Electric Corporation. 
Howcvcr, thc Kcntucky Public Scivicc Commission (“Commission”) may order ratcs to be 
chargcd that cliffcr fioin thc proposcd ratcs. Such action may rcsult in rates for mcmbcrs other 
than thc rates proposcd by Big Rivers. 

http://www.higrivers.com
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Any corporation, association, body politic or pcrson may by motion within thirty (30) days after 
mailing o f  this noticc rcqucst lcavc to intcwcnc. That motion shall bc submittcd in writing to the 
Public Scrvicc Commission, P. 0. Box 61 5 ,  Frankfort, Kentucky 40602-0615, telephonc numbcr 
502-564-3490. and shall sct foith thc grounds for the rcqucst including the status and intcrcst of 
thc party. Any pcrson who has bcen granted intcrvcntion by the Commission may obtain a copy 
of thc noticc of tariff changc and any othcr filings madc by Big Rivcrs by contacting Big Rivers at 
the addrcss and tclcphonc numbcr shown abovc. Any person may examine the rate application 
and any other filings madc by Big Rivers at thc main officcs of Big Rivers. located at the address 
shown above. or at thc officcs of thc Commission. sct out above. 

Sinccrcly yours. 

BIG RIVERS ELECTRIC CORPORATION n 

Prcsidcnt and CEO 

P'n . .  
Attachmcnts 
c: Frank N. King. Jr.. Esq. 

David Dcnton. Esq. 
Mr. David Spainhoward 
James M. Millcr. Esq. 
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7. BIG RIVERS LARGE INDUSTRIAL CUSTOMER RATE 

a. Availability: 

This schedule is available to any of Big Rivers' then existing 
rural electric distribution cooperatives for service to Large 
Industrial Customers served using dedicated delivery points 
for such portions of their loads not treated as either Expansion 
Demand or Expansion Energy where applicable as provided 
by and in accordance with the provisions and definitions of tne 
Big Rivers Large Industrial Customer Expansion Rate (Rate 
Schedule 10). For purposes of clarification, this rate schedule 
shall be closed hereafter and Rate Schedule 10 shall apply, 
unless otherwise supplanted by special contracts, to (1) the 
load of any New Customer as defined in Rate Schedule 
10 where such New Customer has either initially contracted 
for five ( 5 )  MWs or more of capacity or whose aggregate peak 
load at any time amounts to five ( 5 )  M W s  or greater 
(including any later increases to such load) and (2) the expanded 
load requirements of an Existing Customer subject to Rate 
Schedule 10 as defined therein, where such expanded load 
requirements are defined as Expansion Demand or Expansion 
Energy in Rate Schedule 10 e.(2). 

b. Term of the Rate Schedule: 

This rate schedule shall take effect at 12:O 1 a.m. on the later 
to occur of September 1, 1999, or the date upon which the 
Kentucky Public Service Commission approves this rate 
schedule. 

C. Rates 

7 
- 

Issued By A 
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Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 

Issued By Authority of PSC in 
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(1) Rates Separate for Each Large Industrial Customer 

Each month each Member Cooperative shall be required to 
pay separately for each of its qualieing Large Industrial 
Customers taking service under this tariff, in each case 
using that individual Large Industrial Customer's contract 
demand (if any) or metered demand, as applicable. 

(2) For all Large Industrial Customer delivery points, a 
Monthly Delivery Point Rate consisting of: 

(a) A Demand Charge of: 

All kW of billing demand at $10.15 per kilowatt. 

Plus, 

An Energy Charge of: 

All kWh per month at $0.0 137 15 per kWh. 

(c) No separate transmission or ancillary services 
charges shall apply to these rates. 

(3) . The Demand and Energy Charges under this tariff shall 
not be subject to automatic adjustment for increases 
or decreases in fuel costs through a fuel adjustment 
clause, whether under 807 KAR 5:056 or otherwise, 
or by any automatic adjustment for an environmental 
surcharge, whether under KRS 278.183 or otherwise. 

Date of Issue - August 26, 1999 Date Effective September 1, 1999 

Issued B y 3 h . d  4 &$ Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 

Issued By Authority of PSC in A 
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d. CHARGES 

Each month, each Member Cooperative shall pay on behalf of each 
of its large industrial customers taking service under this rate 
schedule a demand charge calculated by multiplying the demand 
charge rate contained in Section 7.c.2(a) by the higher of the 
maximum integrated metered thirty-minute coincident peak 
demand or the established contract demand, if any, plus an energy 
charge calculated by multiplying the energy charge contained in 
Section 7.c.20) by the metered consumption of k W h  in that 
month. 

e. BILLING 

Big Rivers shall bill Member on the first working day after the 13Ih 
of the month for the previous month's service hereunder for Large 
Industrial Customers. Member shall pay Big Rivers in 
immediately available funds on the first working day after the 24Ih 
of the month. If Member shall fail to pay any such bill within such 
prescribed period, Big Rivers may discontinue delivery of electric 
power and energy hereunder upon five ( 5 )  days' written notice to 
Member of its intention to do so. Such discontinuance for non- 
payment shall not in any way affect the obligation of Member to 
pay the take-or-pay obligation of a particular Large Industrial 
Customer. 

Date of Issue - August 26, 1999 Date Effective September 1, 1999 
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10. BIG RIVERS LARGE INDUSTRIAL CUSTOMER EXPANSION RATE 

a. Availability: 

b. 

This schedule is available to any of the Member Cooperatives of 
Big Rivers for service to certain large industrial or commercial 
loads as specified in item (b) defining applicability. For all loads 
meeting the applicability criteria-below, no other Big Rivers tariff 
rate will be available. As an alternative to this rate schedule, the 
Member Cooperative may negotiate a “Special Contract” rate with 
Big Rivers for application on a case by case basis for loads 
meeting the applicability criteria below. 

Applicability: 

This schedule shall be applicable as follows: 

To purchases made by a Member Cooperative for service 
to any New Customer initiating service after August 3 1, 
1999, including New Customers with a QF as defined in 
Rate Schedule 9, that either initially contracts for five 
(5) MWs or more of capacity or whose aggregate peak 
load at any time amounts to five (5) MWs or greater 
(including any later increases to such load) in which case 
the entire load shall be thereafter subject to this rate 
schedule. 

To purchases made by a Member Cooperative for expanded 
load requirements of Existing Customers, including Existing 
Customers with a QF as defined in Rate Schedule 9, where: 
(i) the customer was in existence and served under the then 
effective Big Rivers Large Industrial Customer Rate 
Schedule any time during the Base Year and, (ii) the 

Issued B A L  -& Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 
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expanded load requirements are increases in peak load 
which in the aggregate result in a peak demand which is 
at least five ( 5 )  M W s  greater than the customer’s Base 
Year peak demand. 

(3) To purchases made by a Member Cooperative for the 
expanded load requirements of Existing Customers, 
including Existing Customers with a QF as defined 
in Rate Schedule 9, where: (i) the customer’s load was 
in existence and served through a Rural Delivery Point 

as defined in A. 1 .a.(3) of this Transaction Tariff; (ii) the 
expanded load requirements are increases in peak load which 
in the aggregate result in a peak demand which is at least 
five ( 5 )  MWs greater than the customer’s Base Year 
peak demand; and (iii) the customer requires service 
through a dedicated delivery point as defined in 
A. 1 .a.(2) of the Rules and Regulations Section of 
this Transaction Tariff. 

I 

C. Conditions of Service 

To receive service hereunder, the Member Cooperative mi st 

(1) Obtain from the customer an executed written contract or 
amend an existing contract, for electric service hereunder 
with terms acceptable to Big Rivers. 

(2) Enter into a contract with Big Rivers, or amend an 
existing contract with Big Rivers, to specify the terms 
and conditions of service between Big Rivers and the 
Member Cooperative regarding power supply for the 
customer. 

Date of Issue __ August 26,1999 Date Effective September 1, 1999 
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Issued By Authority of PSC in 
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d. Definitions: 

Base Year - “Base Year” shall mean the twelve (12) 
calendar months from September 1998 through August 
1999. 

Big Rivers - “Big Rivers” shall mean Big Rivers Electric 
Corporation. 

Existing Customer - “Existing Customer” shall mean any 
customer of a Member Cooperative served as of 
August 3 1, 1999. 

LEM - “LEM’ shall mean LG&E Energy Marketing, Inc. 

Member Cooperatives - As of the effective date of this 
tariff, “Member Cooperatives” shall mean collectively, 
Kenergy Corp., Jackson Purchase Energy Corporation, 
and Meade County Rural Electric Cooperative 
Corporation. 

New Customer - “New Customer” shall mean any 
customer of a Member Cooperative commencing 
service on or after September 1, 1999. 

OATT - “OATT” shall mean Big Rivers’ effective 
Open Access Transmission Tariff filed at the Federal 
Energy Regulatory Commission and/or the Kentucky 
Public Service Commission. 

Power Purchase Agreement - “Power Purchase Agree- 
ment shall mean the Power Purchase Agreement 
between Big Rivers and LEM dated July 1998. 

Date of Issue August 26,1999 Date Effective September 1, 1999 
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RULES AND REGULATIONS 

(9) SEPA - “SEPA” shall mean the Southeastern Power 
Administration. 

(1 0) Third-party Supplier - “Third-party Supplier’’ shall mean 
any supplier of wholesale electric service to Big Rivers 
other than LEM pursuant to the Power Purchase Agreement 
or SEPA. 

e. Expansion Demand and Expansion Energy: 

(1) ’ Expansion Demand and Expansion Energy for the load 
requirements of a New Customer shall be the Member 
Cooperative’s total demand and energy requirements 
for the New Customer, including amounts sufficient to 
compensate for losses on the Big Rivers’ transmission 
system as set forth in Big Rivers’ OATT. 

Expansion Demand for the expanded load requirements 
of an Existing Customer shall be the amount in kW by 
which the customer’s Billing Demand exceeds the 
customer’s Base Year peak demand, plus an additional 
amount of demand sufficient to compensate for losses 
on the Big Rivers’ transmission system as set forth in 
Big Rivers’ OATT. In those months in which there is 
Expansion Demand, Expansion Energy shall be the 
amount in kWh by which the customer’s k w h  usage 
for the current month exceeds the customer’s actual 
kWh usage for the corresponding month of the Base Year, 
plus an additional amount of kWh sufficient to compensate 
for losses on the Big Rivers’ transmission system as set 
forth in Big Rivers’ OATT. 

f. Rates and Charges: 

Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 
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Expansion rate and charges shall be the sum of the 
following: 

ExDansion Demand and Exwinsion Energy Rates: 

The Expansion Demand rates, Expansion Energy rates, 
or both shall be established to correspond to the actual 
costs of power purchased by Big Rivers from Third- 
Party Suppliers selected by Big Rivers from which Big 
Rivers procures the supply and delivery of the type and 
quantity of service required by the Member Cooperative 
for resale to its customer. Such monthly costs shall 
include the sum of all Third-party Supplier charges, 
including capacity and energy charges, charges to 
compensate for transmission losses on Third-party 
transmission systems, and all transmission and 
ancillary services charges on Third-party transmission 
systems paid by Big Rivers to purchase such Expansion 
Demand and Expansion Energy and have it delivered to 
Big Rivers’ transmission system. 

Expansion Demand Transmission Rate: 

Big Rivers shall assess unbundled charges for network 
transmission service on the Big Rivers’ Transmission 
System according to the rates in Big Rivers’ OA’IT 
applied to each kW taken as Expansion Demand. 

Ancillary Services Rates for Expansion Demand and 
Expansion Energy: 

Big Rivers shall assess unbundled rates for all ancillary 
services required to serve load served under this rate 



RULES A, JD REG 

For All Temtory Served By 
Cooperative’s Transmission System 

PSCNo. 23 
Original Sheet No. 65 

Cancelling Sheet No. 

1 LATI ONS 
~~~~ ~ 

schedule. Big Rivers shall supply the following six 
ancillary services as defined and set forth in Big Rivers’ 
OATT: (1) Scheduling, System Control and Dispatch; (2) 
Reactive Supply and Voltage Control from Generation 
Sources Services; (3) Regulation and Frequency Response 
Service; (4) Energy Imbalance Service; ( 5 )  Operating 
Reserve - Spinning Reserve Service; and (6)  Operating 
Reserve - Supplemental Reserve Service. Generation- 
based ancillary services required to serve customers may, at 
Big Rivers’ option, be purchased separately from Third- 
Party Suppliers other than LEM, in which case the actual 
costs of such ancillary services shall be passed through to 
the respective Member Cooperative. Alternatively, where Big 
Rivers supplies such ancillary services from its own resources 
(including additional purchases fiom LEM), such services 
will be provided under Big Rivers’ tariff rates for such 
services as contained in Big Rivers’ OATT. 

(4) Big Rivers Adder 

In addition to the charges contained in Items lO(f)(l), (2) 
and (3) , Big Rivers shall charge $.94 per kW/month for 
each kW billed to the Member Cooperative under this tariff 
for resale by the Member Cooperative to the qualifying 
customer. 
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f. BILLING FORM: 

INVOICE 
BIG RIVERS ELECTRIC CORP., P.O. BOX 2 4 ,  HENDERSON, KY 42420 

TO: LARGE INDUSTRIAL CUSTOMER EXPANSION ACCOUNT 
DELIVERY POINTS SERVICE FROM / / THRU / / 
USAGE : 
DEMAND / TIME / DAY METER MULT. 
POWER FACTOR BASE PEAX AVERAGE 
EXPANSION DEMANT) 
ENERGY PREVIOUS PRESEhT DIFFERENCE 
EXPANSION ENERGE! 

EXPANSION DEMAND & EXPANSION ENERGY 

EXPANSION DEMAND, INCLUDING LOSSES kW TIMES $- 

P/F PENALTY kW TIMES $- 

EXPANSION ENERGY, INCLUDING LOSSES kWh TIMES $- 
OTHER EXPANSION SERVICE CHARGES 
SUBTOTAL 

EXPANSION DEMAND TRANSMISSION 
LOAD RATIO SHARE OF NETWORK LOAD 

MULT . 

kW DEMAND 
BILLED 
kW BILLED 
kWh USXD 
kwh USED 

EQUALS $ 

EQUALS $ 

EQUALS $ 
EQUALS $ 

c 

$ 

EXPANSION DEMANI) & EXPANSION ENERGY ANCILLARY SERVICES 
SCHEDULING, SYSTEM CONTROL & DISPATCH SERVICE $ 
REACTIVE SUPPLY & VOLTAGE CONTROL FROM GENERATION SOURCES SERVICE $ 
REGULATION & FREQUENCY RESPONSE SERVICE $ 
ENERGY IMBALANCE SERVICE $ 
OPERATING RESERVE-SPINNING RESERVE SERVICE $ 
OPERATING RESERVE-SUPPLEMENTAL RESERVE SERVICE $ 

BIG RIVERS ADDEK 
EXPANSION DEMAND kW TIMES $- EQUALS $ 

Date of Issue __ August 26,1999 Date Effective September 1, 1999 
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RESTITUTION ADJUSTMEW 
HISTORIC kwh TIMES $. EQUALS $ 

$ TOTAL AMOUNT D E  

LOAD FACTOR 
ACTUAL MILLS PER kWh 

DUE IN IMMEDIATELY AVAILABLE FUNDS ON OR BEFORE THE FIRST WORKING DAY AFTER THE 24m OF THE 
MONTH 

Big Rivers Electric Corporation, P.O. Box 24, Henderson, KY 42420 

Issued By Authority of PSC in 
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CHAIRWOMAN HELTON: 

We're here in the matter of the tariff filing of Big 

Rivers to revise the large industrial customer rate 

schedule, Case No. 99-360. Could we have the 

appearances of the parties, please? 

MR. MILLER: 

May it please the Commission, I'm Jim Miller, Sullivan, 

Mountjoy, Stainback & Miller, Owensboro, Kentucky, for 

Big Rivers Electric Corporation. Co-counsel here today 

is Doug Beresford, Long, Aldridge & Norman, Washington, 

D.C., also co-counsel for Big Rivers. 

CHAIRWOMAN HELTON: 

Mr. Denton? 

MR. DENTON: 

Yes. Madam Chairman, we're an intervenor, Jackson 

Purchase Electric. My name is David Denton. 

MR. KING: 

Intervenors, Kenergy Corp. and Meade County RECC, Frank 

N. King, Jr., attorney, 318 Second Street, Henderson 

42420. 

MR. DENTON: 

P. 0. Box 929, Paducah 42001. 

CHAIRWOMAN HELTON: 

Mr. Raff? 
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MR. RAFF: 

For the Commission and the staff, Richard Raff. 

CHAIRWOMAN HELTON : 

Is there any member of the public that wishes to give 

comment before we begin? Hearing none, Mr. Miller? 

MK. MILLER: 

Yes, ma'am, Madam Chair, just a couple of preliminary 

things. First of all, Big Rivers did file voluntary 

responses to the issues list that the Commission 

generated at the request of Big Rivers to help us get 

prepared for the hearing. 

errors, three errors, in there that we wanted to 

correct. 

when we filed this. The first is in Item 1, Page 3 ,  

Line 17. The word 'Ianticipated1l should be 

l'unanticipated.Il The next item is in Item 2, Page 2, 

Line 26, the words '!Big Rivers may face" are sur- 

plusage. Then Item 3 ,  Page 2, Line 1 at the top of the 

page duplicates the last line on the previous page. 

That's it. There are some other things that have been 

filed that we would like to move - there are some 

matters that have been filed that we would like to move 

to be made a part of the record. One is this voluntary 

response of Big Rivers to the issues list. Second are 

the letters of August 27 and October 13, 1999, which 

We have discovered a few 

It was a busy week in Owensboro last week 
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makes some corrections to 

then our data requests of 

November 30, and we would 

the original application, and 

October 22, November 15, and 

at this time, move those to 

be included in the record. 

CHAIRWOMAN HELTON: 

So ordered. 

MR. MILLER: 

I would just remind the Commission, as I have reminded 

myself this morning, that there is a pending 

Confidentiality Petition and there's one that has 

already been granted, in fact, regarding some of the 

information that has been produced in connection with 

this matter, and we'll try to be alert to tell everyone 

when we get to that point so we can go into a 

confidential session, although there's no one here but 

Big Rivers' folks. Nonetheless we want to make sure we 

get it properly noted in the record. On January 4 ,  Big 

Rivers identified the persons whom we expect to testify 

regarding the issues that the Commission produced for 

us. We would propose to offer all three of these 

people in a single panel since the issues do overlap, 

although Bill Blackburn, Big Rivers' Vice President of 

Marketing, and Jack Gaines of Southern Engineering will 

be principally responsible for the first three issues, 

and Mike Core will be principally responsible for the 
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last. 

answered the data request responses that the Commission 

has propounded to Big Rivers. 

available to the extent that you need them. 

point, of course, we have no opening statement or 

summaries to the testimony. So, at this point, we 

would announce ready, and we're ready to put our panel 

on. 

We also have here with us the persons who have 

So they are also 

At this 

CHAIRWOMAN HELTON: 

Bring your panel forward. 

MR. MILLER: 

Okay. 

WITNESSES SWORN EN MASSE 

CHAIRWOMAN HELTON: 

Mr. Miller? 

The witness, MIKE CORE, after having been first 

duly sworn, testified s follows: 

DIRECT EXAMINATION 

BY MR. MILLER: 

c;' - Mr. Core, are the data request responses, the 

application in this matter, and other filings that have 

been made by Big Rivers in this matter items that have 

been prepared by you or under your supervision and 

filed at your direction? 

A. Yes, they have been. 
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Q. Are those items true and correct to the best of your 

knowledge and belief? 

A. Yes, they are. 

Q. Will you adopt those as part of your testimony here 

today? 

A. Yes. 

MR. MILLER: 

Okay. 

The witnesses, BILL BLACKBURN and JACK GAINES, 

after having been first duly sworn, testified as 

follows: 

DIRECT EXAMINATION 

BY MR. MILLER: 

Q. Mr. Blackburn and Mr. Gaines, have each of you filed 

data request responses in this matter? 

MR. BLACKBURN: 

Yes. 

MR. GAINES: 

Yes. 

And have you also participated in the development of 

the voluntary responses of Big Rivers to the issues 

list produced by the Commission? 

Q. 

MR. BLACKBURN: 

Yes. 
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MR. GAINES: 

Yes. 

Q. And will you incorporate those responses as part of 

your testimony here today? 

MK. BLACKBURN: 

Yes. 

MK. GAINES: 

Yes. 

And are those responses true and correct to the best of Q. 

your knowledge and belief? 

MK. BLACKBURN: 

Yes. 

MK. GAINES: 

Yes, they are. 

The witness, MIKE CORE, after having been first 

duly sworn, testified further as follows: 

DIRECT EXAMINATION CONTINUED 

BY MR. MILLER: 

Q. Mr. Core, have you received a specific response from 

each of the distribution cooperatives about their 

positions on Rate Schedule 10 that's the subject of 

this matter? 

A. Yes, we have. 

Q. 

A. 

And what has that response been? 

The responses that have been conveyed to me are that 

9 

CONNIE SEWELL 
COURT REPORTER 

1705 SOUTH BENSON ROAD 
FRANKFORT, KENTUCKY 40601 

(502) 875-4272 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2c 

21 

22 

29 

24 

25 

Q. 
A. 

Q. 

A. 

Q. 

A. 

MH 

they are in favor of this Rate Schedule 10. 

All three of the member co-ops? 

Yes. 

Are the CEOs of each of those member co-ops in the 

hearing room today as intervenors? 

Yes, they are. 

And are they available to address the Commission in the 

event the Commission has any question about their 

support of this schedule? 

Yes, they are. 

MILLER: 

Okay. That's all we have, Madam Chair. 

CHAIRWOMAN HELTON: 

Mr. Raff? 

MR. RAFF: 

Thank you. I've got a lot of questions. Maybe 

1'11 just read them an one of you or two of you 

or whomever can sort of try to answer as best you 

can. 

CHAIRWOMAN HELTON: 

Would you preface your answer with your name for 

the Court Reporter, please? 
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CROSS EXAMINATION 

BY MR. RAFF: 

Q. Could we refer to Big Rivers' response to the 

Commission's December 22, 1999, issues list, Item No. 

l? The question is, could someone describe the term 'la 

load switching customer'' and what is meant by the term 

''load switching customer growth''? 

MR. MILLER: 

Madam Chair, I guess this gets into the area where 

there are some confidential items, and we would 

move that the hearing go into confidential 

session. 

CHAIRWOMAN HELTON: 

Does it have to go into confidential session if we 

don't mention individual customers? 

MR. MILLER: 

Well, the facts and circumstances s rroi nding the 

"load switching customers'' are central to the 

reason why this tariff was filed, and, I mean, 

we're going to have to talk about it at some time. 

This is as good a time as any just to go ahead and 

talk about it. I don't think anyone here has to - 

there's no one here that has to leave the room for 

that to occur. 
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MR. RAFF: 

I'm just a little troubled about having the 

while a portion of your response to that issues 

list has been requested to be held confidential, 

I mean, the term llload switching customer'' has not 

been, and I'm not sure that, if all of this needs 

to be confidential, whether that's going to place 

the Commission in a position of not being able to 

issue an Order that discusses what Big Rivers' 

problem is and what the approved solution is. 

- 

MR. MILLER: 

Okay. Well, let's go ahead and try it without 

going into confidential session at this point. 

MR. RAFF: 

I certainly didn't want to get into the specifics 

of what customers you were referring to. 

MR. MILLER: 

Okay. Let's try it like that. 

A. This is Mike Core. Let me try to answer your question 

as I recall the way you stated it. The term ''load 

switching customer" you asked for a definition of would 

refer to a customer which is rather unique in the State 

of Kentucky but has the ability to switch load from one 

utility to another, and we're talking about, in this 

instance, a customer or group of customers, in this 
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Q .  

A. 

Q. 

A. 

Q .  

instance, potentially that can switch from (confi- 

dential) service to service of one of our member 

systems because they are in that member system's 

service territory. So I guess we would define, for the 

purposes of this, load switching to be a customer that 

has that option already. 

All right. 

There was another part to your question. 

Yeah. 

customer growth. 

Well, load switching customer growth is a group of 

customers that fit the definition of load switching 

customer that are already in existence. 

no plans for that growth and that has become a 

possibility at this point in time, and it's more than 

one customer. It's a group of several customers. 

So that would be the growth in Big Rivers' load if one 

or more of these customers actually switched? 

Yes, that's correct. 

Okay. 

The other question was the term ''load switching 

Big Rivers had 

CHAIRWOMAN HELTON: 

Could I ask a clarifying question, Mr. Miller? 

Would that definition also include or should it 

include the definition not only served by another 

utility but historically served by another utility 
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prior to and subsequent to 1972? 

MR. MILLER: 

Trying to tie it back into the certified territory 

statute? 

CHAIRWOMAN HELTON : 

Uh-huh. 

MK. MILLER: 

Well, I think subsequent to 1972 is broad 

enough, . . . 
CHAIRWOMAN HELTON : 

Okay. 

MH. MILLER: 

. . . if you want to leave it at that. 
CHAIRWOMAN HELTON: 

Mr. Raff? 

MR. RAFF: 

Thank you. 

MR. MILLER: 

Basically, it addresses just an existing customer 

that has been there that's established and taking 

power from another utility at the time that it 

switches its supplier. 

Q. Are customers who fall into the category of having the 

ability to switch load the only customers that predate 

the territorial boundary Act, if you know? 
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MR. BLACKBURN: 

I don't know. 

A. I don't know either. 

Q. Are you able to say how many customers are potentially 

in this category? 

MK. BLACKBURN: 

Bill Blackburn. I believe there's four to six 

customers that we're concerned about. 

Q. Well, you say four to six you're concerned about, but 

are there more than that that would fall under the 

category of having the ability to switch load? 

MI?. BLACKBURN: 

Q. 

A. 

9. 

I believe - I'm not sure. I know that Kelly Nuckols is 

here today, and he may be able to answer that question 

for you. 

Okay. Are you able to say whether all of these 

customers, if they switched, would be in one particular 

co-opls territory? 

This is Mike Core. As I understand it, the ones that 

we're referencing here, yes, would be in (confi- 

dential) territory. 

Okay. 

these customers that would allow them to switch other 

than the fact that they are in (confidential) 

territory? I mean, is there something about their 

Do you know anything about the circumstances of 
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A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

existing power supply contract? 

This is Mike Core. In the instance of one of the 

customers, they have a power supply contract that is 

expiring in the very near future and have made, through 

(confidential), contact about potential power supply. 

And the others, do they have contracts that would be 

coming up for renewal in the near future; do you know? 

I don't know the timing on those contracts. 

Okay. When you say "near future" for the one customer, 

is that within six months? 

Yes. To our knowledge, it has been represented within 

six months. 

Okay. 

aware that there were these customers who had this 

supply switching ability and that, in fact, they might 

have some interest in doing it? 

I don't recall the exact date - this is Mike Core - but 

we were made aware of this probably in the middle of 

1999. - 

yeah, and we had some contacts earlier than that, but I 

do recall a face-to-face meeting, I believe, in August. 

I would have to go back and check the calendar on it, 

but it was in 1999 sometime, the middle or perhaps even 

a little before the middle of the year. 

Okay. 

And do you know when Big Rivers first became 

I do recall a meeting in probably August of 
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Mli. BLACKBURN: 

This is Bill Blackburn. I would like to add just a 

little to Mike's answer there. This one particular 

customer had contacted Big Rivers several years ago 

about the possibility of switching and leaving their 

current supplier and that did not work out, and 

evidently their contract is expiring now, and they have 

returned back through (confidential). So it is 

something that had come up in the past. 

not materialize. 

It just did 

The witness, BILL BLACKBURN, after having been 

first duly sworn, testified further as follows: 

CROSS EXAMINATION 

BY MR. RAFF: 

Q. 

A. 

Q. 

A,. 

Q- 

Was any consideration given to discussing with what was 

LG&E Energy Marketing, and I'm not sure if it still is, 

regarding modifying Big Rivers' existing purchased 

power agreement? 

When we started conversations with this potential 

customer, I did contact LEM and asked for a proposal tc 

see if they were interested in bidding on this service, 

and I believe they declined to give us a proposal. 

You say you believe? I mean, . . . 
No. They did decline. 

Okay. Refer to Item 1 on that same response, Pages 7 
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A. 

Q " 
A. 

Q '. 

A ,. 

and 8. Can you identify any specific or individual 

customer load increases or expansions that have 

contributed to the changes between the two Power 

Requirements Studies? 

Bill Blackburn responding. Two of the industrial 

customers, Kimberly-Clark and Willamette, account for 

the majority of the change in the Power Requirements 

Study on the industrial side. 

Can you give us the magnitude for each of those? 

I did not bring that with me. From memory, I believe 

Kimberly-Clark is 14-16 megawatts. Willamette is maybe 

four. 

In Item 3 ,  Page 1 of 2, the response indicates that no 

significant expansion load was anticipated by any of 

Big Rivers' large industrial customers at the time the 

1997 Power Requirements Study was prepared. Can some- 

one explain why the study did not include at least some 

nominal amount of industrial load growth similar to the 

normal rural load growth included in the study? 

Bill Blackburn responding. I believe, at the time, Big 

Rivers, in the past, had been severely criticized for 

trying to solve its financial problems by forecasting 

sales, off-system sales, growth and it took the 

approach of only including what was known at the time 

to try to reduce that criticism. 
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Q. Back in Item 1, Page 3 of 8 ,  there's a reference to 

strong national economy and new nonload switching 

industrial loads becoming interested in Big Rivers' low 

rates. Can you give us an estimate of the magnitude of 

these nonload switching industrial loads? 

MR. CORE: 

This is Mike Core. During this past year, we have been 

asked to give proposals or look at proposals on three 

or four customers that were interested in the Big 

Rivers area. In fact, just last week our distribution 

systems received a couple of new inquiries. 

those were 20 megawatts, one with a potential of going 

to 80 megawatts. Earlier in the year, Mr. Blackburn 

provided to one of our member systems a possible 

proposal on 30 megawatts of power. So we are seeing, 

as an outgrowth, I believe, of the strong economy and 

as a result of the infrastructures that are in place in 

Western Kentucky, a real interest. Now, how many of 

those materialize is always another issue, but the fact 

of the matter is there have been some significant 

potential customers looking there and that's one of the 

main reasons or one of the important reasons of this 

proposal as well. 

Each of 
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I 
The witness, JACK GAINES, after having been first 

duly sworn, testified further as follows: 

CROSS EXAMINATION 

BY MR. RAFF: 

Q. In developing your proposal, what consideration was 

given to making the schedule applicable only to new 

customers rather than both new and existing customers 

who expand their loads? 

A. This is Jack Gaines. I think that was considered, 

among other things, but the basic approach is that the 

classification that we're trying to define is load 

growth, and load growth is - it really doesn't matter 

whether the customer is a new customer or an existing 

customer. 

then our approach was to try and identify the class 

that we would apply this rate schedule to as a class 

defined by a load growth criteria. 

Did you decide that early on? 

If the problem is created by load growth, 

Q. 

A.. Yes. 

Q .  So did you not do any study of the effects of limiting 

the proposed schedule to just new customers, or was any 

study done to limit the proposed tariff to just new 

customers, what that impact would be? 

Well, any evaluation or any study to try and measure 

the effects of limiting it to only new customers would 
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Q. 

involve making assumptions or presumptions with respect 

to what load growth might be for existing customers, 

and I think, with the exception of one customer, 

Kimberly-Clark, we did not have any more definitive 

information with respect to load growth of existing 

customers upon which to make an analysis. 

only be a hypothetical with respect to what would 

happen, but, assuming there was load growth from 

existing customers, the financial consequences or the 

economic consequences would be the same as if it was a 

new customer. 

Was there not information about possible expansion from 

existing industrial customers gathered for putting 

together Big Rivers' 1999 Power Requirements Study? 

So it would 

MR. BLACKBURN: 

Bill Blackburn responding. 

gathered by the distribution cooperatives from the 

industrial customers, and, when you look at the 1999 

PRS, there are a couple of slight increases in the 

industrial side, and I do believe that reflects what 

they had been told by their customers. 

There was information 
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The witness, MIKE CORE, after having been first 

duly sworn, testified further as follows: 

CROSS EXAMINATION CONTINUED 

MR. RAFF: 

Again, in Item 1, Page 4 of 8 ,  of the response, there's 

a discussion of some factors regarding load switching 

customers having not been involved in the Big Rivers 

Chapter 11 filing and its restructuring and that those 

type of customers would not have the same reasonable 

expectations of continued low prices as would Big 

Rivers' existing customers. While you make that 

distinction, you also propose that the new tariff be 

required for any existing customer who wants to expand 

its load. Is there not a contradiction there in 

recognizing certain factors for what would be load 

switching customers but then denying the benefits of 

those factors to Big Rivers' existing industrial 

customers? 

This is Mike Core. Load growth, whether it be from a 

load switching customer or a new customer, is an 

important subject to Big Rivers for several reasons. 

One, we want to be positive and have strong growth in 

Western Kentucky. Secondly, Big Rivers is a different 

company now. I would like to say, instead of plants, 

we have a portfolio and that portfolio is made up of 
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our purchased power agreement with LEM. It's made up 

of SEPA power, and then there's also a third element, 

which is some market purchases that, when a market is 

in favor of Big Rivers doing that, we do that, such as 

nights and weekends and different times of the day or 

year. 

manage very, very carefully. Now, we believe our 

So we have a limited resource that we want to 

customers, our three distribution systems and their 

customers, the 90,000 plus in Western Kentucky, have 

put us in a position to manage those assets to the 

fullest extent that we can for the benefit of new and 

existing customers. So this issue of growth is very 

important and how we manage that growth. NOW, we 

believe that Big Rivers has a very, very competitive 

industrial tariff, and we think that's one of the 

reasons that perhaps some of the load growth customers 

are interested, but it isn't just the load growth 

customers that Big Rivers needs to manage. It's any 

growth, and we have a certain amount of excess 

available. That excess, over a period of time, will be 

utilized by the members through growth. We want to 

have the opportunity to carefully manage that so that 

what we're putting into one of these industrial 

customers is a product they need, and it works for Big 

Rivers as well, and so we think there's really no 
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distinction in growth in general. Now, it can come 

from the load switching, but it also can come from 

somebody coming in and putting down 40-50 megawatts and 

moving us to the next increment of power, and it's 

trying to manage that process, manage that portfolio of 

supply, as we go forward in mixing and matching those 

things to the needs of those large customers as well as 

the needs of the other customers of Big Rivers and 

that's one of the reasons we're trying to do this at 

this point in time. We think to wait until we're 

pushed over that edge is not the best way to manage 

that. That's sort of after the horse is already gone, 

and we go, "Oh, what do we do now?" So what we're 

trying to do is take those resources we have now and 

utilize them to the best benefit of all parties going 

forward with some careful management and that's the 

intent of this. It's a long answer to your question, 

Richard, but the issue of growth, even though it has 

been pushed forward by the potential load switching, is 

always an issue out there that we want to carefully 

manage and that was one of the reasons we drove this. 

I became concerned about a year ago as I looked at the 

potential of where are we going to take these resources 

that are very valuable, very valuable, resources in 

today's market and maximize this to the benefit of all 
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Q. 

A .  

customers of Big Rivers. 

Were there other potential solutions considered other 

than this tariff? 

Well, the tariff itself lends itself to other 

solutions The tariff we've proposed we really want to 

focus on he negotiated side. Currently, we have a 

tariff that is in place, doesn't require a contract, 

and someone could come in and say, want your 

tariff." What we want to do is focus on sitting down 

with all growth, as we normally do, but we think it's 

more important now and, first of all, finding out what 

it is about their load that's different. Every 

industrial load is a little bit different. They have 

different load factors, different power factors. They 

perhaps have some interruptibility that another one 

doesn't, and so, for us to sit down and put what I call 

a product - and I think we're moving away from the 

issue of tariff as much as we are trying to fit a 

product to a particular customer that says, you know, 

I I I  have the ability to interrupt this amount of power,Il 

or 'I1 have the ability perhaps to switch power to 

another time period,I1 or !'I have a low load factor,Il or 

I I I  have a high load factor.'I We can sit down. We can 

look at our own portfolio of supply and say,  HOW does 

that fit into this mix?" and then, "Are there other 

25 

CONNIE SEWELL 
COURT REPORTER 

1705 SOUTH BENSON ROAD 
FRANKFORT, KENTUCKY 40601 

(502) 875-4272 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1s 

2c 

21 

22 

22 

24 

2E 

solutions that we can fit into this?" I think to craft 

every solution going forward to begin with is very 

difficult, because these customers today want to talk 

to the utility. They want to find out what they can do 

to save money. 

money, and so this tariff is designed to move us in the 

direction where we sit down with these folks and say, 

llOkay.ll We may take a piece of our own portfolio, and 

we may blend it with something perhaps from the market 

or perhaps from a peaker unit that we would buy some 

output from and put a product together that fits their 

needs and still fits within the Big Rivers portfolio. 

One of the things I don't think we can do, and it was 

something that was raised in the issues list, was to 

just go out and buy a 50 megawatt block of power and 

plop it into our supply portfolio right now, because 

there are different 50 megawatt blocks of power 

available and which one do we buy depends upon what our 

needs are. We think the key to the future for Big 

Rivers is to remain as flexible as we can in dealing 

with those situations which is to the benefit of those 

new customers and we think to the benefit of the 

existing Big Rivers customers because that's what we 

are. We're no longer plants. We own the plants, but 

we no longer operate them. 

We want to work with them to save 

So our portfolio is our 
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Q. 

power supply options, and, within that, the flexibility 

to work the product that fits the best for that 

customer is what we want to do, because, believe me, we 

want to see growth in Western Kentucky, but we want to 

be able to deal with that growth. You know, we went 

down this path before I was there where we went and 

built a large power plant. That was the process in the 

past. You know, you just build a large power plant 

because you believed these things were coming. Well, 

the time frame was so extended by the time you got the 

power plant on line, things had changed. We think we 

need more flexibility today, and the market changes. 

The market changes rapidly, and so it's kind of hard to 

lock into the market unless you know exactly what it is 

you need for a period of time. Then you can go out and 

buy it at that moment in time and lock it in. 

I'm not taking issue with really anything that you 

said, but, taking that back to the tariff, was there 

any consideration given to, as you say, after you 

talked to customers and industrial customers to 

determine what their actual requirements are and then 

going out in the market and, you know, acquiring 

additional capacity to meet those customers' needs, of 

then rolling those costs into your existing rates and 

having a rolled in or average embedded cost for all 
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A. 

customers? 

We've had discussions about that, and there's no 

question that, at some point in time, that's one of the 

options that probably has to be utilized. You reach a 

point where you've saturated your current power supply 

options to their fullest extent and then have to go on 

to the next level. What we're trying to do prior to 

that is manage those options and power supply needs 

before we have to go out and do an increase for 

everyone. The other side of that is, with the activity 

we see, our members have several inquiries, and how do 

you begin to approach those types of things under that 

scenario, and how many times do we want to come in for 

a rate increase every time one of these things happens. 

What we would like to do is say, "HOW do we serve it 

out of our current portfolio?" and the fact of the 

matter is they may have a load that we say, llWelll 

serve it out of our current portfolio. It works," or 

they may have a load that says, "That doesn't work but 

what can we piece together that works for it?'' and I 

think some of these large load switching customers are 

a good example of we're looking at some different ways 

that benefits them and Big Rivers as to how we approach 

this. You know, the emphasis today is on meeting the 

customers' needs as much as you can. The term llmass 
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customization," you know, it's a term that's hard to 

get your hands around, but what you're trying to do, 

especially for these customers that use large blocks of 

power, is to try to meet them at their needs within 

your own resources and handle that. 

time, there's probably no question you reach a point 

where you begin bringing some elements of large blocks 

of power in or something to address that. 

other factors about Big Rivers and its power supply 

portfolio with LEM is we, in the year 2010 and 2011, 

will gain an additional 200 megawatts as those smelter 

At some point in 

One of the 

contracts expire at that time, and I don't want to say 

we're trying to create a bridge because it's not what 

we're doing, but we're looking to those types of things 

in the future 

current power 

another 200 m 

and how do you mix and match and fit the 

supply into the fact that you have 

gawatts coming out there basically under 

the same terms and conditions that your current block 

of 572 is there. So, with all of these moving pieces, 

it's hard to take the old utility approach, which was 

just go out there and build the next 100 megawatts or 

200 megawatts and slap it in there, put it in your rate 

base, and go forward, because we think that, in itself, 

is detrimental to economic development because you now 

have added in all of these fixed costs. So we want to 
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Q. 

A. 

take a look at these on an individual basis, and, while 

going out and buying a block and putting it in there is 

an option, and that may be one of the options, Richard, 

that we would opt to do, we would like to see what are 

the other options that that customer needs, because Big 

Rivers' only intent here is to serve its member systems 

with their customers' needs. They drive us. They own 

us. 

members or savings going to anyplace else but the 

members. 

Was any consideration given to adding blocks of power 

to meet new industrial growth and having the cost of 

that power paid for by everyone on the system but not 

coming in for rate increases, as you referenced, but 

establishing something in the nature of a purchased 

power adjustment clause whereby, whenever your cost of 

purchased power exceeded what your existing costs are, 

that, you know, that could be passed on on a monthly 

basis or a quarterly basis similar to what you used to 

do with your fuel costs and your environmental costs? 

Again, I think that is an option, but it's not an 

option we're ready to commit to until we understand how 

these power supply growth needs can be met because for 

us to do that, in itself, is a rate case or some case 

here before the Commission, and it has been my 

There's no money going to anyplace else except the 
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experience, over many years in this industry, if I can 

avoid those kind of things, I would like to do it 

because it causes all kinds of questions from customers 

whether it's fuel adjustments or power supply 

adjustments. I'm not saying we shouldn't use it, but I 

don't think it's one of the first things that I would 

want to turn to until I've got a good feel, until the 

organization and the members have got a good feel, of 

what this load growth means in that kind of scenario. 

One thing customers like is stability and that line 

that appears on that bill, as you know, is very 

difficult to explain to the customers, and so, to the 

extent we can avoid that, we would like to, but it's an 

option. I'm not saying we wouldn't do it at some point 

in time, but it's not something that appealed to us at 

this time nor was it necessary at this time. 

The witness, BILL BLACKBURN, after having been 

first duly sworn, testified further as follows: 

CROSS EXAMINATION CONTINUED 

BY MR. RAFF: 

Q. Has Big Rivers made any analyses or determination 

regarding the cost to purchase a block of market power 

and how that cost would compare to its existing average 

cost between the LEM and its SEPA power? I recognize 

that, during certain peak summer periods, prices are 
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A.. 

Q. 

A. 

extremely high, in the thousands of dollars, but, when 

you average those peak periods with off-peak periods, 

for example, you know, an industrial customer that has 

a 70 or 80 percent load factor, you know, how the 

buying a block of power on a 365 day period would 

compare to your existing cost. 

Bill Blackburn responding. During the past year, we 

have had several requests for quotes on power from our 

member systems, and I have contacted LEM, Reliant, and 

others in the market, and each time that I have done 

so, when I receive a response because not every one 

does respond, I have not seen a price as low as the 

LG&E contract with Big Rivers nor the SEPA contract 

that we presently have. 

And this is for year-round power? 

Yes, it is. 

MR. CORE: 

One of the things, too, Richard, if I might add to that 

answer, is the products that are on the market are 

varied. I mean, you can buy 7 days/24 hour power at a 

certain price, 5 days/l6 hour power at another price, 8 

hour nighttime price. There are so many out there, and 

then you have the firm price and the nonfirm prices. 

That's why you need to know what that load is and what 

it can take. To buy 7/24 firm pricing is a pretty 
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expensive item right now in the marketplace. Now, it 

may change and that flexibility is something that we 

want to have to try to change with that. 

CI€AIRWOMAN HELTON : 

A. 

Q. 

A. 

Mr. Blackburn, when you asked for those quotes, 

was it for individual customers of a distribution 

cooperative? In other words, you didn't ask for a 

quote on an estimated aggregated amount that you 

might need; it was for individual customers? 

It was for individual customers, yes, ma'am, but the 

volume of power for these customers was quite large. 

One of the blocks was, I believe, for a 50 megawatt 

customer. 

The price that you were quoted for those blocks of 

power, how close were they to the price that you're 

paying under the LEM? 

To give you an example, one that I particularly 

remember is a quote we received in October of 1999. 

The on-peak strip that the quote came back for was for 

$55 and that was a 7 by 16, and I remember that. I 

thought that was high. The off-peak portion of that, 

which would be a 7 by 8, was in the $15 range. So you 

would have to weight those two together based on the 

number of hours on peak versus off peak for the year. 

The price is somewhere in the forties. 
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MK. CORE: 

Which, I might add - this is Mike Core - is about twice 

what we're paying under the LEM and significantly more 

than under the SEPA. 

MR. GAINES: 

This is Jack Gaines, and a very important component of 

that is in comparison to the amount of revenue that 

would be derived under the existing industrial rate and 

that, for a 100 percent load factor load, is about 

$27.50 a megawatt-hour. 

it's about $29 a megawatt-hour. So you're really 

comparing not just how much it would cost Big Rivers to 

procure it incrementally but how much it would cost 

incrementally versus the revenue it could derive under 

the firm rate. 

COMMISSIONER GILLIS: 

For a 90 percent load factor, 

Mr. Blackburn, just trying to think through your 

math there a minute on what you just discussed, 

the $55 for the 7 by 16, I believe, . . . 
A ,. Yes, sir. 

COMMISSIONER GILLIS: 

. . . and the $15 would be 7 by 8 ,  would that not 

make the other, some $85, the 7 by 8 so that it 

averaged the $55 or $95? 

A. No. The 7 by 8 is just for the off-peak hours, and 
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you would pay $15, let's say, or $15-$15.50 for that 

power . . . 
COMMISSIONER GILLIS: 

Uh-huh. 

A ,. . . . during off-peak hours and, during the on-peak 
hours, then you would pay the $55 for that. So, for a 

given day, you would have 16 hours at $55, and you 

would have 8 hours at $15. So you would average that 

over a 24 hour period and that would be the blended 

rate that the customer would be paying. 

COMMISSIONER GILLIS : 

I misunderstood. I thought you said the blended 

rate was $55. 

A. No. I'm sorry. 

VLCE CHAIRMAN HOLMES: 

He said the forties. 

A .. That was the on peak. 

COMMISSIONER GILLIS: 

Okay. 

A" Right. It would be in the forties, I believe. 

MR. GAINES: 

$41.7. 

COMMISSIONER GILLIS: 

Thanks. 

A #I Thank you. 
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VICE CHAIRMAN HOLMES: 

And how much was the LEM; in the range of . . . 
CHAIRWOMAN HELTON: 

The twenties. 

A. The LEM range is under $20 and will be there for 

another three or four years. It has an escalator that 

goes up over a period of time. 

Q .. Mr. Gaines, you referred to the difference in revenue 

that Big Rivers would receive if it were to purchase 

blocks of power for its industrial customers at the 

prices at which Mr. Blackburn indicated power was being 

offered at. Does Big Rivers have a particular margin 

that it believes it must receive from power sales? 

MK. GAINES: 

I'm not sure I understand the question. From power 

sales to members or off system? 

Q. The margins that it would have to add to the cost of a 

block of power that it purchased for an industrial 

customer. 

MK. GAINES: 

Well, the adder that we've proposed as part of Rate 

Schedule 10 is, I believe, 35 cents per kw per month. 

For a 50 percent load factor customer, that would be 

about a mill per kilowatt-hour. It would be about a 

half a mill for a 100 percent load factor customer. 
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Q. Okay. Mr. Core had extensive testimony on how Big 

Rivers believes that it needs to talk to its customers 

regarding their particular needs. To the extent that a 

new customer has the potential to buy power just on an 

hourly basis, would there be a mechanism for Big Rivers 

to be able to communicate pricing information to that 

customer ? 

MR. CORE: 

If we have a customer that would have that interest, we 

would explore that possibility with him. Are you 

asking do we have the existing capability now? We 

probably have the information. Getting it to them is 

the question of how we would do it, the time period of 

notification, and so forth. Let me go back, and this 

is a good point because we've talked about our contract 

with LEM, and it has peak limits, but we have a 

significant amount of energy available under that 

contract. It's just that everybody wants it at one 

particular time. Back to the question Commissioner 

Gillis raised, it may be that we can take the hourly 

needs of that customer and blend it with some of this 

energy we have in these shoulder months or even 

shoulder times of the day or at night when, even 

ourselves in our own arbitrage, we're unable to really 

do anything with it because the price is fairly low. 
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You've heard the comment of $15. At nighttime, we go 

out and buy on our own because it's cheaper than the 

LEM contract. It's just part of good management to do 

those kinds of things. What we can do, based upon an 

hourly customer or time of day customer or perhaps a 

customer that can be moved from first shift to third 

shift in production, for example, if they're only a one 

shift customer, there are lots of opportunities to work 

with those kinds of situations and that's why I say for 

us to just go buy a block of power doesn't help us 

until we know what we've got available from our own 

portfolio in these other hours and perhaps even, to 

some extent, on peak and blend that with something else 

that winds up being a pretty good rate for that 

individual and not putting a lot of costs back to the 

current customers. What we're really looking at here 

is the ability to manage this power supply options and 

portfolio for the benefit of these customers, and we 

would be willing - you know, our approach is let's talk 

to these customers. Let's talk to our members. The 

customers are actually customers of our members but 

let's talk with our members and, through them, to these 

customers and say, "What are your needs? Do you want 

an hourly pricing? Let's talk about that." We think 

we have the capability of working that out within our 
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Q " 

own organization and with our third party marketing 

partner that we have. Currently, that's Reliant, but, 

you know, that can change based upon whatever the needs 

are of Big Rivers, and we think we can fit those kinds 

of things. We want to try to do that through our 

members to offer, I call it, products, not electricity, 

but these folks need a product out there that fits 

their operation and that's what we want to try to do, 

and we want to encourage those kind of things, too, 

because, believe me, there's pricing breaks available 

if you can pick the time of day that you can move this 

power. 

Is there an underlying assumption to the proposed 

tariff that the new or expanded load that would be 

served under the tariff that those customers are 

ultimately going to be paying higher rates than your 

existing system rates? 

MK. CORE: 

Well, I think . . . 
A ,. That's true. 

MR. CORE: 

. . . that's true. 
MR. GAINES: 

I think it depends a little bit on the type of product 

that they seek and what it costs to procure the power 
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Q. 

that's needed to meet those needs. I think that, 

currently, with what we're seeing in the market at the 

present time and in the very near future, that, if the 

customer seeks a firm supply, that's the product that 

they want, then the likelihood is that the costs would 

be higher than what they would pay under Big Rivers' 

firm rate, and, of course, that, in and of itself, is 

what presents the dilemma and the predicament is a very 

real concern and desire on Big Rivers' part to 

minimize, to the extent possible, any upward pressure 

on its existing rates created by unexpected and 

unplanned for growth of significant magnitude. 

However, markets change, as we all know, and, from a 

long-term standpoint, pricing in this fashion, even for 

a firm product, could very well change in terms of the 

cost level and could become comparable to or, 

conceivably, even less than what is reflected in the 

current firm rate, but the essential thing, and I think 

Mike has said it several times, is that Big Rivers 

needs the ability to manage these resources and help to 

manage its risk associated with meeting its obligations 

as a power supplier. 

When you use the term "firm power supply,Il are there 

other categories other than just an interruptible, or 

is a nonfirm an interruptible, or is there a difference 
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in those categories? 

A I. Bill Blackburn. Some of the categories that I'm 

familiar with, there's financially firm power, there's 

system firm power, there's unit firm power. Then you 

get into the different types of - there's interruptible 

power, limited hours, limited calls on the 

interruption. 

power in the market. 

So there are several different types of 

MK. CORE: 

The market sort of customizes - this is Mike Core - 

sort of customizes a product to what you want. If you 

call in and say, "1 want this following thing," 

somebody is going to give you a price, but they're 

going to go back and weigh the market cost for it, 

whatever risk they would have to take on it or build 

into this. So, I mean, this is a new world. I mean, I 

know deregulation is a hot topic, you know, retail 

deregulation, but the fact of the matter is wholesale 

deregulation is there, and it is market driven, and the 

difference in just the last three years from where it 

was and what it is today is amazing, and the amount of 

flexibility you need to have within that is very, very 

important and that's what we're looking at here, 

because you can go out for an RFP, a Request for 

Proposal today, and go out again six months later, and 
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you may get two totally different prices, or it will 

depend upon how you've structured it. Do you want a 

portion of it firm, a portion of it nonfirm? Are you 

willing to take unit firm, which means, if the unit 

goes off you don't have it, or do you want financially 

firm power? That's the premium product, financially 

firm power. That's what we have from the LEM power 

supply agreement, is financially firm power. That 

power is the premium power because that just means 

you've got it or somebody pays liquidated damages if 

you have to go out and buy it and get it back. 

goes down at different levels from that point, and it 

takes a lot of skill out there working with the market, 

even if you have a third-party partner in that area, to 

take a look at those things, because we're involved in 

that. Bill and his staff are involved in that on a 

daily basis making decisions on the arbitrage side, as 

you know, and so we're gaining, we think, some critical 

experience in dealing with this, because we see that 

switching over from a period of being arbitrage to 

switching over to be a period of purchases. It's very 

important to have the flexibility. 

Then it 
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A. 

Q. 

A. 

The witness, MIKE CORE, after having been first 

duly sworn, testified further as follows: 

CROSS EXAMINATION CONTINUED 

MR. RAFF: 

Does Big Rivers currently have much information about 

the load charac-eristics of the potential load 

switching customers? 

Of the one customer, I think we have a pretty good 

idea. Of the others, I would say no, but, because of 

the discussions through (confidential) that we've had 

with this customer, I think we have a pretty good idea. 

Was any consideration given to waiting until you had 

more information about the customer's load profile and 

then proposing some type of a tariff that would meet 

their specific needs? 

Well, again, I think we get into a situation of filing 

a tariff every time for a new customer and that didn't 

seem to be the most efficient way of doing it, and, 

again, wanting to have the ability up front to work 

with these people and some reasonable assurances. 

Obviously, if we negotiated a contract, that comes back 

and is filed with the Commission, and the Commission 

can see what we've worked out and judge on whether 

that's, you know, a good contract or not. One of the 

other things Big Rivers wants to do is we want our 
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Q. 

A. 

members to have long-term customers, and there's no 

question that, whatever happens, these larger customers 

are going to be the ones that can get out there and 

probably move if that ever happens. To the extent we 

can 

strong contract, I think it's in the interest of our 

member systems and Big Rivers especially as we look 

forward to power supply - you know, managing your power 

supply and the certainty that you try to obtain in that 

going forward. So the emphasis here, I think, too, is 

going back to trying to get something that's in place 

for a period of time and you know it's there, a 

commitment is there, because, again, we want our 

members to have customers that are going to be long- 

term customers for them, and they're looking to us to 

give them the power supply options that accomplishes 

that. 

Have these issues caused Big Rivers to give any further 

consideration to its membership in the Midwest ISO? 

Well, the short answer is no. I don't have enough 

information on the Midwest IS0 yet. I think they don't 

have enough available for us to make a decision there. 

As you know, we have an agreement with our member 

systems that they would have to approve our membership 

in an ISO, and I have not seen anything yet to take 

these customers up through negotiating a 
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back to the members, any kind of a proposal to join the 

ISO. I think that's still being worked out, and I 

think we all realize, at some point in time, the 

likelihood of some form of a regional transmission 

organization or IS0 or whatever we come up with is 

probably there, but Big Rivers, at this point, doesn't 

have an advantage to getting into that. 

So any transmission charges that Big Rivers would incur 

for purchasing these blocks of power would be passed on 

to the customer itself? 

Q. 

MR. BLACKBURN: 

Q -  

A. 

Bill Blackburn responding. That's correct. 

Back to Item 1 of your response to the issues list at 

Page 3 ,  Lines 17 and 18, Big Rivers refers to the 

extreme weather situations that could consume your load 

this summer. Can you explain how your proposed tariff 

would provide flexibility for Big Rivers as a result of 

any extreme weather situations? 

Well, to the extent we knew the growth and we could 

negotiate a contract with that customer, we would have 

the knowledge there and Bill could be prepared for the 

summer, knowing what kind of growth he has in his book 

there of power when we face the market. So, to the 

extent it's anticipated and we have the ability to work 

with that customer, that gives us more certainty in 

45 

CONNIE SEWELL 
COURT REPORTER 

1705 SOUTH BENSON ROAD 
FRANKFORT, KENTUCKY 40601 

(502) 875-4272 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

13 

14 

1 5  

1 E  

1 i  

1€ 

1s  

2( 

21 

2; 

2: 

2r 

2! 

Q. 
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Q. 

knowing, to a greater degree, what our load will be. 

Well, isn't this tariff being proposed due to concerns 

of increased industrial load and not out of concerns of 

unusual extreme weather? 

GAINES : 

This is Jack Gaines. I think he reference here to 

extreme weather situations is simply to highlight or 

point out the fact that other factors which do affect 

Big Rivers' load, such as weather, could potentially 

cause Big Rivers to bump up against or exceed its cap, 

and it's just another reason why Big Rivers needs the 

flexibility of Rate Schedule 10 to help manage a 

potential section of load growth that it cannot manage 

under the current set of rate schedules. It's not that 

extreme weather is something that Rate Schedule 10 

specifically addresses. It's that extreme weather 

affects Big Rivers' load, and extreme weather coupled 

with other factors could help to create a situation 

where Big Rivers' load expands more rapidly than 

expected, and this rate will help Big Rivers in the 

event that that were to happen. 

Thank you. 

regarding the impact of this tariff on gaining new load 

or expanded existing loads or on the load switching 

customers? 

Has Big Rivers reached any conclusion 
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A. Well, we've considered - this is Mike Core. We've 

considered the possibility that that could have an 

impact. How you measure that impact would be very 

difficult to gauge. We also know that just taking 

another block of power and rolling it in and raising 

rates has impact on everyone as well, including the new 

customer. So there's no question that there will be an 

upward pressure on Big Rivers' rates assuming the 

market rates stay where we've seen them. Now, if the 

market rates change, I mean, everything can change, but 

I can see possibilities of working with these customers 

first, and going to this kind of thing is a better 

direction to go than just simply rolling that in and 

raising it without looking at that. Now, again, I go 

back to the original - I think one of my original 

statements is, at some point in time, there will be an 

upward pressure that we would probably have to come and 

raise everybody's rates. 

find a way to take the value of this power, as long as 

we can, to share it with everybody, and, to the extent 

we can find different kinds of things to blend with 

this, we can perhaps forestall a rate increase and keep 

a large customer, a new customer, very happy with the 

product that we've put together. So that's our first 

statement, but, at some point in time, if they say, ''We 

What we're trying to do is 
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Q. 

A. 

want service and we'll take the proposed rate that we 

have in the tariff," I guess that's it. The other 

approach is to raise everybody else's rates when you 

get to that point and that may happen at some point in 

time. We would just like to have the opportunity to 

deal with the issues and work through that before we 

get to that point of having to bring, you know, the 

rate pressure to bear. Big Rivers' rates are 

competitive today, no question about it. I'm really 

proud of that, coming out of the bankruptcy, that we 

were able to achieve that. There was a lot of hard 

work that went in there with our members, with our 

creditors, and everyone. What we're trying to do is 

take that very valuable resource and not squander it 

just indiscriminately but carefully manage it to the 

benefit of as many people as we can. 

In response to inquiries that Big Rivers has gotten 

within the last six to twelve months from either 

existing customers thinking about expanding or new 

customers, has Big Rivers indicated that it may be 

changing its rates and that new load may be covered 

under a marked-based rate? 

I think, in the discussions that we've had with this 

one particular load switching customer, we've told them 

that, and they understand this, and we're focusing on a 
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Q. 

A. 

negotiated type of rate that blends several factors 

together. 

large amount of interruptible which helps the 

situation, but I think that's probably the only 

customer that we've had to interface directly with that 

on. Although I do know, in discussions with Willamette 

on the other tariff that we postponed, they were well 

aware of this tariff, and we have talked about it. In 

fact, they're interested in a fairly long-term contract 

on the remaining block of power that we sell to them 

under that tariff as a result, which is good. 

Have you gotten any concerns from your distribution 

co-op members that this type of a tariff might hinder 

economic development in adding new industrial growth? 

I think there have been some discussions on that. I 

think one of the discussions that concerns one of our 

member CEOs is what kind of a price does it give to 

somebody that comes in because there isn't a specific 

tariff, but, at the same time, even if we had a tariff 

giving a specific price doesn't always mean that's what 

it winds up to be. 

customers out there who are paying various rates per 

kilowatt-hour because of load factor, power factor, an( 

other services that are required, or equipment charges 

and things of that nature. So it's pretty hard to givc 

They have a unique situation with a fairly 

We have various industrial 
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Q. 

A. 

Q *' 

A. 

a firm rate to begin with, and, of course, we would 

have to sit down and begin immediate discussions with 

this to give these people an idea of what kind of cost 

we would be looking at. 

Have you had any discussions on this with any other 

entities responsible for economic development, be it 

the state Economic Development Cabinet or something on 

a more local level? 

We've not had any specific discussions with the 

Economic Development Cabinet or any local Economic 

Development folks; no. Certainly, our members who have 

some involvement in economic development are well aware 

of what we've done here and essentially have supported 

us. 

Do you know much about the rates that are currently 

being paid by the customers who are potential load 

switching? 

I do not have any knowledge. Bill, do you? 

MR. BLACKBURN: 

Bill Blackburn. They have been less than willing to 

share that information with us. They say things in 

general, but they do not give us anything that's 

specific. 
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Q. 
A. 

9. 

A. 

The witness, BILL BLACKBURN, after having been 

first duly sworn, testified further as follows: 

CROSS EXAMINATION CONTINUED 

MR. RAFF: 

So their contracts are not public? 

That's correct. 

Item 2, over at Page 2, Lines 23-26, can you describe 

the intense discussions with marketers that's 

referenced there? 

I have, during the past year or during the past six 

months, met with several different marketing companies. 

I've had discussions with LEM, with Reliant, with 

ProLiance, Entergy, Duke Power, Coral, Williams, the 

major ones that I have met with, and each time we 

always have general discussions of the market, what 

everyone's view is, where you think you're going. A 

lot of these folks know that Big Rivers has a marketing 

contract out with Reliant, and they're always 

interested in trying to find out when that's up for 

renewal and can they bid on it. So we have a lot of 

discussions, and, during these times, I always try to 

take advantage of information I can glean from them, 

what they perceive that the market to be, where they 

think pricing is, what products out there are likely to 

develop that we don't see, and which ones are traded 
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Q. 

A .  

most often. It's during these type of discussions that 

I have raised the issue of, "DO you think someone would 

be interested if we put out a request or a proposal to 

serve our needs as we grow in without us knowing today 

what those limits might be?!' and it's usually received 

very negatively. It would be very expensive. Now, if 

we could come up with a narrow band of what we want, 

you could certainly get proposals, people willing to 

respond. 

"A narrow band" meaning time? 

Time and quantity. People are generally afraid of 

something that's open-ended. I may think and have only 

good reasons that I may need 50 megawatts, but, if the 

truth is I end up needing 150 megawatts and it's three 

times what they've committed to and neither one of us 

could foresee that but the way the contract would be 

they would be on the hook for that, they're very 

reluctant. 

Your contract with Reliant, is that just for Reliant to 

market Big Rivers' power, or does it also include 

Reliant purchasing power for Big Rivers when it needs 

to do so? 

Reliant does both for Big Rivers. They sell our excess 

power, and they purchase for us at times that we need. 

The contract also allows Big Rivers to either sell or 
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purchase outside of the Reliant contract if we believe 

that the Reliant price is not, at market, reasonably 

priced. 

Q. So they, in effect, have a first option; is that - I 

mean, you have to . . . 
It's probably true that they have the first option on 

the hourly transactions, but, if we're going for, let's 

just say, a month, then I do get a proposal for them 

first. If I do not like that proposal, then I'm free 

to go to the market with a Request for Proposal. 

do not have any right to match it. 

A.  

They 

Q. Okay. 

CHAIRWOMAN HELTON: 

Mr. Blackburn, . . . 
A .  Yes. 

CHAIRWOMAN HELTON : 

. . . in your discussions with marketers, your 
existing customers who have incremental load 

growth, you know those load characteristics. Have 

you had any discussions with marketers about, if 

you aggregated that load, what the prices would 

be? 

A .  No, not in particular. I have not. 

CHAIRWOMAN HELTON: 

Okay. 
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A. Most of our existing load customers, our industrial 

customers, are fairly high load factor customers, and 

you would be able to go out and, say, buy a block of 50 

megawatts which would be served at a 100 percent load 

factor, and then you could blend that in with our power 

from LEM to make up the rest of the load and to 

actually do the load following with that. 

not have to buy a block of power that would exactly 

mirror the current industrial load because of the high 

load factor. 

C'EIAIRWOMAN HELTON : 

So you might 

But you certainly could get a better estimate of 

what those costs would be versus, as you said, 

indeterminate loads from new customers or load 

switching customers? 

A. Yes. Yes, ma'am, because it is known and determinable. 

MR. GAINES: 

This is Jack Gaines. Along that same line, I think 

that, from the existing set of twenty some odd 

industrial customers, the extent to which their loads 

may be growing I think is also indeterminable in a 

manner similar to loads for which we have no knowledge 

at this time. In other words, that's also an 

unpredictable. 

A. The growth. 
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MR. GAINES: 

Right, the growth. 

A. The growth is correct. 

MR. GAINES: 

Right. Right. 

A. 

B'Y 

Q. 

A. 

I was assuming the question was at ,heir present level. 

The witness, MIKE CORE, after having been first 

duly sworn, testified further as follows: 

CROSS EXAMINATION CONTINUED 

MR. RAFF: 

Would a new or an expanded customer be able to or would 

Big Rivers be willing to structure a contract such 

that, during certain periods of time when power is 

available under its LEM contract, that that power would 

then be sold to this customer at, I guess, the existing 

tariff rate for that power or the normal industrial 

power rate and then, to the extent that the customer 

wants power during other time periods when it is not 

available under the LEM or the SEPA, that that portion 

would be under some type of a market rate so that, in 

effect, the customer would have different prices for 

different time periods? Is that what's envisioned 

here? 

I think that's one of the possibilities. I mean, 

whether there would be separate hourly charges, which 
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was an earlier question, or whether those would be 

blended in some way to an overall price if they wanted 

an overall price, yes, I think the answer to your 

question is, yes, as one of the examples of the kinds 

of things that we might do, is taking where we have 

energy available 

something else that's higher price but overall brings 

the cost perhaps down in line with where the tariff is 

now. Until you know what their load characteristics 

are, until you know more about that entity and their 

needs, then that's where we like the idea of sitting 

down and trying to blend some things because we don't 

want to sit on this excess. We just want to use it 

wisely, and, to the extent we can look a member in the 

eye and say, IIWe've done everything we can to this 

point and now we need to do a rate increase," then I 

think we're all right, but, for us to say, IIWell, we've 

got another customer. We just added some power. We're 

going to raise the rates," without trying to do 

everything we can to mitigate that through better 

management is what we're trying to avoid here. 

n those hours and blending it with 

CHAIRWOMAN HELTON: 

Mr. Core, the term in the tariff that says I1lowest 

reasonable costll - it may not be in the tariff but 

it was in the discussion - Illowest reasonable 
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cost" and that's to be passed on to each 

individual customer, do I assume that that term 

precludes you from withholding excess capacity in 

your system and purchasing through purchased power 

for that customer? 

Well, I think we want to be competitive, so we're going 

to have to use some of the value that we have there. 

You know, if we sit there and hold it back and our 

members are saying, "Wait a minute. We're not getting 

the load growth because, you know, you're sitting on 

this power," I don't think that's at all what we want 

to do. 

The fact of the matter is we may have a customer of six 

megawatts come along next week, and, after looking at 

everything, we may negotiate something that's pretty 

much along the tariff here, especially if that customer 

says, IILook, I m willing to sign a ten year contract.I1 

Well, that's a different situation than a customer who 

comes in and says, ''I1, going to take your tariff and, 

in two years or whenever, if things change, sayonara." 

So it gives us the opportunity to plan and mix that in. 

If its a high load factor customer, we know what we can 

do with that versus a low load factor customer. I 

think what we're trying to do for the benefit of our 

member systems is manage this portfolio to its fullest 

We want to try to find the best mix and match. 
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value and utilizing that power as best we can. We know 

there's going to be growth. We know, at some point in 

time, we're going to have to go out there and obtain 

some additional power in some fashion, keeping in mind, 

in 2010 and 2011, we still have this next 200 megawatt 

block coming in which is going to be incredibly 

valuable at that time. 

MR. GAINES: 

A point of clarification, and this is Jack Gaines, Big 

Rivers' preference is to do precisely what Mike was 

just talking about and that is enter into and negotiate 

special contracts with customers to blend its own 

resource and perhaps market purchases, as the case may 

be, to provide the best utilization of Big Rivers' 

resources along with managing its risk and protecting 

prices and protecting the existing customers, but, just 

so everybody knows how Rate Schedule 10 has been 

structured so that there's no confusion and just to 

back up just a moment, under status quo, Big Rivers can 

manage its portfolio to meet load requirements. 

However, it only has, within its tariff structure, one 

set of tariffs through which it can bill the customer 

and derive revenues, and, if a customer comes to Big 

Rivers and says they want so many megawatts of firm 

service, then Rate Schedule 7 is the rate that they 
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would be provided that service under, if they simply 

did not want to negotiate and Big Rivers would then be 

faced with finding the resource mix necessary to render 

that service and then the costs, if they were 

different, would be rolled into the average and 

eventually that would affect Big Rivers' cost of 

service, and we're concerned that that would 

necessitate a sooner, rather than later, rate case. 

What Rate Schedule 10 does is it - well, two things 

happen. First, as you know, we propose to freeze Rate 

Schedule 7 so that that's not available, and then Rate 

Schedule 10 has really two scenarios. One is a default 

scenario in which, if the customer is not interested in 

negotiating a special contract with Big Rivers, which I 

think in most instances would be Big Rivers' 

preference, then Big Rivers would secure power through 

a third-party supplier, and, in that situation, all of 

the customer's energy requirements would come from a 

third-party supplier. So it would involve no mixing of 

resources, no mixing of off-peak energy that's 

available, but it would be the fall back or default 

position under Rate Schedule 10. Again, I think the 

main emphasis of Rate Schedule 10 is to provide Big 

Rivers with the scenario it needs to bring customers in 

under special contract to take advantage of all of its 
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resource options and to manage its risk, but I just 

wanted to clarify how Rate Schedule 10 was structured 

and why it was structured that way. 

Was any consideration given to wording Rate Schedule 10 

such that the rate to be charged to the new or expanded 

load would be the greater of the market rate or Big 

Rivers' existing Schedule 7 rate? 

Q. 

MR. GAINES: 

Q. 

A.. 

Well, we considered a lot of things and that may well 

have been one of them as part of general discussions. 

I guess my reaction to that is that we felt like that a 

rate of that nature would meet with less - the 

Commission would be less receptive to that than what we 

proposed. Now, that may be a bad presumption, but I 

think that that would - that's my reaction to that. 

Well, the basis for my question is whether existing 

industrial customers might view this tariff as being 

unfair to them in the sense that, had they been given 

the option to buy different quantities of power at 

different times, you know, they might be similarly 

willing to do that as a new customer would, and they 

may think that there's some significant price advantage 

to doing that. 

This is Mike Core. Let me respond to that if I can. 

Number one, I think a general observation, by their 
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lack of intervention, indicates they didn't have a 

problem with that. Number two, along with our member 

systems, any industrial customer that has a concern we 

would want to sit down and talk to them about their 

growth potential, their cost potential, and certainly 

work with them as we would with any new customer and 

saying, llIs there something we can do here?" because it 

can be argued that this extension or expansion, let's 

say it's a ten megawatt expansion, could be handled 

separately. You know, under the new contract, they 

would have that opportunity. To the extent that it 

fits their load to make changes to their current 

contract, in other words, the only thing I can think of 

is if they had some interruptibility or something like 

that that they didn't have before, Big Rivers is 

willing to work with them through the member systems 

towards that, too, because we know, you know, just 

intuitively that an interruptible load is a good load 

for Big Rivers to work with, because it could 

ultimately free up some additional critical megawatts 

on peak. 

working with an existing customer on those kinds of 

things as well, but I think that Big Rivers' current 

tariff is important to the existing customers and 

that's why they probably didn't - I can't speak for 

So I think we would have an interest in 
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them, but, you know, I was quite surprised they didn't 

even come in and seem to want to monitor this or 

anything, but I think it speaks volumes about how they 

feel what that current rate is. Again, that's a 

significant change from two or three years ago when 

people thought, ''Well, $28  dollars,I1 if it's a 100 

percent load factor customer, Ilyou know, we want to try 

to do better." I think they have looked at this 

wholesale market, and they know what's going on out 

there. A different driver is in place on costs today 

than it was three or four years ago. Even if you own 

generating plants, you are going to want to get the 

best value you can, whether you're a cooperative for 

your members or whether you're an IOU for your 

stockholders, and, you know, the market is being driver 

by a five letter word, llgreed,ll for lack of a better 

term, I mean, but that's the nature of markets, and 

they seek . . . 
MR. GAINES: 

I'm going to add a four letter word, ''fear.'' 

A. Fear, yeah, greed and fear, and we see things in 

pricing, and we see marketers who boldly, three or foul 

years ago, went out and boldly said, ''This is where 

it's going, and this is what we're going to do," who 

today take incredible care of not taking on the risk oj 
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the market because they've been bitten by it. The last 

two summers have been real educations for people in 

this business, a big education for Big Rivers, and one 

of the things that's driving this particular tariff is 

to say, I1How do we manage under this new world of a 

market driven cost?" I mean, you know, the old item o 

cost on the wholesale level is out the window. I mean, 

the other night, there was some power available for 

five dollars on New Year's Eve because everybody had 

their generation up and running and there wasn't any 

load, and you've got to have load if you've got 

generation, and there were people dumping it for five 

dollars just so they could keep it on a few hours, 

cover the Y2K, and close it. So, at nighttime, you've 

got a different price. In the daytime, you've got a 

different price, the summertime a different price, 

firm, nonfirm, and all of this kind of blends into a 

whole new world and what we're trying to do is operate 

because we don't have the generation any more. We have 

these valuable power supply contracts that we're trying 

to manage through this. So I think the existing 

customers understand what we're trying to do, and I 

think it also shows a trust in their relationship with 

the member systems and, through the member systems, a 

trust in the relationship with Big Rivers. We've 

63 

CONNIE SEWELL 
COURT REPORTER 

1705 SOUTH BENSON ROAD 
FRANKFORT, KENTUCKY 40601 

(502) 875-4272 


	Definitions
	1 1 Definitions
	1.2 Interpretation


	Term
	2.1 General
	2.2 Commencement of Deliveries
	2.3 Conditions
	2.3.1 Credit Suppofi
	2.3.2 Other Approvals


	of Capacity and Energy
	3.1 Quantity

	Delivery Obligations
	4.1 General
	4.2.1 Scheduling Floating Price Quantities
	4.2.2 Scheduling Hourly Energy
	4.2.3 Scheduling Purchases
	4.2.4 Scheduling Delivery Points

	4.3 Deviations from Prescheduled Quantity
	4.4 Big Rivers Transmission Unavailability
	4.5 Recording Telephonic Conversations
	4.6 Title and Risk of LOSS
	4.7 Metering

	5 Price
	5.1 General
	5.5 Incentive Fee

	6 Billing and Payment
	6.1 Billing Statements
	6.2 Payments
	6.3 Audit Rights
	200
	--
	Item


	Appearances

