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A statement of the reason the adjustment IS required.

807 KAR 5:001 Section 10(1)(@)!

Sponsoring Witness(es)
C. William Blackbum

1

1

2

1 calendar year, are on file with the

3(1).

A statement that the utility’s annual reports. including the annual report for the most recent
Commission in accordance with 807 KAR 5:006. Section

807 KAR 5:001 Section 10(1)a)2

C. William Blackbumn

4. a certified copy of the wility's articles of Tncarporation and all

]

amendments thereto or all out-of-state
1 incorporation and amendments have already been filed with the co

If the utility is incorporate
documents of similar import. If the utility's articles of

mmission {na prior

proceeding, the application may state this fact making reference to the style and case number

807 KAR 5:001 Section 10(1)(2)3

C. William Blackburn

of the prior proceeding.
If the utility is a limited partnership, a certified copy of the Timited partnership agreement and

all amendments thereto or all out-of-state documents of similar import. If the utility’s limited
parinership agreement and amendments have already been filed it the commission in a
prior proceeding, the application may state this fact making reference to the style and case

807 KAR 5:001 Section 10(1)(a)4

C. William Blackburn

number of the prigr proceeding.
If the utility is incorporated or a is a limited partnership, a certificate of good standing or
certificate of authorization dated within sixty (60) days of the date the application is. filed.

807 KAR 5:001 Section 10(1)%2)5

C. William Blackbum

A certified copy of a certificate of assumed name as requared by KRS 3 65.0135 or a statement

807 KAR 5:001 Section 10(1)(a)6

C. William Blackburn

that such a certificate is not necessary.

The proposed tariff in a form which complies with 807 KAR 5:011 with an effective date not

807 KAR 5:001 Section 10(1)(a)7

David A. Spainhoward

less than thirty (30) days from the date the application is filed.

The wtility’s proposed tariff changes, dentified in compliance with 807 KAR 5:011, shown
either by:

(aj Providing the present and proposed tariffs in comparati
side: or,

(b) Providing a copy of the present tariff indicating prop
underscoring and striking over proposed deletions.

ve form on the same sheet side by

osed additions by italicized inserts or

807 KAR 5:001 Section 10(1)(2)8

David A. Spainhoward

A statement that customer notice Tias been given in compliance “vith subsections (3) and (4) of

this section with a copy of the notice.

807 KAR 5:001 Section 10(1)(a)9

David A. Spainhoward

10

Notice of Intent. Utilines with gross annual revenues greater than §1 ,000,000 shall file with
the commission a written notice of intent to file a rate application at least four (4) weeks prior
to filing their application. The notice of intent shall state \whether the rate application shall

pe supported by a Justarical test period or a fully forecasted test period. This notice shall be

807 KAR 5:001 Section 10(2)

served upon the Attorney General, Utility Intervention and Rate Division.

L

David A. Spainhoward

L
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11

Form of notice to customers. Every utility filing an application pursuant to tis section shall
notify all affected customers in the manner prescribed herein. The notice shall include the
following information:

(aj The amount of the change requested in both dollar amounts and percentage change for
each customer classification to which the proposed rate change will apply;

(b) The present rates and the proposed rates for each customer class to which the proposed
rates would apply;

(c) Electric, gas, water and sewer utilities shall include the effect upon the average bill for
each customer class to which the proposed rate change will apply;

(d) Local exchange companies shall include the effect upon the average bill for each customer
class for the proposed rate change in basic local service;

(e) A statement that the rates contained in this notice are the rates proposed by (name of
utility); however, the Public Service Commission may order rates to be charged that differ
from the proposed rates contained in this notice;

() A statement that any corporation, association, or person with a substantial interest in the m

(g) A statement that any person who has been granted intervention by the commission may obtd
(1) A statement that any person may examine the rate application and any other filings made b
(i) The commission may grant a utility with annual gross revenues greater than 51 000,000, up

807 KAR 5:001 Section 10(3)

David A. Spainhoward

12

Manner of notification. Sewer utilities shall give the required typewritten notice by mail to all
of their customers pursuant to KRS 278.183.

807 KAR 5:001 Section 10(4)(a)

David A. Spainhoward

13

Manner of notification. Applicants with twenty (20} or fewer customers affected by the
proposed general rate adjustment shall mail the required typewritten notice to each customer
no later than the date the application is filed with the commission.

14

807 KAR 5:001 Section 10(4)(b)

David A. Spainhoward

Manner of notification. Except for sewer utilities, applicants with more than twenty (20)
customers affected by the proposed general rate adjustment shall give the required notice by
one (1) of the following methods:

1. A typewritten notice mailed to all customers no iater than the date the application is filed
with the commission:

2. Publishing the notice in a trade publication or newsletter which is mailed to all customers
no later than the date on which the application is filed with the commission; or

3. Publishing the notice once a week for three (3) consecutive weeks in a prominent manner in
a newspaper of general circulation in the wtility's service area, the first publication to be made
within seven (7) days of the filing of the application with the commission.

807 KAR 5:001 Section 10(4)(c)

David A. Spainhoward

15

Manner of notification. If the notice is published, an affidavit from the publisher verifying the
notice was published, including the dates of the publication with an attached copy of the
published notice, shall be filed with the commission na later than forty-five (45) days of the

filed date of the application.

807 KAR 5:001 Section 10(4)(d)

David A. Spainhoward
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16

Manner of notification. If the notice is mailed, a written statement signed by the utility’s chief
officer in charge of Kentucky operations verifying the notice was mailed shall be filed with the
commission no later than thirty (30) days of the filed date of the application.

807 KAR 5:001 Section 10(4)(e)

Mark A. Bailey

17

Manner of notification. All utilities, in addition to the above notification, shall post a sample
copy of the required notification at their place of business no later than the date on which the
application is filed which shall remain posted until the commission has finally determined the
utility's rates.

807 KAR 5:001 Section 10(4)(f)

David A. Spainhoward

18

A complete description and quantified explanation for all proposed adjustments, with proper
support for any proposed changes in price or activity levels, and any other factors which may
affect the adjustment,

807 KAR 5:001 Section 10(6)(2)

C. William Blackburn

19

If the wtility has gross annual revenues greater than $1,000.000, the prepared testimony of
each witness the utility proposes to use to support its application.

807 KAR 5:001 Section 10(6)(b)

David A. Spainhoward

20

If the utility has gross annual revenues less than $1,000.000, the prepared testimony of each
witness the utility proposes to use to support its application or a statement that the wtility does
not plan to submit any prepared testimony.

807 KAR 5:001 Section 10(6)(c)

David A. Spainhoward

21

A statement estimating the effect that the new rates will have upon the revenues of the utility
including, at minimum, the total amount of revenues resulting from the increase or decrease
and the percentage of the increase or decrease.

807 KAR 5:001 Section 10(6)(d)

William Steven Seelye

22

If the utility provides electric, gas. water, or sewer service the effect upon the average bill for
each customer classification to which the praposed rate change will apply.

807 KAR 5:001 Section 10(6)(e)

William Steven Seelye

23

If the utility is a local exchange company, the effect upon the average bill for each customer
class for the proposed rate change in basic local service.

807 KAR 5:001 Section 10(6)(f)

C. William Blackburn

24

An analysis of customers” bills in such detail that revenues, from the present and proposed
rates can be readily determined for each customer class.

807 KAR 5:001 Section 10(6)(g)

C. William Blackburn

25

A summary of the utility’s determination of its revenue requirements based on return on net
investment rate base, return on capitalization, interest coverage, debt service coverage, or
operating ratio, with supporting schedules.

807 KAR 5:001 Section 10(6)(h)

C. William Blackburn

26

A reconciliation of the rate base and capital used to determine its revenue requirement.

807 KAR 5:001 Section 10(6)(i)

C. William Blackburn

27

A current chart of accounts if more detailed that the Uniform System of Accounts prescribed
by the commission.

807 KAR 5:001 Section 10(6)(j)

C. William Blackburn

28

The independent auditor's annual opinion report, with any written communication from the
independent auditor to the utility which indicates the existence of a material weakness in the
utility’s internal controls.

807 KAR 5:001 Section 10(6)(k)

C. William Blackbum

29

The most recent Federal Energy Regulatory Commission or Federal Communication
Commission audit reports.

807 KAR 5:001 Section 10(6)()

C. William Blackburn

30

The most recent Federal Energy Regulatory Commission Form [ (electric), Federal Energy
Regulatory Commission Form 2 (gas), or Automated Reporting Management Information
System Report (telephone) and Public Service Commission Form T (telephone);

807 KAR 5:001 Section 10(6)(m)

C. William Blackburn

31

A summary of the utility's latest depreciation study with scheduies by major plant accounts,
except that telecommunications utilities that have adopted the commission’s average
depreciation rates shall provide a schedule that identifies the current and test period
depreciation rates used by major plant accounts. If the required information has been filed in
another commission case a reference to that case's number and style will be sufficient.

807 KAR 5:001 Section 10(6)(n)

C. William Blackburn
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32

A list of all commercially available or in-house developed computer software, programs, and
models used in the development of the schedules and work papers associated with the filing of
the utility's application. This list shall include each software, program, or model; what the
software, program, or model was used for; identify the supplier of each software, program, or
model; a brief description of the software, program, or model; the specifications for the
computer hardware and the operating system required to run the program.

807 KAR 5:001 Section 10(6)(0)

C. William Blackburn

33

Prospectuses of the most recent stock or bond offerings.

807 KAR 5:001 Section 10(6)(p)

C. William Blackburmn

34

Annual report to shareholders, or members, and statistical supplements covering the two (2)
most recent years from the wility s application filing date.

807 KAR 5:001 Section 10(6)(q)

C. William Blackburn

35

The monthly management reports providing financial results of operations for the twelve (12)
months in the test period.

807 KAR 5:001 Section 10(6)(r)

C. William Blackburn

36

Securities and Exchange Commission's annual report for the most recent two (2) years.
Form 10-Ks and any Form 8-Ks issued within the past fwo (2) years, and Form 10-Qs issued
during the past six (6) quarters updated as current information becomes available.

807 KAR 5:001 Section 10(6)(s)

C. William Blackburn

37

1f the uility had any amounts charged or allocated to it by an affiliate or general or home
office or paid any monies to an affiliate or general or home office during the test period or
during the previous three (3) calendar years, the utility shall file:

1. 4 detailed description of the method and amounts allocated or charged to the utility by the
affiliate or general or home office for each charge allocation or payment;

2. An explanation of how the allocator for the test period was determined; and

3. All facts relied upon, including other regulatory approval, to demonstrate that each amount
- a dyrir fod w a, le:

807 KAR 5:001 Section 10(6)(t)

C. William Blackburn

38

|38

If the wtility provides gas, electric or water utility service and has annual gross revenues
greater than $5,000,000, a cost of service study based on a methodology generally accepted
within the industry and based on current and reliable data from a single time period.

807 KAR 5:001 Section 10(6)(u)

Counsel

39

Local exchange carriers with fewer than 50,000 access lines shall not be required to file cost
of service studies, except as specifically directed by the commission. Local exchange carriers
with more than 50,000 access lines shall file:

1. A jurisdictional separations study consistent with Part 36 of the Federal Communications
Commission’s rules and regulations; and
2. Service specific cost studies to support the pricing of all services that generate annuai
revenue greater than $1,000,000, except local exchange access:

a. Based on current and reliable data from a single time period; and
b. Using generally recognized fully allocated, embedded, or incremental cost principles.

807 KAR 5:001 Section 10(6)(v)

C. William Blackburn

40

Upon good cause shown, a utility may request pro forma adjustments for known and
measturable changes to ensure fair, just and reasonable rates based on the historical test
period. The following information shall be filed with applications requesting pro forma
adjustments or a statement explaining why the required information does not exist and is not
applicable to the utility's application:

(a) A detailed income statement and balance sheet reflecting the impact of all proposed
adjustments;

807 KAR 5:001 Section 10(7)(a)

C. William Blackburn
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41

Upon good cause shown, a utility may request pro forma adjustments for known and
measurable changes to ensure fair, just and reasonable rates based on the historical test
period. The following information shall be filed with applications requesting pro forma
adj sora nt explaining wiy the required information does not exist and is not
applicable to the utility's application:

(b) The most recent capital construction budget containing at least the period of time as
roposed for anv pro forma adiustment for plant additions.

807 KAR 5:001 Section 10(7)(b)

David A. Spainhoward

42

Upon good cause shown, a utility may request pro forma adjustments for known and
measurable changes to ensure fair, just and reasonable rates based on the historical test
periad. The following information shall be filed with applications requesting pro forma
adjt ora 1t explaining why the required information does not exist and is not
applicable to the utility's application:

(c) For each proposed pro forma adjustment reflecting plant additions provide the following
information:

1. The starting date of the construction of each major component of plant;

2. The proposed in-service date:

3. The total estimated cost of construction at completion;

4. The amount contained in construction work in progress at the end of the test perfod:

5. A schedule containing a complete description of actual plant retirements and anticipated
plant retirements related to the pro forma plant additions including the actual or anticipated
date of retirement;

6. The original cost, cost of removal and salvage for each conmponent of plant to be retired
during the period of the proposed pro forma adjustment for plant additions;

7. An explanation of any differences in the amounts contained in the capital construction budg
& The impact on depreciation expense of all proposed pro forma adjustments for plant additio

807 KAR 5:001 Section 10(7)(c)

C. William Blackburn

43

Upon good cause shown, a utility may request pro forma adjustments for known and
measurable changes to ensure fair, just and reasonable rates based on the historical test
period. The following information shall be filed with applications requesting pro forma
adjustments or a statement explaining why the required information does not exist and is not
applicable to the utility’s application:

(d) The operating budget for each period encompassine the pro forma adiustments.

807 KAR 5:001 Section 10(7)(d)

C. William Blackburn

44

3%

Upon good cause shown, a utility may request pro forma adjustments for known and
measurable changes to ensure fair, just and reasonable rates based on the historical test
period. The following information shall be filed with applications requesting pro Jorma
adji sora explaining why the required information does not exist and is not
applicable to the utility’s application:

(e) The number of customers to be added to the test period-end level of customers and the
related revenue requirements impact for all pro forma adjustments with complete details and
supporting work papers.

807 KAR 5:001 Section 10(7)(e)

C. William Blackburn

45

3%

Direct Testimony of Mark A. Bailey

46

Direct Testimony of William Steven Seelye

47

Direct Testimony of C. William Blackburn
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48 2 Direct Testimony of David A. Spainhoward
49 9 Order In Case No. 99-450 dated November 24, 1999, re: Big Rivers Electric Corporation’s
Application for Approval of a Leveraged Lease of Three Generating Unils (First Order)
50 9 Order In Case No. 99-450 dated January 28, 2000, re: Big Rivers Electric Corporation’s
Application for Approval of a Leveraged Lease of Three Generating Units (Second Order)
Order In Case No. 97-204 dated April 30, 1 998, re: The Application of Big Rivers Electric
51 2 Corporation, Louisville Gas and Electric Company, Western Kentucky Energy Corp., and
LG&E Station Two Inc. for Approval of Wholesale Rate Adjustment for Big Rivers Electric
Corporation and for Approval of Transaction
Order In Case No. 98-267 dated July 14, 1998 re: The Application of Big Rivers Electric
52 5 Corporation for Approval of the 1998 Amendments to Station Tivo Contracts between Big
Rivers Electric Corporation and the City of Henderson, Kentucky and the Utility Commisison
of the City of Henderson
53 9 Affidavit of C. William Blackburn submitted on September 25, 2008, in Case No. 2007-00455
- describing the buyout of Phillip Morris Capital Corporation leveraged lease interest
54 2 Selected 1998 Transaction Documents (on CD)
35 2 Seiected RUS Loan Documents (on CD)
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Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 37
Filing Requirement
807 KAR 5:001 Section 10(6)(t)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

If the utility had any amounts charged or allocated to it by an
affiliate or general or home office or paid any monies to an
affiliate or general or home office during the test period or
during the previous three (3) calendar years, the utility shall

file:

1. A detailed description of the method and amounts
allocated or charged to the utility by the affiliate or
general or home office for each charge allocation or
payment;

2. An explanation of how the allocator for the test period
was determined; and

3. All facts relied upon, including other regulatory
approval, to demonstrate that each amount charged,
allocated or paid during the test period was reasonable;

Response:

Big Rivers has one affiliate - Big Rivers Leasing Corp — which was
established in connection with the leveraged lease agreements
which have now been terminated. Big Rivers intends to dissolve
this subsidiary in 2009 subsequent to receiving an order in the
Unwind proceeding. Big Rivers is charged a small amount of direct
expenses from this subsidiary and is not subject to any further
allocation of costs. In 2008, Big Rivers was charged $8,500 in
direct expenses (telephone, labor, office supplies, etc.) by Big
Rivers Leasing Corp.






Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 38
Filing Requirement
807 KAR 5:001 Section 10(6)(u)

Sponsoring Witness: Counsel

Description of Filing Requirement:

If the utility provides gas, electric or water utility service and
has annual gross revenues greater than $5,000,000, a cost of
service study based on a methodology generally accepted
within the industry and based on current and reliable data
from a single time period.

Response:

Big Rivers has requested a waiver of this filing requirement in
the Notice and Application. Also see Direct Testimony of

William Steven Seelye.






Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 39
Filing Requirement
807 KAR 5:001 Section 10(6)(v)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

Local exchange carriers with fewer than 50,000 access lines
shall not be required to file cost of service studies, except as
specifically directed by the commission. Local exchange
carriers with more than 50,000 access lines shall file:

1. A jurisdictional separations study consistent with Part
36 of the Federal Communications Commission's rules
and regulations; and

2. Service specific cost studies to support the pricing of
all services that generate annual revenue greater than

81,000,000, except local exchange access:

a. Based on current and reliable data from a single
time period; and

b. Using generally recognized fully allocated,

embedded, or incremental cost principles.

Response:

Big Rivers is not a local exchange carrier.






Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 40

Filing Requirement
807 KAR 5:001 Section 10(7)(a)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

Upon good cause shown, a utility may request pro forma
adjustments for known and measurable changes to ensure fair,
just and reasonable rates based on the historical test period.
The following information shall be filed with applications
requesting pro forma adjustments or a statement explaining
why the required information does not exist and is not
applicable to the utility's application:

(a) A detailed income statement and balance sheet
reflecting the impact of all proposed adjustments;

Response:

A detailed statement of operations (income statement),
balance sheet and statement of cash flows (direct method, statement
of operations format), reflecting the impact of all proposed
adjustments, are attached hereto. The historical test period is the
12 months ended November 30, 2008. Also, please note that
because Big Rivers’ rate request is based on the cash needs

approach, the statement of cash flows is also included.



Exhibit 40 KAR 5:001 Section 10(7)(a)
Sponsoring Witness: Blackburn
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Big Rivers Electric Corporation
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28

Statement of Cash Flows (Direct format) Historical Period* Difference Schedule 1.XX Proforma
Electric Energy Revenues 213,622,001 (19,330,507) 11,13 194,291,494
income From l.eased Property (Net) 42,105,193 (2,410,574) 1,2 38,694,620
Other Operating Revenue and Income 10,972,208 5,447,0911_ 11 15,519,302
Total Oper. Revenues & Patronage Capital 265,799,402 (16,293,987) 249,505,415
Operating Expense - Production - Excluding Fuel 0 0 6
Operating Expense - Production - Fuel 0 0 0
Operating Expense - Other Power Supply (120,476,897) (3,027,208) 11 (123,504,105)
Operating Expense - Transmission™* (9,256,799) 403,883 8,11 (8,852,816}
Operating Expense - Distribution 0 0 0
Operating Expense - Customer Accounts 0 0 0
Operating Expense - Customer Service & information (732,757) 0 (732,757)
Operating Expense - Sales (611,486) 160,225 7 (451,261)
Operating Expense - Administrative & General (17,6_557,990) 6,949,786 2,7,8,9,10 (10,708,204)
Total Operation Expense (148,735,928) 4,486,786 {144,249,142)
Maintenance Expense - Production 0 0 0
Maintenance Expense - Transmission (3,848,315) 0 (3,848,315)
Maintenance Expense - Distribution 0 0 0
Maintenance Expense - General Plant (232,061) 0 (232,061)
Total Maintenance Expense (4,080,376) 0 (4,080,376)
Depreciation and Amortization Expense 0 0 0
Taxes (2,282,460) 1,240,000 5 (1,042 ,460)
interest on Long-Term Debt (58,294,657) (4,648,034) 4 (62,942,691)
interest Charged to Construction - Credit 0 0 0
Other Interest Expense (8,826) 0 (8,826)
Asset Retirement Obligation 0 0 0
Other Deductions (24,337) 72,916 7 (1,421)
Total Cost of Electric Service (213,476,583) 1,151,667 (212,324,916)
Operating Margins 52,322,819 (15,142,319) 37,180,499
Interest Income 4,630,505 (4,450,070) 12 180,435
Allowance for Funds Used During Construction 0 0 0
Income (Loss) from Equity Investments 0 0 0
Other Non-operating Income (Net) 0 0 0
Generation & Transmission Capital Credits 0 0 0
Other Capital Credits and Patronage Dividends 390,656 (389,250) 6 1,406
Extraordiary ltems 0 0 0
Net Patronage Capital or Margins 57,343,080 (19,981,639) 37,362,341
Capital Expenditures (21,417,957) (978,126) 3 (22,396,083)
Special Funds 92,937 0 92,937
Principal Payments (40,834,358) 873,452 4 (39,960,908)
Leveraged Lease Termination (107,119,580) 107,119,580 6 0
Net Increase/(Decrease in Cash and Cash Equivalents (111,934,978) 87,033,267 (24,901,71 1){

Cash and Cash Equivalents - Beginning of Period

147,496,732

Cash and Cash Equivalents ~- End of Period

35,561,754

* The historical test period is the 12 months ended 11/30/2008.

** O&M expense, excl. Other Power Supply, accrual to
cash adjustments reflected in Transmission Operations.

Summary of Revenue (Decifiency):

Historical Test Period Revenue (Deficiency)

Proforma Adjustments made to Statement of Operations
Proforma Adjustments made only to Balance Sheet
Proforma Adjustments already reflected in Balance Sheet
Total Proforma Adjustments per Statement of Cash Flows
Resulting Proforma Revenue (Deficiency)

(111,934,978)

(26,109,372)
444,164
112,698,475

87,033,267

(24,901,711)
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Big Rivers Electric Corporation
Balance Sheet Historical Period* Difference  Schedule 1.XX Proforma
Assets And Other Debits
Total Utility Plant in Service 1,763,852,827 978,126 Note 2 1,764,830,953
Construction Work in Progress 24,839,128 0 24,939,128
Total Utility Plant 1,788,791,957 978,126 1,789,770,083
Accum. Provision for Depreciation and Amort. 877,406,098 0 877,406,098
Net Utility Plant 911,385,858 978,126 912,363,984
Non-Utility Praperty (Net) 4] 0 0
investments in Subsidiary Companies 0 0 0
Invest. In Assoc. Org. - Patronage Capital 3,384,781 4] 3,384,781
invest. in Assoc. Org. - Other - General Funds 684,993 0 684,993
invest. In Assoc. Org - Other - Nongeneral Funds o] 0 0
Investments in Economic Development Projects 10,000 0 10,000
Other investments 5,334 0 5,334
Special Funds 497,103 0 497,103
Total Other Property and Investments 4,582,211 0 4,682,211
Cash - General Funds 52,229 0 52,229
Cash - Construction Funds - Trustee o] 0 0
Special Deposits 568,779 0 568,779
Temporary Investments 34,939,746 0 34,938,746
Notes Receivable (Net) 0 0 0
Accounts Receivable - Sales of Energy (Net) 16,525,975 (16,293,987) Note 1 231,988
Accounts Receivable - Other (Net) 2,557,736 0 2,557,736
Fuel Stock 0 0 0
Materials and Supplies - Other 685,331 0 685,331
Prepayments 3,831,415 0 3,831,415
Other Current and Accrued Assets 551,014 0 551,014
Total Current and Accrued Assets 59,813,228 (16,293,987} 43,518,238
Unamortized Debt Discount & Exfraor. Prop. {.osses 739,786 0 739,786
Regulatory Assets 0 0 0
Other Deferred Debits 94,253,482 0 94,253,482
Accumulated Deferred Income Taxes 6,332,491 0 6,332,491
Total Assets and Other Debits 1,077,107,054 (15,315,861) 1,061,791,193
Liabilities and Other Credits
Memberships 75 0 75
Patronage Capital 0 0 0
Operating Margins - Prior Years (267,578,826) (26,108,372) Note 1 (293,688,198)
Operating Margin - Gurrent Year 22,879,721 0 22,879,721
Non-Operating Margins 89,445,587 0 99,445,587
Other Margins and Equities 4,444,502 0 4,444,502
Total Margins & Equities (140,808,940) (26,109,372) (166,918,312)
Long-Term Debt - RUS (Net) 867,491,416 873,452 Note 2 868,364,868
L.ong-Term Debt - Other (Net) 170,185,135 0 170,185,135
Total Long-Term Debt 1,037,676,551 873,452 1,038,550,003
Accumulated Operating Provisions and Asset Retirement Obligations 3,498,828 0 3,498,828
Total Other Noncurrent Liabilities 3,498,828 0 3,498,828
Notes Payabie 0 0 0
Accounts Payable 12,699,394 9,371,221 Note 1 and 2 22,070,615
Current Maturiies Long-Term Debt 0 0 0
Taxes Accrued 805,592 [1] 805,592
Interest Accrued 7,872,071 548,838 Note 2 8,420,908
Other Current and Accrued Liabilities 1,765,587 0 1,765,587
Total Current & Accrued Liabilities 23,142,644 9,920,059 33,062,703
Deferred Credits 153,587,971 0 153,597,971
Accumulated Deferred Income Taxes 0 0 0
Total Liabilities and Other Credits 1,077,107,054 {15,315,861) 1,061,791,193
* The historical test period ended 11-30-2008.
Note 1: Proforma Adjustment Post-Closing Entry Debit Credit  Exhibit Seelye-2 key
Margins and Equifies 26,109,372
Accounts Receivable 16,293,987
Accounts Payable 9,815,385
Note 2: Proforma Adjustments made only to Baiance Sheet
Accounts Payable 444,164
Total Utility Plant in Service 978,126 Schedule 1,03
Long-Term Debt 873,452 Schedule 1.04
interest Accrued on Long-Term Debt 548,838 Schedule 1.05
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Big Rivers Electric Corporation

Statement of Operations - $

Electric Energy Revenues

Income From Leased Property (Net)

Other Operating Revenue and Income

Total Oper. Revenues & Patronage Capital
Operating Expense - Production - Excluding Fuel
Operating Expense - Producfion - Fuel
Operating Expense - Other Power Supply
Operating Expense - Transmission

Operating Expense - Distribution

Operating Expense - Customer Accounts
Operating Expense - Customer Service & Information
Operating Expense - Sales

Operating Expense - Administrative & General
Total Operation Expense

Maintenance Expense - Production
Maintenance Expense - Transmission
Maintenance Expense - Distribution
Maintenance Expense - General Plant

Total Maintenance Expense

Depreciation and Amortization Expense

Taxes

Interest on Long-Term Debt

Interest Charged to Construction - Credit

Other Interest Expense

Asset Retirement Obligation

Other Deductions

Total Cost of Electric Service

Operating Margins

Interest Income

Allowance for Funds Used During Construction
Income (Loss) from Equity Investments

Other Non-operating income (Net)

Generation & Transmission Capital Credits
Other Capital Credits and Patronage Dividends
Extraordinary ltems

Net Patronage Capital or Margins

Exhibit 40 KAR 5:001 Section 10(7)(a)

Sponsoring Witness: Blackburn

Page 3 of 3

Historical Period* Difference Schedule 1.XX Proforma
208,542,899 (19,330,507) 11,13 189,212,392
29,507,988 (2,410,574) 1,2 27,097,414
10,157,117 5,447,094 11 15,604,211
248,208,004 (16,293,987) 231,914,018
0 0 0

0 0 0
116,147,238 3,027,208 11 119,174,446
7,458,458 (403,983) 8,11 7,054,475

0 0 0

0 0 0

732,757 0 732,757
611,486 (160,225) 7 451,261
17,657,990 (3,650,207) 2,7,8,9,10 14,007,783
142,607,928 (1,187,207) 141,420,721
0 0 0

3,848,315 0 3,848,315

0 0 0

232,061 0 232,061
4,080,376 0 4,080,376
5,128,247 0 5,128,247
1,119,847 0 1,119,847
75,351,567 (4,881,041) 46 70,470,525
(538,129) 0 (538,129)
8,826 0 8,826

0 0 0
(1,638,549) 1,693,964 6,7 55,016
226,119,713 (4,374,284) 221,745 429
22,088,291 (11,919,703) 10,168,588
13,591,604 (13,411,169) 6,12 180,435
0 0 0

0 0 0

0 0 0

0 0 : 0

791,430 (778,500) 6 12,930

0 0 0
36,471,325 (26,109,372) 10,361,953

* The historical test period is the 12 months ended 11/30/2008.







Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 41
Filing Requirement
807 KAR 5:001 Section 10(7)(b)
Sponsoring Witness: David A. Spainhoward

Description of Filing Requirement:

Upon good cause shown, a utility may request pro forma
adjustments for known and measurable changes to ensure fair,
just and reasonable rates based on the historical test period.
The following information shall be filed with applications
requesting pro forma adjustments or a Statement explaining
why the required information does not exist and is not
applicable to the utility's application:

(b) The most recent capital construction budget

containing at least the period of time as proposed for
any pro forma adjustment for plant additions.

Response:

See the Direct Testimony of David A. Spainhoward,
particularly Exhibit Spainhoward-1.






Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 42
Filing Requirement
807 KAR 5:001 Section 10(7)(c)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

Upon good cause shown, a utility may request pro forma
adjustments for known and measurable changes to ensure fair,
just and reasonable rates based on the historical test period.
The following information shall be filed with applications
requesting pro forma adjustments or a statement explaining
why the required information does not exist and is not
applicable to the utility's application:

(c) For each proposed pro forma adjustment reflecting
plant additions provide the following information:

1. The starting date of the construction of each
major component of plant;

2. The proposed in-service date;

3. The total estimated cost of construction at
completion;

4. The amount contained in construction work in
progress at the end of the test period,

5. A schedule containing a complete description of
actual plant retirements and anticipated plant
retirements related to the pro forma plant additions
including the actual or anticipated date of
retirement,

6. The original cost, cost of removal and salvage
for each component of plant to be retired during
the period of the proposed pro forma adjustment
for plant additions;



Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 42
Filing Requirement
807 KAR 5:001 Section 10(7)(c)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement (continued):

7. An explanation of any differences in the amounts
contained in the capital construction budget and
the amounts of capital construction cost contained
in the pro forma adjustment period; and

8. The impact on depreciation expense of all

proposed pro forma adjustments for plant additions
and retirements,

Response:

See attached.



BIG RIVERS ELECTRIC CORPORATION
Case No. 2009-00040
Filing Requirement 807 KAR 5:001 Section 10(7)(c)

1.

2

3.

See PRO FORMA ADDITIONS Work Paper for the construction starting date of each major component of plant.
See PRO FORMA ADDITIONS Work Paper for the proposed in-service date of major components of plant.
See PRO FORMA ADDITIONS Work Paper for total estimated cost of construction at completion.

See PRO FORMA ADDITIONS Work Paper for the contruction work in progress at the end of the test period, 11/30/08.

. See PRO FORMA RETIREMENTS Work Paper for schedule containing complete description of anticipated plant retirements

related to the pro forma plant additions including the anticipated date of retirement.

. See PRO FORMA RETIREMENTS Work Paper for the original cost, cost of removal and salvage for each component of

plant to be retired during the period of the proposed pro forma adjustment for plant additions.

. The pro forma amount for the 2009 Transmission and A&G budget is $14,331,923, the amount of

the 2008 capital expenditures. The actual 2008 Transmission and A&G construction budget is
$16,436,813, but Big Rivers is requesting only the amount of the 2008 expenditures.

. The impact of depreciation expense for plant additions is $97,855 (Additions Work Paper) and

retirements is $79,545 (Retirements Work Paper) for a total depreciation expense impact of $§177,400.



BIG RIVERS ELECTRIC CORPORATION

Case No. 2008-00040 ltem #1 ltem #2 ltem #3 ftem #4 tem #8
Filing Requirement 807 KAR 5:001 Section 10(7)(c) {Partial)
PRO FORMA ADDITIONS Test Period  Additions
1 Starting In-Service Cost @ cwip Deprec Exp
2 Project Description Date Date Completion 11/30/08 2008
3 Non-ncremental Construction
4 COLEMAN:
5 Capital Valve Replacements Jan-08 Jan-09 10,000 0 165
6 Mar-08 Mar-09 20,000 0 270
7 Conductor license Feb-09 Feb-09 15,000 0 220
8 C3 DCS Sequence of Events Jan-09 Jul-09 65,000 4] 485
9 C3 monitor replacement Jan-09 Jan-09 12,000 0 198
10 C3 DCS power supplies Jan-09 Jan-09 70,000 0 1,144
11 C3 DCS controllers replace Jan-09 Jan-08 65,000 0 1,067
12 Underground naturaf gas fine Jan-09 Jan-09 150,000 0 2,484
13 GREEN: )
14 Capital Valve Replacements Feb-09 Feb-09 25,000 0 370
15 G2 supetvisory turbine controls Mar-09 May-09 35,000 o] 336
16 G2 precipitator field Mar-09 Oct-08 100,000 0 316
17 G1 thickener rake drive Mar-09 Apr-09 50,000 o] 632
18 G2 thickener rake drive Mar-09 Apr-09 50,000 0 632
19 G2 inlet scrubber operator Mar-09 Mar-09 7,000 0 a9
20 G2 fiyash hopper Feb-08 May-08 500,000 0 5516
21 G2 air heater gas outlet exp joints Feb-09 Apr-09 200,000 [ 2,384
22 G2 west superheater spray Feb-09 Apr-09 150,000 0 1,792
23 (52 west superheater spray attmp Feb-09 Feb-09 45,000 0 670
24 G2 turbine packing HP-IP rows Feb-09 May-09 50,000 0 483
25 G2 generator retaining rings Feb-D8 Apr-09 500,000 ] 5,536
26 G2 air heater baskets Feb-09 May-09 495,000 0 5,173
27 G2 reheater tubes Feb-09 May-09 600,000 0 6,265
28 Upgrade CMS Jan-09 Jan-09 75,000 0 1,298
29 Coal hdig control replace Mar-08 Apr-08 100,000 0 1,182
30 Server replace Mar-09 Mar-09 10,000 0 135
31 G2 DA trays Jan-08 Jan-09 25,000 0 407
32 G2 steam coils (4) Jan-08 Jan-08 75,000 0 1,232
33 Cooling tower fan shroud Jan-09 Jan-09 216,000 0 3,289
34 Bottom ash controls-2010 Mar-09 2010 - 16,000 4} 0
35 WILSON:
36 Capital Valve Replacements Feb-09 Feb-09 25,000 0 370
37 Magnetic separater #4 replace Feb-09 Feb-09 52,000 0 780
38 ME panel replace Feb-09 Feb-09 350,000 0 5510
39 Filtrate transfar pumps replace (4) Feb-09 Feb-08 40,000 0 600
40 480V breakers (5) replace Feb-09 Feb-09 90,000 0 1,200
41 Slurry recirc motor replace Mar-08 Mar-09 112,000 0 1,584
42 Discharge pump #4 replace Feb-09 Feb-09 40,000 0 600
43 Wastewater/impoundment pond pump Feb-09 Feb-09 60,000 o] 3900
44 Fiyash biower #1 Feb-08 Feb-08 50,000 0 780
45 Reverse osmosis water trmt sys Feb-09 Feb-09 450,000 0 6,710
46 Cooling tower fan replace (3) Feb-08 Feb-09 200,000 0 2,770
47 FGD pump house replace Feb-09 Feb-09 125,000 0 1,870
48 TR and rapper precipitator control Feb-09 Feb-09 250,000 0 3,940
49 PA fan silencers Feb-09 Feb-09 130,000 0 1,940
50 Engineering Mar-09 100,000 0 0
51 Electrical refurbish (phase 1 of 4) Feb-09 300,000 0 0
82 Misc controls and transmitters Feb-08 Feb-09 10,000 0 150
53 REID/HMPL:
54 H1 CCS field wiring and devices Feb-08 Apr-09 41,230 0 496
85 H1 Temperature reheater tubes Mar-09 Mar-08 714,770 0 9,594
56 Total Non-Incremental Construction 6,871,000 0 83,674
57 incremental Construction-Post CAIR
58 Colerman builer tube metal overlays May-09 Jun-09 250,000 0 2,364
59 Green boiler tube metal overlays Mar-09 May-09 520,000 0 5733
60 HMP&L SCR catalyst Feb-09 Mar-09 61,160 o} 864
61 Green O2 Probes (12) Mar-09 May-09 72,000 0 791
62 Wilson Catalyst Feb-09 Feb-09 260,000 0 4,100
63 Green Air Shroud Actuators Mar-08 May-09 30,000 0 329
64 Total Incremental Construction 1,193,160 0 14,181

€5 TOTAL PRO FORMA ADDITIONS 8,064,160 0 97,855




BIG RIVERS ELECTRIC CORPORATION
Case No. 2008-00040

Filing Requirement 807 KAR 5:001 Section 10(7)(c)

PRO FORMA RETIREMENTS

56

57
58
59
60
61
62

o

85

Project Description
Non-incremental Construction

COLEMAN:
Capital Valve Replacements

Conductor iicense

C3 DCS8 Sequence of Events
C3 monitor replacement

C3 DCS power supplies

C3 DCS controllers replace
Underground natural gas line
GREEN:

Capital Valve Replacements
(52 supervisory turbine controls
G2 precipitator field

G1 thickener rake drive

G2 thickener rake drive

G2 inlet scrubber operator

G2 fiyash hopper

G2 air heater gas outlet exp joints
(G2 west superheater spray

G2 west superheater spray attmp
G2 turbine packing HP-1P rows
(2 generator retaining rings
(32 air heater baskets

G2 reheater tubes

Upgrade CMS

Coal hdlg contro! replace
Server repiace

G2 DA trays

G2 steam coils (4)

Cooling tower fan shroud
Bottom ash controls-2010
WILSON:

Capital Vaive Replacements
Magnetic separater #4 replace
ME panel replace

Filtrate transfer pumps replace (4)
480V breakers (5) replace
Slurry recirc motor replace
Discharge pump #4 replace

Wastewater/impoundment pond pump

Flyash blower #1

Reverse osmosis water trmt sys
Cooling tower fan replace (3)
FGD pump house replace

TR and rapper precipitator control
PA fan silencers

Engineering

Electrical refurbish (phase 1 of 4)
Misc controls and transmitters
REID/HMPL:

H1 CCS field wiring and devices
H1 Temperature reheater tubes

Total Non-incremental Construction

Incremental Construction-Post CAIR

Coleman boiler tube metal overlays

Green boiler tube metal overlays
HMP&L SCR catalyst

Green O2 Probes (12)

Wilson Catalyst

Green Air Shroud Actuators

Total Incrementai Construction

TOTAL PRO FORMA RETIREMENTS

ltem #5

Anticipated Retirement

Capital valves
Capital valves
No retirement
C3 DCS Seguence of Events

"

Underground natural gas line

Capital valves

(52 supervisory turbine controls
G2 precipitator field

G1 thickener rake drive

G2 thickener rake drive

G2 inlet scrubber operator

G2 fiyash hopper

G2 air heater gas outlet exp joints
G2 west superheater spray

G2 west superheater spray attmp
G2 turbine packing HP-IP rows
G2 generator retaining rings
G2 air heater baskets

G2 reheater tubes

No retirement

Coal handling control

Server

G2 DA trays

G2 steam coils (4)

Cooling tower fan shroud
Retirement in 2010

Capital valves

Magnetic separater #4

ME panel

Filtrate transfer pumps (4)

480V breakers (5)

Slurry recirc motor

Discharge pump #4
Wastewater/impoundment pond pump
Flyash blower #1

Reverse osmosis water trmt sys
Cooling tower fan (3)

FGD pump house

TR and rapper precipitator control
PA fan silencers

No retirement

No retirement

No retirement

No retiement
No retirement

None

None

Catalyst

{12) O2 probes
Catalyst
Actators

Anticipated Retirement

Ret Date

Jan-09
Mar-09

Jul-09
Jan-09
Jan-09
Jan-09
Jan-09

Feb-09
May-09
Oct-09
Apr-09
Apr-09
Mar-09
May-09
Apr-08
Apr-09
Feb-09
May-09
Apr-09
May-09
May-09

Apr-09
Mar-09
Jan-09
Jan-09
Jan-09

Feb-09
Feb-09
Feb-08
Feb-09
Feb-089
Mar-09
Feb-09
Feb-09
Feb-09
Feb-09
Feb-09
Feb-09
Feb-09
Feb-08

Jun-08
May-09
Mar-09
May-09
Feb-09
May-08

ltem #6 Item #8
(Partial)
Retirement
Deprec Exp
Amount Removal Salvage 2008
5,000 o] 0 7
10,000 0 0 45
0
41,224 0 o] 434
(Included in 0 0 (Included in
$41,224 0 0 41,224
above) 0 0 above)
22,663 0 0 34
12,500 0 0 38
75,635 0 0 525
417,266 0 0 6,570
71,750 0 0 452
33,381 0 0 212
None 0 0 0
458,993 0 0 3,615
125,180 0 0 748
114,849 0 0 684
18,777 0 0 56
122,652 0 0 850
278,011 0 0 1,536
390,151 0 0 2,910
438,130 o] 0 3,270
0
62,590 0 0 372
3,300 0 0 15
10,432 0 0 16
31,295 o] 0 47
88,309 o] 0 122
12,500 0 o] 38
24,784 0 0 74
185,953 0 0 586
14,203 0 0 42
43,381 0 0 116
53,986 0 0 255
19,281 o] 0 58
20,810 0 0 62
55,947 ¢ 0 176
69,820 0 0 208
93,554 0 0 258
60,252 0 0 180
158,744 0 0 500
62,662 o] 0 186
0
0
0
o
0
3,707,865 0 0 66,531
0 0 0 0
0 0 o 0
894,019 0 0 4,224
243,680 0 0 1,919
1,891,840 ¢] 0 5,859
115,737 0 0 o1
3,145,256 0 0 13,014
6,853,221 0 0 79,545







Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 43
Filing Requirement
807 KAR 5:001 Section 10(7)(d)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

Upon good cause shown, a utility may request pro forma
adjustments for known and measurable changes to ensure fair,
just and reasonable rates based on the historical test period.
The following information shall be filed with applications
requesting pro forma adjustments or a statement explaining
why the required information does not exist and is not
applicable to the utility's application:

(d) The operating budget for each period encompassing

the pro forma adjustments.

Response:

Big Rivers’ 2008 and 2009 operating budgets (statement of
operations or statement of revenues and expenses), with monthly

detail, are attached hereto.
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BIG RIVERS ELECTRIC CORPORATION
STATEMENT OF REVENUES AND EXPENSES

. ELECTRIC ENERGY REVENUES
" INCOME FROM LEASED PROPERTY - NET

OTHER OPERATING REVENUE AND INCOME

. TOTAL OPER REVENUES & PATRONAGE CAPITAL

OPERATION EXPENSE-PRODUCTION-EXCL FUEL
OPERATION EXPENSE-PRODUCTION-FUEL
OPERATION EXPENSE-OTHER POWER SUPPLY

" OPERATION EXPENSE-TRANSMISSION
11,
12.
13.

CONSUMER SERVIGE & INFORMATIONAL EXPENSE
OPERATION EXPENSE-SALES
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL

TOTAL OPERATION EXPENSE

MAINTENANCE EXPENSE-PRODUCTION
MAINTENANCE EXPENSE-TRANSMISSION
MAINTENANCE EXPENSE-GENERAL PLANT

TOTAL MAINTENANCE EXPENSE

DEPRECIATION & AMORTIZATION EXPENSE
TAXES

INTEREST ON LONG-TERM DEBT

INTEREST CHARGED TO CONSTRUCTION-CREDIT
OTHER INTEREST EXPENSE

OTHER DEDUCTIONS

TOTAL COST OF ELECTRIC SERVICE

OPERATING MARGINS

INTEREST INCOME

ALLOWANCE FOR FUNDS USED DURING CONST
OTHER NON-OPERATING INCOME - NET

OTHER CAPITAL CREDITS & PAT DIVIDENDS
EXTRAORDINARY ITEMS

NET PATRONAGE CAPITAL OR MARGINS

2009 BUDGET — MONTHLY TRANSACTIONS

JAN FEB MAR APR MAY JUN JuL AUG SEP ocT NOV DEC YEAR
2008 2008 2009 2009 2008 2009 2009 2009 2009 2009 2009 2008 2008

19,458,556 17,741,401 16,576,237 15,913,980 15,842,370 16,168,008 17,518,585 16,659,376 15,708,721 16,165,101 15,698,968 17,307,819 200,760,120
2,516,592 2,509,740 2,482,525 2,420,710 2,391,049 2,371,295 2,387,861 2,383,687 2,363,120 2,407,754 2,385,481 2,391,384 29,011,188
1,297,740 1,297,125 1,297,275 1,287,740 1,297,125 1,297,674 1,298,438 1,297,674 1,297,674 1,298,289 1,302,674 1,299,670 15,579,099
23,272,888 21,548,266 20,356,037 19,632,430 19,530,544 19,836,975 21,204,865 20,340,737 19,370,515 18,871,144 19,387,143 20,998,873 245,350,417
4] 0 0 0 4] 0 0 0 0 0 0 0 0

0 0 g 0 0 Q o 0 0 0 o o 0
12,772,511 11,099,127 9,659,274 9,132,816 9,284,622 9,683,177 11,593,981 11,332,342 9,630,992 9,679,981 9,367.998 10,034,495 123,271,386
605,526 754,502 647,244 623,842 583,144 619,374 633,033 573,208 622,989 576,297 573,962 614,147 7.427,268
63,448 58,758 81.817 68,222 60715 60,074 69,377 61,820 70,126 61,104 59,108 68,508 783,072
53,457 53,929 157,432 148,929 287,123 149,880 151,268 145,625 151,768 148,457 156,009 148,914 1,752,812
1,271,372 1,176,744 1,608,318 1,462,654 1,328,825 1,029,858 1,830,033 940,686 1,400,724 1,034,361 1,026,379 1,135,555 15,045,650
14,766,314 13,143,058 12,154,086 11,438,583 11,544,529 11,542,383 14,077,693 13,053,691 11,876,599 11,500,227 11,183,456 12,001,619 148,280,188
g o 0 0 s} 0 0 0 o 0 0 ) 0

484,498 440,857 396,799 420,685 398,012 381,043 464,137 380,391 631,267 396,657 386,830 432,309 5,203,485
26,707 15,339 15511 12,993 14,319 25861 12,298 12,477 13,928 10,777 10,522 11,460 181,892
491,205 456,196 412,310 433678 412,331 416,904 476,435 392,568 645,195 407,434 397,352 443,768 5,385,377
471,689 471,808 479,125 480,088 480,324 480,552 481,354 486,017 486,102 489,001 489,135 490,462 5,785,755
92,161 92,161 92,161 92,161 92,161 92,181 92,161 92,161 92,161 92,161 92,161 92,160 1,105,931
6,196,100 6,211,110 6,190,640 4,950,850 5,107,780 4,948,850 5,074,170 5,072,480 4,914,670 5,015,130 4,857,070 4,968,490 63,507,350
(43,800) (47.720) (36,160) (36,2200 (37,030 {40,020) (35,480) (39,480} {40,230) (44,110) 64,210 {67,720) (532,370}
600 600 600 600 600 600 610 610 610 610 810 610 7.260
364,980 342,514 383,373 360,860 354,160 354,790 356,660 353,580 354,640 360,780 355,780 353,470 4,275,697
22,339,059 20,669,825 19,656,135 17,718,680 17,954,855 17,796,200 20,523,603 19,411,847 18,329,747 17,821,233 17,311,354 18,282,860 227,815,198
933,828 878.441 699,802 1,913,750 1,575,689 2,040,775 681,262 929,080 1,040,768 2,048,911 2,075,789 2,716,013 17,535,218
37,329 30,296 38,671 29,283 22,738 28,695 26,370 21,532 24,564 17,804 8,797 5,746 291,825

o Y 0 0 0 0 0 g g ] 0 4] 1]

0 0 0 4] ] 0 0 0 4] 0 0 o 0

0 g 546,753 0 1) 0 4] 0 0 0 o o 546,753

¢} o 0 ] 0 o] 0 4 0 0 o 0 0

971,158 908,737 1,285,328 1,843,033 1,598,427 2,089,470 707,632 950,622 1,065,332 2,067,715 2,084,586 2,721,758 18,373,797

(ID-BGCOMMON\BR_BUD-EXCEL EILES\09-10\BUDGEN\Bud_09_Prep) Printed 12/22/2008
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BIG RIVERS ELECTRIC CORPORATION
TATEMENT OF REVENUES AND EXPENSES

STATEMENT OF REVENUES ARD EALZ288

£LEGTRIC ENERGY REVENUES
INCOME FROM LEASED PROPERTY - NEY

" OTHER OPERATING REVENUE AND INCOME

. TOTAL OPER REVENUES & PATRONAGE CAPITAL

OPERATION EXPENSE-PRODUCTION-EXCL FUEL
OPERATION EXPENSE-FRDDUCT&ON—FUEL

. OPERATION EXPENSE-OTHER POWER SUPPLY

OPERATION EXPENSE-TRANSMISSION

. CONSUMER SERVICE & INFORMATIONAL EXPENSE
12,
13.

OPERATION EXPENSE-SALES
OPERATION EXPENSE—ADM!NISTRATIVE & GENERAL

TOTAL OPERATION EXPENSE
MAINTENANCE EXPENSE—PRODUDT!ON

MAINTENANCE EXFENSE-TRANSMISS!ON
MAINTENANCE EXPENSE-GENERAL PLANT

. TOTAL MAINTENANCE EXPENSE

DEPRECIATION & AMORTIZATION EXPENSE
TAXES

INTERESTON LONG-TERM DEBT

INTEREST CHARGED 1O CONSTRUCTION-CREDIT
OTHER INTEREST EXPENSE

OTHER DEDUCTIONS

TOTAL COST OF ELECTRIC SERVICE
OPERATING MARGINS

INTEREST INCOME

ALLOWANCE FOR EUNDS USED DURING CONST
QTHER NON-OPERATING INCOME - NET

OTHER CAPITAL CREDITS & PAT DIVIDENDS
EXTRAORDINARY ITEMS

NET PATRONAGE CAPVTALOR MARGWS

(ID-M:\BR_‘BUD\OS-O?\BUDGET\Eud_UG_Frep«REV ISED!

2008 BUDGET —~ MONTHLY TRANSACTIONS

JAN FEB MAR APR

2008 2008 2008 2008
5934408 15608203 15352227 15,060,122
250264 2523088 2522068 2,433,883
796,135 800,080 795,520 798,135
0260807  18.929.432  18669.815 18,280,140
0 0 0 0
o o 0 a
sgsogst  8Az3f21 8398504 8,016,090
622,208 717,216 561,269 604,022
67.280 60,922 62,080 87471
50,018 47,705 58,805 51,405
omrdse 1209894 4128572 1,369,821
T1ge0got 10458858 10207230 10,108.309
0 0 0 o
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Big Rivers Electric Corporation
Case No. 2009-00040
Historical Test Period Filing Requirements

EXHIBIT 44
Filing Requirement
807 KAR 5:001 Section 10(7)(e)
Sponsoring Witness: C. William Blackburn

Description of Filing Requirement:

Upon good cause shown, a utility may request pro forma
adjustments for known and measurable changes to ensure fair,
just and reasonable rates based on the historical test period.
The following information shall be filed with applications
requesting pro forma adjustments or a statement explaining
why the required information does not exist and is not
applicable to the utility's application:

(e) The number of customers to be added to the test
period-end level of customers and the related revenue
requirements impact for all pro forma adjustments with
complete details and supporting work papers.

Response:

See Direct Testimony of William Steven Seelye, Exhibit
Seelye-2, Schedule 1.13 and see Direct Testimony of C.

William Blackburn.
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DIRECT TESTIMONY OF
MARK A. BAILEY

INTRODUCTION

Please state your name, business address, and position.

My name is Mark A. Bailey. My business address is 201 Third Street, Henderson,
Kentucky, 42420. 1 am employed by Big Rivers Electric Corporation (“Big Rivers™) as
its President and Chief Executive Officer, a position I have held since October 2008.
Previously, I was employed by Kenergy Corp. as its President and CEO for two years and
prior to that by American Electric Power Company (“AEP”) for nearly 30 years,
beginning as an Electrical Engineer in 1974. A copy of my resume is attached as Exhibit

Bailey-1 to my testimony.

Have you previously testified before this Commission or other regulatory bodies?

Yes, I have testified before this Commission previously, most recently as part of Big
Rivers’ Unwind Transaction in Case No. 2007-00455 regarding the transaction in which
Big Rivers and E.ON U.S., LLC (“E.ON”) proposed unwinding their 1998 Transaction
(the “Unwind Transaction™). In addition, I have testified before state regulatory

commissions in Arkansas, Texas, Louisiana, and Oklahoma.

PURPOSE OF TESTIMONY
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Please summarize the purpose of your testimony in this proceeding.

The purpose of my testimony is to explain Big Rivers’ immediate and urgent need for
emergency interim rate relief, as well as on-going rate relief. Big Rivers must raise

sufficient cash to meet its short-term obligations as they become due or face insolvency.

Big Rivers needs an emergency rate increase of 21.6 percent effective April 1, 2009 to
collect the required cash before it is needed. Any delay in the effective date beyond April
1, 2009 will require an even greater percentage rate increase to collect the same amount
of cash. There is no room for movement in this rate request: every dollar sought is

needed to meet Big Rivers’ very real debt obligations between now and next January.

My testimony begins by introducing the witnesses who will testify for Big Rivers, with a
brief description of the topics each witness will address. I also provide a summary of the
events which have required Big Rivers to file this request for rate relief — from the
unprecedented meltdown in the global financial markets, to the downgrading of the credit
support by Ambac Assurance Corporation (“Ambac™), to Big Rivers’ need to terminate
its leveraged lease with Phillip Morris Capital Corporation (“PMCC”) for $121.7 million
(“PMCC Buyout™), and to an increase in Big Rivers’ annual interest payment on its

pollution control bonds (“PCBs™) of $12.5 million.
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I discuss the various short-term and long-term factors that have created Big Rivers’
current poor cash position. I also describe the risks and contingencies which Big Rivers

will face that require cash reserves to be accumulated beyond January 2010.

Finally, I provide a summary of Big Rivers’ interim and permanent rate requests. I also

describe certain commitments Big Rivers is willing to make in connection with the

issuance of the relief requested in this proceeding.

INTRODUCTION OF WITNESSES AND THEIR TESTIMONY

Mr. Bailey, would you please identify the witnesses that will testify for Big Rivers

and the areas which their testimony will address?

In addition to my testimony, Big Rivers presents the testimony of three witnesses.

1) William Steven Seelye (Exhibit 46). Mr. Seelye, Big Rivers’ outside rate consultant,
discusses the cash-needs approach Big Rivers used to determine its revenue requirements
in this proceeding. In addition to describing Big Rivers’ revenue requirements, Mr.
Seelye provides an overview of Big Rivers’ pro forma adjustments and his support for

the rate relief requested.

2) C. William Blackburn (Exhibit 47). Mr. Blackburn, Big Rivers’ Senior Vice

President Financial & Energy Services & CFO, provides the background of Big Rivers’
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current financial situation in his testimony. Mr. Blackburn offers support for the
immediate need and the amount of the rate relief requested. He also testifies regarding
the future cash contingencies and financial risks that will confront Big Rivers over the

next several years. Mr. Blackburn also supports certain pro forma adjustments.

3) David A. Spainhoward (Exhibit 48). Mr. Spainhoward, Big Rivers’ Senior Vice
President External Relations & Interim Vice President Production, sponsors Big Rivers’
tariffs as part of this testimony. He also supports the incremental environmental
operation and maintenance expenditure pro forma adjustment and the capital expenditure
pro forma adjustment. Mr. Spainhoward also discusses the commitments Big Rivers is

willing to make.

REASONS FOR BIG RIVERS’ NEED FOR A GENERAL RATE INCREASE AND

INTERIM RATE RELIEF

A. Relief Sought

What relief does Big Rivers request in these proceedings?

Big Rivers has an immediate and urgent need to increase its revenue during the
remainder of 2009. Without increasing its cash flows, Big Rivers will not be able to meet
its payment obligations and remain solvent. Big Rivers is proposing that the Commission

increase Big Rivers’ rates on an emergency interim basis starting April 1, 2009. The

Exhibit 45
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proposed rate increase is designed to produce additional annual revenue of $24.9 million,
which is equivalent to a 21.6% increase. Without implementing a rate increase that will
produce $16.6 million ($24.9 million annually starting April 1, 2009) by early January

2010, Big Rivers projects that it will run out of cash and be insolvent.

Are there specific obligations that trigger this immediate and urgent need to

increase cash to meet Big Rivers’ debt service?

Yes. Big Rivers has a promissory note in the amount of $12.4 million to PMCC due on
December 15,2009. Big Rivers has another debt service payment of $15.8 million due to

the United States Rural Utilities Service (“RUS”) due on January 4, 2010.

Does Big Rivers project that it will have enough cash on hand to meet these two

obligations?

No. As of February 3, 2009, Big Rivers had $25.7 million of cash on hand. And at
current rate levels, Big Rivers will not generate sufficient revenues to cover these

requirements, as described in the testimony of Mr. Blackburn.

Is Big Rivers pursuing other alternatives to meeting these cash requirements?

Yes. Foremost among the alternatives Big Rivers is continuing to pursue is the closing of

the Unwind Transaction described to the Commission and presented for its approval in
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Case No. 2007-00455. Should the Unwind Transaction with E.ON close, Big Rivers will
be able to meet its expected short-term and medium-term obligations. If the Unwind
Transaction closes, Big' Rivers will withdraw this application and refund the amounts

collected under any interim rate relief allowed pursuant to this request.

Absent closing of the Unwind Transaction, Big Rivers will pursue other avenues to raise
cash, such as reducing its internal costs and pursuing changes to its RUS agreements to

either permit additional borrowings or to defer debt service.

It is critical to understand that Big Rivers needs a combination of cost-cutting and the
requested rate increase to remain solvent. Without a combination of emergency interim
rate relief and deferred or eliminated expenditures, Big Rivers will run out of cash and

have no borrowing recourse on January 4, 2010.

Why haven’t you put more pressure on your creditors to lend you additional funds

before asking for a rate increase?

First, Big Rivers’ leverage with its creditors is minimal given its weak financial position,
particularly in this unpredictable financial market. Second, Big Rivers’ creditors
continue focusing on the Unwind Transaction. It is unlikely our creditors will turn their
attention to alternatives while the Unwind Transaction is still viable. Third, as I discuss

later, Big Rivers is structurally limited in its ability to borrow additional money.
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Apart from the need to raise cash to meet the two known short-term obligations you

mentioned, does Big Rivers otherwise need to increase its rates?

Yes. Big Rivers also has an ongoing need to increase rates beyond these two short-term
obligations in December 2009 and January 2010. Even after those obligations are met
Big Rivers still needs a general increase in its rates to cover its projected ongoing cash

requirements.

Has Big Rivers determined its future cash requirements in connection with this

request?

Yes. As part of this filing, Mr. Seelye (Exhibit 46) presents a calculation of Big Rivers’
test-year cash requirements. This calculation uses an historical test period of the twelve
months ended November 30, 2008, adjusted for known and measurable pro forma
changes. The analysis shows that Big Rivers has an ongoing need to increase test-year

revenues by $24.9 million to cover its cash requirements.

Are there any other factors which support a long-term general increase in rates in

the amount requested?

Yes. Big Rivers’ New RUS Note annual debt service will ramp up from $82.5 million in
2009 to $98.6 million in 2012. Without the proposed general increase in revenue, Big

Rivers will be unable to meet this $16.1 million annual increase in its obligations in 2012.
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What are the consequences of not obtaining emergency rate relief beginning April 1,

2009?

Although Big Rivers has an ongoing need to increase its rates, the immediate need is to
ensure Big Rivers has sufficient cash to allow it to make the upcoming payments to
PMCC and RUS. Irrespective of what its rates need to be on a going-forward basis — that
is, after January 2010 — Big Rivers’ rates will need to be increased by at least 21.6% from
April 1, 2009, through November 30, 2009, if Big Rivers is to be in a position to make
these payments. Therefore, we respectfully ask that the Commission allow us to place

the proposed rates into effect starting April 1, 2009.

If there is delay in implementing the emergency rates, then the rate increase necessary
through November 30, 2009 would have to be scaled up to enable Big Rivers to meet the
$12.4 million payment obligation to PMCC on December 15, 2009, the $15.8 million
payment obligation due to the RUS on January 4, 2010, and its normal ongoing operating
expenses. The bottom line is that Big Rivers will need to increase its revenues by
approximately $16.6 million through November 30, 2009 (eight months of the $24.9
million annual increase) if it has any expectation of being able to meet these payment

obligations.

A delay in the April 2009 implementation would merely drive up the percentage increase

in rates that would be necessary to allow Big Rivers to make the upcoming payments to
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PMCC and RUS. If there is a delay in implementing rates on an emergency basis, Big
Rivers will still need $16.6 million in additional revenue through the end of the year, but
there simply will be fewer months in 2009 to collect the $16.6 million to allow Big
Rivers to make the payments to PMCC and RUS. Mr. Seelye shows the effects of delay

graphically in his testimony (Exhibit 46).

Put bluntly, Big Rivers needs its proposed rates to be effective beginning April 1, 2009,
because otherwise the company’s credit or operations will be materially impaired or
damaged, as it will not be collecting sufficient revenue to pay its bills when they become

due.

What are the consequences of Big Rivers’ not paying its bills as they become due?

If Big Rivers defaults on its obligations under the 1998 Transaction, and that transaction
unravels, Big Rivers would achieve the worst of both worlds by losing the benefits of the
1998 Transactions, if not all of its assets, without receiving the benefits of the Unwind
Transaction, including the roughly $756 million that E.ON has offered to contribute to

Big Rivers in the Unwind Transaction.

B. The Need for Interim Rate Relief

Doesn’t Big Rivers’ request for interim rate relief run contrary to the findings of the

Commission in its December 23, 2008 order in an East Kentucky Power case, Case

Exhibit 45
Page 11 of 25



10

11

13

14

15

16

17

18

19

20

21

22

No. 2008-00436, regarding the circumstances under which a well-managed

cooperative should seek interim rate relief?

Not at all. Ibelieve Big Rivers’ request for interim rate relief is entirely consistent with
the Commission’s position in that order. In the order to which you refer, the Commission
referenced a prior case in which it had granted interim rate relief and stated that: “Asa
general matter, prudently managed utilities will not willingly place themselves in a
position where interim rate relief during the suspension period is necessary to avoid a

material impairment of the utility’s credit or operations.”

I certainly agree with this concept. Big Rivers is seeking interim rate relief not because
of any action it willingly took or failed to take, but because the downgrade of Ambac’s
financial rating as a result of an unprecedented crisis in the financial markets created
overwhelming risks for Big Rivers that had to be resolved. It is a credit to the
management that preceded me that Big Rivers, with no ability to borrow, was in a
position to eliminate its exposure to the tremendous risks that crisis created for Big

Rivers.

What does Big Rivers hope to accomplish with this rate request?

Big Rivers’ primary goal is to avoid the certainty that it will be unable to pay its bills
when due over the next year unless it receives an infusion of cash. To accomplish this

goal, Big Rivers must obtain interim rate relief effective April 1, 2009.
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Second, this rate relief would allow Big Rivers to buy time to close the Unwind
Transaction, which would solve the problems discussed in this case but avoid passing a
point of no return from a solvency standpoint if the Unwind Transaction does not close.
Big Rivers cannot delay rate relief and still achieve its primary mission of remaining

solvent.

Is there something that has happened in the Unwind Transaction that has affected
your confidence that the Unwind Transaction will close, and precipitated a request

for rate relief that is only required if it does not close?

No. This is simply a matter of timing. In my view, it would be extraordinarily imprudent
to bet Big Rivers’ future existence on the closing of the Unwind Transaction, when there
are so many reasons the Unwind Transaction may not close that are out of Big Rivers’
control. It is not inconsistent to say that I am as confident now as [ was during the

hearing in the Unwind Transaction proceeding that the Unwind Transaction will close.
C. Background to the Current Urgency for Interim Relief

How is it that Big Rivers now finds itself in the position of needing an immediate

infusion of cash?
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This issue is addressed in detail in the testimony of Mr. Blackburn, in which he discusses
Big Rivers’ financial history from 1998 to today. In short, however, Big Rivers’ present
financial position is a product of the current meltdown in the financial markets. The

meltdown created uncertainty that was particularly destabilizing to Big Rivers given Big

Rivers’ financial structure and the commitments Big Rivers had undertaken in the past.

Why didn’t Big Rivers ask the Commission for rate relief before now?

Quite simply, we were concentrating all of our efforts on getting the Unwind Transaction
approved through the hearing in the Unwind Transaction proceeding on December 2 and
3,2008. We also monitored the potential closing date for the Unwind Transaction to see
if that might occur before this rate request filing was absolutely required. We have
recognized since prior to the PMCC Buyout that a rate increase would be required if the
Unwind Transaction was delayed or unsuccessful. I frankly discussed the potential need
for a rate increase during my testimony in the Unwind proceeding, and we turned our
attention to preparing a rate request immediately after the hearing in the Unwind
proceeding. Big Rivers filed notice on February 2, 2009, and Big Rivers’ Board of

Directors authorized us to file for rate relief on February 20, 2009.

In addition to the turmoil in the financial markets, is there a structural limitation
Big Rivers has faced which has contributed to Big Rivers’ need for interim rate

relief?
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Yes. As Mr. Blackburn discusses, a distinct structural limitation inherent in the 1998
Transaction is a greatly restricted ability of Big Rivers to borrow money. The
overwhelming majority of Big Rivers’ assets are already pledged as security to its
creditors. Moreover, Big Rivers’ financing documents provide for no accommodation of
new lenders and offer no flexibility to grant new lenders a security interest. Because
existing creditors are unwilling to lend Big Rivers additional money given its weak
balance sheet, and new creditors are unwilling to lend it funds from a position
subordinate to the existing creditors, Big Rivers has been unable to obtain significant new

borrowings.

The current uncertainty in financial markets has been particularly damaging to Big Rivers

because of the structural inability to borrow which already existed.

Apart from this structural inability to borrow, why has the recent financial

instability been so damaging to Big Rivers?

Historically, Big Rivers has coped with its inability to borrow new funds by relying on
accumulated cash to meet unforeseen financial needs. As of August 2008, Big Rivers
had approximately $149.4 million in cash and cash equivalents available to it. However,
in June 2008, Ambac Assurance Company, a formerly AAA credit rated insurer acting as
credit support for some of Big Rivers’ financial obligations -- relating to certain
leveraged leases of Big Rivers® generating units dating from 2000 -- had its rating

downgraded by financial rating agencies. This downgrade triggered a cascade of
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financial problems for Big Rivers that culminated in Big Rivers buying out its 2000
leveraged leases with PMCC on September 30, 2008. As a consequence of that buyout,
which is discussed at length by Mr. Blackburn in his testimony, Big Rivers expended
$109.3 million in cash and incurred the $12.4 million promissory note that is now due no
later than December 15, 2009. And as of February 3, 2009, Big Rivers’ cash balance sits

at $25.7 million.

How did the downgrade of Ambac’s credit rating result in the decision to terminate

the PMCC leveraged leases?

The effect of Ambac’s downgrade was to fatally weaken its credit support of Big Rivers’
obligations to PMCC. Because maintaining qualified credit support was a requirement
under the PMCC leveraged leases, the loss of Ambac’s qualification to serve in that role
constituted an event of default by Big Rivers under the terms of that lease. Although Big
Rivers explored a number of alternatives to obtain a replacement for the lost Ambac
credit support, the restrictions on Big Rivers’ ability to borrow under its existing financial
arrangements, combined with Big Rivers’ general financial weakness and the
unprecedented market meltdown, created a situation where Big Rivers could not obtain
replacement credit support. Ultimately, Big Rivers determined that the least risky and
most financially beneficial solution was to terminate the PMCC leveraged leases, which

Big Rivers did effective September 30, 2008.

Could Big Rivers have delayed in resolving the PMCC leveraged lease issues?
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No, not in my opinion. Because of the loss of Ambac as qualified credit support, Big
Rivers was in default if PMCC had enforced its remedies. PMCC had agreed to
temporarily waive enforcement of its remedies, but its tolerance for additional waivers by
the end of September 2008 was thin. PMCC also had stated that it was willing to reduce
its termination value payment by $7.5 million and that it was willing to loan Big Rivers a
variable amount (up to $20.0 million) on a short-term basis provided the termination was
completed in the third quarter. Moreover, it was Big Rivers’ considered opinion that
further delay would serve only to increase the costs of the PMCC termination while
continuing to expose Big Rivers to the very great credit risk of Ambac as well as

American International Group, Inc. (“AIG”).

AIG, which like Ambac was faltering, held a guaranteed investment contract for Big
Rivers, the purpose of which was to reduce the termination value payment owed to
PMCC. Big Rivers had no guarantee that AIG or Ambac would remain solvent, given
the market turmoil. Moreover, the value of the AIG guaranteed investment contract in
late September was close to $24.0 million greater than it had been several months earlier.
Weighing all of these factors, Big Rivers determined that the prudent course of action

was to draw down its cash reserve and buy out PMCC.

How did the pendancy of the Unwind Transaction play into the decision to buy out

PMCC?
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It made the decision easier. If we bought out PMCC and the Unwind closed, E.ON
would contribute $60.9 million toward the cost of the PMCC Buyout. If we
consummated the PMCC Buyout and the Unwind did not close, the risks associated with
doing nothing would be eliminated. As I mentioned, those risks included PMCC calling
a default, or a bankruptcy of Ambac or AIG, any of which would have inevitably resulted

in bankruptcy for Big Rivers.

What was the total cost to Big Rivers of the PMCC Buyout?

On September 30, 2008, Big Rivers paid PMCC approximately $121.7 million, of which

$12.4 million was the loan from PMCC now due on or before December 15, 2009.

You mentioned that another financial impact on Big Rivers of the global financial
meltdown is an increased interest expense on Big Rivers’ pollution control bonds.

Please explain.

In addition to providing credit support for the PMCC leveraged lease, Ambac provided
credit support for some of Big Rivers’ pollution control bonds. As a result of the
downgrading of Ambac, the interest rate on certain of those PCBs rose to 18 percent, the
maximum rate. On an annualized basis, Big Rivers is being required to pay $12.5 million
more in interest than in 2007. Because refinancing the PCBs without a credit rating is

problematic, Big Rivers needs additional revenue to pay this additional obligation.
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D. QOther Factors Supporting the Need for a Rate Increase

You mentioned that Big Rivers has another large obligation due on January 4, 2010.

Please explain.

Big Rivers will owe a cash payment to the RUS of approximately $15.8 million on
January 4, 2010. In addition, from 2009 through 2012, Big Rivers’ obligations to the

RUS will increase up to an additional $16.1 million annually.

Going forward, apart from known cash requirements, is there any other

justification for Big Rivers’ request for increased rates?

Yes. Because of circumstances outside of Big Rivers’ control and related to the
meltdown in global financial markets, Big Rivers’ accumulated cash reserves have been
almost completely depleted by the PMCC Buyout. Yet because of Big Rivers’ practical
inability to borrow under the terms of its existing financing arrangements, Big Rivers’
cash reserves have represented Big Rivers’ primary means of meeting unanticipated risks
and contingencies that could create new financial obligations for Big Rivers. In addition
to needing cash to cover Big Rivers’ debt service, Big Rivers equally needs to rebuild

cash to meet future risks and contingencies.

What sort of risks and contingencies are you referring to with regard to this need to

rebuild cash reserves?
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The risks and contingencies that Big Rivers faces are more fully described in Mr.
Blackburn’s testimony (Exhibit 47). However, the range of risks and contingencies
include things such as (a) new capital expenditures for changes in law under the 1998
Transaction with E.ON, (b) environmental cost exposure under the 1998 Transaction with
E.ON, (c) litigation risk with E.ON over outstanding contractual disputes which
otherwise would be settled by closing of the Unwind Transaction, (d) potential funds in
the event of other contractual claims under the 1998 Transaction documents, (e) potential
litigation with the Smelters concerning their claim for non-contractual service upon the
expiration of their current wholesale sourced contracts with E.ON, (f) any payments
required in association with securing power to meet unanticipated load growth (including
potential for peaking capacity), and (g) requirements to refinance Big Rivers’ pollution
control bonds due to increased interest costs occasioned by deterioration in Ambac’s
creditworthiness. Absent ready cash on hand, any one of these issues could create serious

financial difficulties for Big Rivers.

Have any of these risks and contingencies been reflected in the revenue

requirements in this case?

No. It would be extremely difficult to quantify these risks and contingencies.

Nonetheless, they are very real, and Big Rivers must be prepared financially to meet them.

SUMMARY OF RATE REQUEST
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What is the amount of the revenue increase Big Rivers is requesting?

Big Rivers is requesting a $24.9 million annual revenue increase.

How will this increase affect Big Rivers’ rates?

It constitutes a 21.6% increase in rates. For rural customers, the demand charge increases
to $8.963/kW (from $7.370/kW), and the energy charge increases to $24.811/MWh (from
$20.400/MWh). For large industrial customers, the demand charge increases to
$12.345/kW (from $10.150/kW), and the energy charge increases to $16.680/MWh (from
$13.715/MWh). On a blended basis, the rural rate increases to $44.22/MWh (from
$36.36/MWh), and the large industrial rate increases to $38.57/MWh (from
$31.71/MWh). These revised rates are reflected in Big Rivers’ proposed Tariff (Exhibit

7) and are discussed in Mr. Seeley’s testimony (Exhibit 46).

Has Big Rivers performed a cost of service study to support its rate request?

No. Big Rivers’ rates have been developed on the basis of cash-needs revenue
requirements. Big Rivers has virtually no ability to borrow, but has imminent financial
obligations which developed over a relatively short period that it is required to meet.
Given the urgency, Big Rivers did not have time to develop a cost of service

methodology with its Members, to prepare a cost of service study and to agree with its
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VL.

Members on a rate design. Big Rivers has, however, ensured that the increase will be

flowed through Big Rivers’ Members on a proportional basis.

BIG RIVERS’ COMMITMENTS

Is Big Rivers continuing to pursue other alternatives to mitigate the requested

increase in rates?

Yes. Big Rivers is considering all practical ways to mitigate these rates. Big Rivers’
management is examining all expenses with an eye to reducing internal cash needs. In
doing so, Big Rivers will remain mindful of its duty and commitment to provide reliable

service and will not compromise that obligation.

Is it possible that Big Rivers will not need the total amount of the increase it has

requested?

Yes, but it is unlikely. Interest rates could change or-general financial market conditions
could improve or worsen. In addition, prices in the wholesale power market could either
increase or decrease. As in any rate case filing, Big Rivers will submit updates on

changes that affect its pro forma adjustments and the proposed level of its increase.

[ should note, however, that we are not asking for an increase that will generate enough

cash to meet all of our obligations. It will also be necessary for us to defer or to cut
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expenditures. If circumstances change so that more cash is available, we may simply not
need to defer as many expenditures or defer them as long. It is inconceivable to me that
circumstances would improve so much that we will not need to defer expenditures at all

or will require a smaller rate increase.

Given that Big Rivers’ cash requirements are a major contributing factor to this
requested rate increase, is Big Rivers willing to make any reporting commitments

regarding cash levels as part of this request?

Yes. As explained by Mr. Spainhoward in his testimony, Big Rivers will continue to
meet the reporting requirements ordered by the Commission in Case No. 98-00267.

Those reporting requirements include submission of updated financial models.

Does Big Rivers propose any commitments related to its Integrated Resource Plan

(“IRP”)?

Yes. As discussed by Mr. Spainhoward, Big Rivers proposes to file its IRP by November

2010.

Does Big Rivers believe that the increase it now seeks should remain in effect

indefinitely?
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No. The present request is designed to meet short-term and medium-term needs. On a
longer-term basis Big Rivers believes it is appropriate for it to file another rate case as a
follow up to this proceeding. Big Rivers commits to doing so by no later than July 1,
2011. Filing another general rate case by that date will serve to ensure that Big Riyers is

on an appropriate path to returning to financial stability.

CONCLUSION

Mr. Bailey, what message do you want the Commission to take away from your

testimony?

Big Rivers has an immediate and urgent need for a 21.6% interim rate increase effective
April 1, 2009, to meet its financial obligations as they become due. I will stop short of

saying we are in a crisis, but we desperately need this increase to avert a crisis.

If the effectiveness of the rate increase is delayed until after April 1, 2009, the percent
increase will necessarily need to be greater in order to meet Big Rivers’ obligations in
December 2009 and January 2010. Even with the rate increase requested and an effective
date of April 1, 2009, Big Rivers will not be able to meet its obligations without deferring

or eliminating expenditures.

The revenue requirement in this case does not include amounts for risks and

contingencies Big Rivers needs to be financially prepared to meet in the future. There is
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no room for movement in the amount of rate relief we are requesting; we are requesting

the minimum amount necessary to avoid insolvency in January 2010.

On the positive side, there is little risk in the Commission approving the emergency
interim rate relief. If the Unwind Transaction closes, Big Rivers will refund the full
increase it is authorized to collect in this case. If the Unwind Transaction does not close,

Big Rivers has committed to filing another general rate case by no later than July 1, 2011.

Does this conclude your testimony at this time?

Yes.
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DIRECT TESTIMONY OF
WILLIAM STEVEN SEELYE

INTRODUCTION

Please state your name, address and position.

My name is William Steven Seelye and my business address is The
Prime Group, LLC, 6001 Claymont Village Drive, Suite 8, Crestwood,

Kentucky, 40014.

By whom are you employed?

I am a senior consultant and principal for The Prime Group, LLC, a
firm located in Crestwood, Kentucky, providing consulting and
educational services in the areas of utility marketing, regulatory
analysis, cost of service, rate design and depreciation studies.

On whose behalf are your testifying?

I am testifying on behalf of Big Rivers Electric Corporation (“Big

Rivers”).
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Please describe your educational background and prior work

experience.

I received a Bachelor of Science degree in Mathematics from the
University of Louisville in 1979. I have also completed 54 hours of
graduate level course work in Industrial Engineering and Physics.
From May 1979 until July 1996, I was employed by Louisville Gas and
Electric Company. From May 1979 until December 1990, I held
various positions within the Rate Department of Louisville Gas and
Electric Company. In December 1990, I became Manager of Rates and
Regulatory Analysis. In May 1994, I was given additional

responsibilities in the marketing area and was promoted to Manager of

~ Market Management and Rates. Ileft Louisville Gas and Electric

Company in July 1996 to form The Prime Group, LL.C, with another
former employee of the Company. Since then, we have performed cost
of service studies, developed revenue requirements and designed rates
for well over 130 investor-owned, cooperative and municipal utilities
across North America. A more detailed description of my

qualifications is included in Exhibit Seelye-1.
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Have you ever testified before any state or federal regulatery

commissions?

Yes. I have testified in over 45 regulatory proceedings in 11 different
jurisdictions regarding revenue requirements, cost of service and rate
design. A listing of my testimony in other proceedings is included in

Exhibit Seelye-1.

Have you developed rates for electric cooperatives?

Yes. I have developed rates for a number of generation and
transmission cooperatives (“G&T cooperatives”), including Hoosier
Energy, South Mississippi Electric Power Association, Big Rivers
Electric Corporation, Southern Illinois Power Cooperative, Corn Belt
Power Cooperative, and East Kentucky Power Cooperative, Inc. I have
also supervised the preparation of cost of service studies and the

development of rates for over 130 electric distribution cooperatives.

What is the purpose of your testimony?
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The purpose of my testimony is to sponsor the calculation of Big Rivers’

revenue requirement and to support the proposed rates to its members.

Do you have any exhibits to your testimony?

Yes. I have prepared or supervised the preparation of the following
exhibits to my prepared testimony:
e Exhibit Seelye-1 - Qualifications of William Steven Seelye
e Exhibit Seelye-2 — Determination of Revenue Requirements
e Exhibit Seelye-3 — Reconciliation of Test-Year Billing
Determinants
e [Exhibit Seelye-4 — Analysis of Proposed Rates

Please summarize your testimony.

Big Rivers is proposing an annual increase in revenues of $24.9 million
based on pro forma operating results for the historical test year ended
November 30, 2008, which is equivalent to a 21.6 percent increase
based on pro forma test-year member tariff revenue. Because its cash
reserves have been significantly depleted over the past 12 months, Big
Rivers has an immediate and urgent need to increase rates in order

meet its financial obligations.
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In September 2008, Big Rivers made a cash payment to Philip Morris
Capital Corporation (“PMCC”) of $109.3 million and executed a $12.4
million promissory note to buy out its interest in the leveraged lease.
In addition to increased debt service costs, increased operation and
maintenance expenses, and projected lower margins on non-tariff
wholesale sales, Big Rivers will be required to make two significant

cash payments to creditors near year end 2009.

Specifically, Big Rivers must be in a position to make the $12.4 million
payment to PMCC on December 15, 2009, and another $15.8 million
payment to the United States Rural Utilities Service (‘RUS”) on
January 4, 2010. Because of its practical inability to finance, Big
Rivers will be unable to meet these payment obligations without a
significant increase in revenue. Big Rivers is therefore requesting that
the Commission place the proposed rates into effect on an emergency
interim basis beginning April 1, 2009, in order to enable Big Rivers to
generate enough cash to meet these payment obligations to PMCC and

the RUS and to continue to operate the utility.

Big Rivers' revenue requirement was developed based on an analysis of

its cash needs. Because Big Rivers essentially has no near-term ability
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to finance its cash requirements, its revenues must be adequate to
cover its payment requirements -- which include the payment
obligations to PMCC and RUS and its normal ongoing operating
expenditures. Using the cash needs approach for determining Big
Rivers’ revenue requirement, 13 pro forma adjustments were made to
the cash results for the 12 months ended November 30, 2008. The
level of revenue requirement determined from the analysis reflects the
amount of cash necessary to cover Big Rivers' pro forma cash
requirements, without any additional cash coverage. The resulting
revenue requirement for this proceeding only covers what might be
referred to as Big Rivers’ normal ongoing expenditures. Because the
$12.4 million PMCC promissory note matures December 15, 2009, it
has been excluded from the revenue requirement in this case. Still, the
PMCC promissory note payment is a significant cash need for Big

Rivers.

Big Rivers has both an immediate and on-going need for higher
revenue. Its immediate need is largely driven by the previously
mentioned requirement to pay PMCC and RUS a total of $28.2 million.
The ongoing need to increase Big Rivers’ revenues -- which is reflected
in the determination of Big Rivers' revenue requirement in this

proceeding -- is primarily driven by increases in operating
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II.

expenditures and projected decreases in non-tariff wholesale margins.
Big Rivers is proposing a $24.9 million revenue increase to cover its
ongoing payment obligations, and is asking the Commission to allow it

to place the full increase into effect on April 1, 2009.

The bottom line is that Big Rivers needs a rate increase of 21.6 percent
if it 1s to have any expectation of being in a position to remain solvent
through January 4, 2010. Even with a 21.6 percent increase going into
effect on April 1, 2009, cost cutting and cost deferral measures must

also be implemented.

NEED FOR AN EMERGENCY INTERIM RATE INCREASE

What circumstances created the need for Big Rivers to request

emergency interim rate relief?

The meltdown in the global financial markets has taken a serious toll
on Big Rivers. The crippling of major financial institutions in the U.S.
and abroad have created a cascading effect that ultimately resulted in
a significant reduction in Big Rivers’ cash balances which previously
had permitted the utility to deal with normal cost volatility that it

experienced.
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What specifically triggered the reduction in Big Rivers’ cash balances?

Big Rivers has been seriously and adversely affected by a credit rating
downgrade of Ambac Assurance Corporation (“Ambac”) by Moody's
Investors Service (“Moody's”) which occurred on June 19, 2008. Ambac
was the surety bond provider for Big Rivers' 2000 leveraged lease of its
Green and Wilson generating stations and is the credit enhancer for
two series of pollution control bonds associated with the Wilson
station, the series 1983, $58.8 million variable rate demand bonds, and
series 2001 $83.3 million periodic auction rate securities. Moody’s
downgrade of Ambac triggered an obligation for Big Rivers to either
find satisfactory replacement or make a termination payment to
PMCC within 60 days to avoid a default. No satisfactory alternative to
a buyout was found. On September 30, 2008, Big Rivers paid $109.3
million in cash and executed an 8.5 percent promissory note for $12.4
million to PMCC to buyout its interest in the leveraged lease. As
mentioned earlier, the PMCC promissory note is due no later than
December 15, 2009. The PMCC promissory note, with interest, will

cost Big Rivers $13.7 million from inception through maturity.
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As the creditworthiness of Ambac has fallen, interest rates have
increased from an average of 3.74 percent in 2007, to the maximum
rate of 18 percent on the periodic auction rate securities, while $18.4
million of the variable rate demand bonds that are currently in the
market béar 8 percent, with the balance being held by the standby
bond purchaser (liqﬁidity provider), Dexia Credit Local, at the current
bank rate of 3.25 percent. On an annualized basis, the current rates
result in an incremental cost to Big Rivers of $12.5 million over the

2007 amount.

Primarily because of the leveraged lease buyout and the increased cost
of the pollution control bonds, Big Rivers' cash and cash equivalent
balance has declined from $149.4 million on August 31, 2008, to $25.7
million as of February 3, 2009, a reduction of $123.7 million. The
events that led to the reduction in Big Rivers’ cash balances are

described in detail in Mr. Blackburn’s testimony.

Why is it necessary to implement rates on an emergency interim basis
on April 1, 20097
As already mentioned, Big Rivers has two large payment obligations to

its creditors coming up in December 2009 and January 2010.
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Furthermore, Big Rivers' operating expenditures are projected to
increase and its margins on non-tariff wholesale sales are projected to
decrease due to current conditions in wholesale power markets, which
are not expected to improve anytime soon because of the economic
recession. Big Rivers estimates it will be unable to meet its debt
service obligations beginning the first business day of January 2010
without (i) emergency rate relief, (i) cost deferral measures, and/or (iii)
successfully refinancing or restructuring certain debt obligations. Big
Rivers will need to pursue all these courses of action in order to remain
solvent. It is thus essential that Big Rivers increase its rates as soon
as possible in order to build sufficient cash to meet the $28.2 million
payment obligations to its creditors coming up in December 2009 and

January 2010.

What relief does Big Rivers request in these proceedings?

Without increasing its cash receipts, either through increased rates or
otherwise, Big Rivers will not be able to meet its payment obligations
and remain solvent. Big Rivers is proposing to increase rates on an
emergency basis starting April 1, 2009. The proposed rate increase is
designed to produce additional annual revenue of $24.9 million, which

is equivalent to a 21.6% increase. Without implementing a rate
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increase that will produce at least this amount of revenue, Big Rivers
projects that it will run out of cash by January 2010. Consequently, if
emergency rates are not implemented, Big Rivers risks insolvency by
January 4, 2010, when its $15.8 million New RUS Note quarterly debt

service payment is due.

What are the consequences if Big Rivers does not implement

emergency interim rates beginning April 1, 2009?

It is imperative that Big Rivers build up sufficient cash balances so it
will have the funds to make the upcoming payments to PMCC and
RUS. Irrespective of what its rates need to be on a going-forward
basis - that is, after January 2010 - Big Rivers’ rates will need to be
increased by at least 21.6 percent from April 1, 2009, through
November 30, 2009, if Big Rivers is to be in a position to make these
payments. Because Big Rivers does not receive payment from its
members until approximately the 25t day of the subsequent month,
November 2009 is the last month of service for which Big Rivers’
members can be billed at the higher emergency interim rates to allow
Big Rivers to collect sufficient funds to make the payment that is due
on January 4, 2010, to RUS. If there is delay in implementing

emergency interim rates, then the rate increase necessary through
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November 30, 2009, would need to be scaled up to enable Big Rivers to
meet the $12.4 million payment obligation to PMCC on December 15,
2009 and the $15.8 million payment obligation due to the RUS on
January 4, 2010. The bottom line is that Big Rivers will need to
increase its revenues by approximately $16.6 million through the end
of 2009 ($24.9 million + 12 months x 8 months = $16.6 million) if it has
any expectation of being able to meet these payment obligations. A
delay in the April 2009 implementation would merely drive up the
percentage increase in rates that would be necessary to allow Big
Rivers to make the upcoming payments to PMCC and RUS. If there is
a delay in implementing rates on an emergency basis, Big Rivers will
still need $16.6 million in additional revenue through the end of the
year but there simply will be fewer months in 2009 to collect that same
$16.6 million needed to allow Big Rivers to make the payments to
PMCC and RUS. The following table shows the approximate
percentage rate increase for the remainder of the year assuming

various dates for the implementation of emergency interim rates:
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Implementation Months Approximate
Date for Required Percentage
Emergency Interim to Build Rate Increase
Rates Cash Requirement Required

April 1, 2009 8 21.6%
May 1, 2009 7 24.7%
June 1, 2009 6 28.8%
July 1, 2009 5 34.6%
August 1, 2009 4 43.2%
September 1, 2009 3 57.7%
October 1, 2009 2 86.5%
November 1, 2009 1 172.6%

Does Big Rivers have a need for higher rates after the upcoming

payment obligations to PMCC and RUS are satisfied?

Yes. As will be discussed below, the revenue requirement used to
determine the $24.9 million increase includes pro forma adjustments
for known and measurable items. It is extremely important to
understand, however, that Big Rivers’ proposed revenue requirement
represents cash requirements on a going forward basis and thus does
not include the $13.7 million principal and interest payments, from

inception to maturity, to PMCC.

To deal with its critical need for cash to make the payments to PMCC
and RUS, Big Rivers could have reasonably proposed to implement an

even larger increase on an emergency interim basis. In fact, Big
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Rivers gave careful consideration to doing just that — specifically,
proposing an emergency interim increase of approximately 38.4
percent during months of April through November 2009 and then
reducing the increase back down to the proposed 21.6 percent in
December 2009 to reflect its pro forma or going forward revenue
requirements. In an effort to keep the rate impact to members to a
minimum, however, Big Rivers decided to pursue cost deferrals and
other actions with great diligence in order to limit the emergency
interim rate increase to the level determined through the application
of the pro forma revenue requirement calculation described below. In
other words, Big Rivers cannot meet its additional cash needs through
this revenue increase alone, but must couple the rate increase with

cost cuts, cost deferrals, and other efforts to improve cash flow.

Does Big Rivers anticipate even higher costs in the future?

Yes. After the $28.9 million payment obligations are met, Big Rivers’
cash balances essentially will be depleted, yet Big Rivers must deal
with further potential increases in operating expenses, the continuing
need to make capital expenditures to ensure that reliable service will
continue to be provided, and higher debt service costs. It is also

important to note in this regard that Big Rivers’ revenue requirement
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III.

does not reflect the scheduled ramping up of debt service payment to
RUS. Big Rivers’ New RUS Note does not have level debt service, but
will ramp up from $82.5 million in 2009 to $98.6 million in 2012, a

$16.1 million increase.

REVENUE REQUIREMENT

Please describe how revenue requirements were determined for Big

Rivers.

Big Rivers’ revenue requirements were determined using the cash-
needs approach. With the cash-needs approach, the components of
revenue requirements include operation and maintenance (“O&M”)
expenditures, debt service requirements, taxes, and capital
expenditures not debt-financed. Under the cash-needs approach, a
margin component normally would be included in revenue
requirements to provide additional debt service coverage; but in an
effort to keep the rate increase to a minimum, Big Rivers did not

include a margin component in revenue requirements.

The O&M expenditure component of revenue requirements reflects the

actual test-year expenditures derived from the utility's accounting
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records with adjustments to reflect known and measurable changes to
test-year results. The debt service component of revenue requirements
consists of principal and interest requirements on debt outstanding
during the period when rates go into effect. The tax component of
revenue requirement represents actual test-year amounts adjusted to
reflect known and measurable changes to test-year results,
particularly, the elimination of income taxes (due to termination of the

leveraged lease) paid by Big Rivers during the test year.

The capital expenditure component of revenue requirements consists of
the replacement of existing facilities, normal extensions and
improvements, and major capital improvements and replacements
which are known and measurable. Specifically, the capital
expenditures included in revenue requirements consist of (i) Non-
Incremental Capital Costs, as defined in Big Rivers’ 1998 transaction
(“1998 Transaction”) documents, (ii) Incremental Capital Costs, as
defined in the 1998 Transaction documents, (iii) transmission plant
capital expenditures, and (iv) general plant capital expenditures. For
Non-Incremental Capital Costs the amounts included in pro forma
revenue requirements represent Big Rivers’ share of the Capital

Budget Limits for 2009. For Incremental Capital Costs the amounts
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included in pro forma revenue requirements represent Big Rivers’

share of the amount set forth in the 2009 WKEC revised budget.

For transmission plant capital expenditures and general plant capital
expenditures, the amounts included in pro forma revenue
requirements represent the capital expenditures actually incurred by
Big Rivers during the test year. During the test year, Big Rivers spent
a total of $14.3 million in transmission and general plant capital
expenditures, which compares to $18.1 million included in Big Rivers’
construction and capital budget for 2009. Albeit conservative, Big
Rivers considers the $14.3 million amount for transmission and
general plant expenditure to be reasonable on a going-forward basis.
It should be emphasized that all of these expenditures must be funded

with available cash rather than with debt.

Big Rivers' revenue deficiency is determined as the difference between
its pro forma test-year revenues and pro forma test-year cash revenue

requirements (cash expenditure requirements).

Is the cash-needs approach a standard methodology for determining

utility revenue requirements?
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Yes, the cash-needs approach is a standard methodology for
determining revenue requirements for municipal and cooperative
utilities -~ i.e., not-for-profit utilities. The cash-needs approach is not
normally used for investor-owned utilities, which are organized to earn
a profit on behalf of its owners or equity holders. As far as I know, the
so-called utility approach is universally used to determine revenue
requirements for investor-owned utilities. From my own experience,
virtually all municipal utilities and the majority of the cooperative
utilities with whom I have worked use the cash-needs approach, or
some variation of the cash-needs approach, for determining revenue
requirements. Specifically, utilities that determine revenue
requirements using the cash-needs approach will determine the
magnitude of a rate adjustment by evaluating whether their projected
revenue at current rates will be sufficient to cover cash requirements
for the next two or three years. If revenues are not sufficient then they
will increase rates to a level that will allow their revenues to cover
cash outflows, including O&M expenditures, principal and interest on
debt, expected capital expenditures, plus sufficient margins to ensure
that the utility's cash-based Interest Coverage and/or Debt Service

Coverage will be adequate.
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Please discuss the differences between the cash-needs approach and

the utility approach for determining revenue requirements?

Stated simply, with the cash-needs approach, revenue requirements
represent the amount of cash that the utility needs to operate,
whereas, with the utility approach, revenue requirements represent
the utility's cost of service stated on an accrualbasis. The principal
difference between the two methodologies is that depreciation and
other amortizations are not included in revenue requirements
determined using the cash needs approach but they are included in
revenue requirements determined using the utility approach. Because
depreciation represents a noncash expense (or simply an accrual),
depreciation expenses are not included in revenue requirements using
the cash-needs approach. The cash outflow associated with
depreciation occurs when the related asset is acquired, i.e., when the
capital expenditure is made. Instead of depreciation expenses, capital
expenditures not financed with debt (or through current revenue) and
principal payments on debt are included in revenue requirements
determined using the cash-needs approach. The following table
summarizes the components included in revenue requirements under

the two methodologies:
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Cash Needs Approach

Operations and

Maintenance
Expenditures
Interest Payments

Principal Payments on
Debt
Capital Expenditures

Utility Approach (Accrual)

Operations and
Maintenance Expenses
Interest Accruals
Depreciation Expenses
Tax Accruals

Margins (debt

coverage)

from current revenue

Tax payments
~ Margins (debt

coverage)

Although both methodologies are widely used by electric, gas and
water utilities, perhaps the best discussion describing the differences
between the two methodologies can be found in the American Water
Works Association “AWWA”) Manual M1 titled Water Rates, Fourth

Edition, published in 1991. Particularly, see pages 1-4.

Why is the cash-needs approach appropriate for Big Rivers?

As explained in the testimony of C. William Blackburn, Big Rivers’
cash reserves have been significantly depleted. Furthermore, Big

Rivers has virtually no ability to borrow additional funds to meet its
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cash requirements. A utility can normally increase cash inflows (raise
cash) by either borrowing or increasing revenues. Without the ability
to borrow additional funds, increasing revenues is the only tool
available to Big Rivers to increase cash inflows. Consequently, Big
Rivers must have sufficient revenues to cover its cash requirements. If
cash inflows are insufficient to cover its cash requirements, revenues

must be adjusted to cover the shortfall.

Furthermore, Big Rivers’ current rates have been in place since 1997
and are based upon the 1998 Transaction. These rates were supported
by the statement of cash flows per the financial forecast model filed in
that case. Cash flow is more relevant to Big Rivers, as the company
has no borrowing capability, and because of the significant differences
(for Big Rivers) between the reported amounts for accrual accounting
vs. cash accounting. While standard calculations of TIER and DSC for
Big Rivers may appear robust, insolvency will result just as surely

from a lack of cash.

Did the Commission consider Big Rivers’ cash needs when current

rates were established in Case No. 97-204?
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Yes. The Commission recognized the importance of setting Big Rivers’
rates at a level that would allow it to maintain enough cash to provide
safe and reliable service. In its Order in Case No. 97-204, the
Commission stated that, “From the perspective of Big Rivers and its
major creditors, our decision should not reduce the cash flow reflected
in Big Rivers’ financial models, thus preserving Big Rivers’ ability to
meet its operating expenses and debt service payments.” (Case No. 97-
204, Order dated April 30, 1998, at p.20.) (Exhibit No. 51 to the
Application in this proceeding.) It is my understanding that the
paramount consideration in the evaluation of the adequacy of Big
Rivers’ rate levels in Case No. 97-204 was the analysis of cash flows
from Big Rivers’ financial model. In ordering paragraph 21 of the
Order, the Commission directed Big Rivers to “file a report, appended
to its annual report, comparing the actual cash flows for the calendar
year with the amounts included in the SUP-11 financial model filed in
this proceeding.” (Id., at p. 46.) The Order in Case No. 98-267, which
related the 1998 Amendments to Station Two Contracts, stated that,
“The Commission did not design rates for only the 1996 normalized
test year, as implied in this exhibit [an exhibit submitted by one of the
Smelters -- Commonwealth]. The billing units in [the exhibit] do not
correspond to those included in the Big Rivers’ financial model which

the Commission utilized to develop rates for [the Smelter] and all other
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members of its class for the entire 25-year term of the lease
transaction.” (Case No. 98-267, Order dated July 14, 1998, at p. 11.)

(Exhibit No. 52 to the Application in this proceeding.)

Please describe the pro forma adjustments to Big Rivers’ test-year cash

results.
Certainly. Let’s take them one by one, in numerical order:

Schedule 1.01 — Incremental Environmental O&M

(Sponsored by David A. Spainhoward)

Under the WKEC operating and lease agreement, Big Rivers is
responsible for funding its cost-share for Incremental Environmental
O&M, as defined therein. Through 2010, Big Rivers’ cost-share is 20.0
percent. In 2011, it is 40.26 percent, and it is 33.90 percent thereafter,
through 2023. For the historical period, Big Rivers’ 20.0 percent cost-
share was $600,155. The pro forma year cost of $3,095,168 is based on
WKEC's re{rised 2009 budget reflecting the newly imposed year-round
CAIR, which served to significantly increase annual Incremental
Environmental O&M cost. Accordingly, the pro forma adjustment is to
increase the revenue requirement by $2,495,013. This adjustment is

described in Mr. Spainhoward’s testimony.
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Schedule 1.02 - Eliminate Unwind Cost Share

(Sponsored by C. William Blackburn)

In connection with pursuing the Unwind, Big Rivers has executed
several cost-share agreements with E.ON to fund the ongoing
transaction costs. Generally, Big Rivers has been responsible for
funding 25.0 percent of such costs. During the 12 month historical
period ended November 30, 2008, Big Rivers’ share of such costs was
$4,454,079. Absent the Unwind, Big Rivers will incur no such costs,
and has therefore made a pro forma adjustment to eliminate such

amount, thereby reducing Big Rivers’ revenue requirement.

Schedule 1.03 — Capital Expenditures

(Sponsored by David A. Spainhoward)

Capital expenditures are comprised of four components — Non-
Incremental Capital Costs, Incremental Capital Costs, both as defined '
in the WKEC 1998 Transaction Documents, transmission plant
expenditures, and general plant expenditures. For Non-Incremental
Capital Costs the amounts included in pro forma revenue
requirements represent Big Rivers’ share of the Capital Budget Limits
for 2009. Big Rivers’ Incremental Capital Cost share, bearing the

same percentage noted above for its Incremental Environmental
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Capital cost share, was $378,367 for the historical period, and per
WEKEC’s 2009 revised budget is $1,193,160. For transmission and
A&G capital, Big Rivers proposes no pro forma adjustment, as the
historical test period amount of $14,331,923 is believed to be
representative of an ongoing forward period. Further, although Big
Rivers 2009 budget includes $18,101,213 in capital expenditures for
transmission and A&G, we've proposed no pro forma adjustment. In
summary, total capital expenditures for Big Rivers for the pro forma
period are $22,396,083, while the historical period amount was
$21,417,957. The result is a pro forma adjustment to increase Big
Rivers’ revenue requirement by $978,126. This adjustment is

described in Mr. Spainhoward’s testimony.

Schedule 1.04 — Normalize Debt Service
(Sponsored by C. William Blackburn)

Big Rivers has proposed a pro forma debt service adjustment. For

normalized debt service, Big Rivers used actual/forecast debt service on

the New RUS Note, the RUS ARVP Note, the LEM Settlement Note
and the Green River Coal Obligation for the 12 month period ended
August 31, 2009 (assuming the maximum suspension period such that
the proposed rates would be effective September 1, 2009), while

annualizing the interest rates applicable to the PCBs on February 3,
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2009. The PMCC promissory note debt service has been intentionally
excluded, as was the leveraged lease date of termination cash
payment. The result is normalized debt service of $102,903,597
(862,942,690 interest, $39,960,907 principal). Actual debt service for
the historical period, the 12 months ended November 30, 2008,
including the PMCC Promissory Note, but excluding the net leveraged
lease cash buyout amount of $107,119,580, which is eliminated on
Schgdule 1.06, was $99,129,015 ($58,294,657 interest, $40,834,358
principal). The resulting pro forma adjustment is to increase Big

Rivers’ revenue requirement by $3,774,582.

Schedule 1.05 — Eliminate Income Taxes

(Sponsored by C. William Blackburn)

Big Rivers first failed the 85.0 percent member income test in 1983,
and the IRS approved non-exempt filing status until notified
otherwise. While generating net operating losses (“NOLs”) for many
years, on both a regular tax and alternative minimum tax (“AMT”)
basis, Big Rivers first became subject to the alternative minimum tax
beginning with the year 2000, due to consummating the 2000
leveraged lease transaction. Big Rivers was subject to the AMT each
year since, except for the years 2001 and 2002, when the 90.0 percent

AMT NOL limitation was suspended. Now, as a result of the buyout of
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the leveraged leases in 2008, it is unlikely Big Rivers will pay either
the AMT or the regular tax for tax years beyond 2008. Accordingly,
the AMT paid during 2008 included in the historical period is being
eliminated, serving to reduce Big Rivers’ revenue requirement by

$1,240,000.

Schedule 1.06 —~ Eliminate Leveraged Lease

(Sponsored by C. William Blackburn)

As discussed above, due primarily to the Ambac downgrade, Big Rivers
executed a buyout of the leveraged lease during 2008, resulting in a
net cash payment to the equity participants of $107,119,580 on the
termination date. Further, as a result of CoBank’s lender role in that
transaction, Big Rivers received patronage capital from CoBank --
$389,250 in cash during the historical period. As a result of the
buyouts that occurred during 2008, this pro forma adjustment to the
historical period reduces Big Rivers’ revenue requirement by

$106,730,330.

Schedule 1.07 — Eliminate Promotional, Political and Institutional
Advertising Costs and Donations

(Sponsored by C. William Blackburn)

Exhibit 46
Page 28 of 35



10

11

12

13

14

15

16

17

18

19

21

22

807 KAR 5:016 provides that no expenditures may be includable in an
electric utility’s cost of service for rate-making purposes which are for
promotional advertising, political advertising or institutional
advertising. One example of such costs is the Touchstone Energy costs
for both Big Rivers and its members. Big Rivers is also including
herein all civic costs and donations (charitable contributions). This pro
forma adjustment results in a $385,010 reduction in Big Rivers’

revenue requirement.

Schedule 1.08 — Eliminate Certain Miscellaneous Costs

(Sponsored by C. William Blackburn)

Big Rivers proposes to exclude certain employee relations and “above
the norm” Board of Directors costs from its revenue requirement. The

result is a decrease in Big Rivers’ revenue requirement of $53,183.

Schedule 1.09 — Rate Case Cost

(Sponsored by C. William Blackburn)

Big Rivers has estimated its cost in connection with this case will be
$331,000. In accordance with normal Commission practice, this cost,
as updated, would be amortized over a 3 year period, resulting in an

increase to the revenue requirement of $110,333.
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Schedule 1.10 — Normalize Pension Cost

(Sponsored by C. William Blackburn)

While Big Rivers has “frozen” new entrants into its defined benefit
(“DB”) plan, replacing it with a defined contribution (“DC”) plan, most
current employees are participants in the DB plan. Due to the
generally poor equity performance over the past 18 months, Big Rivers
funded $4,521,507 to its DB plan during the historical period. Per
correspondence from Mercer (Louisville, KY office), the actuary used by
Big Rivers, dated January 19, 2009, the normalized pension expense 1s
approximately $2,035,003, adjusted for estimated eligible
compensation. Accordingly, Big Rivers proposes this pro forma

adjustment to reduce revenue requirement by $2,486,504.

Schedule 1.11 — Normalize Off-System Sales, Other Revenue and
Purchased Power

(Sponsored by C. William Blackburn)

This pro forma adjustment to increase the revenue requirement by
$18,889,357 results primarily from a current view of the forward price
at the Cinergy hub, which is down from what was realized during the
historical period. This adjustment is described in Mr. Blackburn’s
testimony. It reflects a less robust market for non-tariff wholesale

sales than what was realized during the historical test period.
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Schedule 1.12 — Normalize Interest Income

(Sponsored by C. William Blackburn)

As discussed above, due principally to the $107,119,580 2008 leveraged
lease buyout, and the higher rates for the PCBs, Big Rivers’ cash and
cash equivalent balance has declined significantly, to $25,705,294 on
February 3, 2009, when this pro forma adjustment was prepared. At
the same time, interest rates have precipitously fallen, resulting in
these funds being invested at 0.7 percent. The result is a reduction in
Interest income on cash and cash equivalents from $4,630,505 during
the historical period to $180,435 for the pro forma period. In
summary, the result is a pro forma adjustment in the amount of

$4,450,070 to increase Big Rivers’ revenue requirement.

Schedule 1.13 — Normalize Member Tariff Revenue

(Sponsored by C. William Blackburn)

This pro forma adjustment is comprised of three elements — weather
normalization for the Rural load, annualizing new or terminated Large
Industrial loads, and the termination of the revenue discount
adjustment on September 1, 2008. It results in a pro forma
adjustment to increase member tariff revenue by $2,381,642. This

adjustment is described in Mr. Blackburn’s testimony.
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Please summarize the resuilt of the cash-based revenue

requirements.

Exhibit Seelye-2 summarizes Big Rivers’ $274,137,047 cash-based
revenue requirement, based on the historical test year ended
November 30, 2008, plus the 13 pro forma adjustments discussed
above. As demonstrated therein, Exhibit Seelye-2 reflects a
$24,901,711 revenue deficiency amount, representing the 21.6 percent
member tariff wholesale rate increase that Big Rivers requests

Commission approval to implement as of April 1, 2009.

PROPOSED RATES

Have you prepared an exhibit showing the reconstruction of Big

Rivers’ test-year billing determinants?

Yes. The reconstruction of Big Rivers’ electric billing determinants
(revenue proof) is shown on Exhibit Seelye-3. As shown on page 1 of
this exhibit, when Big Rivers’ current rates are applied to test-year
actual billing determinants the resultant calculated revenues precisely

match actual revenues during the test year.
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Have you prepared an exhibit showing the effect of the proposed rates

on pro forma revenue?

Yes. Exhibit Seelye-4 shows the increase in revenue by rate class from
applying Big Rivers’ proposed rates to pro forma billing determinants.
In this analysis, the pro forma billing determinants and pro forma
revenue reflect the following pro forma adjustments: (i) the adjustment
to reflect current industrial customers; (ii) the adjustment to reflect
normal temperatures; and (iii) the adjustment to reflect the
elimination of the revenue discount adjustment. These adjustments
are discussed in Mr. Blackburn’s direct testimony. As shown on page
1 of this exhibit, the proposed rates result in a 21.6 percent increase in
both the rural member rate (Rural Rate) and the large industrial

customer rate (Industrial Rate).

How were the rates determined?

The demand and energy charges of Big Rivers’ two rates were increased
by the same percentage. Increasing the rate components by the same
percentage ensures that members served under the Rural Rate and

members’ retail customers taking service under the Industrial Rate will
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receive the same percentage increase. Applying the same percentage
increase to each rate component also maintains the current break-even
load factor between the two rates. The break-even load factor is the
load factor (i.e., the relationship between average demand and billing
demand) at which an industrial customer would be economically
indifferent between the two rates. Under Big Rivers’ proposed rates,
the break-even load factor will remain at the current level of 57.0

percent.

Did Big Rivers prepare a cost of service study to support its proposed

rates?

No. Big Rivers’ proposed rates were developed by allocating the
proposed percentage revenue increase to each rate component and each
rate schedule on a pro ratabasis. Allocating the increase in this way
facilitates the flow through of the increase by the Big Rivers’ Member
systems on a proportional basis as required by KRS 278.455(2). As
with any G&T cooperative, supporting changes to Big Rivers’ rate
design with a cost of service study would require a long and involved
effort in working with its member systems to develop and explaing the
cost of service methodology and rate design. Based on my experience,

the process of obtaining board approval for a change in the rate design
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typically takes anywhere from four to twelve months. Due to the
urgency of this rate case filing, Big Rivers did not have enough time to
develop a cost of service methodology with its Members, to prepare a
cost of service study, to develop various rate design alternatives, to
present and explain the results of the cost of service study and rate
design alternatives to its Members, and then to obtain board of
directors approval on a particular rate design. Even then it is likely
that any significant modification to Big Rivers’ rates would require
that one or more of its Members file general rate cases rather than
adjusting rates pursuant to KRS 278.455(2). Without going through
this process, it was my recommendation that each component of Big
Rivers’ rates should be adjusted by the same percentage increase. Big
Rivers’ proposed rates, which were developed in accordance with this

recommendation, were approved by Big Rivers’ Board of Directors.

Does this conclude your direct testimony?

Yes.
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QUALIFICATIONS OF WILLIAM STEVEN SEELYE

Summary of Qualifications

Provides consulting services to numerous investor-owned utilities, rural electric cooperatives,
and municipal utilities regarding utility rate and regulatory filings, cost of service and wholesale
and retail rate designs; and develops revenue requirements for utilities in general rate cases,
including the preparation of analyses supporting pro-forma adjustments and the development of

rate base.

Employment
Senior Consultant and Principal

The Prime Group, LLC
(July 1996 to Present)

Provides consulting services in the areas
of tariff development, regulatory analysis
revenue requirements, cost of service,
rate design, fuel and power procurement,
depreciation studies, lead-lag studies, and
mathematical modeling.

Assists utilities with developing strategic marketing
plans and implementation of those plans. Provides
utility clients assistance regarding regulatory policy
and strategy; project management support for
utilities involved in complex regulatory
proceedings; process audits; state and federal
regulatory filing development; cost of service
development and support; the development of
innovative rates to achieve strategic objectives;
unbundling of rates and the development of menus
of rate alternatives for use with customers;
performance-based rate development.

Prepared retail and wholesale rate schedules and
filings submitted to the Federal Energy Regulatory
Commission (FERC) and state regulatory
commissions for numerous of electric and gas
utilities. Performed cost of service or rate studies
for over 130 utilities throughout North America.
Prepared market power analyses in support of
market-based rate filings submitted to the FERC for
utilities and their marketing affiliates. Performed
business practice audits for electric utilities, gas
utilities, and independent transmission
organizations (ISOs), including audits of production
cost modeling, retail utility tariffs, retail utility
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billing practices, and ISO billing processes and
procedures.

Manager of Rates and Other Positions Held various positions in the Rate
Louisville Gas & Electric Co. Department of LG&E. In December 1990,
(May 1979 to July 1996) promoted to Manager of Rates and

Education

Regulatory Analysis. In May 1994,

given additional responsibilities in the marketing
area and promoted to Manager of Market
Management and Rates.

Bachelor of Science Degree in Mathematics, University of Louisville, 1979
54 Hours of Graduate Level Course Work in Industrial Engineering and Physics.

Expert Witness Testimony

Alabama:

Colorado:

FERC:

Testified in Docket 28101 on behalf of Mobile Gas Service Corporation
concerning rate design and pro-forma revenue adjustments.

Testified in Consolidated Docket Nos. 01F-530E and 01A-531E on behalf of
Intermountain Rural Electric Association in a territory dispute case.

Submitted direct and rebuttal testimony in Docket No. EL02-25-000 et al.
concerning Public Service of Colorado’s fuel cost adjustment.

Submitted direct and responsive testimony in Docket No. ER05-522-001
concerning a rate filing by Bluegrass Generation Company, LLC to charge
reactive power service to LG&E Energy, LLC.

Submitted testimony in Docket Nos. ER07-1383-000 and ER08-05-000
concerning Duke Energy Shared Services, Inc.’s charges for reactive power
service.

Submitted testimony in Docket No. ER08-1468-000 concerning changes to
Vectren Energy’s transmission formula rate.

Submitted testimony in Docket No. ER08-1588-000 concerning a generation
formula rate for Kentucky Utilities Company.

Submitted testimony in Docket No. ER09-180-000 concerning changes to Vectren
Energy's transmission formula rate.



Florida:

Illinois:

Indiana:

Kansas:

Kentucky:
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Testified in Docket No. 981827 on behalf of Lee County Electric Cooperative,
Inc. concerning Seminole Electric Cooperative Inc.’s wholesale rates and cost of
service.

Submitted direct, rebuttal, and surrebuttal testimony in Docket No. 01-0637 on
behalf of Central Illinois Light Company (“CILCO”) concerning the modification
of interim supply service and the implementation of black start service in
connection with providing unbundled electric service.

Submitted direct testimony and testimony in support of a settlement agreement in
Cause No. 42713 on behalf of Richmond Power & Light regarding revenue
requirements, class cost of service studies, fuel adjustment clause and rate design.

Submitted direct and rebuttal testimony in Cause No. 43111 on behalf of Vectren
Energy in support of a transmission cost recovery adjustment.

Submitted direct and rebuttal testimony in Docket No. 05-WSEE-981-RTS on
behalf of Westar Energy, Inc. and Kansas Gas and Electric Company regarding
transmission delivery revenue requirements, energy cost adjustment clauses, fuel
normalization, and class cost of service studies.

Testified in Administrative Case No. 244 regarding rates for cogenerators and
small power producers, Case No. 8924 regarding marginal cost of service, and in
numerous 6-month and 2-year fuel adjustment clause proceedings.

Submitted direct and rebuttal testimony in Case No. 96-161 and Case No. 96-362
regarding Prestonsburg Utilities’ rates.

Submitted direct and rebuttal testimony in Case No. 99-046 on behalf of Delta
Natural Gas Company, Inc. concerning its rate stabilization plan.

Submitted direct and rebuttal testimony in Case No. 99-176 on behalf of Delta
Natural Gas Company, Inc. concerning cost of service, rate design and expense
adjustments in connection with Delta’s rate case.

Submitted direct and rebuttal testimony in Case No. 2000-080, testified on behalf
of Louisville Gas and Electric Company concerning cost of service, rate design,
and pro-forma adjustments to revenues and expenses.

Submitted rebuttal testimony in Case No. 2000-548 on behalf of Louisville Gas
and Electric Company regarding the company’s prepaid metering program.

Testified on behalf of Louisville Gas and Electric Company in Case No. 2002-
00430 and on behalf of Kentucky Utilities Company in Case No. 2002-00429
regarding the calculation of merger savings.



Nevada:
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Submitted direct and rebuttal testimony in Case No. 2003-00433 on behalf of
Louisville Gas and Electric Company and in Case No. 2003-00434 on behalf of
Kentucky Utilities Company regarding pro-forma revenue, expense and plant
adjustments, class cost of service studies, and rate design.

Submitted direct and rebuttal testimony in Case No. 2004-00067 on behalf of
Delta Natural Gas Company regarding pro-forma adjustments, depreciation rates,
class cost of service studies, and rate design.

Testified on behalf of Kentucky Utilities Company in Case No. 2006-00129 and
on behalf of Louisville Gas and electric Company in Case No. 2006-00130
concerning methodologies for recovering environmental costs through base
electric rates.

Testified on behalf of Delta Natural Gas Company in Case No. 2007-00089
concerning cost of service, temperature normalization, year-end normalization,
depreciation expenses, allocation of the rate increase, and rate design.

Submitted testimony on behalf of Big Rivers Electric Corporation and E.ON U.S.
[.LC in Case No 2007-00455 and Case No. 2007-00460 regarding the design and
implementation of a Fuel Adjustment Clause, Environmental Surcharge, Unwind
Surcredit, Rebate Adjustment, and Member Rate Stability Mechanism for Big
Rivers Electric Corporation in connection with the unwind of a lease and purchase
power transaction with E.ON U.S. LLC.

Submitted testimony in Case No. 2008-00251 on behalf of Kentucky Utilities
Company and in Case No. 2008-00252 on behalf of Louisville Gas and Electric
Company regarding pro-forma revenue and expense adjustments, electric
temperature normalization, jurisdictional separation, class cost of service studies,
and rate design.

Submitted testimony in Case No. 2008-00409 on behalf of East Kentucky Power
Cooperative, Inc., concerning revenue requirements, pro-forma adjustments, cost
of service, and rate design.

Submitted direct and rebuttal testimony in Case No. 03-10001 on behalf of
Nevada Power Company regarding cash working capital and rate base
adjustments. '

Submitted direct and rebuttal testimony in Case No. 03-12002 on behalf of Sierra
Pacific Power Company regarding cash working capital.

Submitted direct and rebuttal testimony in Case No. 05-10003 on behalf of
Nevada Power Company regarding cash working capital for an electric general
rate case.



Nova Scotia:

Virginia:
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Submitted direct and rebuttal testimony in Case No. 05-10005 on behalf of Sierra
Pacific Power Company regarding cash working capital for a gas general rate
case.

Submitted direct and rebuttal testimony in Case Nos. 06-11022 and 06-11023 on
behalf of Nevada Power Company regarding cash working capital for a gas
general rate case.

Submitted direct and rebuttal testimony in Case No. 07-12001 on behalf of Sierra
Pacific Power Company regarding cash working capital for an electric general
rate case.

Submitted direct testimony in Case No. Docket No. 08-12002 on behalf of
Nevada Power Company regarding cash working capital for an electric general
rate case.

Testified on behalf of Nova Scotia Power Company in NSUARB — NSPI -- P-887
regarding the development and implementation of a fuel adjustment mechanism.

Submitted testimony in NSUARB — NSPI — P-884 regarding Nova Scotia Power
Company’s application to approve a demand-side management plan and cost
recovery mechanism.

Submitted testimony in NSUARB — NSPI — P-888 regarding a general rate
application filed by Nova Scotia Power Company.

Submitted testimony on behalf of Nova Scotia Power Company in the matter of
the approval of backup, top-up and spill service for use in the Wholesale Open
Access Market in Nova Scotia.

Submitted testimony in Case No. PUE-2008-00076 on behalf of Northern Neck
Electric Cooperative regarding revenue requirements, class cost of service,
jurisdictional separation and an excess facilities charge rider.






Big Rivers Electric Corporation
Cash-Based Revenue Requirement
Based on Test Year Ended November 30, 2008

Eliminate
Promo
Actual Cash Advertising,
Requirements 12 incremental Political, Eliminate
Mo Ended Nov  Environmental Efiminate Unwind Capital Normalize Debt Eliminate Income Eliminate Lobbying and  Certain Misc
08 O&M Cost Share Expenditures Service Taxes Leveraged Lease  Donations Expenses
Description Schedule 1.01  Schedule 1.02 Schedule 1.03  Schedule 1.04  Schedule 1.05 Schedule 1.06  Schedule 1.07  Schedule 1.08
Other Power Supply 120,476,897
0o&M 32,339,407 (4,369,640) (312,094) (53,183)
Taxes 2,282.460 (1,240,000}
Debt Service
Interest 58,294,657 4,648,034
Principal 40,834,358 (873,452}
Capital Expenditures 21,417,957 978,126
Interest income (4,630,505)
Other Deductions 74,337 (72,916)
Other Interest Expense 8,826
Special Funds (92,937)
Leveraged Lease Termination 107,119,580 {107,119,580)
Subtotal 378,125,036 0 (4,369,640) 978,126 3,774,582 (1.240,000) (107,119,580) (385,010) (53.183)
Less: Patronage Capital (390,656) 389,250
Gross Revenue Requirement 377,734,380 0 (4,369,640) 978,126 3,774,582 (1,240,000) (106,730,330) (385,010} (53.183)
Revenue 265,799,402 (2,495,013) 84,439
Revenue Deficiency [z(11,934,978)| (2,495,013) 4,454,079 (978,126) (3.774,582) 1,240,000 106,730,330 385,010 53,183
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Big Rivers Electric Corporation
Cash-Based Revenue Requirement

Based on Test Year Ended November 30, 2008

Normalize Off-

System Sales,
Other Revenue
Rate Case Normalize and Purchased Normalize Tariff  Net Adjusted Cash
Expenses Pension Costs Power interest income Revenue Requirements

Description Schedule 1.09 Schedule 110 Schedule 1.11 Schedule 1.12 Schedule 1.13
Other Power Supply 3,027,208 123,504,105
O&M 110,333 (2,486,504) {402,906) 24,825,414
Taxes 1,042,460
Debt Service

Interest 62,942,691

Principal 39,860,906
Capital Expenditures 22,396,083
interest income 4,450,070 (180,435)
Other Deductions 1,421
Other Interest Expense 8,826
Special Funds (92,937)
Leveraged Lease Termination 0
Subtotal 110,333 (2.486,504) 2,624,302 4,450,070 0 274,408,532
Less: Patronage Capital (1,406)
Gross Revenue Requirement 110,333 {2.486,504) 2,624,302 4,450,070 Q 274,407,126
Revenue (16,265,055) 2,381,642 249,505,415
Revenue Deficiency (110,333) 2,486,504 (18,889,357) (4,450,070) 5.381,642 |- 200 {24;,901711
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Schedule 1.01

Sponsoring Witness: Spainhoward
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Big Rivers Electric Corporation
Pro forma Adjustments

Incremental Environmental O&M

Proforma Year * 3,095,168
Historical Year 600,155
Pro forma Adjustment 2,495,013

Account 413 - Expenses of Electric Plant L.eased to WKEC.
Income From Leased Property (Net)
* Reflects year-round CAIR, effective 1/1/2009.

Description: Big Rivers' 1998 lease and operating agreement
with WKEC requires it to fund its cost-share of Incremental
Environmental O&M, as defined therein. Through 2010, Big .
Rivers' cost-ghare is 20%. In 2011 it's 40.26%. Threreafter,
thru 2023, it's 33.9%
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Exhibit Seelye-2
Schedule 1.02
Sponsoring Witness: Blackburn
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Big Rivers Electric Corporation
Pro forma Adjustments
Eliminate Unwind Costs
Proforma Year 0
Historical Year 4,454,079
Pro forma Adjustment (4,454,079)
Account 413 - Expenses of Electric Plant Leased to WKEC 84,439 Income from Leased Property (Net)
Account 921 - Office Supplies and Expenses 82,058 Operating Expense - A&G
Account 923 - Qutside Services Employed 4,223,579 Operating Expense - A&G
Account 928 - Regulatory Commission Expenses 63,983 Operating Expense - A&G
Account 930 - Miscellaneous General Expenses 20 Operating Expense - A&G

4,454,079

Description: Big Rivers has cost-share agreements in place with E.ON in
connection with all "Unwind" transaction costs. Generally, Big Rivers pays
25% of such costs, with E.ON paying 75%. This proforma adjustment serves
to eliminate Big Rivers share of all such costs incurred during the historical test
period.
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Big Rivers Electric Corporation
Pro forma Adjustments

Capital Expenditures

Proforma Year:

Non-Incremental Capital Cost
incremental Capital Cost
Transmission and General

6,871,000
1,193,160
14,331,923

Total

Historical Year:
Non-incremental Capital Cost
incremental Capital Cost
Transmission and General

22,396,083

6,707,667
378,367
14,331,923

Total
Pro forma Adjustment

Account 104 - Electric Plant Leased to WKEC.
Total Utility Plant in Service

21,417,957

978,126

Description: The 1998 lease and operating agreement with
WKEC requires Big Rivers to fund its share of Non-Incremental
Capital