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ATTORNEYS AT LAW 

MAR 2 4  2009 
PUBL!C SERVICE 

COMMISSION 

March 24, 2009 

Jeff Derouen 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard, P.O. Box 615 
Frankfort, Kentucky 406-06 15 

Re: In the Matter of: Notice and Application of 
Big Rivers Electric Corporation for a General 
Rate Adjustment in Rates, P.S.C. Case No. 2009-00040 

Dear Mr. Derouen: 

Enclosed for filing on behalf an Big Rivers Electric Corporation (“Big Rivers”) 
are an original and seven (7) copies of Big Rivers’ response to the Commission 
Staffs March 18, 2009, data request and Big Rivers’ response to KITJC’s First Set 
of Data Requests. Also attached to this letter is an email dated March 20,2009, 
reflecting an agreement between Big Rivers and KIlJC with regard to a discovery 
dispute concerning the KITJC data requests. I certify that a copy of each of the 
responses has been served on the attached service list. 

Sincerely yours, 
I 

James M. Miller 

Cc: Mark A. Bailey 
David Spainhoward 
Service List 

Telephone (270) 926-4000 

Telecopier (270) 683-6604 

100 St Ann Building 

PO Box 727 

Owensboro, Kentucky 

42302-0727 



SERVICE LIST 
BIG RIVERS ELECTRIC CORPORATION 

PSC CASE NO. 2009-00040 

Hon. Dennis Howard 
Assistant Attorney General 
Office of the Attorney General 
Utility & Rate Intervention Division 
1024 Capital Center Drive, Suite 200 
Frankfort, KY 40601-8204 

Michael L. Kurtz, Esq. 
Boehm, ICurtz & Lowry 
Suite 21 10 
36 East Seventh Street 
Cincinnati, 013 45202 
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Paula Mitchell 

From: Jim Miller [jmiller@smsmlaw.com] 
Sent: Monday, March 23, 2009 8:02 AM 
To: Paula Mitchell 

Subject: FW: Big Rivers PSC Case No. 2009-00040 

......-~..~.......-._.I___.X...._.__.__..-~_1__.1-.1 I .....__̂I,______._.._.._ ~ ll._-._.-_l__l___l" . I_._" . .__.I._.......I_.I._ . ....~.~...I.__._, "_ ........... ~ . .. . . ., .. . 

From: Michael Kurtz [mailto:MKurtz@bkllawfirm.com] 
Sent: Fri 3/20/2009 3:17 PM 
To: Jim Miller 
Subject: RE: Big Rivers PSC Case No. 2009-00040 

Jim. 

Your email is generally accurate. I would add that the CFC correspondence relates to the $1 5 million line of credit, 
the $2.5 million line of credit and the $3 million CFC borrowing option. 

Michael L. Kurtz, Esq. 
Boehm, Kurtz & Lowry 
36 E. Seventh St., Suite 1510 
Cincinnati, Ohio 45202 
ph: 51 3.421.2255 fax: 51 3.421.2764 

From: Jim Miller [mailto:jmiller@smsmlaw.com] 
Sent: Friday, March 20, 2009 4:02 PM 
To: Michael Kurtz 
Subject: Big Rivers PSC Case No. 2009-00040 

Mike, 

Regarding the objections Big Rivers Electric Corporation has raised to KIUC's data requests dated March 17, 
2009, in our telephone conversation this afternoon I understood us to reach the following agreements or 
conclusions on the indicated items of your data request: 

Item 8 is limited to information related to the $2.5 million CFC line of credit, or the $1 5 million CFC line of credit. 

Items 9, 10 and 11 are limited to information regarding financing in a scenario where there is no unwind 
transaction. 

Item 12. We discussed Big Rivers' objections and reached no agreement. Big Rivers will generally file 
information that is non-privileged, and that may be relevant to or may lead to the discovery of information relevant 
to the subject matter of this proceeding. KlUC will review the information produced, and take whatever additional 
action it deems appropriate. 

Please let me know whether you believe I have accurately stated the substance of our conversation, 

Jim Miller 

3/23/2009 

mailto:MKurtz@bkllawfirm.com
mailto:jmiller@smsmlaw.com
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James M. Miller 
Sullivan, Mountjoy, Stainback & Miller, P.S.C. 
P.O. Box 727 
100 St. Ann Street (42303) 
Owensboro, Kentucky 42302 
Telephone: 270-926-4000 
Facsimile: 270-683-6694 
imiller@smsmlaw.com 

3/23/2009 

mailto:imiller@smsmlaw.com
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE COMMISSION STAFF’S SECOND DATA REQUEST 

TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1) 
Aectric and transmission service, Big Rivers’ only current source of cash or working 
:spital is through its existing $1 5 million National Rural Utilities Cooperative Finance 

Zorporation (“CFC”) line of credit. 

a. Confirm that, outside of cash generated from providing wholesale 

b. State the amount of cash reserve Big Rivers believes is necessary 
10 have on hand at any given time excluding any cash that may be available under the $1 5 
nillion line of credit with CFC. Explain the basis for this amount and provide any 

malyses or studies that support the derivation of this amount. 

Response) a. 
Aectric and transmission service (and including the rental payments from E.ON under the 

.erms of the 1998 Transaction relating to the lease of Big Rivers’ generation), Big Rivers 
:onfirms that its only currently available source of cash or working capital is fiom CFC. 
4s  explained in the Direct Testimony of C. William Blackburn, Exhibit 47 at p. 40, Big 
Rivers currently has a $15 million secured line of credit from CFC as well as an 
insecured $2.5 million emergency line of credit it received in connection with its 

-esponse to the January 27,2009 ice storm damage. 

Apart fiom the margins earned on the provision of wholesale 

The $15 million secured line of credit is a revolving facility which terminates July 13, 
,013. This revolving facility serves two important functions for Big Rivers. First, the 
cecured line of credit is used by Big Rivers whenever it needs to issue a letter of credit in 
:onneetion with Big Rivers’ activities in the wholesale power market. This establishes an 
mportant limitation on Big Rivers’ ability to draw down this line of credit to meet 
Irdinary costs of operations that are not met by rates - if this revolving facility already 
ias been drawn down Big Rivers has no other means of posting a letter of credit that 
night be required for it to continue transacting in the wholesale power market. Given the 
xitical importance to Big Rivers of continuing to access the wholesale power market, Big 
iivers must be extremely judicious in its recourse to this line of credit. As recently as 
,007, Big Rivers simultaneously issued $14.5 million in letters of credit under the CFC 
ine of credit in order to transact in the market. 

Item 1 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO T E  COMMISSION STAFF’S SECOND DATA REQIJEST 

TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Second, because this line of credit must be completely repaid at least once every year, it 
is not a long-term solution to any cash insufficiency and cannot be seen as available to 

meet ordinary costs of operations. Instead, this line of credit is a temporary stopgap that 
Big Rivers may access while it seeks a more permanent solution to a particular cash need. 
Moreover, there are limitations on Big Rivers’ ability to draw funds from it. The CFC 

revolving credit agreement conditions the making of loans on a number of things, 
including no default under the RIJS Mortgage, and no material adverse change in the 
financial condition, operations or business prospects of Big Rivers from that set forth in 
its December 3 1,2002 financial statements. This requirement is found in the July 14, 

2003 Revolving Credit Agreement in Section 3.1 (c), and a similar requirement exists in 
the February 20,2009, Revolving Credit Agreement in Section 4.01 .D (See response of 

Big Rivers to KIUC First Information Request, Item 1-5). Thus, the CFC facility cannot 
be relied upon as a source of financing in adverse circumstances. Rig Rivers is 
concerned that if it cannot obtain rates that will provide sufficient cash to operate without 
leaning on the CFC line of credit that was obtained for another purpose, CFC may 
consider that circumstance “a material adverse change in its financial condition, 
operations or business prospects.” 

The $2.5 million unsecured line of credit from CFC terminates February 24,201 1 and 

was entered into solely to finance Big Rivers’ ice storm damages while Big Rivers waited 
for its insurance payments and any amounts forthcoming from the Federal Emergency 
Management Agency. Rig Rivers’ storm damages amounted to approximately $2.4 
million and thus little to no additional borrowing under this facility will be available once 
Big Rivers draws down for these damages. Big Rivers has no expectation that CFC 
would permit it to make additional draws upon this line of credit for other purposes once 
mounts from the ice storm have been repaid. 

b. Big Rivers’ minimum cash requirements at any given point in time 
x e  a function of Big Rivers’ cash requirements at that time and the amount of risk to 

Item 1 
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March 24,2009 
PSC CASE NO. 2009-00040 

which Big Rivers is willing to expose itself given the role that cash reserves play in 
neeting Big Rivers’ unanticipated costs. This request for emergency interim rate relief 
was premised on getting Big Rivers over the imrnediate short-term liquidity problem 

9osed during the period December 2009 to January 20 10 as Big Rivers confronts the need 
.o both repay PMCC its $12.4 million and meet its quarterly $1 5.8 million payment to the 
RUS even as current rates were projected to under-recover Big Rivers’ revenue 
-equirement. In seeking emergency interim rate relief in the amount requested, Big 
?.hers’ March 2”d Application proposes reducing its cash on hand (as augmented by 

;ignificant deferrals and cuts in Big Rivers’ expenditures) to a bare minimum level in 

lanuary of 2010 that left little to no room for Big Rivers to meet any additional 
mplanned adverse financial developments that might arise between now and next 
lanuary or in the months immediately thereafter. The minimum cash reserve amount 
which Big Rivers proposed temporarily in this single month in these unusual 
:ircurnstances would not be considered by Big Rivers to be acceptable on an ongoing, 
ong-term basis. 

Subsequent events have resulted in a likely deterioration of Big Rivers’ anticipated cash 
3osition in January 201 0 even assuming the full interim rate relief is granted by the 
zommission. Big Rivers has no doubt that it will require the full amount of this 
Sequested relief, and Big Rivers seriously questions whether it has requested a large 
:nough increase should certain known risks materialize. Big Rivers may need to make a 
iew request or augment this existing request in that event. Big Rivers believes that these 
mown risks must be discussed in order to properly frame the question of the minimum 
:ash requirements it will need in January 2010 and thereafter. 

4 host of variables that are now largely unknown can, and likely may, decrease the 
mount of cash Big Rivers will have in January 2010 after repayment of PMCC and the 
pmrterly RUS payment. As an example, when Big Rivers fixed the amount of its 
xoposed rate increase, Big Rivers assumed that a final resolution of the Unwind 
rransaction would occur on or before mid-April. That now will not be the case - Big 

Item 1 
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Rivers continues to expend funds throughout March on pursuing the Unwind Transaction, 
md those expenditures will continue into April and potentially later until the Unwind 
I‘ransaction is either closed or abandoned. The effects of these expenditures on Big 
Rivers’ cash levels were not accounted for in the initial request and resulting January 5 ,  
2010 cash balance, and cannot be known at this point. As another example, the 
weakened national economy continues to depress demand for power and thus power 
prices, and Big Rivers’ 2009 power sales revenues likely will not reach the revenues 

projected. Weather during 2009 will remain an additional unknown variable that could 
increase or decrease non-Member power sales and resulting revenues. Moreover, 60 days 

from the date that Big Rivers and the smelters acknowledge that the Unwind Transaction 
is not going to close, the current Tier 3 sales of power Big Rivers is making to the 

smelters at a weighted average price of $48.67 per MIWh will terminate. Since Big 
Rivers projects the market price of power to be much lower than the current Tier 3 price, 
:his will significantly reduce Big Rivers’ income from the assumptions made in the pro 

Fbrma revenue requirement. 

Big Rivers does not seek to be alarmist, but the risks it faces in 2009 remain in large part 
xnknown and the consequences of unprojected changes in future cash levels are severe 
given the extremely low level of cash on hand on which Big Rivers based its proposed 
eequest for interim rate relief. While none of these events necessarily will come to pass, 
3ig Rivers remains mindful of their potential adverse effects on the cash that will be 
xvailable in January 201 0 even with the requested interim rate increase. Any discussion 
If Rig Rivers’ minimum cash requirements must recognize the fluidity of Rig Rivers’ 
:went situation and the lack of flexibility already built into the January 201 0 cash levels 
.hat will be produced by the requested rate increases. These cash levels already were set 
ts low as possible. Any fbrther reduction significantly would endanger Rig Rivers’ 
ibility to operate. 

4s Big Rivers noted in its March 2”d Application, Big Rivers’ need to maintain a cash 
’eserve is greatly heightened due to its inability to borrow funds to meet new costs. 

Item 1 
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Whereas a utility with an adequate ability to obtain financing need only maintain 
wfficient cash or working capital to account for leads and lags between normal and 
mticipated disbursements and receipts for all O&M expenditures, Big Rivers also must 
rely on its cash reserves to meet all anticipated capital expenditures and debt service as 
well as to provide for any unanticipated cash requirements. This elevates the role of cash 

reserves for Big Rivers, leaving no room for error on the downside. 

Quantification of the minimum level of cash reserves Big Rivers would require in a given 
month is determined by a combination of factors. Measured on a simple lead-lag basis of 
:ash inflows and outflows in a single month, Rig Rivers could operate on a short-term 

basis with cash equivalent to approximately twenty days’ worth of budgeted O&M and 

:apital expenditures (approximately $10 million), assuming all payments owed to Big 
Rivers were made on a timely basis. These twenty days’ of costs are a function of the 
timing of Big Rivers’ cash flows. Each month, WKEC owes Big Rivers a monthly rental 
payment on the 1’‘ of the month (as offset by mounts Big Rivers owes for power under 
the power purchase agreement) and thereafter Big Rivers has no m e r  inflow of cash 
until the 20’ of the month when Aces Power Marketing provides Big Rivers with 
payments for off-system sales made on Big Rivers’ account. Maintaining a minimum 
:ash level of 20 days of expected operations thus bridges this lag period under the 
mumed circumstances. 

However, Rig Rivers’ minimum cash requirements in a given month also will depend on 
:he amount of time remaining until the next quarterly payment is due on the New RUS 
Vote as well as the amount of time until the next pollution control bond (“PCB’) 
payment. In order for Big Rivers to be in position to make the RUS quarterly payment on 
.he first business day of each new quarter, Big Rivers must build sufficient cash on top of 
mounts held to meet 20 days of budgeted O&M and capital expenditures. Big Rivers 
zenerally must plan to have on hand approximately 1/3 of the next quarterly payment at 
.he end of the first month in a quarter, approximately 2/3 of the next quarterly payment at 
.he end of the second month in a quarter, and all of the next quarterly payment at the end 

Item 1 
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,f the third month in a quarter. Similarly, in order for Big Rivers to be in a position to 
make its twice annual PCB payments, Rig Rivers must plan to accumulate sufficient 

funds before those payments are due. 

4nd any amounts retained for unanticipated contingencies then must be retained as part 
2f  cash reserves on top of these minimum amounts for lead-lag, the RUS quarterly 
3ayments, and the twice-yearly PCB payments. These contingencies are various and 
were disclosed in the Direct Testimony of C. William Blackburn, Exhibit 47 at pp. 43-50. 
4t the time that Big Rivers decided to enter into the PMCC Buyout, Big Rivers 

jetermined that it was not comfortable depleting its cash reserves below $20 million after 
:he PMCC Buyout, and the amount of the PMCC loan was keyed off of this assumption. 

Big Rivers continues to believe this represents an appropriate minimum amount for its 
;ash reserves (exclusive of additional cash being built to make the RUS quarterly 
3ayments and the PCB payments, which necessarily will vary by month). In the future, 
Big Rivers needs to rebuild its cash reserves higher than this level if it is to have any 
hility to respond to unanticipated contingencies. 

Barring the occurrence of any of the possible risks that may occur in 2009 as discussed 
Iloove, Big Rivers projects an $8.5 million level of cash reserves on January 5,2010 if the 
Full amount of its interim request for rate relief is granted. Because Big Rivers thereafter 
ivill need to cover only a 15 day gap in cash inflows until January 20,201 0, and because 
3ig Rivers will have just made its quarterly RUS payment, Big Rivers estimates this will 
)e a sufficient level of cash reserves, recognizing that no amounts whatsoever would be 
-eserved for unanticipated costs. However, Big Rivers continues to look for additional 
:osts that may be cut or deferred in order to increase this level of January 20 10 cash 
‘eserves. 

While Big Rivers would prefer a minimum cash level of approximately $20 million in 
solation, when it set the amount of its requested rate increase Big Rivers was mindful of 
i need to hold rates as low as possible, and was aware that January 2010 would constitute 

Item 1 
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a “trough” month for cash reserves given the need to meet both the RIJS quarterly 
payment and the PMCC loan in quick succession. 

Witness) C. William Blackbum 
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Item 2) 

debt included on this list, provide the names of the entities holding the debt, the original 
amount of the debt, the current outstanding balance, the interest rate, and a repayment 

schedule detailing payment due dates and the amount of principal and interest due on 

each date. 

List all of Big Rivers’ long-term debts currently outstanding. For each 

Response) See attached. 

Witness) C. William Blackburn 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE COMMISSION STAFF’S SECOND DATA REQIJEST 

TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 4) 

Philip Morris Credit Corporation (“PMCC”) loan in the amount of $12.4 million is due 

on December 15,2009. 

Refer to Rig Rivers’ Application, Exhibit 47, page 8. Rig Rivers states the 

a. Describe the consequences to Big Rives if this payment is not 
made on or before December 15,2009. 

b. Summarize all discussions, correspondence, and results thereof 

between Big Rivers and PMCC with regard to postponing or refinancing the repayment 

of this loan. If no such discussions or correspondence have occurred, explain why. 

Response) a. 

remedies of a creditor holding a defaulted debt obligation including the right to bring suit 
to enforce payment. If not paid when due, the interest rate will increase by 200 basis 

points. The failure to pay the PMCC note when due would also be a default under the 
RlJS loan contracts which is cross defaulted to other indebtedness for borrowed money in 
excess of $10,000,000. 

Big Rivers will be in default and PMCC will have all the usual 

b. Mark Bailey talked with Joan Woodruff at PMCC on the morning 
of March 19,2009, to inquire about whether PMCC would give Big Rivers some relief 
&om the December 15,2009, due date for this note. Ms. Woodruff telephoned Mi. 
Bailey that afternoon to say that PMCC management had already built repayment of the 
loan into its ”numbers” for the year, and PMCC was unable to offer Big Rivers anything 

in the way of relief from the due date of the note. 

Witness) a. Counsel 
b. Mark A. Bailey 

Item 4 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE COMMISSION STAFF’S SECOND DATA REQUEST 

TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 5) Refer to Big Rivers’ Application, Exhibit 47, page 41. Big Rivers states 
the quarterly payment in the amount of $15.8 million on its new Rural Utilities Service 
(“RUS”) note is due on January 4,20 10. 

a. Describe the consequences to Big Rives if this payment is not 

made on or before January 4,2010. 
b. Summarize all discussions, correspondence, and results thereof 

between Big Rives and RUS with regard to postponing or refinancing the repayment of 
this loan. If no such discussions or correspondence have occurred, explain why. 

Response) a. Big Rivers will be in default under the note, the RUS loan contract 
and the RUS Mortgage. This will permit the acceleration of all of the debt secured by the 

RUS Mortgage, including (1) the new RUS note, (2) the ARVP RTJS note, (3) the CFC 
debt, and (4) both series of pollution control debt. In addition, the creditors can take 
immediate possession of all of Big Rivers’ properties, bring suit to enforce all remedies 
and cause the mortgage property to be sold as permitted by law. 

b. On March 23,2009, Mark Bailey and Bill Blackburn spoke with 

the acting administrator of RUS, Jim Newby, Bill Railey, from the RUS power supply 
division, and Victor Vu, the director of the RUS power supply division, to inquire about 
postponing or refinancing the repayment of the RUS New Note. RUS requested that Big 
Rivers submit a written request for their consideration, which Big Rivers did on March 
23,2009. RUS informed Big Rivers that it would consider this request and try to provide 
a response prior to the March 23,2009 hearing. 

Witness) a. Counsel 
b. C. William Blackbum and Mark A. Bailey 

Item 5 
Page 1 of I 





1 
2 

3 
4 

5 
6 

7 
8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE COMMISSION STAFF’S SECOND DATA REQUEST 
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PSC CASE NO. 2009-00040 

[tern 6) 
16,2009. 

a. Provide Big Rivers’ cash and cash equivalent balances as of March 

b. Beginning with Big Rivers’ cash and cash equivalent balance as 

stated in response to Item a., provide a detailed projected cash flow analysis up to 
January 5,2010, showing each month separately, assuming Big Rivers’ current rates 
remain in effect. Ensure that this analysis includes only cash flows and that no non-cash 
revenue or expense accruals are included. When presenting this analysis, separate 

receipts and disbursements by TJnifonn System of Accounts account numbers and titles in 

3s much detail as is practical. State the basis for the projected amounts in each account. 
Where the pro forma adjustments shown in Big Rivers’ Application, Exhibit 46, Seelye - 
2 are incorporated into these projections, show the monthly impact of the adjustments. 
Where there is any degree of speculation in the projected cash flows, provide the impact 
3n the analysis assuming a best- and worst-case scenario. For example, Exhibit 46, 
Seelye - 2, Schedule 1.1 1 details an adjustment decreasing test year net revenues by 
E 18.9 million, in part, due to anticipated changes in test year off-system sales revenue 
resulting from changes in contract and market prices. When calculating the impact of 
this adjustment, use a range of market prices that could be expected between now and 
January 5,2010, assuming the best and worst market conditions that could be reasonably 
mticipated. Using this approach, Big Rivers will develop two possible cash balances that 
:an be reasonably anticipated on January 5,2010, one assuming all best-case scenarios 

md another assuming all worst-case scenarios. 
c. If the cash flow analysis provided in response to Item b. includes 

:ash expenditures for capital improvements, explain the reasons why it is imperative that 
:ach project be completed when included in the analysis and why it could not be delayed 
mtil such time as funds are more readily available. 

d. The cash flow analysis provided in response to Item b. includes 
.wo possible cash balances on January 5,20 10, assuming best- and worst-case scenarios 
if projected receipts and disbursements. State the anticipated cash available to Big 
Xivers on January 5,20 10 through its $15 million line of credit with CFC under each of 

Item 6 
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Vendor Description 

December 3 1 , 2009 Balance 

BIG RIVERS ELECTRIC COWORATION’S 
RESPONSE TO THE COMMISSION STAFF’S SECOND DATA REQUEST 

TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Amount 

$6,258,336 

these scenarios, and state the anticipated date the line of credit would be required to be 

paid down to zero. 

Fram:WKEC 

To: WKEC 

To: RTE 

Response) a. See information attached. 

b. Beginning with the March 16,2009, cash and cash equivalents 

balance of $28,537,250 per Item a. above, the projected calendar month cash flow 
analysis through December 3 1 , 2009, using Big Rivers’ current member tariff rates, and 
including the ‘IJniform System of Accounts account numbers, separated between receipts 

and disbursements in the format of a statement of cash flows (direct method), is attached 
hereto as Schedule A. As shown thereon, the projected cash and cash equivalents balance 
on December 3 1 , 2009, is $6,258,336. Then, the first business day of 2010, January 4, 

the following receipt and disbursements are due: 

Monthly Lease Payment $2,580,407 

Nan-Incremental Capital ( 5  8 5 , 5 00) 

Quarterly Debt Service (1 5,800,679) 

I January 5,20 10 Balance I ($7,547.436) I 

The resulting January 5 ,  2010, cash and cash equivalents balance is ($7,547,436). While 
Schedule A reflects Big Rivers’ current member tariff rates without increase, we note that 
the projected cash and cash equivalents balance on January 5,2010 would be $8,539,115 
with the proposed rate increase made effective April 1 , 2009. 

The basis for the projected cash flows per the attached schedule was a detailed process 
that began with Rig Rivers’ 2009 budget approved by Big Rivers’ board of directors in 
December 2008 Big Rivers then factored in both the relevantproforma amounts (sales, 
purchased power, pollution control bond interest, income taxes, rate case cost, pension, 
and “unwind” cost-share) and the current results of management’s O&M and capital 

Item 6 
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expenditure cost-deferral and cost-containment efforts (approximately $13.9 million from 

management’s cost-deferralhost-containment efforts to date is reflected). 

Regarding a best- and worst-case scenario, Big Rivers management contends that 
Schedule A attached hereto remains the company’s best-case scenario, largely due to the 
weakening state of power markets. For several reasons, as noted in PSC item 1 by Big 
Rivers believes the down-side risks far outweigh the potential for up-side improvements. 

First, due to the weak economy, the off-system sales market from which Big Rivers has 
significantly benefited in recent years has softened markedly in recent months. Second, 
the potential exists for member loss of load, as several of Big Rivers’ member’s large 
industrial customers are cutting back production. Kenergy’ s large industrial customer, 

Aleris, has filed for a Chapter 11 reorganization. Third, adverse weather, perhaps a hot 
and dry summer, could result in Big Rivers needing to purchase higher priced power on 
the wholesale market. This results from the Wolf Creek Dam (SEPA) not having 
adequate water-flow to generate hydroelectric power in sufficient quantity to supply Big 
Rivers with its full entitlement under the SEPA contract. A significant storm could 
cause transmission and distribution system damages, thereby producing a loss of revenue 
and unanticipated costs. Fourth, while the interest rates Big Rivers is paying on its two 

series of pollution control bonds are already high, one component of those interest rates 
could cause those rates to be much higher. Dexia, the liquidity provider for the $58.8 
million variable rate demand bonds, currently holds $40.45 million as Bank Bonds. Bank 
Bonds bear interest at the Bank Rate, currently 3.25%, while the market rate is 8%. Fifth, 
Big Rivers continues to incur cost for the “Unwind”, as reflected in Item 1 b. There are 
certainly other adverse risks to Big Rivers projected cash position, such as costs to 
comply with new environmental laws, claims by WKEC or LEM, environmental costs 
such as the price of allowances or variable costs being much higher than projected, etc. 

In providing the worst-case scenario, attached hereto as Schedule By a similar cash flow 
analysis was performed as revised for three high-risk cost elements. Those three items 
are less favorable off-system and smelter Tier 3 sales, the associated purchased power 

Item 6 
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cost, and the higher current market rate of interest on the $40.45 million of the $58.8 
million series of pollution control bonds currently held as Rank Bonds. Schedule R, the 
worst-case, reflects a December 3 1 , 2009, cash and cash equivalents balance of 

($1,599,569), $7,857,905 worse than the Schedule A best-case. 

c. Please see attached list of capital and capital construction projects 
along with an explanation of why each project that is not to be deferred is to be 

completed and not delayed until funds are more readily available. Rig Rivers will 
continue to monitor each project and will use reasonable diligence to defer costs when 

practical. 
d. Big Rivers does not count on the CFC $15 million line of credit 

for purposes other than its indispensable purpose of enabling Big Rivers to obtain access 
to the wholesale power markets. The CFC $15 million revolving credit agreement 
conditions the making of loans on a number of things, including no default under the 
RUS Mortgage, and no material adverse change in the financial condition, operations or 

business prospects of Big Rivers fiom that set forth in its December 3 1 2002 financial 
statements. Thus, the CFC facility cannot be relied upon as a source of financing in 
adverse circumstances. Moreover, it is the sole source of cash available for unplanned 
cash needs, such as described in Big Rivers' response to Commission Staff's Second 

Request for Information, Item 1 (a). 

Witness) C. William Blackburn 

Item 6 
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PSC Case 2009-00040 
COMMISSION STAFF'S SECOND DATA REQUEST, SCHEDULE A 

March 16,2009 Cash & Cash Equivalent Balance 
Big Rivers Electric Corporation 

Acct DescriDtion Amount 
128.850 Other Special Funds-RUS Counsel Unwind 401,142.34 
128.860 Other Special Funds-Maritime Com. 58,696.82 
131.100 Cash-General 6,071 "87 

135.000 Working Funds 3,725.00 
28,066,613.98 136.000 Temporary Cash Investments 

- 

131.110 Cash-Right of Way 1,000.00 

Cash and Cash Equivalents 28,537,250.01 

Item 6 a Attachment 
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Big Rivers Electric Corporation 
2009 Transmission and A8G Construction 8 Capital Budget 
(includes capitalized interest & labor overheads) 

_- 
1420H008 03/09 Add Gravel to Meade County Substation 14,652 (14,652) 0 
1370H014 09/09 CEHV to Coleman C1 & C2 Teleprotection Replacement 199,788 I 99,788 
1370H006 11/09 Coleman to Newtonville 161 kV Reconductor _______ 613,180 (513,180) 100,ooo 

146,520 - *,520) 0 1370H005 12/10 Cumberland-Caldwell Springs Tap 69 kV Line --__I_ 

w910000 Daviess Co Airport Line Reroute 4,018 (4,018) 0 

a49 
14201-1023 11/09 ,Digital Fault Recorder Upgrade for Reid , 848 , 848 

1370H007 12/09 Cumberland River Crossing Modification 125,269 - 125,269 

1420H022 10109 - Digital Fault Recorder Upgrade for Coleman 923 923 
1420H024 12/09 Digital Fault Recorder Upgrade for Portable -- a49 

-___.--- 

, 

Item 6 c Attachment 
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Big Rivers Electric Corporation 
2009 Transmission and ABG Construction 8 Capital Budget 
(includes capitalized interest B labor overheads) 

WOlProject Est. Date 
Number In-Sewice Description Original Revised 

Grand Total 2009 Transmission and A&G Capital & Construction Budget 18,101,213 (9,898,007) 8,203,206 

Item 6 c Attachment 
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-- 2009 Construction Budget 

__. Proiect 
I370HO 14 

1370H006 

1370H007 

1420H02 1 , 
1420H022, 
1420H023, & 
1420H024 

W8640000 

W8950000 

1370H003 

W8700000 

W9 170000 

1420H007 

W9260000 

W8850000 

1370H008 

-- - Explanation , 

Project was used as an offset in budget for an emergent, higher priority 
project involving the Crider microwave tower replacement which failed 
during the late January ice storm. 

All project expenditures were deferred except for materials already 
purchased and for some staff engineering labor involved in project planning. 
This project involves conductor replacement on an existing transmission 
line to increase its power flow capacity. 

Project is necessary to prevent an existing transmission line river crossing 
structure and foundations from sliding into the river due to bank erosion. 

Budget expenditures in all four projects are for staff labor involved in project 
planning only. 

All project expenditures were deferred except for ongoing right-of-way 
easement legal work associated with court cases. This is a new transmission 
line construction project to meet load demands of the member distribution 
cooperative. 

Project is under construction and all 2009 funding is either committed under 
a contract or previously spent. This is a new transmission line construction 
project needed to meet load demands of the member distribution cooperative. 

All project expenditures shown are for staff labor involved in project 
planning and engineering only. 

Project needs to be completed by July 1,2009 to meet requirements of a new 
EPA regulation. Project is under construction and nearing completion. 

Project is under construction and all 2009 funding is either committed under 
a contract or previously spent. This is a new transmission line construction 
project needed to meet load demands of the member distribution cooperative. 

Project is for replacement of rejected wood poles from pole inspection 
program and are necessary to avoid pole failures and to prevent resulting 
customer outages. 

Project construction is completed. This project involved conductor replace- 
ment on an existing transmission line to increase its power flow capacity. 

Project construction is completed. This project involved conductor replace- 
ment on an existing transmission line to increase its power flow capacity. 

Project was used as an offset in bddget for an emergent, higher priority 
project involving the Crider microwave tower replacement which failed 
during the late January ice storm. 

Item 6 e Attachment 
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2009 Construction Budget (continued) 

Project __ Explanation - 
I420H006 All materials have been purchased, Only staff installation labor expenditures 

remain to be completed. This project involves the replacement of worn out 
161 kV station disconnect switches at the Reid Switchyard. 

1420H025 

1420H002, 
1420H003, 
1420H004 

I420H026 

I3 70H0 17 

W9230000 

I420HO 10 

W9070000 

W9300000 

I3 70HO0 1 

All materials have been purchased. Only staff installation labor expenditures 
remain to be completed. This project involves the replacement of voltage 
transformer units found to have serious insulation deterioration and the same 
type as two units which failed during 2008. 

All three battery systems have at least one bad unit in them and are well past 
the expected battery life. No spare units are available and no direct replace- 
ment units can be purchased. These battery systems provide the power to 
critical transmission line and station protection systems and communication 
systems at each of these stations. 

All materials have been purchased. Only staff installation labor expenditures 
remain to be completed. This project is needed for the same reason as that 
for Project I420H025. 

Project needs to be Completed by July 1,2009 to meet requirements of a new 
EPA regulation. Project is under construction. 

A11 project expenditures were deferred except for purchases of the frequency 
spectrum rights in Big Rivers' service territory and for engineering work 
needed to apply for and receive FCC approval of the spectrum acquisition, 
license assignment to operate a land based system, and specific site licenses 
to meet the design requirements of the two-way radio system. This project 
is necessary due to the difficulty of maintaining existing equipment because 
replacement parts are no longer available and due to a change in the FCC 
regulations effective in 2012 which will necessitate the replacement of the 
existing system equipment. 

Project involves the replacement of current transformers in the revenue 
metering installation at an existing distribution substation of a member 
cooperative to accommodate an upgrade of the main power transformer 
at that station. 

Project was used as an offset in the budget for the emergent, higher 
priority Armstrong Coal Equality Mine electric service project. This is a new 
customer of member distribution cooperative. 

All project expenditures were deferred except for major equipment already 
purchased (i.e. power transformer, power circuit breakers, and voltage 
transformers) and for the purchase of the land for the new station which is 
already committed. This is a new transmission substation construction 
project needed to meet load demands of the member distribution cooperative. 

All project expenditures shown are for staff labor involved in project 
planning and engineering only. 

Item c Attachment 
Page 4 of 6 



2009 Capital Budget 

Item 
Battery Load Tester 

N C  Unit Replacements 

Hoist, Grip, and Rope 
Replacments 

Hydraulic Pump and 
Press Replacement 

Tool Replacements 

Portable Generator (2) 
Replacements 

Typewriter 

314 Ton, 4x4 Crew Cab 
Pickup Truck-Veh.254 

1/2 Ton, 4x4 Ext. Cab 
Pickup Truck-Veg. 
Mgmt. 

Explanation - 
New equipment needed t o  meet NERC Standards pertaining to testing and 
maintenance of transmission line and station protection systems including 
battery banks. 

As needed replacement of failed air conditioning units at system substation 
control and communication buildings. 

As needed replacement of worn out equipment used by staff maintenance 
personnel performing transmission line work. 

Equipment needed for maintaining transmission lines with new conductor 
types and as needed replacement of worn out equipment used by staff 
maintenance personnel performing transmission line work. 

As needed replacement of worn out small hand tools used by transmission 
line and station maintenance personnel. 

As needed replacement of worn out generator units used by transmission 
line and station maintenance personnel during planned or unplanned power 
outages at system substation and communication sites. 

Purchased earlier in 2009. This replaced worn out unit used at transmission 
system maintenance ofice. 

Purchased earlier in 2009. This truck replaced transmission line 
maintenance crew vehicle which had more than 200,000 miles on it. 

Purchased earlier in 2009. This is vehicle for new employee performing 
vegetation management program supervision. 

Item c Attachment 
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2009 Capital Budget 

1. GIs-Personal comuuter/Laptou Reulacements/Server Replacements $185,000 (member 
cooperatives and BRECl 

a. The Geographic Information System (GIS) is used in the member distribution 
cooperatives’ service trucks, line trucks and the Engineering departments as a tool to 
better serve their customers. The data on these include the Customer Information 
System (CIS) Meter Information, Transformer information, Pole information and Outage 
Management System. Additional information relates to Line Sections, kWh and kW 
information, as well as load studies. 

b. It is used to engineer new service installations and to revise existing service facilities. 
c. This system is used by Big Rivers and t h e  member cooperatives to better respond to 

customers inquires/needs, and reduce the time to complete service installations. 
2. Servers, Firewalls, Switches, Computer Eauipment - Disaster Recoverv Center $62,500 

a. This is needed to comply within the NERC Critical Infrastructure Protection (CIP) 
(Transmission Control System) and RUS (Business Systems) requirements for a readiness 
of the disaster recovery center. 

a. Software to track the compliance requirements (NERC/CIP‘s) and alerts to ensure 
completion of required tasks. 

a. Equipment required to ensure security of Big Rivers’ computers via the electronic 
connections from the outside world. 

a. Software needed to increase computer effectiveness and efficiency by permitting 
computers to communicate together for unified com m u nica tions. 

a. Laser Fiche is a document scanning and retrieval system. This system is essential in 
electronic office handling of documents to  retrieve records, reduce storage cost etc. 
This type of system allows quicker response to inquiries from the member distribution 
cooperatives’ customers and cooperative personnel. 

a. This is needed to comply with NERC recommendations, to enable Big Rivers’ engineers 
to access the substation data systems to retrieve information, to  set controls, etc via 
remote electronic communications. 

8. Scanner $10,000 (Alreadv Purchased-Januarv 20091 
a. Scanner used by the Records Management Department to reduce the volume of paper 

records. 

a. This is additional disk space, to be increased based on standard recommendation to 
increase disk capacity if greater than 80% utilization. This Server is used to host the 
Member Cooperatives‘ Customer Relations Management (CRM) system. The CRM site 
allows customers to view customer billing information up to four years as well as PDF’s 
of the last eighteen months of utility bills, payment processing and other functions. 

3. Compliance TrackinF Software (NERC, SERC, CIPS) $50,000 

4. Cvber Securitv Equipment $21,000 

5. Software Tools $20,800 

6. Laser Fiche $15,000 (member cooperatives and BREC) 

7. Remote Access to SOE’s (Sequence of events), Digital Relavs $10,000 

9. Additional Disk for Coop Web Computer $1,500 

Item c Attachment 
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[tern 1-1) 

Response) 

Witness) 

Please provide Big Rivers current cash balance. 

See attached information. 

C. William Rlackburn 

Item 1-1 
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March 16,2009 Cash & Cash Equivalent Balance 
Big Rivers Electric Corporation 

- Acct Descrbtion 
128.850 Other Special Funds-RUS Counsel Unwind 
128.860 Other Special Funds-Maritime Com. 
131.100 Cash-General 
131.110 Cash-Right of Way 
135.000 Working Funds 
136.000 Temporary Cash Investments 

Cash and Cash Equivalents 

Amount 
401,142.34 

58,696.82 
6,071.87 
1,000.00 
3,725.00 

28,066,613.98 

28,537,250.01 
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RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 1-2) Please provide Big Rivers’ 12-month ending TIER and DSC for each 
month from January 2008 to date. Please provide the calculations that support your 
answer. 

Response) 
1-3, Big Rivers has used the following definitions of DSC and TIER: 

For purposes of clarification in responding to this request and KIUC item 

DSC: 
shall mean the ratio of (1) net income (after taxes and after eliminating any gain or loss 
on sale of assets or other extraordinary gain or loss), plus depreciation expense, 
amortization expense, and interest expense, minus capitalized interest not paid from 
operating cash flow, non-cash patronage and non-cash income from subsidiaries 

and/or joint ventures; to (2) all principal payments due within the period on all Long 
Term Debt plus interest expense (all as calculated on a consolidated basis for the 
gpplicable period in accordance with GAAl? consistently applied or the appropriate 
standards of the regulatory agency having jurisdiction over the company) minus 
2apitalized interest not paid from operating cash flow. 

TIER: 
shall mean the ratio of (1) net income (after taxes and after eliminating any gain or loss 
3n sale of assets or other extraordinary gain or loss), plus interest expense; to (2) interest 
zxpenses (all as calculated on a consolidated basis for the applicable period in 
accordance with G A M  consistently applied or the appropriate standards of the 
-egulatory agency having jurisdiction over the company) minus capitalized interest not 
?aid from operating cash flow. 

3ig Rivers attaches its 12-month ending TIER and DSC for each month from January 
I008 through February 2009. However, the testimony of Mr. Seelye from Exhibit 46 at 
>age 22 bears repeating in these circumstances, ‘‘While standard calculations of TIER 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDIJSTRIAL, IJTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQIJEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

md DSC for Big Rivers may appear robust, insolvency will result just as surely fiom a 

lack of cash.” 

Witness) C. William BlackbudWilliam Steven Seelye 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO TJ3E KENTUCKY INDUSTRIAL UTILITY 

CTJSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-3) 
:ach month of 2009. Please provide the calculations that support your answer. 

Please provide Big Rivers’ projected 12-month ending TIER and DSC for 

Response) 

3SC and TIER used in responding to this request. The projected 12-month ending TIER 

md DSC for each month March 2009 through December 2009 are attached. January and 
:ebruary 2009 were included in our response to KIUC item 1-2. Again, Big Rivers notes 

hat however robust TIER and DSC may appear Big Rivers will still become insolvent 
kom a lack of cash at some point in January 20 10 absent the interim rate relief requested. 

see Exhibit 46 at p. 22. 

Please see Big Rivers’ response to KKJC item 1-2 for the definitions of 

Witness) C. William BlackburdWi1lia.m Steven Seelye 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDT JSTRIAL, UTILITY 

CTJSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO RIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-3) 
Each month of 2009. Please provide the calculations that support your answer. 

Please provide Big Rivers’ projected 12-month ending TIER and DSC for 

Response) 

DSC and TIER used in responding to this request. The projected 12-month ending TIER 
and DSC for each month March 2009 through December 2009 are attached. January and 
February 2009 were included in our response to KIUC item 1-2. Again, Big Rivers notes 

that however robust TIER and DSC may appear Big Rivers will still become insolvent 
from a lack of cash at some point in January 2010 absent the interim rate relief requested. 
See Exhibit 46 at p. 22. 

Please see Big Rivers’ response to KIUC item 1-2 for the definitions of 

Witness) C. William Rlackburn/William Steven Seelye 
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Item 1-4) 
agreements. 

Please state Rig Rivers’ minimum TIER and DSC under its RTJS loan 

Response) 

agreements. 
There are no minimum TIER or DSC levels specified in the RUS loan 

Witness) C. William Blackburn 
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[tern 1-5) 

a. 

b. 

C. 

Response) 

Witness) 

With respect to Big Rivers’ $15 million line of credit with CFC: 

How much of that line of credit is currently available to Big Rivers? 

Please provide the loan agreements with CFC. 

How much of that line of credit was available at month end for each 
month from January 2008 to date? 

a. See attached 
b. See attached. 

C. See attached. 

C. William Blackburn 
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FIRST AMENDED ANI) RESTATED 
REVOLVING CREDIT AGREEMENT 

I 
I 
b 

FIRST AMENDED AND RESTATED FSVOLVINCJ CREDIT AGREEMENT (this 
“Agreement”), dated July 14, 2003 between Big Rivers Electric Corporation, (herein called the 
“Borrower”), an electric cooperative organized and existing under the laws of the Commonwealth of 
Kentucky (the “State”), and NATIONAL RURAL UTLITES COOPERATIVE FINANCE 
CORPORATION (herein called “CFC“), a cooperative association incorporated and existing under the 
laws of the District of Columbia. 

RECITALS 

WI-IEREAS, the Borrower and CFC are currently parties to that certain Revolving Credit 
Agreement, dated as of July 15, 1998 (the ‘‘Oz-iO$nal Agreement”); and CFC has agreed to amend, restate 
and supersede in its entire9 the Original Agreement in accordance with the terms and conQtions hereof; 

WMEREAS, the Borrower’s obligations under ths  Agreement and the Note (as defmed below) 
are to be secured by a security interest in certain of the Borrower’s properties granted to the mortgagees 
named in that certain Third Restated Mortgage and Security Agreement (as mended, the “Mortgage”), 
dated as of August 1, 2001, to be amended by the First Amendment thereto, and dated as of July 15, 2003 
(the “Mortgage Amendment”), among the Borrower, CFC, the United States of America acting through 
the Rural Utilities Service (“RUS”), Ambac Assurance Corporation (“Ambac”), Credit Suisse First 
Boston acting through its New York Branch (“CSFBNYB”), U.S. Bank National Association, as Trustee 
(the “Series 2001A Trustee”), PBR-1 Statutory Trust, PBR-2 Statutory Trust, PBR-3 Statutory Trust, 
FBR-1 Statutory Trust, FBR-2 Statutory Trust and Ambac Credit Products, LLC (such parties 
collectively, the “Mortgagees”), as the same has been OT may be M e r  amended, supplemented, restated 
or consolidated; and 

WHEREAS, the Borrower and CFC are currently parties to that certain Thxd Amended and 
Restated Subordination, Nondistwrbance, Attornment and Intercreditor Agreement (as amended, the 
‘Wondisturbance Agreement”), dated as of August 1, 200 1, as amended by the First Amendment thereto 
dated as of August 22, 2002, and to be amended by the Second Amendment thereto and dated as of 
July 15, 2003 (the “Second Amendment”), by and among the Borrower, the Mortgagees, Western 
Kentucky Energy Corp., LG&E Energy Marketing Inc., WKE Station Two Inc., WKE Corp., PBR-1 OP 

FBR-2 OP Statutory Trust, Bluegrass Leasing, Fleet Real Estate, Inc., An4E Investments, LLC and 
CoBank, ACB (all such parties collectively, the “Lenders”), as the same has been or may be further 
amended. supplemented, restated or consolidated. 

Statutory T m t ,  PBR-2 OP StatlAoq Trust: PBR-3 OP Stztutov Trust, FBR-I OP Statutory TNS~, and 

NOW, TIEEFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ATTACHMENT D 
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ARTICLE I 

REPRESENTATIONS AND WARR"LNTIES 

Section 1.1. The Borrower represents and warrants that: 

(a) Good Standing. The Borrower is a corporation duly incorporated and validly existing 
under the laws of the State, is duly qualified in those states in which it is required to be qualified to 
conduct its business and has corporate power to make and perform this Agreement, the Note (as 
hereinafter defined), the Nondisturbance Agreement and the Mortgage, to borrow hereunder and to give 
security as provided for herein and therein. 

(b) Authoritv. The execution, delivery and perfomance of the Borrower of this Agreement, 
the Note (as hereinafter defined), the Nondisturbance Agreement and the Mortgage and the performance 
of the transactions contemplated hereby and thereby have been duly authorized by all necessary corporate 
action and will not violate my provision of law or regulation or the Articles of Incorporation or By-Laws 
of the Borrower or result in a breach of or constitute a default under, any order, decree, agreement, 
indenture or other instrument to which the Borrower is a party or by which it may be bound. This 
Agreement, the Note (as hereinafter defined), the Nondisturbance Agreement and the Mortgage constitute 
the legal, valid and binding obligations of the Borrower. 

(c)  Litipation. Except with respect to or in connection with litigation disclosed on Schedule 1 
hereto, there are no suits or proceedings pending or, to the knowledge of the Borrower, threatened against 
or affecting the Borrower or its properties which, if adversely determined, would have a material adverse 
effect upon the financial condition or the business of the Borrower. The Borrower is not, to its knowledge, 
in default with respect to any judgment, order, rule or regulation of any court, governmental agency or 
other instrumentality which would have a material adverse effect on the Borrower. 

(d) Financial Statements. (i) The Borrower has no contingent obligation or unusual forward 
or long-term commitments except as specifically stated in the fmancial statements of the Borrower as at 
December 31, 2002 or otherwise disclosed on Schedule 1 hereto. (ii) There has been no material adverse 
change in the fmancial condition, operations or (other than matters generally affecting generation and 
transmission cooperatives) business prospects of the Borrower fiom that set forth in the fmancial 
statements of the Borrower as at December 3 1 , 2002 or disclosed on Schedule 1 hereto. 

(e )  Location of Office. The principal place of business of the Borrower and the office where 
its records concerning accounts and the contract rights are kept is identified in Schedule 1 hereto. 

(9 Location of Properties. All counties in which the recordation of the Mortgage in the real 
estate records and/or the filing of the Mortgage in the IJCC records is necessary in order to perfect a 
security interest in all of the Mortgaged Propeny (as defmed in the Mortgage) are identified on Schedule 
1 hereto. 

(9)  No Other Liens. As to the property which is presently included in the description of 
Mortgaged Property (as the term is defined in the Mortgage and exclusive of property released from the 
lien thereof in accordance with the terms thereof, including any property released under the Mortgage 
Amendment), the Borrower has not signed any security agreement or filed or permitted to be filed any 
financing statement with respect thereto, other than (i) security agreements and financing statements 
described in and contemplated by the Mortgage, (ii) any Perrnitted Encumbrances (as defined in the 
Mortgage), and (iii) the LEM Mortgage and the LG&E Subordinated Mortgage (each as defined in the 
Nondisturbance Agreement). 

-2- 
Credit Agreement 

DOCSNYl:911?27.10 UUC 1-5b 
2 bf32 



(h) Required ADProvaIs. No license, consent or approval of any gavemental agency or 
authority is required to enable the Borrower to make or enter into this Agreement, the Note, the 
Nondisturbance Agreement or the Mortgage, or to perform any of its obligations provided for herein or 
therein except (i) those consents or approvals, received prior to the date hereof, from the Mortgagees, and 
(ii) the additional consents or approvals set forth in Schedule 1 hereto. 

(i )  Survival. All representations and warranties made by the Borrower herein or made in any 
certificate delivered pursuant hereto shall survive the m a h g  of the Advances (as hereinafter defmed) and 
the execution and delivery to CFC of the Note. 

Section 1.2. CFC represents and warrants that: 

(a) Good Standine. CFC is a cooperative association incorporated and validly existing under 
the laws of the District of Columbia, is duly qualified in those states in which it is required to be qualified 
to conduct its business and has corporate power to make and perform this Agreement, the Nondisturbance 
Agreement and the Mortgage. 

(b) Authority. The execution, delivery and performance by CFC of this Agreement, the 
Nondisturbaxce Agreement and the Mortgage, and the performance of the transactions contemplated 
hereby and thereby have been duly authorized by all necessary corporate action and will not violate any 
provision of law or regulation or the Articles of Incorporation or By-Laws of CFC or result in a breach of, 
or constitute a default under, any order, decree, agreement, indenture or other instrument to which CFC is 
a party or by which it may be bound. This Agreement, the Nondisturbance Agreement and the Mortgage 
constitute the legal, valid and binding obligations of CFC. 

AR.TICLE II 

Section 2.1. Advances. 

(a) CFC agrees to advance funds to the Borrower pursuant to the terms and conditions hereof 
(each such advance of funds is referred to herein as an “Advance”), provided, however, that the amount at 
any time outstanding under h s  line of credit shall not exceed the CFC Commitment (as defined in 
Schedule 1 hereto). The Borrower may borrow, repay and reborrow f h d s  at any time or from time to 
time for a period up to one hundred twenty (120) months from the date hereof; provided, however, that 
CFC may, in its sale discretion, terminate thx Agreement effective as of the date that is sixty (60) months 
afier the date hereof so long as CFC shall have delivered WrifTen notice thereof to Borrower at least six (6) 
months prior to such date. 

(b) The obligation of the Borrower to repay the Advances shall be evidenced by that certain 
First Amended and Restated Secured Promissory Note of the Borrower dated as of the date hereof (herein 
called the “Note”) in the principal amount of the CFC Commitment. 

1 .  

(c)  Any Advances outstanding under the Origmal Agreement as of the date hereof shall be 
transfened to and deemed to be Advances under this Agreement, with the obligations of the Borrower to 
repay such Advances evidenced by the Note. 

1 
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Section 2.2. Interest Rate and Pavments. 

7 
L 

I 

(a) The Borrower uncon&tionally promises and agrees to pay, as and when due, Interest on 
all amounts advanced hereunder from the date of each Advance and to repay all amounts advanced 
hereunder with interest an the date this Agreement terminates as provided herein. Interest shall be due and 
payable in accordance with CFC’s regular quarterly billing cycles as may be in effect from time to time. 
CFC shall send a payment notice to the Borrower at least five (5) days prior to the due date of any interest 
or principal payment, including any principal payment due at maturity. All amounts shall be payable at 
CFC’s main office at 220 1 Cooperative Way, Hemdon, Virginia 20 17 1-3025 or at such other location as 
designated by CFC from time to time. The interest rate on all Advances will be equal to  the total rate p a  
annum as may be fixed by CFC from time to time, which shall not exceed the Prevailing Bank Prime Rate 
(as defined herein), plus one percent per annum. Interest will be computed on the basis of a 365 day year 
for the actual number of days that any Advance is outstanding. The effective date of an interest rate 
adjustment will be determined from time to time by CFC, provided that no such adjustment may be 
effective on a date other than the first or sixteenth day of any month, and any such adjustment shall 
remain in effect until any subsequent change in the interest rate occurs. 

The “Prevailing Bank Prime. Rate” is that bank prime rate published in the “Maney Rates” 
column of The Wall Street Jour-nal on the publication day immediately preceding the day on which an 
adjustment in the interest rate hereof shall become effective. If The Wall Streef Journal shall cease to be 
published, then the Prevailing Bank Prime Rate shall be detemined by CFC by reference to another 
publication reporting bank prime rates in a similar n m e r .  

(b) Notwithstanding anyfhng contained in this Section 2.2 to the contrary, the entire 
outstanding principal amount of the Note shall mature on the date (“Maturity Date”) that is one hundred 
twenty (120) months from the date hereof; provided, however, that CFC may, in its sole discretion, 
terminate this Agreement effective as of the date that is sixty (60) months after the date hereof so long as 
CFC shall have delivered written notice thereof to Borrower at least six (6) months prior to such date, and 
the Borrower shall pay the outstanding principal amount of the Note, together with interest accrued and 
unpaid thereon, and all other amounts due hereunder, in full, an the Maturity Date.’ The Borrower shall 
have the right, at any time and at its discretion, to repay Advances from time to time on one (1) Business 
Day’s notice to CFC, without premium or penalty. 

(c)  Each payment in respect of the Note shall be applied frst  to fees, if any, then to interest, 
if any, due on the date of such payment and the balance to the reduction of principal due on such date. 

(d) Borrower agrees that for each 12-month period while h s  Agreement is in effect, 
Borrower shall, for a period of at least five consecutive business days, reduce to zero all amounts 
outstanding hereunder. Borrower shall make the first balance reduction within 360 days of the frst 
Advance hereunder. Each subsequent balance reduction shall be made m i h n  360 days of the last day of 
such five-day period. 

ARTICLE IT1 

CONDITIONS OF LENDING 

Section 3.1. Initial Advance. The obligation of CFC to make the initial Advance hereunder is 
subject to satisfaction of the following conditions: 

(a) Documents. CFC shall have been furnished with executed copies satisfactory to CFC of 
this Ageement, the Note, the Mortgage, the Nondisturbance Agreement and certified copies, reasonably 
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satisfactory to CFC, of all such corporate documents and proceedings of the Borrower authorizing the 
transactions hereby and thereby contemplated as CFC or its counsel shall require including, without 
limitation, certified copies of the Borrower’s Articles of Incorporation and By-Lana, certificates setting 
forth the resolutions of the Borrower’s Board of  Directors adopted in respect of the transactions 
contemplated hereby and thereby and a certificate o f  t h e  Bonower in respect of each of the officers who 
is authorized to sign this Agreement, the Note, the Mortgage, and the Nondisturbance Agreement an its 
behalf. CFC shall have received an opinion of counsel for Borrower addressing such legal matters as CFC 
or its counsel shall reasonably require. 

(b) Government Approvd. The Borrower shall have finxished to CFC originals, or true and 
correct copies, certified to CFC’s satisfaction, of the consents referred to in Section 1.101) hereof 
necessary for the execution, delivery or performance by Borrower of this Agreement, the Note and the 
Mortgage. 

(c) Representations and Warranti>. (i) The representations and w*arranties contained in 
Section 1 I 1 hereof shall (except as affected by the transactions contemplated by this Agreement) be true 
on the date of the makmg of the initial Advance hereunder with the same effect as though such 
representations and warranties had been made on such date; (ii) no Event of Default specified in Article V 
hereof and no event specified in Article V hereof which, with the lapse of time or the giving of notice or 
both would became such an Event of Default, shall have occurred and be continuing or will have occurred 
after giving effect to the Advance on the books of the Borrower, and (iii) the Borrower shall have 
delivered to CFC, if requested, a certificate of its chief frnancial officer as to the matters referred to in 
clauses (i) and (ii) above. 

(d) Mortrraee Fil-. (i)The Mortgage Amendment shall have been duly recorded as a 
mortgage on real property, (ii) the Second Amendment shall have been duly recorded, and 
(iii) appropriate UCC financing statements, shall have been duly filed, recorded or inttexed to perfect a 
security interest in all personal property encumbered by the Mortgage wherever CFC shall have 
requested, all in accordance with applicable law, and the Borrower shall have caused satisfactory 
evidence thereof to be hrnished to CFC. 

(e) Requisitions. The Borrower will requisition Advances by notifying CFC in writing of the 
date on which CFC is to make such Advance (which, unless waived by CFC, shall be at least two (2) days 
after the delivery of such notice to CFC), the amount of the Advance and the date on which such Advance 
is proposed to be repaid to CFC (it being understood and acknowledged that such proposed date of 
repayment shall constitute a non-binding, good faith estimate by the Borrower, and that Borrower’s 
obligation for repayment of Advances shall be governed by Article E, above). 

(f) Special Conditions. Any special conditions set forth in Schedule 1 hereto. 

Section 3.2. Subsequent Advances. CFC‘s obligation to make Advances to the Borrower 
subsequent to the initial Advance is subject to (i) fulfillment by the Borrower of all of the conditions 
contained in Section 3.1, (ii) the representations and warranties contained in Section 1 . I  hereof shall be 
tnie on and as of the date of the making of each Advance with the same force and effect as if made on and 
as of such date; and (iii) no Event of Default specified in Article V hereof and no event specified in 
Article V hereof which, with the lapse of time or the giving of notice or both would become such an 
Event of Default, shall have occurred and be continuing or will have occurred after gwing effect to such 
Advance on the books of the Borrower. 

DOCSNY1:911427.10 
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ARTICLE N 

MFLRMATITE COVENANTS 

From the date hereof and until payment in full of the Note and performance of all obligations of 
the Borrower hereunder, the Borrower agrees that it will: 

Membership. R.emain a member of CFC. 

(b) Annual Certificate. Within 60 days after the close of each calendar year, commencing 
with the year fallowing the year in which the initial Advance hereunder shall have been made, deliver to 
CFC a written statement signed by its President or Chief Executive Officer, stating #at said person has 
furnished to the goveming board of the Borrower a report of the activities of the Borrower, and of its 
performance under this Agreement, the Note and the Mortgage during such year, and that to the best of 
said person’s knowledge, the Borrower has fulfilled all of its obligations under this Agreement, the Note 
and the Mortgage throughout such year or, if there has been a default in the fulfillment of any such 
obligations, specifying each such default known to said person and the nature and status thereof. 

( c )  Special Affirmative Covenants. Comply with any and all special affirmative covenants 

Location of Office and Properties. Advise CFC promptly of any changes in the 

set forth in Schedule 1 hereto. 

(d) 
information furnished in Schedule 1 hereto pursuant to Sections 1.1 (e) and (0 hereof. 

AR.TICLE V 

EVENTS OF DEFAULT 

Each of the following shall be an Event of Default under this Agreement: 

(a) Representations and Warranties. Any representation or warranty made by the Borrower in 
Section 1.1 hereof or in any certificate furnished to CFC hereunder shall prove to have been untrue or 
incorrect in any material respect at the time made or deemed made hereunder, be unfme or incorrect in 
any material respect and remain uncured; 

(b) Payment. Default shall be made in the payment of or on account of interest on or 
principal of the Note when and as the same shall be due and payable, whether in connection with a 
prepayment, by acceleration or otherwise, and such payment default shall have continued for a period of 
five ( 5 )  days; 

(c )  Bankruptcy. A court having jurisdiction in the premises shall enter a decree or order for 
relief in respect of the Borrower in an involuntary case under any applicable bankruptcy, insolvency or 
bther similar law now or hereafter in effect, or appointing a receiver, liquidator, assignee, custodian, 
trustee, sequestrator or similar official, or ordering the winding up or liquidation of its affairs, and such 
decree or order shall remain unstayed and in effect for a period of 90 consecutive days or the Borrower 
shall commence a voluntary case under any applicable bankruptcy, insolvency or other similar law now or 
hereafter in effect, or under any such law, or consent to the appointment or talung possession by a 
receiver, liquidator, assignee, custodian or trustee, of a substantial part of its property, or make any 
general assignment for the benefit of creditars; 

DOCSNYI :911427.10 
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(d) Cornorate Existence. ”he Borrower shall forfeit or otherwise be deprived of its co~porate 
charter, &anchises, permits, easements, ar licenses required to cany an any materkd portion of its 
business and, to the extent that the loss or termination of such corporate charter franchises, permits, 
easements or licenses is involuntaq, Borrower shall (i) fail to promptly contest such loss or termination 
and seek to reinstate such charter, franchses, permits, easements or licenses, or (ii) fail to cause such or 
such charter, franchises, permits, easements or licenses to be reinstated within ninety (90) days afier the 
date of such loss or termination; or 

(e)  Cross Defaul_t. There shall occur an Event of Default, as such term is defined in the 
Mortgage, and, in the case of the Mortgage, any Mortgagee thereunder shall exercise my right or remedy 
available to such Mortgagee pursuant to the Mortgage; provided that this clause (e) of Article V shall not 
apply to any such Event of Default that is existing as of the date of execution of this Agreement and 
disclosed on Schedule 1 hereto. 

ARTICLE SI  

REMEDIES 

If any of the Events of Default listed in Article V hereof shall occw after the date of this 
Ageement and shall not have been remedied, then CFC may cancel the CFC Commitment and decline to 
niake any filrther Advances hereunder, declare the unpaid principal amount of the Advances and interest 
thereon and all other amounts payable hereunder or under the Note due and payable (whereupon such 
amounts shall immediately become due and payable) and/or pursue all rights and remedies available to 
CFC that are contemplated by the Mortgage in the respectiw manner, upon the conditions and with the 
effect provided in the Mortgage, including, without limitation, a suit for specific performance, injunctive 
relief or damages. Nothing herein shall be construed to limit the right of’CFC to pursue all rights and 
remedies available to a creditor following the occurrence of an Event of Default listed in clause (e) of 
ArticleV hereof. Each right, power and remedy of CFC shall be cumulative and concurrent and not 
exclusive of any remedies provided by law, and recourse to one or more rights OT remedies shall not 
constitute a waiver of any other right, power or remedy. 

ARTICLE VI1 

MISCELLANEOUS 

Section 7.1. Notices, All notices, requests and other communications provided far herein 
including, without limitation, any modifications of, or waivers, requests or consents under, this 
Agreement shall be given or made in writing (including, without linxtation, by telecopy) and delibered to 
the intended recipient at the “Address for Notices” specified below; or, as to any party, at such other 
address as shall be designated by such party in a notice to each other party. Except as otherwise provided 
in t h i s  Agreement, all such communications shall be deemed to have been duly gwen if personally 
delivered or upon receipt by telecopier or mail, in each case given OT addressed as provided for herein. 
The Address for Notices of the respective parties are as follows: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: General Counsel 
Fax number: (703) 709-6774 

Big Rivers Electric Corporation 

-7- 
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201 Third Street 
Henderson, Kentucky 42420 
Attenti on: 
Fax number. (270) 827-2558 

President and Chief Executive Officer 

Section 7.2. Expenses. To the extent permitted by the Mortgage, the Borrower will pay 
promptly upon receipt of an invoice therefor all costs and expenses of CFC, including reasonable fees of 
outside counsel, incurred in connection with the enforcement of this Agreement, the Note, the Mortgage, 
and the other instruments provided for herein or With the preparation for such enforcement if CFC has 
reasonable grounds to believe that such enforcement may be necessary. 

Section 7.3. Late Payment Charees. If payment of any principal and/or interest due under the 
terms of the Note is not received by CFC within five ( 5 )  calendar days of when due, the Borrower will 
pay to CFC, in addition to all other amounts due under the tenns of the Note and this Agreement, any late 
p a p e n t  charge as may be fixed by CFC from time to t h e ,  which shall not exceed the average late 
payment charge QC charges its other borrowers. 

Section 7.4. Filing Fees. To the extent permitted by law, the Borrower agrees to pay all 
expenses of CFC (including the reasonable fees and reasonable expenses of its outside counsel) in 
connection with the filing or recordation of all financing statements and instruments as may be required 
by CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation of any document or instrument in connection herewith. Borrower agrees to save hamless and 
indemnify CFC from and against any liability resulting from the failure to pay any required documentary 
stamps, recordation and transfer taxes, recording costs, or any other expenses reasonably incurred by CFC 
in connection with h s  Agreement. The provisions of this Section and of Section 7.2 shall survive the 
execution and delivery of this Agreement and the payment of all other amounts due hereunder. 

Section 7.5.  Setoff. In addition to any rights now or hereafter granted under applicable law 
and not by way of limitation of any such rights, upon and after the occurrence of any Event of Default 
listed In Article V hereof, CFC is hereby authorized by the Borrower, at any time or fsom time to time, 
subject to the terms of the Mortgage and the Nondisturbance Agreement, to the extent applicable, without 
notice to the Borrower or to any other person, any such notice being hereby expressly waived, to set off 
and to appropriate and to apply any and all deposits (general or special, includmg but not limited to, 
indebtedness evidenced by commercial paper, whether matured or m a t u r e d )  and any other indebtedness 
at any time held or owing by CFC to or for the credit or the account of the Borrower against and on 
account of the obligations and liabilities of the Borrower to CFC under this Agreement and the Note, 
including, but not limited to, all claims of any nature or description arising out of or connected with this 
Agreement, regardless of whether or not CFC shall have made any demand hereunder or CFC shall have 
declared the principal of and interest on the Note and other amounts due hereunder to be due and payable 
as p e t t e d  by Art~cleVI and although said obligations and liabilities, or any of them, shall be 
contingent or unmatured, and pending any such setoff or appropriation or application, to hold amounts of 
all deposits as collateral. 

Section 7.6. No M7aiver. No failure OR the part of CFC to exercise, and no delay in exercising, 
m y  right hereunder shall operate as a waiver thereof nor shall any single or partial exercise by CFC of 
any right hereunder preclude any other or further exercise thereof or the exercise of any other right. 

DQCSNY1:91 1427.10 
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Section 7.7. GOVERNING LAW; SURTSDICTION; WAIVER OF JURY TRIAL. 

(a) THE PERFORMANCE AND CONSTRUCTION OF ?'HIS AGREEMENT SHALL BE 
GOVERNED BE', AND CONSTRUED IN -4CCORDANCE V m ,  THE LAWS OF T€€E 
COMMOWEALW OF VIRGINi.4. 

(b) BORROWER E R E B Y  SUBMITS TO TW4 NONEXCLUSIVE JURISDICTION OF 
THE UNlTED STATES COURTS LOCATED IN VIRGINIA AND OF M7 STATE COURT SO 
LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING 
TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED KEREBY. BORROWER 
IRREVOCABLY WANES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR EREAFTER HA.VE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCK PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

(c) EACH OF THE BORROWER CFC HEREBY IRREVOCABLY WAIVES, TO 
THE FULLEST EXTENT PERMJTTED BY APPLICABLE LAW, ANY AND ALL, RJGHT TO TRL4L 
BY JURY n\r ANY LEGAL PROCEEDING AR-ISING OUT OF OR RELATING TO TKIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

Section 7.8. Holiday Payments. If any payment to be made by the Borrower hereunder shall 
become due on a day which is not a Business Day such payment shaIl be made on the immediately 
preceding Business Day and such reduction of time shall be included in computing any interest in respect 
of such payment, 

Section 7.9. Modifications. No modification or waiver of any provision of '&IS Agreement or 
the Note and no consent to any departure by the Borrower therefrom shall in any event be effective unless 
the same shall be in writing, The Borrower may not assign its rights hereunder or under the Note. 

Section 7.10. Merger and Internation. This Agreement, the attached exhibits and schedules, 
and matters incorporated by reference contain the ent.ire agreement of the parties hereto with respect to 
the matters covered and the transactions contemplated hereby. 

Section 7.11. Headinzs. The headings and subheadings contained in the titling of this 
Agreement are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 7.12. Schedule 1. Schedule 1 attached hereto is an integral part of this Agreement. 
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IN WJTNESS WHEmOF, the parties hereto have caused this Agreement to be duly executed as 
of the day and year first above written. 

- 

By: 

Title: 

NATIONAL R W  UTILITES 
COOPERATIVE FINANCE CORPORATION 

By: 

Title: 

KIUC 1-5b 
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V m s S  %-OF, the parties herein have caused this Agreement to be duly executed as 

v 
_ _ _ ~  

of the day and year first above written. 

BIG RIVERS ELECTRJC CORPOUITON I 
n 

By:- --- 

Title:. - -- 

I .- Attest: ,-_-._- 

I 
1 1 1 '  

b. (SEAL) 

RONIT KIMBROUGH 

N-4TIQNAL RURAL UTILkLES 
COOPERATIVE FTNANCE CORPOU'TION 

Tide:-ASS1S-SURER 
KRISHNA S. MURTHY 
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3 *. 
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3. 
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8 

4. 

SCBEDULE 1 

n e  purpose of this revolving credit facility is to finance the Barrower's short term working 
capital needs. 

The Litigation referred to in Section 1 .l(c) is described on Exhibit A hereto, 

The financial obligations/changes referred to in Section I.l(d) are as follows ($ in Thousands): 

Based upon a letter from Western Kentucky Energy Carp. (TYKE), an affiliate of LG&E Energy 
Carp. (LEC), dated August 16, 2001, wherein WKE waived all residual value claims for certain 
ordinary capital expenditures (described and defmed in the LEC lease documents as Non- 
Incremental Capital Costs) in excess of the approved annual capital budget, Big Rivers recorded 
$4,232 of lease revenue and $158 of depreciation expense In 200 1. "he associated balance sheet 
irnpact was to increase net utility plant $4,353 and other deferred credits $279. Pursuant to a Big 
Rivers' September 19, 2002, letter to the RUS, and the response dated November 4,2002, it was 
determined that any capital asset of this name should not be reflected on Bi, 0 Rivers' financial 
statements. Accordingly, the accompanying fmancial statements as of and for the year ended 
December 31, 2001, have been restated to reduce previously reparted lease revenue, net utility 
plant, depreciation expense and other deferred credits. A summary of the effects of the 
restatement follows : 

As Previously 
As Restated Reported - 

December 31,2001: 
Utility plant, net s; 875,990 S; 871,637 
Other deferred credits 45,415 45,136 
Equities (deficit) (324,611) (328,685) 

Year ended December 3 1,200 1 : 
Lease revenue $ 57,904 53,672 
Depreciation expense 27,607 27,449 
Electric operating marm& 80,625 76,55 1 
Net rn.ar,gin 20,8 70 16,796 

Zncluded with their letter to  Big Rivers dated January 15, 2003, LG&E Energy Marketing 
invoiced Big Rivers for certain generation-based ancillary sexvices (spinning and supplemental 
operating reserves) they claim % X E C  provided Big Rivers in connection with Si, 0 Rivers' S B A  
power purchases and other non-LEM power purchases from July 1998 through December 2002 in 
the amount of $2,727. While the LGgLE Transaction documents require Big Rivers to pay the 
invoiced amount, Big Rivers disputes this billing and will seek reimbursement of most, if not all, 
of such amount. As the amount for which Big Rivers is ultimately liable caanot yet be 
determined or reasanably estimated, the a c d  has been made in the balance sheet as of 
December 31,2002, but has not impacted the statement of operations for the year then ended 

The principal place of business of the Borrower referred ta in Section I. 1 (e) is 20 1 Third Street, 
Henderson Kentucky 42420. 

Credit Agreement 
-~ KlUC I-3b 

12 of32 DOCSNY1:911427.10 

-.-I+. . c, 



I 
I 

5. The counties referred to in Section l.l(fl are: B r e c k d g e ,  Caldwell, Crittenden, Daviess, 
Hancock, Henderson, Hopkins, Livingston, Meade, McCraken, Ohio, Union and Webster in the 
State of KentucAy. 

6. The term “CFC Commitment” as used shall mean fifteen million dollars ($15,000,000) in 
maximum aggregate principal amount outstanding under the loan to the Borrower at any one time 
under t h i s  Agreement, provided, however that the amount available for Advances shall be 
reduced by the aggregate mount of any letters of credit issued by CFC at the request of the 
Borrower under the terms, conditions and provisions of (i)that certain First Amended and 
Restated Letter of Credit Application and Agreement between the Borro.arer and CFC, dated as of 
even date herewith, as the same may be amended or restated fkom time to time and (ii)that 
certain’ Line of Credit. Reserve Authorization, executed and delivered by the Borrower to CFC, 
dated as of even date herewith, as the same may be amended or restated from time to time. 

I .  The term “Business Day” as used herein shall mean any day that both CFC and the depository 
institution it utilizes for funds transfers hereunder are open for business. 

8. The entities referred to in Section 1.101) are: (i) the Kentucky Public Service Commission and 
(ii) RUS, the approval of each of which has been received prior to the date hereof. 

9 .  The special conditions referred ta in Section 3.l(f) are as follows: Borrower shall have granted to 
CFC a lien on the Mortgaged Property (as defined in the Mortgage) that is (i) a first priority lien 
on a pari pmsu basis with Ambac, CSFBNY’B and the Series 2001A Trustee, and (ii) prior in 
right to the lien of the Government and the 2000 Mortgagees (as defined in the Mortgage). Said 
conditions shall be deemed satisfied upon recordation of the Mortgage Amendment as provided 
in Section 3.l(d) hereof. 

10. The Special AfFurmative Covenant(s) referred to in clause (c) of Article IV are as foUows: None 

1 1. The existing Event(s) of Default (as defined in the Mortgage) referred to in clause (e) of Article V 
are as fallows: None. 

i 
1 
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EXHIBIT A 

LITIGATION 

1. fn Re: Big Rivers Electric Corporation, Case No. 96-41 165, United States 
Bankruptcy Court, Western District of Kentucb, Owensboro Division; Case No. 4:01CV-49: 
United States District C o r n  Western District of Kentucky, Owensboro Division. 

On September 25,1996, Big Rivers fled a petition under Chapter 11 of the 
Bankruptcy Code. Big Rivers remained in possession of its assets and continued to operate its 
business as a debtor in possession. On June 9, 1997, the Bankruptcy Court confirmed Big 
Rivers’ plan of reorganization, and on June 1,1998, the Bankruptcy Court approved 
modifications thereto. The plan was consummated July 17, 1998. The United States District 
Cout for the Western District of Kentucky subsequently withdrew the reference of Big Rivers’ 
b d m p t c y  case, and on November 14,2002 the District Court entered a Final Decree closing 
the case. 

Numerous proofs of claim were filed by creditors of Big Rzvers in the bankruptcy 
proceeding. Except for the claims discussed below, all such claims were resolved prior to 
January 1,2002: 

(a) J. Raxter Schilling Claim: Following consummation of the modified 
plan of reorganization, J. Baxter Schilling, the examiner appointed in the case (the “‘Examiner”), 
filed his final fee application covering the period fiom October 18, 1996 through October 12, 
1998 (the “Final Application”). The Final Application requested total compensation of $4.41 
million, with credit for fees previollsly paid to the Examiner on an hously rate basis, plus 
reimbursement of out-of-pocket expenses. For services rendered f?om October 18, 1996 
through October 12, 1998, Big Rivers paid the Examiner hourly fees of $530,928.75. Thus, the 
Examiner sought a $3,879,071.25 enhancement of the amount paid to hun on an hourly basis. 
Big Rivers objected to the Final Application. In addition to objecting to the fee enhancement, 
Big Rivers objected to approval of the hourly fees and expenses charged by the Examiner for 
pursuing that enhancement (the “Enhancement Fees”). 

On March 26, 1999, the Bankruptcy Cout. entered an order and supporting 
memarandurn awarding the Examiner base compensation of $527,641 and an enhancement of 
$2,110,564, for total compensation of $2,638,205 (the “Fee Order”). The base compensation 
approved by the Bankruptcy Court included the Enhancement Fees to whch Big Rlvers had 
objected. 

By order entered August 24,2000, the District Court reversed the Bankruptcy 
Court’s award of a fee enhancement to the Examiner. Big Rivers Electric Corporation v. J. 
Baxter Scbrlling, Case Number 4:99CV-118-M, IJnited States District Court, Western Disti5ct of 
Kentuck-J~. The District Court also held that fhe Examiner must refund the Enhancement Fees to 
Big Rivers, and remanded the Examiner‘s Final Application to the Bankruptcy Court to 
determine the mount  of those fees (the “Partial Disgorgement Proceeding”). The District Court 
also remanded the Examiner’s Final Application to the Bankruptcy Court to determine whether 
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the Examiner should be required to refund to Big Rivers all fees previouslj7 paid to him because 
of certain improper fee agreements with certain creditors (the “Total Disgorgement 
Proceeding”). 

a 
~~ -- 

The E~amina  had also appealed from the Bankruptcy Court’s fee enhancement 
order, claiming that he was entitled to interest on the award and that he was not required to credit 
against the award fees which Big Rivers was required to pay him on a monthly basis far the 
period after October 12, 1998. The District Court ruled that, since no portion of the allowable 
fee remained unpaid, the Examiner was not entitled to interest on his fee award. The District 
Court also found that the Bankruptcy Court intended that the Examiner not be paid any 
additional fees for work performed after October 12, 1998. However, since it reversed the fee 
enhancement awarded by the Bankruptcy Court., the District Court held that the Examiner may 
be  entitled to additional compensation for certain services performed after that date. Big Rivers 
has paid those fees monthly except for approximately $5,700 which remains unpaid at this time. 

The Examiner appealed the decision of the District Court to the Sixth Circuit 
Court of Appeals. By order entered January 12,2001, the Court of Appeals dismissed the appeal 
because the District Court’s order was not yet h a l  and appealable. Big Rivers Electric 
Corporation v. 5. Baxter Schilling, Case No. 00-6560, United States Court of Appeals for the 
Sixth Circuit. 

After October 12, 1998, Big f ivers  continued to pay the Examiner monthly 
interim compensation as required by previous orders of the Bankruptcy Court. When the 
Bankruptcy Court entered the Fee Order awarding the Examiner “ h a l  compensation”, Big 
h v e r s  ceased making monthly payments to the Examiner. On July 15,1999, the Bankruptcy 
Court entered an order requiring Big Rivers to continue paying the hourly rate fees of the Law 
Firm of J. Baxter Schilling (the “Examiner’s Counsel”) on a monthly basis for the period after 
October 12, 1998. Big Rivers appealed that order. The District COW affinned the order, but 
held that in considering any final application for compensation, the Bankruptcy Court should 
disallow any fees c h q e d  by the Examiner’s Counsel for pursuing or defending the Examiner’s 
fee enhancement or for other services not beneficial to the bankruptcy estate. Rig h v e r s  Electsic 
Corporation v. J. Baxter SchilZing, Case No. 4:99CV-175-M, United States District Court, 
Western Disfrict of Kentucky. Neither party appealed that mling of tbe District Coilrt and the 
ruling is noW final. 

After it remanded the Examiner’s Final Application to the Bankmptcy Court to 
conduct the Partial Disgorgement Proceeding and the Total Disgorgement Proceeding, the 
District Court withdrew the reference of Big Rivers’ entire bankruptcy case to conduct those 
proceedings itself. Big h v e r s  subsequently moved the Distjlct Court to modi@ the Bankruptcy 
Court’s July 15, 1999 order to relieve Big Rwers of the obligation to pay the Examiner’s 
Counsel on a montl-dy basis. By order entered April 12,2001, that motion was granted. Except 
for approximately $5,76632 in fees for the period August 18,2000 through November 2 1: 2000, 
Big Rivers has not paid the Examiner’s Counsel’s fees for the period since August 18,2000. If 
the Examiner succeeds, or if the Examiner prevails in the appeals to the Sixth Circuit Court of 
Appeals described below, the Examiner’s Counsel may seek additional fees for the period after 
Augist  18: 2000. 
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r h the Total Disgorgement Proceeding and the Partial Disgorgement Proceeding, 
the District Court held that the Examiner must disgorge all fees paid to him. On September 6, 
2002, the District Court entered a jud-gment granting the total disgorgement motions of the R.mal 
Utilities Senice and the .U.S. Trustee and the partial disgorgement motion of Big hve r s ,  and 
denying the final fee applications the Examiner and the Examiner’s Counsel. The jud,ginent 
provided that Big Rivers recover fkom the Examiner and the ExamFner’s Counsel #e sum of 
$9.3 1,075.50, with interest thereon at the legal rate from the date of the jud-merit until paid. 
(This was the mount recoverable by Big Rivers on the total disgorgernent motions of the Rural 
Utilities Senrice and the US. Trustee. The amount recoverable by Big k v e r s  on its partial 
hsgorgement motion was subsumed within this amount.) The Distsict Court subsequently 
awarded Big Rivers $3,452.38 in costs incurred in the Partial Disgorgement Proceeding 

Tbe Examiner and the Examiner’s Counsel appealed the reversal of his fee 
enhancement and the disgorgement ruling. In re: Big Rivers Electric Corporation, United States 
Cow of Appeals for the Sixth Circuit, Consolidated Case Nos. 02-6212,02-6213,02-6338,02- 
6340,02-6341, and 02-6344; and In re: Big R i ~ e r s  Electric Corporation, United States Court: of 
Appeals for the Sixth Circuit, Case No. 02-6347. The parties are in tbe process of briefing the 
issues on appeal, and final briefs are due April 2 1,2003. The Court of Appeals’ decision on the 
disgorgement issue may involve the exercise of the Court’s discretion with respect to  the scope 
of disgorgement. Its decision on the fee enhancement issue may tusn on vigorously disputed 
facts. For these reasons, we are unable t.0 evaluate the risk of an unfavorable outcome in these 
appeals. In the event of an unfavorable outcome, the potential loss to Big Rivers would be the 
$2,110,564 enhancement, plus possible interest and additional hourly fees of the Examiner and 
the Exminer’s Counsel. 

(b) Monte Hatfield Claim: Mk. Hatfield pursued a claim against the disability 
insurance carrier (Fortis) which terminated h s  disability benefits. Mr. Hatfield’s counsel 
indicated that Mr. Hatfield did not desire to pursue any action against Big Rivers until the 
conclusion of his action against Fortis. On February 18,2000, a final judgment was entered in 
that suit (Monte C. Hatfield v. Fortis Benefits Insurance Coinpany, Case No. 4:97-CV- 17-M, 
U S .  District Court, Western District of Kentucky, Owensboro Division.). All of the claims of 
Hatfield were denied. No appeal was taken. The banliruptcy court previously entered an agreed 
order between Mr. Hatfield and Big Rivers allowing claim number 68 as amended by claim 
number 114 to the extent that a non-bankruptcy court may, in the future, determine Big kvers  to 
be liable on the claim. To date, no further action has been taken by MI-. Hatfield regarding the 
claim in any non-bankruptcy court or by brin_$.ng on for hearing his union grievance filed in 
1995 that he was wrongfully terminated. 

_. 7 Green River Disposal Superfund Site. 

The United States Environmental Prot.ect.ion Agency (“EPA”) informed Big h v e r s  
Electric Corporation by letter dated October 33, 1991, that Big Rivers has been ideniified as one 
of approximately 150 parties potentially liable for damages under federal law with respect to the 
Green River Disposal Superfund Site. The federal law under which EPA is proceeding is the 
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Comprehensive Environmental Response, Compensation and Liability Act of 1980,42 USC 
59601: et seq., as amended (“CERCLA”). As applied to the Green River Disposal Superfund 
Site, the basic purpose of CERCLA is to provide funding and enforcement authority for cleaning 
up hazardous waste sites created in the United States in the past 

Pursuant to a CERCLA 6106 order issuedby EPA on April 13,1990, four companies 
(General Electric Corporation, T7c” R. Grace & Company, Athlone Industries, Inc., and 
Commonwealth Aluminum Company) formed the Oreen River Disposal Site Coordinating 
Committee (the “Committee”), which undertook activities at the site to mitigate immediate 
threats purportedly posed by the release or threatened release ofhazardous substances into tbe 
environment; The Committee expended approximately $4.65 million to stabilize the site and to 
develop a remedial investigation/ feasibility study at & e  site. 

Big Rivers joined a second group of potentially responsible parties, known as the Green 
River R.eview Conunittee, which negotiated a settlement with fhe Corn i t t ee  regarding the 
extent of its participation in the site costs incurred through the remedial in.irestigationlfeasibility 
study. Big Rlvers’ share through the remedial investigation/ feasibility study stage was 
approximately $16,000, and the Green River Review Committee has been dissolved. 

The Environmental Protection Agency issued its Record of Decision (ROD) in this matter 
on December 14, 1994. The ROD prescribes the remedies which EPA has found appropriate for 
the site. Although there has been no si-gificant activity in its litigation since 1997, the next step 
in connection with the site will likely be the issuance by EFA of orders requiring potentially 
responsible parties to accept responsibility for the costs of implementing the chosen remedy. 
Those costs a e  estimated in excess of $12 million. Although EPA was put on notice of Big 
Rivers’ banliruptcy filmg, it did not file a proof of claim. Therefore, Big Rivers’ liability to EPA 
may have been discharged. 

Big R.wers is vigorously defending its position in this administrative action. The latest 
estimate of the volume of waste contributed to the total site waste by Big Rivers is less than one 
percent, making Big Rivers a de minimis PRP. However, liability under CERCL4 is joint and 
several. Because the cost of implementing a remedy at the site and Big Rivers’ ul6xnat.e share in 
that cost are unknown and undetem~bable, we cannot evaluate the amount or range of Big 
Rivers’ potential liability. 

3. LG&E Energy Carp. Matters 

a. By letter dated July 15, 1999, Western Kentucky Energy COT., a subsidiary of LG&E 
Energy COT., (“WKEC”) notified Big Rivers of claims arising from the alleged breach by Big 
Rivers of certain representations and warranties, as set forth in the ageements among Big 
Rivers, v\rKEC, and other LG&E Energy Corp. subsidiaries or affiliates entered into in 
connection with the LG&E Transaction. 

The letter alleges that the condition of the Wilson Station storm water nmoff pond and 
the condition of the Reid combustion turbine generator were not as represented by Big Rivers 
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under the warranties and representations contained in the LG&E Transaction agreements, The 
claim of misrepresentation regarding the Reid combustion turbine generator has been wdzved by 
v\?KEC. 

Big Rivers and WKEC exchanged correspondence and met on several occasions 
regarding the alleged breach of warranties and representations about the condition of the Wilson 
Station storm water runoff pond. WKEC estimated that its total claim would be S;1,62 6,222.23. 
If WKEC were awarded this amount after arbitration with Big Rivers under the dispute 
resolution procedures of the Participation Agreement, Big Rivers would also be responsible for 
the costs of the arbitration, includng the reasonable attorney’s fees of WKEC. Management has 
vigorously defended against this claim. 

r 
I 

In accordance with the contractual disput.e resolution process applicable to this dispute, 
Big River paid lV?&ECC the portion of its claim that had been demanded, and then began 
proceedings to recover those mounts. A verbal settlement of this claim has been reached that 
fixed Big Rivers’ liability at S; 1.20 million, which is less than the amount already paid to WKEC. 
Big Rivers and TXEC are negotiating the detail o f  the agreement settling this matter. 

b. By letter dated January 15,2003, LG&E Energy Marketing, Inc. r‘LEM’) asserted that 
Big Rivers owed it $2,7 16,560.00 for generation-based ancillary senrices LEM contends that it 
provided Big Rivers since July 1998 under the tenns of its tariff and the July 15, 1998, Power 
Purchase Agreement between Rig Rivers and LEM. Big Rivers and LEM have reached a verbal 
settlement of this dispute, in accordance with w h c h  Rig Rivers will pay LEM $2,223,860 for the 
ancillary services in dispute for the period from July 15, 1998, through May 31,2003, and will 
pay monthly for such services incurred in the future. The parties are negotiating the details of 
the settlement agreement that will incorporate these tern=. 

4. Kenneth Neal and Sandra Neal v. The Rabcock & cor cox Company, 
Babcock & WiXcox Construction Co. Inc., Big Rivers Electric Corporation, Western 
Kentucky Energy Corp., LG&E Energy Carp., and The Unknown Defendant(s), Civil 
Action No. 02-CI-00053, Webster Circuit Court 

Thjls personal injiqj  action arises out of an injury that occurred to Kenneth Neal on 
March 17, 2001 vcrhile he was workmg for an independent contractor at Rig Rivers’ G-reen 
Station. The action was filed on March 5,2002. Western Kentucky E n e r g  Corp. (“V4K.E”) 
maintains general liability insurance coverage, subject to certain levels of self-insurance by 
VlrKE, on Big Rivers’ Y generating facilities, including Green Station, under the New Participation 
Agreement Among Big h v e r s  Electric Corporation, LG&E Energy Marketing, Inc., Western 
Kentucky Leasing Corp., MKE Station 2, Inc., And Western Kentucky Energy COT. Dated 
April 6, 1998 (the ‘%Jew Participation Agreement”). The New Participation Agreement provides 
far Big Rivers to be an additional insured- Big Rivers has a right of contractual indernnification 
from T ; v K E  for claims, liabilities, damages, costs and expenses arising from WKE’s operation of 
Big R~vers’ plants, including Green Station, pursuant to Section 18.2 of the New Participation 
Agreement. 
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The case is in the discovery stage. Management intends to vigorously defend the action 
for as long as it remains a pa.rty. Rig Rivers, WKE and LG&E previously moved for summary 
jud,ment on the ground that the plaintiffs’ claims are b m e d  by the exclusivity provisions of the 
Kentucky Workers’ Compensation Act. The court denied these motions, but Big Rivers, ‘WKE 
and LG&E intend to renew the motions after further discovery is conducted. Plaintiffs’ claims 
are primarily based on the theory of product liability. Mr. Neal sustained serious injuries, 
including partial amputation of a leg, but there are si,gCb.nt issues regarding liability, 
comparative negligence and apportionment of liability among the defendants. No party has, at 
this time, disclosed any expert witness. 

5 .  James Clark and E. June Clark vs. AB& Inc, et aL, Cause No. 49D02-9601-MI- 
0001-793, Marion, Indiana Superior Court. 

On or about February 4, 2003, Big Rivers was joined as a defendant with numerous other 
entities in this suit for damages sustained as a result of allegations that James Clark, age 82, was 
diagnosed with terminal malignant pleural mesofhelioma in November 2002. ”he  plaintiffs 
claim this medical condition to be due to exposure to asbestos products primarily while James 
was employed as a field service en,heer for Westinghouse Electric Corporatian from 1946 to 
1986 when he retired. Mr. Clark claims exposure to asbestos at Big kve r s ’  plants in Hawesville 
fiom 1970-1972; Henderson from 1973-1974; and Livermore h r n  1982-1983. On February 4, 
2002, the Clarks filed their complaint, which is now a claim within a Master Complaint as 
numbered above. Big Rivers’ insurance carrier has assumed defense of this matter under a 
reservation of rights. 

6. Industrial Contractors, Lnc V. FLS mi l jo ,  Inc., Western Kentucky Energy 
Corp,, Big Rivers Electric Corporation, United States of America, acting through the 
Administrator of the Rriral Utilities Services, as successor t o  t h e  Administrator of the 
Rural Electrification Administration, Ambac Assurance Corporation, NationaI Rural 
Utilities Cooperative Finance Corporation, PBR-I Statutory Trust, PBR-2 Statutory Trust, 
PBR-3 Statutory Trust, FBR-1 Statutory Trust, FBR-2 Statutory Trust, Ambac Credit 
Products, LLC, Credit Suisse First Boston, LG&E Energy Marketing, be., T T X E  Station 
Two, h c .  and WE33 Corporation, Hancock Circuit Court, Civil Action No. 03-CI-31. 

In late January and early February of 2003, industrial Contractors, Inc. and PSI? Industries 
asserted mechanic’s and materialman‘s liens in the amounts of $2,808,596.97 and $534,671.90, 
respectively, against property owned by Big Rivers in Hancock County, K.entucky, on which Big 
fivers’ Coleman generating station is located. Zndustrial Contractors: Inc. subsequently filed the 
above-captioned action to enforce the mechanics’ lien, and joined in the action Big Rivers and all 
of Big Rivers’ creditors. The principal parties to this action have entered into a settlement 
ageement, and counsel for Big Rivers has been advised by caunseI for Industrial Contractors, 
Inc. that the mechanics’ liens will be released, and this action will be dismissed withm a matter 
of days. 
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F” AMENDED ANI) RESTATED 
SECURED PRQMLSSORY NOTE 

S15,000,000.00 July 14,2003 

ATTACHMENT E 

hllJC, 1-3D 
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FOR VALUE RECETVED, Big Rivers Electric Corporation, a Kentucky rural. electric 
coopmtive (the ”Borrower”), hereby promises to pay, without setoff, deduction, recoupment or 
counterclaim, to the order of NATIONAL RURAL UTILITES COOPERAlXiE FINANCE 
CORPOMTION (the “’Pavee”), at the Payee’s main office, or such other place as may be desi,mted by 
Payee, in lawful money of the IJnited States a n d  Fn immekately available funds, the principd sum of 
FIFTEEN h4XLLION DOLLARS ($15,000,000), .or such lesser amount as shall equal the sum of the 
agregate unpaid principal amount of all Advances made by the Payee pursuant to the Credit Agreement 
(as defined below) on the dates provided therein (except that if not sooner paid, any balance shall be due 
and payable on the Maturity Date, as defined below) with interest thereon in &e money from the 
respective dates of each Advance (as defined in the Credit Ageement), at the interest rate and dates 
provided for in said Credit Agreement, together with any other amount payable under the Credit 
Agreement. The Maturity Date hereof shall be the earlier o f  the date that is (a) one hundred twenty (120) 
months after the date hereof, and (b) sucty (60) months after the date hereof, but only if Payee shall 
have terminated the Credit Agreement effective as of such date in accordance with Section ?~l (a )  
of the Credit Agreement. 

This Note is secured under that certain Third Restated Mortgage and Security Agreement dated as 
of Aqyst I, 2001, to be amended by the First Amendment thereto, dated as of July 15, 2003, among the 
Borrower, the Payee, the United States of America acting throuh the Rural Utilities Senice, Ambac 
Assurance Corpration, Credit Suisse First Boston acting through its New Yo& Branch, U.S. Bank 
National Association, as Trustee, PBR-1 Statutory Trust, PBR-2 Statutory Trust, PBR-3 Sratutory Trust, 
FBR-1 Statutory Trust, FBR-2 Statutary Tmst and Ambac Credit Products, LLC, as the same has been or 
may be further amended, supplemented, restated ar consolidated (the “Mortcraoe”). This Note is the Note 
referred to in the First Amended and Restated Revolving Credit Agreement dated as of the date hereof, 
between the Payee and the Borrower, as amended Erom time to time (the “Cre&t Aseement”), and 
evidences Advances thereunder. Capitalized terms used in t h i s  Note have the respective meanings 
assigned to them in the Credt Agreement. 

Upon the occurrence of an Event of Default, the principal hereof and accrued interest hereon may 
be declared to be forthwith due and payable in the respective manner, upon the conditions and with the 
effect provided for in the Credit Agreement and the Mortgage. 

The Borrower waives demand, presentment for payment, notice of dishonor, protest, notice of 
protest, and notice of non-payment o f  this Note, and all other notices virhich under applicable law the 
Borrower may waive, except as otherwise expressly provided In the Credt Agreement. 

This First Amended and Restated Secured Promissory Note is intended to amend, restate and 
supersede in its entirety that certain Secured Promissory Note dated as of .Tuly 15, 1998, executed by 
Borrower in favor of Payee. 



IN WlTNESS WHEREOF, the Borrower has caused this Note to be signed in its corporate name 
and its corporate seal to be hereunto affixed md to be attested by its duly authorized offrcers, all as of the I 

~ 

I 
i 
I 

day and year first above Written. 

L4ttes t:------ 

Date: J u l y  1 4 ,  2003 
(Secretary) 

-2- 
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LETTER OF CREDIT APPLICATION AND AGREEMENT 
(Master Facility) 

Name and Address of Applicant: 

BIG RIVERS ELECTRIC CORPOWllTlON 
201 Third Street 
Henderson, Kentucky 42420 - 
Attn: President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by Applicant from time to time as provided hereunder. 

Date of this Application and Agreement: January 30, 2009 

A. Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
(‘CFC) to issue one or more irrevocable letters of credit for its own account in favor of the 
beneficiary or beneficiaries requested by Applicant from time to time as provided hereunder under 
the terms and conditions stated herein. 

5.- In consideration of the issuance by CFC of a Letter of Credit (as hereinafter defined), 
Applicant hereby agrees with CFC to the following terms and conditions which constitute a valid 
and binding agreement between Applicant and CFC. 

Definitions: For purposes of this Agreement, the following capitalized terms shall have the 
following meanings (such definitions to be equally applicable to the singular and the plural form 
thereof). All terms not otherwise defined herein shall have the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, 2003, by and between 
Applicant and CFC bearing CFC loan designation KY062-R-5101 (as amended, the “Line of Credit 
Agreement”). 

“DSC Ratio” shall mean the ratio determined as follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or ofher 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures: and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

‘6TIER” shall mean the ratio determined as follows: for any calendar year add: (I) net income 
(after taxes and after eliminating any gain or loss on sale of assets or other extraordinary gain or 
loss), plus interest expense; and divide the sum so obtained by the sum of (2) interest expenses 
(all as calculated on a consolidated basis for the applicable period in accordance with GAAP 
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consistently applied or the appropriate standards of the regulatory agency having jurisdiction 
over the company) minus capitalized interest not paid from operating cash flow. 

I. Letter of Credit Facility: The maximum aggregate amount of letters of credit which may be 
issued hereunder is Fifteen Million Dollars ($7 5,000,000.00) ("Letter of Credit Facility"). Within this 
amount and subject to the limitation set forth in Section 3, Applicant may request, and National 
Rural Utilities Cooperative Finance Corporation ("CFC") shall issue, letters of credit to such 
beneficiary or beneficiaries as may be requested by Applicant from time to time under the terms 
and conditions of this Letter of Credit Application and Agreement (the "Agreement"). 

Each such request shall be in writing and substantially in the form of Exhibit A hereto. Each such 
letter is referred to herein as a "Letter of Credit". Each Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the "Letter of 
Credit Amount"). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be available for issuance of additional Letters of Credit during the 
term of this Agreement. 

2. Amendment to Existing Letter of Credit Facility. On and after the Effective Date no 
additional letters of credit shall be issued under the terms of that certain First Amended and 
Restated Letter of Credit Application and Agreement (Master Facility) bearing CFC loan 
designation, KYO62-L-9001, dated July 14, 2003 with an effective date of July 15, 2003, as 
amended (the "Prior Facility"). Letters of credit issued under the Prior Facility shall remain 
outstanding and subject to the terms, conditions and provisions of the Prior Facility until their 
expiration or until they are otherwise terminated, at which time the Prior Facility shall be deemed 
canceled, with no further action required of either CFC or Borrower to effect such terminatjon. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement or 
the line of credit agreement which is to replace the Line of Credit Agreement upon the 
termination of Borrower's lease, power purchase agreement and other arrangements with 
subsidiaries of E.ON U.S. LLC (formerly LG&E Energy LLC) (such replacement agreement, is 
referred to herein as the "Replacement Credit Agreement), shall be referred to herein as the 
"Available Amount". 

Applicant agrees that it shall not request the issuance of, nor shall CFC be obligated to issue, a 
Letter of Credit hereunder unless the Available Amount is equal to or greater than the sum of (i) 
the total Letter of Credit Amounts of all issued and outstanding Letters of Credit, plus (ii) the Letter 
of Credit Amount requested, provided, however, that so long the Prior Facility has not been 
cancelled pursuant to Section 2 hereof, Applicant agrees that it shall not request the issuance of, 
nor shall CFC be obligated to issue, a Letter of Credit hereunder unless the Available Amount is 
equal to or greater than the sum of (1) the total Letter of Credit Amounts of all issued and 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit issued and then 
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outstanding under the Prior Facility, plus (iii) the aggregate amount of unpaid Draws (as defined in 
the Prior Facility) under any letter of credit issued under the Prior Facility and plus (iv) the Letter of 
Credit Amount requested 

Applicant hereby agrees not to request any Advance (as defined in the Line of Credit Agreement 
until replaced by the Replacement Credit Agreement, then upon such replacement, as defined 
in the Replacement Credit Agreement) under the Line of Credit Agreement (until replaced by the 
Replacement Credit Agreement, then upon such replacement, under the Replacement Credit 
Agreement) if the effect of any such Advance would be to reduce the Available Amount below the 
sum of the Letter of Credit Amounts reflected in all issued and outstanding Letters of Credit plus 
the sum of the letter of credit amounts reflected in all issued and outstanding letters d credit 
issued under the Prior Facility. 

4. Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, but in no event 
shall such date be later than February 28, 2010. Provided that no default hereunder by the 
Applicant has occurred and is continuing, CFC's obligation to issue any Letter of Credit under this 
Agreement shall remain in effect until the date that is February 27,201 0. 

5. Effective Date: The Effective Date of this Agreement is set forth on the signature page hereof, 

6. CFC Letter of Credit Designation: The first Letter of Credit issued hereunder shall bear CFC 
designation KYO62-L-9002-001. Each subsequent Letter of Credit issued hereunder shall be 
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a "Draw"), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw request will be honored after CFC's close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFCs obligation to issue a Letter of Credit is conditioned upon CFCs receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) cet2ified copies of all such 
corporate documents and proceedings of the Applicant as CFC may require authorizing the 
transactions hereby contemplated; (c) true and correct copies of all certificates, authorizations and 
consents of any regulatory authorii necessary for the execution, delivery or performance by the 
Applicant of this Agreement; (d) an executed line of credit reservation authorization executed in 
favor of CFC; and (e) an opinion of counsel for the Applicant addressing such legal matters as 
CFC shall reasonably require. 

9. Irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in a Letter of Credit, and without regard to any contrary instructions 
Appiicant may hereafter give to CFC. 
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10. Legal Representatives. Applicant agrees that CFC shall have no liability to the Applicant or 
to any other person for honoring drafts presented in accordance with the terms hereof and 
contained in a Letter of Credit which may be presented by the administrator, trustee in bankruptcy, 
debtor-in-possession, assignee for the benefit of creditors, liquidator, receiver or other legal 
representative of the Beneficiary. 

11. No Liability. CFC shall have no liability for, and the Applicant’s repayment and other 
obligations hereunder shall not be affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
such  drafts, statements or documents should in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes  beyond CFC‘s control. 

12. Fees. 

A. Annual Facility Fee. On the Effective Date set forth below, and at each anniversary 
da t e  thereof (“Anniversary Date”) for so long a s  this Agreement is in effect, there shall be due 
and  payable to CFC a nonrefundable facility fee (“Facility Fee”). Applicant shall pay the Facility 
Fee to CFC promptly upon receipt of an  invoice from CFC relating thereto. The initial Facility Fee  
shall be expressed in a number of basis points (hundredths of a percentage point) of the 
aggregate amount of the Letter of Credit Facility. The  amount of the Facility Fee shall be 
determined as of the Effective Date se t  forth below in accordance with CFC’s credit policies and 
practices as of said date. Subsequent Facility Fees  shall be expressed in the same manner, in 
amounts determined in accordance with CFC’s credit policies and  practices in effect a s  of each 
appiicable Anniversary Date. Any increase in the Facility F e e  shall be effective only as of an  
Anniversary Date. The Facility Fee  shall be prorated for any year in which this Agreement is not 
in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

B. Issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
nonrefundable fee (“Issuance Fee”). The Issuance Fee  shall be in an amount determined in 
accordance with CFC’s credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the  Issuance Fee shall be due  and 
payable annually and shall be in an amount determined in accordance with CFC’s credit policies 
and  practices in effect as of each  anniversary of the date  of issuance. Applicant shall pay the 
Issuance F e e  to CFC promptly upon receipt of an invoice from CFC relating thereto. The 
Issuance F e e  shall be prorated for any year in which the Letter of Credit is not outstanding for 
the entire year. 

In addition to  the above fees, Borrower shall pay, as and when due, such additional fees as may 
be charged from time to time by CFC for issuing amendments to or transferring any Letter of 
Credit issued hereunder, and  any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank o r  financial institution. 
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13. Repayment. 

A. CFC shall notify Applicant promptly of e a c h  (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement that  is made  to pay a Draw referred to in clause 
C of this Paragraph 13. 

B. Upon receipt of notice by Applicant from CFC that a Draw has  been made, Applicant 
shall pay, in lawful money of the United States, without setoff, deduction, recoupment or 
counterclaim, to the  order of NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, at its office in Hemdon, Virginia or such other offices as CFC may designate, 
the principal sum of the aggregate unpaid principal amount of such Draw (the "Draw Amount"), 
a n d  interest as hereinafter provided on all amounts remaining unpaid hereunder from the date 
of such Draw in like money at said office (the "Interest Amount"). The Interest Amount shall be 
d u e  and payable in accordance with CFC's regular billing cycles as may be  in effect from time to 
time. CFC shall send a payment notice to Applicant at least five days prior to the due  date of 
such Interest Amount. 

C. If, prior to the  close of business on the day that any  Draw h a s  been made, Applicant has 
not paid the Draw Amount to CFC, Applicant hereby authorizes CFC to make an Advance under 
the Line of Credit Agreement (until replaced by t h e  Replacement Credit Agreement, then upon 
such replacement, under the Replacement Credit Agreement) in an amount equal to the Draw 
Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such day is 
not a day  that both CFC and the depository institution CFC uses for funds transfers are open for 
business, then the Advance shall be made on the next day that both CFC and the depository 
institution CFC uses for funds transfers are open for business. 

D. In the event that for any reason, a Draw is not repaid with the proceeds of an Advance 
under t h e  Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon s u c h  replacement, under the Replacement Credit Agreement) a s  described herein, 
Applicant shall pay such Draw and the Interest Amount no later than one  year from t he  date of 
such  Draw. 

14. interest. The  interest rate on all Draws will be  equal to the total rate per annum a s  published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 
basis of a 365 day year for the actual number of days that any Draw is outstanding. The effective 
date of a n  interest rate adjustment will be determined From time to time by CFC, and shall remain 
in effect until any subsequent change in the interest rate occurs. 

15. Prepayment. Applicant may, at  any time, make prepayments of the principal amount of a n y  
Draw, together with any interest accrued thereon. 

16. Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
Interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it Fails to 
comply with clause C of this Paragraph 13 or if it fails to comply with Paragraphs 19 and 20 of 
this Agreement. Upon default, Applicant agrees that (a) CFC's obligation to issue Letters of Credit 
hereunder shall terminate without liability to CFC, (b) all amounts outstanding under this 
Agreement shall become immediately due and payable in full with accrued interest, (c) CFC may 
exercise rights of setoff o r  recoupment and apply any a n d  all amounts held, or hereby held, by 
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CFC or owed to the Borrower or for the credit or account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would otherwise be 
returned to Borrower; and (d) CFC may, in addition thereto, exercise any other remedies available 
to it under applicable law. Applicant hereby expressly waives demand, presentment for payment, 
notice of dishonor, protest, notice of protest, and notice of non-payment, and all other notices that 
m 

17. Required Notices. Applicant agrees that, so long as any amount due is outstanding under 
this Agreement, Applicant shall promptly notify CFC (a) of any delinquency or default on any of its 
debt, including but not limited to money borrowed, debt evidenced by securities issued, or any 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 
its sole and absolute discretion, that such delinquency or default, or such inaccurate financial 
information materially increases CFC's risk of repayment hereunder, CFC may exercise all 
remedies available to it under applicable law, including but not limited to acceleration of all 
amounts due hereunder. 

' 

18. Right of Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and from time to time, without prior notice to the Applicant, to exercise 
rights of setoff or recoupment and apply any and all amounts held, or hereafter held, by CFC or 
owed to the Applicant or for the credit or account of the Applicant against any and all of the 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any such 
setoff or recoupment and the application thereof, provided that the failure to give such notice shall 
not affect the validity of such setoff, recoupment or application. The rights of CFC under this 
section are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. Applicant waives all rights of setoff, deduction, recoupment or 
counterclaim. 

19. Financial Ratios; Design of Rates. The Borrower shall achieve a DSC Ratio of not less than 
1 .O and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction 
subject only to an order from a governmental authority properly exercising jurisdiction over the 
Borrower. 

20. Financial information. Applicant will cause to be prepared and furnished to CFC a full and 
complete report of its financial condition and operations as of the end of the Applicant's fiscal 
year in form and substance satisfactory to CFC, audited by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year. Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 
Applicant's monthly and quarterly financial Statements, and a copy of Applicant's annual audit 
report. Monthly statements shall be furnished within thirty (30) days after the end of the month and 
quarteriy statements shall be furnished within thirty (30) days after the end of the quarter. The 
foregoing requirements shall survive the making of Draws hereunder and the expiration of a Letter 
of Credit until all sums due under this Agreement have been paid in full. 

21. Late Fee; Collection Costs. If payment of any principal and/or interest due under the terms 
of this Agreement is not received at CFC's offices in Hemdon, Virginia, or such other place as 
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CFC may designate, within 5 business days after the due date thereof, Applicant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies of general application. Applicant further agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

22. GOVERNING LAW SUBMISSION TO JURISDICTION; WAIVER OF JURY TRIAL. 

THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

APPLICANT HEREBY SUBMITS TO THE NONEXCLUSIVE JURISDICTION OF THE UNITED 
STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO LOCATED FOR 
PURPOSES OF ALL LEGAL PROCEEDINGS ARfSlNG OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. APPLICANT 
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMIITED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant at 
the address and telecopy number stated above, and to CFC at: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdon, Virginia 20171-3025 
Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. AI1 communications shall 
be deemed to have been duly given when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as provided for herein. 

$7. Miscellaneous. No modification or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be in 
writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covered and the transactions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be found or held invalid or unenforceable by any 
governmental agency or court of competent jurisdiction, such invalidity or unenforceability shall not 
affect the remainder of such term, provision or condition nor any other term, provision or condition, 
and this Agreement shall survive and be construed as if such invalid or unenforceable term, 
provision or condition had not been contained therein. 
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IN WFtNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above M e n .  

BIG RIVERS ELECTRIC CORPORATION 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

Chair of the Board 

(SEAL) 

By: 
\ 

Attest: NN SHANKRQFF 
A?$stant Secretary-Treasurer " 

Effective Date (to be filled in by CFC): 
z - 2 * - o q  
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EXHIBIT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 201 71 -3025 
Attn: Nazir  Rostom 

Re: National Rural Utilities Cooperative Finance Corporation ("CFC") 
Master Letter of Credit Facility No. KYO62-L-9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a letter of credit 
under the above-referenced master facility with the  following terms: 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned. 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 

By: 

Name: 

Title: 

Date: 
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UHIBIT B 
FORM OF LElTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUMBER ((LoanNumber)) 

Date: ((LetterDate)) 

Amount: ((AmountText)) Dollars ($((AmountNumber)).OO) 

Letter of Credit Expiration Date: ((ExpiryDate )) 

Beneficiary Name and Address: 

(( BeneficiaryName)) 
((BenefAddressLinel )) 
~BenefAddressLine2)) 

Name of Applicant: 

((ApplicantName)) 
((AppAddressLinel )) 
~AppAddressLine2)) 

Issuer: National Rural Utiiities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Herndon, Virginia 201 71 -3025 Attention: ((AVPNamen 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance with the terms and conditions herein against sight drafts 
presented at the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ((LoanNumbern, dated ((LetterDaten" , and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Benefiaary 
reading as follows: "The amount claimed under this Letter of Credit as represented by the sight 
draft enclosed herewith is due and payable because (a) payment is due to ((BenefidaryName)) 
from ((AppiicantNamen pursuant to [REASON FOR PAYMENT], (b) ({ApplicantName)) has not 
made such payment, (c) ((BeneficiaryNamen has made written demand upon ((ApplicantNarne)) 
for payment, and (d) payment pursuant thereto has not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 
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We hereby agree with you that sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above. Payment of any draft drawn under this Letter of Credit in an amount less than 
the maximum amount available hereunder shall be recorded by us on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (I 993 Version), International Chamber of Commerce Publication No. 500 
('YJCP"). As to matters not governed by the UCP, this Letter of Credit is governed by the laws of the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

By: 
Assistant Secretary-Treasurer 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDTJSTRIAL, UTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-6) With respect to Big Rivers $2.5 million unsecured line of credit with CFC: 

a. How much of that line of credit is currently available to Big Rivers. 

b. Please provide the loan agreements with CFC. 

Response) a. 
CFC. However, Big Rivers’ ice storm damages are estimated at $2.4 million and this 

unsecured line of credit will be drawn down for that purpose. This line of credit was part 
of emergency line of credit arrangements offered by CFC to cooperatives affected by the 

catastrophic ice storm and can only be used for that purpose. Further, this line of credit 
requires that all Federal Emergency Management Agency funds received in connection 

with that damage be applied to payoff any arnounts drawn. 

Big Rivers has not yet drawn on the $2.5 million line of credit with 

b. See attached. 

Witness) C. William Blackburn 

Item 1-6 
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REVOLVING LINE OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
February 20, 2009 , between BIG RIVERS ELECTRIC CORPORATION 

("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01 For purposes of fhis Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment' shall have the meaning as defined in Schedule 1 hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but'if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined as follows: for any calendar year add (I) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 
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“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof. ~- 

“Event of Default’’ shall have the meaning as described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

“Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind, including, without limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and any secured transaction under the Uniform 
Commercial Code. 

“Line of Credit” shall mean the line of credit extended by CFC to the Borrower, 
pursuant. to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date” shall mean the date set forth in Schedule 1 hereto. 

“Obiigations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to  become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined as follows: for any calendar year add: (I) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all as calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus capitalized interest not paid from operating 
cash flow. 
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ARTICLE II 

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing .  The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do  business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

B. Authority; Validity. T h e  Borrower has  the power and authority to enter into this 
Agreement; to make the  borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the  obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the  
Borrower, which has  not been obtained is required a s  a condition to the validity or enforceability 
hereof or thereof. 

l h i s  Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors' 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements .  The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be  in conflict with, result in a breach of or constitute (with due 
notice and/or lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or  other instrument, or result in the  creation or imposition of any Lien 
upon any of the property or a s se t s  of the Borrower. 

The  Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes,  T h e  Borrower has  filed or caused to be filed all federal, state and local 
tax returns which are  required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments ,  and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments,  and governmental charges and levies 
have become due, except for such taxes, assessments,  and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been se t  aside. 

E. Licenses  a n d  Permits .  The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

-~ -- 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower’s 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower a s  at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower as at said date and said statement of operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except as specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

1. Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower’s knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the Borrower in connection herewith (all such documents, certificates and financial 
statements, taken as a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower piirsuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due  and 
payable in full. ~ _______- 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest a s  follows: 

A. Interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due,  interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
soaner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments as and when due as provided for herein. All amounts shall be 
payable at CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC Line of Credit Rate as  published by CFC and in effect from time to time. Interest 
will b e  computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to iimit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability ta 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay t h e  outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be  required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
gavernmental body. 

Section 3.06 RESERVED. 
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~~ -_____ Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the Consummation of the 
transactions hereby contemplated shall be satisfactory to counsel for CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, ( i i )  certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as CFC shall require, (i i i )  an opinion 
of counsel for the Borrower addressing such legal matters as  CFC shall reasonably require, and 
(iv) all other such documents a s  CFC may reasonably request. 

C. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

D. Representations and Warranties. The representations and warranties 
contained in Article I 1  shall be true on the date of the making of each Advance hereunder with 
the same effect a s  though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the  books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower’s ability to perform its obligations hereunder. 

E. Requisitions. Borrower will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 1200 noon local time 
at CFC’s offices in Herndon, Virginia on the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information as it may reasonably 
require prior to funding the Advance request. 

F. Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule I hereto. 
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ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule 1 hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i) any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries; 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(iii) the occurrence of an Event of Default hereunder, or any event that, with 
the giving of notice or lapse of time, or both, would constitute an Event of 
Default. 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (I 20) days of the end of each of the Borrower's fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC, including without: limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 
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F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves as determined in good faith 
by Borrower have been established and are being maintained. 

G. Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.01 The following shall be "Events of Default" under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement furnished to CFC hereunder or under any of the other Loan Documents shall prove to 
be false or misleading in any material respect. 

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
tinder the Line of Credit within five (5) Business Days after the due date thereof. 

C. Other Covenants. 

( i )  Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01 .A, 5.01 .C, 5.01.D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

( i i )  Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrower by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or ( i i )  
be in breach or default with respect to any other term of any evidence of any other indebtedness 

F. 

with parties other than CFC or of any loan 
thereto which breach or default continues 
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-~~ grace period, if the effect of such faiiure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

_____ __ 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts, under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law a s  now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts a s  they become due,  or shall take any action 
to authorize any of the foregoing. 

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as  will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of the Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $100,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

CFC LOCAGMT 
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ARTICLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

Cease making Advances hereunder; 

Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obiigations to be immediately due  and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

Pursue any other rights and remedies available to CFC at law or in equity. 

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

ARTICLE VIII 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
CFC LOCAGMT 
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(a) or (b) above in each case given or addressed as provided for herein. The Address for 
Notices of each of the respective parties is as follows: . ~ _  - -- 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address set forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any af 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as  CFC may designate to the 
Borrower, within five ( 5 )  Business Days after the due date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the Loan Documents, any late payment 
charge a s  may be fixed by CFC from time to time pursuant to its policies of general application 
a s  in effect from time to time. 

Section8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments as may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith, 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in Connection with this 
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Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts due hereunder. ~~ 

I__________ 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recorded or maintained) as to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any other or further exercise thereof or the exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEAL.TH OF VIRGINIA. 

(8) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF 'THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMUTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
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-~ - 
THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.1 1 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties a s  a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Documents, the terms and provisions of this Agreement shall control. 

Section 8.1 1 Survival; Successors  and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and  vice versa. 

Section 8.1 3 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement, 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceabiiity shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed a s  if such invalid or unenforceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the  benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section &'I7 Schedule 4 .  Schedule 1 attached hereto is an integral part of this 
Agreement. 
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I ’  

- IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 
By: I 

Attest: -‘ Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) By: Nazir Rostom 
Assistant Secretary-Treasurer 

4 

Effective Date: k t h ~ C % . v r x ” . ~ ~ ( t o  be filled in by CFC) 

Loan Number: KY062-R-5103 
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SCHEDULE I 
~ 

1. 

2. 

3. 

4. 

5 .  

6. 

7. 

8. 

The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower’s electric utility operations. 

The aggregate CFC Commitment shall mean $2,500,000.00, 

Maturity Date shall mean the date twenty four (24) months from the Effective Date. 

The date of the Borrower’s balance sheet referred to in Section 2.01 .G. is December 31, 
2007. During 2008, primarily as a result of Big Rivers execution a buyout of its leveraged 
lease (reducing cash $107.1 million), Big Rivers‘ cash and cash equivalents balance 
decreased from $148.9 million to $35.6 million. 

The Governmental Authority referred to in Section 2.01.H. is: Kentucky Public Service 
Commission. 

The special conditions referred to in Section 4.01 .F. are a s  follows: None 

The special covenants referred to in Section 5.01 .I.  are as  follows: 

(a) The Borrower shall apply the proceeds of all financing from the Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the “Emergency Financing”) to repay Advances with interest 
as provided for herein; and 

(b) 
less than 1.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The address for notices to the Borrower referred to in Section 8.01 is PO Box 24, 
Henderson, KY 4241 9, Attention: PresidentlCEO, Fax: 270-827-2558. 

The Borrower shall achieve a DSC Ratio of not less than 1 .O and a TIER of not 
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26 
27 
28 
29 
30 
31 
32 
33 

BIG RIVERS ELECTRIC CORPORATION'S 
RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CUSTOMERS, INC.'S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-7) 
CFC: 

With respect to the $3 million of additional unsecured financing fiom 

a. How much of that financing is currently available to Big Rivers? 

b. Please provide the loan agreements with CFC. 

Response) a. There is no "$3 million of additional unsecured financing from 
CFC." During the course of the discussions with CFC regarding the availability of an 
zmergency unsecured line of credit through CFC to assist with the expenses of the 
Eatastrophic ice storm experienced in western Kentucky in late January and early 
February of 2009, before Big Rivers quantified its line of credit requirements, it was 
informed that CFC would be unwilling to lend Big Rivers more than $3 million 
unsecured. The amount eventually requested by Big Rivers and agreed to by CFC for the 
zmergency unsecured line of credit was $2.5 million. 

b. See Response to KIUC 1-6. 

Witness) C. William Rlacakburn 

Item 1-7 
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29 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CTJSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO RIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 1-8) 
or received from CFC over the last twelve months. 

Please provide all documents, memos, presentations or e-mails provided to 

Response) The attached documents represent all documents, memos, presentations or 
e-mails provided to or received from CFC over the last twelve months related to the $2.5 
million CFC line of credit, the $1 5 million CFC line of credit, or the $3 million CFC 
borrowing option. Big Rivers has made a good faith investigation to identifj and 
produce all information that is responsive to this data request. If Big Rivers subsequently 

discovers additional information responsive to this data request that has not been 
produced with this response, this response will be supplemented to provide that 
information. 

Witness) C. William Blackburn 
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From: Mark Hite 
Sent: Thursday, February 26, 2009 5:35 PM 
To: ’Nazir Rostom’ 
Subject: RE: Big Rivers 

Thanks again. You’re a dandy. 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 26, 2009 3:54 PM 
To: Mark Hite 
Subject: Re: Big Rivers 

We got it. 

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 02/26/2009 01 5 2  PM CST 
To: Nazir Rostom 
Subject: RE: Big Rivers 

Please do me a great favor ... as soon as CFC executes the new $15 million letter of credit 
facility, please shoot me an email. That way, we can immediately commence issuing letters of 
credit thereunder. I understand a couple of counterparties are nagging us. Thanks! 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.caop] 
Sent: Thursday, February 26, 2009 8:19 AM 
To: Mark Hite 
Subject: Re: Big Rivers 

KWC 1-8 
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Thanks Mark for the update. We are glad to hear that PSC's approval is not needed for the letter of credit 
renewal. As for the unwind, we will hang tight and wait for the order. 

We look forward to receiving your fed-ex. 

Have a good day. 

Best, 

Nazir 

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 0212512009 05:04 PM CST 
To: Nazir Rostom 
Subject: Big Rivers 

I have good news and bad news. First the good news. This afternoon the PSC confirmed the 1- 
year CFC $1 5 million letter of credit facility was exempt from needing their approval. So, I'm 
sending the document set via Fed Ex to you this evening. Look forward to receipt of executed 
document set. The bad news is that we now hear the PSC will likely not be issuing the Order on 
the Unwind for between 7 to 21 days. 

Talk to you soon. Have a wonderful evening with your wife, your 3 year old, and the one in the 
oven. 

Mark 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

-.. . . - ... 

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

Friday, February 20, 2009 3:35 PM 

Regarding the $2.5 million ELOC, other than the CFC Line  of Credit Rate on any Advances, are there any other 
fees? Don’t see anything in the document, but wanted to confirm. Thanks! 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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Mark Hite 

From: 
Sent: 

So bject: 
~- To: 

Mark Hite 
Thursday, February 12,2009 11:08 AM 
'Nazir Rostom' 
RE: KY062-R-5103 documents 

To address my concern, may I suggest adding the following sentence to Schedule 1: 

During 2008, primarily as a result of Big Rivers execution a buyout of its leveraged lease 
(reducing cash $107.1 million), Big Rivers' cash and cash equivalents balance decreased 
from $148.9 million to $35.6 million. 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

- .- "- - - Original Message----- 
From: Mark Hite 
Sent: Thursday, February 12, 2009 10:ll AM 
To: 'Nazir Rostom' 
Subject: RE: KY062-R-5103 documents 

Having just hung up from speaking with you, please allow me to follow-up. My comments 
were due to 2.01 G. Financial Statements indicating there has been no significant change 
10 that balance sheet other than that disclosed to CFC in writing. So, am wondering about 
the 2008 leveraged lease buyout. If you're saying CFC is aware o f  the buyout and the 
impact it had, then shouldn't Schedule 1 say SO? 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Nobile 270-577-6815 
Fax 270-827-2558 

----- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 9:49 AM 
To: Mark Hite 
Cc: Krishna Murthy; Philomena Donaldson; Thomas Hall 
Subject: RE: KY062-R-5103 documents 

Thanks Mark for the compliment. 

Best, 

Nazir 

Nazir Rostom 
9VP, Structured Finance 

2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 

JRUCFC 
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(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Mark Hite 
<Mark.Hite@bigriv 
ers. corn> 

02/12/2009 10:35 
AM 

To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

Krishna Murthy 
<Krishna.Murthy@nrucfc. coop>, 
Thomas Hall 
<Thomas.Hall@nrucfc.coop>, 
Philomena Donaldson 
<Philomena.Donaldson@nrucfc.coop> 

RE: KY062-R-5103 documents 

cc 

Subject 

Your assistance and turn-around on this ELOC request has been awesome. Big Rivers 
sincerely appreciates CFC’s business partnership. Will be in touch. 
Thanks so much! 

ark A. Hite 
Jice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-6815 

----- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 8:51 AM 
To: Mark Hite 
Cc: Krishna Murthy; Thomas Hall; Philomena Donaldson 
Subject: Fw: KY062-R-5103 documents 

Mark, 

Attached below are the loan agreement and board resolution. Please follow the instruction 
below to send us the executed documents. Should you have any question, please do not 
hesitate to contact me. 

Best, 

Nazir 

“lazir Rostom 
T, Structured Finance 

AUCFC 
2201 Cooperative Way 
Herndon, VA 20171 

2 
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(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Forwarded by Nazir Rostom/CFC on 02/12/2009 09:47 AM ---I- 

James 
Jab 1 ons k i / C FC 

02/11/2009 04:31 
PM 

To 
Nazir Ros t om/CFC@ CFC 

Krishna Murthy/CFC@CFC, Philomena 
Donalds on/CFC@CFC 

KY062-R-5103 documents 
Subject 

We are pleased to inform you that National Rural Utilities Cooperative Finance Corporation 
(CFC) has approved a new credit facility for your company. The CFC documents for the 
facility are enclosed f o r  execution. 

As a condition of CFC's credit commitment, all of the attached documents must be 
executed by your cooperative and received by CFC within 90 days of the date of this 
correspondence. CFC's credit commitment is dependent upon the execution of the CFC 
documents by your cooperative and their receipt 
and acceptance by CFC. CFC will notify you after its receipt of the 
documents regarding the status of this facility. 

Please note that the attached documents have been transmitted only to your cooperative. 
If you would like us to send a copy to your attorney or if you have any other questions, 
please contact me or the legal department contact listed in the enclosed instructions. 

Please review the enclosed instructions for information on the number of copies of each 
document to be printed, executed and returned to CFC. 

Any changes made to the documents to be executed by your Cooperative (i.e., the Loan 
Agreement, Note, Security Agreement, etc.) without the prior written consent of CFC shall 
invalidate all documents. 

We at CFC appreciate the opportunity to do business with you and look forward to serving 
your financial needs in the future. 

Please mail your executed documents to: Legal Administrative Assistant 
NRUCFC 
2201 Cooperative Way 
Herndon, Virginia 20171 

(See attached file: KY062-R-5103 LOCAGMT.pdf)(See attached file: 
KY 0 62 -R- 5 1 0 3 INCUMB . pdf ) 

(See attached file: instructions.DOC) (See attached file: 
opinion. DOC) 

This may contain information that is confidential or privileged. If you are not the 
addressee indicated in this message (or responsible for delivery 05 this message to such 
person), you should not copy or deliver this message to anyone or make any other use of 
the information set forth herein. In such case, you should destroy this message and 
otify the sender by telephone or e-mail. 

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

4 
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' Crorn: 
,ent: 
To: 
cc: 
Subject: 

__I_ 

Mark Hite 
Wednesday, February 1 1,2009 9:25 AM 
'Nazir Rostom' 
'Jim Miller' 
FW: Term of the loan 

Nazir, Jim Miller informs me thac - - I-). Jim, please confirm. Thanks! 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 
Fax 2 7 0 - 8 27 - 2 5 5 8 

2 7 0 - 5 7 7 -- 6 8 I5 

____-  Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Wednesday, February 11, 2009 9:24 AM 
To: Mark Hite 
Subject: Term of the loan 

Mark, 

was talking to James Jablonski. He told me that we have to do the term 
Less than 2 years (say 1 year and 11 months), otherwise you will need to 
get regulatory approval. Please let me know your thoughts. We are going to 
credit committee today at 1 pm. 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

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

In 

KIUC 1-8 
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From: Mark Hite 
Sent: Tuesday, February 10, 2009 2:05 PM 
To: 'Nazir Rostom' 
Cc: Thomas Hall' 
Subject: Big Rivers Electric Corporation - CFC $2.5 million unsecured ELOC request 

The requested Unwind Financial Model (most recent one filed in connection with the Unwind case 
before the KPSC) has been emailed to you. The preliminary 2008 RUS Form 12 was just faxed 
to you. And, the request on Big Rivers letterhead was faxed to you moments ago, with the 
original to follow via U.S. mail. Should you require anything further, please let me know. Thank 
you! 

Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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201 Third Street 
P.O. Box 24 
Henderson, KY 4241 9-0024 

www.bigrivers.com 
270-827-2561 

John Jay List, Esq. 
National Rural Utilities Cooperative Finance Corporation 
Woodland Park 
220 1 Cooperative Way 
Herndon, Virginia 2017 1-3025 

Dear Mr. List: 

In accordance with Article IV (b) of the first Amended and Restated Revolving Credit 
Agreement (this “Agreement”), I hereby certify that the board of directors of Big Rivers Electric 
Corporation (“Big Rivers”) has been apprised of the activities of Big Rivers, and of its 
performance under this Agreement, the First Amended and Restated Secured Promissory Note 
(the “Note”) and the First Amendment to the Thrd Restated Mortgage and Security Agreernent 
(the “Mortgage”) during 2008, and that to the best of my knowledge Big Rivers has fLlfilled all 
of its obligations under this Agreement, the Note and the Mortgage throughout such year. 

Sincerely yours, 

BIG RIVERS ELECTRJC CORPORATION 

Mark A. Bailey 
President and CEO 

cc: Mr. C. William Blackburn 
Mr. Mark A. Hite 
Ms. Donna Windhaus 

KIUC 1-8 
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u February 24,2009 

Mr. Mark A. Hite 
General Manager 
Big Rivers Electric Corporation 
P. 0. Box 24 
Henderson, KY 4241 9-0024 

Re: Line of Credit: KY062-R-5 103 

Dear Mr. Hite: 

2201 Cooperative Way 
Herndon, Virginia 201 71 
703-709-6700 I www.nrucfc.coop 

A T w b n c  Energy' Gaperanvc @& 

Your cooperative has executed and returned all required CFC documents and supporting 
papers in connection with the I..,ine of Credit designated above. These documents have 
been reviewed and found legally acceptable and satisfactory to CFC and thus constitute a 
binding agreement between CFC and your cooperative. 

Enclosed, for your records, is a copy of the fully executed Line of Credit Agreement. Line 
of Credit funds may now be requisitioned in accordance with the terms of the Line of 
Credit Agreement. 

We at CFC appreciate the opportunity to serve your system and look forward to our 
continued business relationship. 

Sincerely, 

Nazir Rostom 
Associate Vice President 

Enclosure 

KHJC 1-8 
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REVOLVING LINE OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
- February  20, 2009 , between BIG RIVERS ELECTRIC CORPORATION 
("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ('CFC"), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE i 

DEFINITIONS 

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment" shall have the meaning as defined in Schedule 1 hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electranic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined as follows: for any calendar year add. (I) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all L.ong Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 

CFC LQCAGMT 
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“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof. ~~ 

~ 

“Event of Default” shall have the meaning as described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set  forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

“Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory o r  administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind, including, without limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and any secured transaction under the Uniform 
Commercial Code. 

“Line of Credit‘’ shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date” shall mean the date set forth in Schedule I hereto 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined a s  follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all a s  calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus capitalized interest not paid from operating 
cash flow. 

CFC LOCAGMT 
KY062-R-5103 (JABLONJ) 
131638-1 

KrUC 1-8 
13 of 356 



I '  

ARTICLE I1 

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

B. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the 
Borrower, which has not been obtained is required as a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors' 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice and/or lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set aside. 

E. Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
CFC LOCAGMT 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. ~~ .~ 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower's 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower as at the date 
identified in Schedule 1 hereto, the statement of  operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower as at said date and said statement of Operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except as specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided far herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

I. Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower's knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the Borrower in connection herewith (all such documents, certificates and financial 
statements, taken as a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 

CFC LOCAGMT 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. __I__ 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest as follows: 

A. Interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments as and when due as provided for herein. All amounts shall be 
payableat CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC Line of Credit Rate as published by CFC and in effect from time to time. Interest 
will be computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
governmental body. 

Section 3.06 RESERVED. 
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Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

___ 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contemplated shall be satisfactory to counsel for CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as CFC shall reasonably require, and 
(iv) all other such documents as CFC may reasonably request. 

C. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

D. Representations and Warranties. The representations and warranties 
contained in Article II shall be true on the date of the making of each Advance hereunder with 
the same effect as though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower’s ability to perform its obligations hereunder. 

E. Requisitions. Borrower will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 12:OO noon local time 
at CFC’s offices in Herndon, Virginia on the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information as it may reasonably 
require prior to funding the Advance request. 

F. Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule 1 hereto. 
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ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule I hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i) any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries, 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(iii) the occurrence of an Event of Default hereunder, or any event that, with 
the giving of notice or lapse of time, or both, would constitute an Event of 
Defa u It. 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of Inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (120) days of the end of each of the Borrower’s fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 
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F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves as determined in good faith 
by Borrower have been established and are being maintained. 

~- -- 

G. Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.01 The following shall be “Events of Default” under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement furnished to CFC hereunder or under any of the other Loan Documents shall prove to 
be false or misleading in any material respect. 

5. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the Line of Credit within five (5) Business Days after the due date thereof. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01.A, 5.01 .C, 5.01 .D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Barrower by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii) 
be in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage or other agreement relating 
thereto which breach or default continues uncured beyond the expira’tion of any applicable 
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grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

_I___ 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
Commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law as now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts as they become due, or shall take any action 
to authorize any of the foregoing. 

I .  Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of the Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $700,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 
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ARTICLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

(a) Cease making Advances hereunder; 

(b) Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

(d) Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

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

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

ARTICLE VIII 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
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(a) or (b) above in each case given or addressed as provided for herein. The Address for 
Notices of each of the respective parties is as follows: ~~ 

____I 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address set forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as CFC may designate to the 
Borrower, within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the Loan Documents, any late payment 
charge as may be fixed by CFC from time to time pursuant to its policies of general application 
as in effect from time to time. 

Section 8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments as may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith. 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 
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Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts due hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recorded or maintained) as to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any other or further exercise thereof or the exercise of arty other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
"INDEMNITEE") FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS' FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
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1 H E  OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL. SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

- 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Documents, the terms and provisions of this Agreement shall control. 

Section 8.1 I Survival; Successors and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.13 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenforceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this 
Agreement. 
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IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 
By: I 

' Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) By: Nazir Rostom 
Assistant Secretary-Treasurer 

Attest S d L J -  Assistant Sechkhy-Treasurer DANIEL LYZINSK~ 

Effective Date: be filled in by CFC) 

Loan Number: KY062-R-5103 
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SCHEDULE I 

1. The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower's electric utility operations. 

2. The aggregate CFC Commitment shall mean $2,500,000.00. 

3. Maturity Date shall mean the date twenty four (24) months from the Effective Date 

4. The date of the Borrower's balance sheet referred to in Section 2.01 .G. is December 31, 
2007. During 2008, primarily as a result of Big Rivers execution a buyout of its leveraged 
lease (reducing cash $107.1 million), Big Rivers' cash and cash equivalents balance 
decreased from $148.9 million to $35.6 million. 

5. The Governmental Authority referred to in Section 2.01.H. is: Kentucky Public Service 
Commission. 

The special conditions referred to in Section 4.01 .F. are a s  follows: None 6. 

7. The special covenants referred to in Section 5.01 . I .  are a s  follows: 

(a) The Borrower shall apply the proceeds of all financing from the Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the "Emergency Financing") to repay Advances with interest 
as  provided for herein; and 

(b) 
less than 'l.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The address for notices to the Borrower referred to in Section 8.01 is PO Box 24, 
Hendersan, KY 4241 9, Attention: PresidentlCEO, Fax: 270-827-2558. 

The Borrower shall achieve a DSC Ratio of not less than 1 .O and a TIER of not 

8. 
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u ELECTRIC CORPORATION 

National Rural Utilities Cooperative Finance Corporation 
Attention: Legal Administrative Assistant 
220 1 Cooperative Way 
Herndon, Virginia 201 71 

Re: Loan Designation K.Y062-R-5103 

Gentlemen: 

Enclosed are the three documents required to effect the CFC $2.5 million two-year emergency 
line of credit for Big Rivers. The documents include: 

Revolving Line of Credit Agreement 
Opinion of Sullivan Mountjoy Stainback and Miller, PSC 
Certificate of Resolutions and Incumbency 

No authorization from any regulatory body is required to effect this agreement. We look forward 
to soon receiving a fblly executed document set back from you. 

Big Rivers is very thankful and appreciative of the efforts you and the other fine CFC folks have 
put forth to assist Big Rivers with this matter. We highly value your partnership. Please let me 
hear from you should you have any questions. 

Sincerely yours, 

Mark A. kite 
Interim Director of Enterprise Risk Management 

Pm 
Enclosures 
cc: Mr. Mark A. Bailey 

Mr. C. William Blackburn 
Mr. David A. Spainhoward 
James M. Miller, Esq. 
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igfivers 
ELECTRIC CORPORATION 

201 Third Street 
P.O. Box 24 
Henderson, KY 4241 9-0024 

www.bigrivers.com 
270-827-2561 

February 10,2009 

Mr. Nazir K. Rostom 
National Rural Utilities Cooperative Finance Corporation 
220 1 Cooperative Way 
Herndon, VA 20171-3025 

Dear Mr. Rostom: 

Regarding our recent discussions regarding the CFC ELOC, I have gathered more 
information on the impact the recent winter storm has had and will have on Big Rivers. 
At the height of the storms damage, all but 5 of  Big Rivers' delivery points were out of 
service. Rig Rivers had all its 1 10 delivery points re-energized within 8 days of the 
storm. Big Rivers' restoration costs are estimated to be $2.4 million. At this time, we 
believe about $800,000 of that amount may be eligible for an insurance claim, less a 
$300,000 deductible. 

We also currently estimate about 80% of the balance will be eligible for FEMA 
reimbursement, as the Obama administration has made a declaration that the area is 
eligible for major disaster relief. So, it appears Big Rivers net out-of pocket cost will be 
about $400,000. I understand insurance and FEMA reimbursement may quite some time, 
perhaps a year or so. That said, Big Rivers would like to pursue a 2 year unsecured CFC 
ELOC for $2.5 million. 

Thanks for your assistance with this matter. I look forward to hearing from you. 

Respectfully, 

Mark Hike 

Big Rivers Electric Corporation 
270-827-2561 Office 
270-577-68 15 Cell 
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Ronald M. Sullivan 

Jcssc T. Mouncjoy 

Frank Stainback 

Jamcs M. Miller 

Michael A. Fiorclla 

AUcn W. Holbrook 

R- Michael Sullivan 

Bryan R Rcynolh 

Tyson A h m u f  

Mark R! Starncs 

C. Ellsworth Mountjoy 

Susan Monralvo-Gcsscr 

SULI,IVAN, M O U N T J O Y ,  STAINBACK. &, MILLER PSC 

A T T O R N E Y S  AT LAW 

February 20, 2009 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attn.: General Counsel 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-R-5103 

Dear Sir: 

We are counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the 
laws of the Commonwealth of Kentucky ("Borrower"), and render this opinion to you in 
connection with a line of credit in the amount of $2,500,000.00 provided for in the 
Revolving Line of Credit Agreement ("Line of Credit Agreement"), dated as of February 
20, 2009, between the Borrower and National Rural Utilities Cooperative Finance 
Corporation ('CFC''). 

We have examined such corporate records and proceedings of the Borrower, and such 
other documents as we have deemed necessary a s  a basis for the opinions hereinafter 
expressed. 

We have also examined the Line of Credit Agreement a s  executed and delivered by 
the Borrower. 

Based upon the foregoing, we are of the opinion that: 

( i )  the Borrower is a duly organized, validly existing corporation and in 
good standing under the laws of the jurisdiction of its organization, and 
the Borrower has full corporate power (a) to execute and deliver the 
Line of Credit Agreement; and (b) to perform all acts required to be done 
by it under the Line of Credit Agreement; and 

(i i )  no authorization from any regulatory body is required in connection with 
the execution, delivery and performance of the Line of Credit Agreement 
including, without limitation, the Federal Energy Regulatory Commission 
and/or the state public utility commission, if applicable. 

Very truly yours, 

Sullivan, Mountjoy, Stainback & Miller, P.S.C. 

Wes M. Miller 
Telcphonc (270) 926-4000 

Tclccopicr (270) 683-6694 CC: Mark A. Bailey 

.do St Ann Building 
PO Box 727 

Owcnsboro. Kentucky 
42302-0727 K N C  1-8 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 

I ,  Lee Bearden -, do hereby certify that (i) I am the Secretary of BIG 
RIVERS ELECTRIC CORPORATION (hereinafter called the “Cooperative”); (ii) the following 
are true and correct copies of resolutions duly adopted by the board of directors of the 
Cooperative at  a meeting held on .~_ebruary 7 0 ,  3009 ; (iii) the meeting was duly and 
regularly called and held in accordance with the articles and bylaws of the cooperative; (iv) the 
Cooperative is duly incorporated, validly existing and in good standing under the laws of the 
state of its incorporation and there is no pending or contemplated proceeding for the merger, 
consolidation, sale of assets or business or dissolution of the Cooperative; (v) forms of the CFC 
loan documents were submitted to the meeting and  were authorized by the board of directors to 
be executed; (vi) none of the following resolutions has been rescinded or modified as of this 
date; and (vii) the persons authorized below have been duly elected or appointed to their 
respective positions and occupied such positions on the date of actual execution of the CFC 
loan documents: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing from 
National Rural Utilities Cooperative Finance Corporation (“CFC) in an amount which shall 
not at any one time exceed $2,500,000.00 (the “Line of Credit Amount”), for a term of 
twenty-four (24) months, subject to the provisions of the Line of Credit Agreement 
substantially in the form submitted to this meeting (the “Line of Credit Agreement”); and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 
deliver to CFC the Line of Credit Agreement. 

RESOLVED, that each of the following individuals is hereby authorized in the name and 
on behalf of the Cooperative to execute and to deliver all such other documents and 
instruments as may be necessary or appropriate, to make all payments, to execute any 
future amendments to said Line of Credit Agreement as such individual may deem 
appropriate within the Line of Credit Amount so authorized and to do all such other acts 
as  in the opinion of such authorized individual acting may be necessary or appropriate in 
order to carry out the purposes and intent of the foregoing resolutions: 

Office or Title Name (tvped or printed) 

President &CEO J!maLAL- 

IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the Cooperative 
this 2 0 t h  day of February 7009 

O h  i? .%I .I 
Le’e BearZen, Secretary 

(SEAL) 

CFC INCUMB 
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REVOLVING LINE OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
February 20, 2009 , between BIG RIVERS ELECTRIC CORPORATION 

("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION (TFC'I), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

DEFINITIONS 

Section I .01 For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment" shall have the meaning as defined in Schedule 1 hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined as follows: for any calendar year add: (1) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries andlor joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 
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“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof. 

“Event of Default” shall have the meaning a s  described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

”Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind, including, without limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and any secured transaction under the Uniform 
Commercial Code. 

“Line of Credit“ shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date” shall mean the date set forth in Schedule I hereto. 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
t h e  Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined as follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all a s  calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus  capitalized interest not paid from operating 
cash flow. 
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ARTICLE II 

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

B. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the 
Borrower, which has not been obtained is required as a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors' 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which if or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice and/or lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result: in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set aside. 

E. Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower’s 
knowledge, in default or violation with respect to a n y  judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower as at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower as at said date and said statement of operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except a s  specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

1. Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower’s knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the Borrower in connection herewith (all such documents, certificates and financial 
statements, taken as a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest a s  follows: 

A. interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, a s  and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments a s  and when due as provided for herein. All amounts shall be 
payable at CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC Line of Credit Rate a s  published by CFC and in effect from time to time. Interest 
will be computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then d u e  on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the  outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services t,o its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
governmental body. 

Section 3.06 RESERVED. 
CFC LOCAGMT 
KY062-R-5103 (JABLONJ) 
131638-1 

KIUC 1-8 
35 of356 



Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contemplated shall be satisfactory to counsel for CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby Contemplated a s  CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as CFC shall reasonably require, and 
(iv) all other such documents as  CFC may reasonably request. 

C. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

D. Representations and Warranties. The representations and warranties 
contained in Article I 1  shall be true on the date of the making of each Advance hereunder with 
the same effect a s  though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower's ability to perform its obligations hereunder. 

E. Requisitions. Borrower will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 12:OO noon local time 
at CFC's offices in Herndon, Virginia on the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information a s  it may reasonably 
require prior to funding the Advance request. 

F. Special Conditions. CFC shall be fully satisfied that the Borrower has  complied 
with all special conditions identified in Schedule 1 hereto. 

CFC LOCAGMT 
KY062-R-5103 (JABLONJ) 
131638-1 

KWC 1-8 
36 of 356 



ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule 1 hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i) any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries; 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(iii) the occurrence of an Event of Default hereunder, or any event that, with 
the giving of notice or lapse of time, or both, would constitute an Event of 
Default. 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
' Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 

other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of Inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrawer, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (120) days of the end of each of the Borrower's fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 
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F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves as determined in good faith 
by Borrower have been established and are being maintained. 

G. Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule I hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.01 The following shall be "Events of Default" under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement: furnished to CFC hereunder or under any of the other Loan Documents shall prove to 
be false or misleading in any material respect. 

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the Line of Credit within five (5) Business Days after the due date thereof. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01 .A, 5.01 .C, 5.01 .D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

( i i )  Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrower by CFC. 

D. legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii) 
be in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage or other agreement relating 
thereto which breach or default continues uncured beyond the expiration of any applicable 
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grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law as  now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts as  they become due, or shall take any action 
to authorize any of the foregoing. 

1. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as  will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of t h e  Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $100,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the  business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 
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ARTICLE VI! 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

(a) Cease making Advances hereunder; 

(b) Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

(d) Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

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

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

ARTICLE Vlll 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
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(a) or (b) above in each case given or addressed a s  provided for herein. The Address for 
Notices of each of the respective parties is a s  follows: 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address s e t  forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as CFC may designate to the 
Borrower, within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, 
in additian to all other amounts due under the terms of the Loan Documents, any late payment 
charge a s  may be fixed by CFC from time to time pursuant to its policies of general application 
a s  in effect from time to time. 

Section 8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments a s  may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith, 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 
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Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the  payment of all other amounts due  hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recorded or maintained) a s  to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any  other or further exercise thereof or the exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective unless the 
same  shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
“INDEMNITEE”) FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS’ FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
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THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Documents, the terms and provisions of this Agreement shall control. 

Section 8.1 I Survival; Successors and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.13 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenforceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule I. Schedule 1 attached hereto is an integral part of this 
Agreement. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as  of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) 
BY: _-- 

Assistant Secretary-Treasurer 

Attest: - 
Assistant Secretary-Treasurer 

Effective Date: (to be filled in by CFC) 

Loan Number: KY062-R-5103 
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SCHEDULE I 

I. The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower‘s electric utility operations. 

2. The aggregate CFC Commitment shall mean $2,500,000.00. 

3. Maturity Date shall mean the date twenty four (24) months from the Effective Date. 

4. The date of the Borrower’s balance sheet referred to in Section 2.01.G. is December 31, 
2007, During 2008, primarily a s  a result of Big Rivers execution a buyout of its leveraged 
lease (reducing cash $1 07.1 million), Big Rivers’ cash and cash equivalents balance 
decreased from $148.9 million to $35.6 million. 

5. The Governmental Authority referred to in Section 2.01.H. is: Kentucky Public Service 
Commission. 

6. The special conditions referred to in Section 4.01 .F. are a s  follows: None 

7. The special covenants referred to in Section 5.01 . I .  are a s  follows: 

(a) The Borrower shall apply the proceeds of all financing from the Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the “Emergency Financing”) to repay Advances with interest 
as  provided for herein; and 

(b) 
less than 1.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The Borrower shall achieve a DSC Ratio of not less than 1 .O and a TIER of not 

8. The address for notices to the Borrower referred to in Section 8.01 is PO Box 24, 
Henderson, KY 4241 9, Attention: PresidentCEO, Fax: 270-827-2558. 
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SULLIVAN, M O U N T J O Y ,  STAINBACK & MILLER PSC 

ATTORNEYS AT LAW 

February 20, 2009 

National Rural Utilities Cooperative Finance Corporation 
FranlcSrainback 2201 Cooperative Way 
JmcsM. Herndon, Virginia 201 71 -3025 

Attn.: General Counsel 

Ronald M. Sullivan 

Jcssc T. Mountjoy 

Michael A. Fiorella 

R. Michael Sullivan Re: BIG RIVERS ELECTRIC CORPORATION 
Bryan R Reynolds 

Allen W. Holbrook 

Loan Designation KY062-R-5103 
Tyson k Kamuf 

Mark W Srames 

C Ellsworth Mountjoy 

Dear Sir: 

We are counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the 
laws of the Commonwealth of Kentucky ("Borrower"), and render this opinion to you in 
connection with a line of credit in the amount of $2,500,000.00 provided for in the 
Revolving Line of Credit Agreement ("Line of Credit Agreement"), dated as of February 
20, 2009, between the Borrower and National Rural Utilities Cooperative Finance 
Corporation (TFC'I). 

Susan MontalvoGesser 

We have examined such corporate records and proceedings of the Borrower, and such 
other documents as we have deemed necessary as a basis for the opinions hereinafter 
expressed. 

We have also examined the Line of Credit Agreement as executed and delivered by 
the Borrower. 

Based upon the foregoing, we are of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in 
good standing under the laws of the jurisdiction of its organization, and 
the Borrower has full corporate power (a) to execute and deliver the 
Line of Credit Agreement; and (b) to perform all acts required to be done 
by it under the Line of Credit Agreement; and 

( i i )  no authorization from any regulatory body is required in connection with 
the execution, delivery and performance of the Line of Credit Agreement 
including, without limitation, the Federal Energy Regulatory Commission 
and/or the state public utility commission, if applicable. 

Very truly yours, 

Sullivan, Mountjoy, Stainback & Miller, P.S.C. 

B y : e ) v l . h * l e L  .r 

a es M. Miller 
Tclcphonc (270) 926-4000 
Tclccopicr (270) 683-6694 CC: Mark A. Bailey 

100 Sr. Ann Building 
PO Box 727 

Owensboro, Kentucky 
42302-0727 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 

I ,  Lee Bearden , do hereby certify that (i) I am the Secretary of BIG 
RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (ii) the following 
are true and correct copies of resolutions duly adopted by the board of directors of the 
Cooperative at a meeting held on -V 711, 70n9 ; (iii) the meeting was duly and 
regularly called and held in accordance with the articles and bylaws of the Cooperafive; (iv) the 
Cooperative is duly incorporated, validly existing and in good standing under the laws of the 
state of its incorporation and there is no pending or contemplated proceeding for the merger, 
consolidation, sale of assets or business or dissolution of the Cooperative; (v) forms of the CFC 
loan documents were submitted to the meeting and were authorized by the  board of directors to 
be executed; (vi) none of the following resolutions has been rescinded or modified as of this 
date; and (vii) the persons authorized below have been duly elected or appointed to their 
respective positions and occupied such positions on the date of actual execution of the CFC 
loan documents: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing from 
National Rural Utilities Cooperative Finance Corporation ("CFC") in an amount which shall 
not at any one time exceed $2,500,000.00 (the "Line of Credit Amount"), for a term of 
twenty-four (24) months, subject to the provisions of the Line of Credit Agreement 
substantially in the form submitted to this meeting (the "Line of Credit Agreement"); and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 
deliver to CFC the Line of Credit Agreement. 

RESOLVED, that each of the fallowing individuals is hereby authorized in the name and 
on behalf of the cooperative to execute and to deliver all such other documents and 
instruments a s  may be necessary or appropriate, to make all payments, to execute any 
future amendments to said Line of Credit Agreement as such individual may deem 
appropriate within the Line of Credit Amount so authorized and to do all such other acts 
as in the opinion of such authorized individual acting may be necessary or appropriate in 
order to carry out the purposes and intent of the foregoing resolutions: 

Office or Title - Name Owed or printed) 

President &CEO -- 

IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the Cooperative 
this 2 0 t h  day Of Februarv 3009 

QQ .+I i 
Lde BearZen, Secretary 

(SEAL) 
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REVOLVING LIME OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
February 20, 2009 , between BIG RIVERS ELECTRIC CORPORATION 

("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ("CFCI'), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

DEFINITIONS 

Section 1 . O l  For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"I3usiness Cay" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment" shall have the meaning as defined in Schedule 1 hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined a s  follows: for any calendar year add: (1) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the  sum so obtained by the 
sum of (2) all principal payments due within t h e  period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 

CFC LOCAGMT 
KY062-R-5103 (JABLONJ) 
231638-1 

KIIJC 1-8 
48 of 356 



“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof. 

“Event of Default” shall have the meaning a s  described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

KiGovernmenfal Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind, including, without limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and a n y  secured transaction under the Uniform 
Commercial Code. 

“Line of Credit“ shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date” shall mean the date set forth in Schedule 1 hereto. 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined a s  follows: for any calendar year add: (I) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all as calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatary 
agency having jurisdiction over the company) minus capitalized interest not paid from operating 
cash flow. 
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ARTICLE il  

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

B. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, a s  applicable and without limitation, members of the 
Borrower, which has not been obtained is required a s  a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i)  violate any provision of law, any order, 
rule or‘regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice and/or lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set  aside. 

E. Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower's 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower a s  at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower as at said date and said statement of operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except as specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial Condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

I .  Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower's knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the  Borrower in connection herewith (all such documents, certificates and financial 
statements, taken a s  a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest as follows: 

A. Interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments as and when due as provided for herein, All amounts shall be 
payable at CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC L.ine of Credit Rate as published by CFC and in effect from time to time. Interest 
will be computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
governmental body. 

Section 3.06 RESERVED. 
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Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due  hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due  and for so long as  such 
default continues, Advances shall bear interest at the Default Rate. 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contempfated shall be satisfactory to counsel for CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as  CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as  CFC shall reasonably require, and 
(iv) all other such documents as CFC may reasonably request. 

C. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

D. Representations and Warranties. The representations and warranties 
contained in Article I I  shall be true on the date of the making of each Advance hereunder with 
the same effect a s  though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower's ability to perform its obligations hereunder. 

E. Requisitions. Borrower will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 12:OO noon local time 
at CFC's offices in Herndon, Virginia on the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information a s  it may reasonably 
require prior to funding the Advance request. 

F. Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule 1 hereto. 
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ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule 1 hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i) any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries; 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(iii) the occurrence of an Event of Default hereunder, or any event that, with 
the giving of notice or lapse of time, or both, would constitute an Event of 
Default. 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of Inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (120) days of the end of each of the Borrower’s fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 
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F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves a s  determined in good faith 
by Borrower have been established and are being maintained. 

G.  Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.04 The following shall be “Events of Default” under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement furnished to CFC hereunder or under any of the other Loan Documents shall prave to 
be false or misleading in any material respect. 

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the Line of Credit within five (5)  Business Days after the due date thereof. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01 .A, 5.01 .C, 5.01 .D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

( i i )  Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrawer by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii) 
he in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage ar other agreement relating 
thereto which breach or default continues uncured beyond the expiration of any applicable 
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grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law as now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts as they become due, or shall take any action 
to authorize any of the foregoing. 

I. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of the Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $100,Q00 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, praspects, assets, liabilities or financial condition of the 
Borrower. 
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ARTlCLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

(a) Cease making Advances hereunder; 

(b) Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

(d) Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

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

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

ARTICLE Vlll 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. AI1 such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set  forth in clauses 
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(a) or (b) above in each case given or addressed a s  provided for herein. The Address for 
Notices of each of the respective parties is as follows: 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address set  forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as CFC may designate to the 
Borrower, within five (5) Business Days affer the due date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the Loan Documents, any late payment 
charge a s  may be fixed by CFC from time to time pursuant to its policies of general application 
as in effect from time to time. 

Section 8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such  payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments a s  may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith. 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 
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Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts d u e  hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are  recorded or maintained) a s  to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any other or further exercise thereof or the  exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be  effective unless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
“INDEMNITEE”) FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS’ FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
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THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Documents, the terms and provisions of this Agreement shall control. 

Section 8.1 I Survival; Successors and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit. of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.1 3 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. if any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenforceable term, provision or Condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule I. Schedule 1 attached hereto is an integral part of this 
Agreement. 
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W! WITNESS &'HEREOF, the  parties hereto hzve caused  this Agreement to be duly 
executed 2s of the  day and year  first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 

f Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) 
BY: _.-. -- 

Assistant Secretary-Treasurer 

Attest:, 
Assistant Secretary-Treasurer 

Effective Date: (to be filled in by CFC) 

Loan Number: KY062-3-5183 

CFC LOCAGMT 
KY062-R-5103 (JABLONJ) 
131 638-1 

KIUC 1-8 
61 of356 



SCHEDULE ‘l 

1 ,  The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower’s electric utility operations. 

2. The aggregate CFC Commitment shall mean $2,500,000.00. 

3. Maturity Date shall mean the date twenty four (24) months from the Effective Date. 

4. The date of the Borrower’s balance sheet referred to in Section 2.01 .G. is December 31, 
2007. During 2008, primarily a s  a result of Big Rivers execution a buyout of its leveraged 
lease (reducing cash $107.1 million), Big Rivers’ cash and cash equivalents balance 
decreased from $148.9 million to $35.6 million. 

5. The Governmental Authority referred to in Section 2.01.H. is: Kentucky Public Service 
Commission. 

6. The special conditions referred to in Section 4.01.F. are as follows: None 

7.  The special covenants referred to in Section 5.01.1. are as  follows: 

(a) The Borrower shall apply the proceeds of all financing from the Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the “Emergency Financing”) to repay Advances with interest 
as  provided for herein; and 

(b) 
less than 1.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of I .O for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The Borrower shall achieve a DSC Ratio of not less than I .O and a TIER of not 

8. The address for notices to the Borrower referred to in Section 8.01 is PO Box 24, 
Henderson, KY 4241 9, Attention: PresidentCEO, Fax: 270-827-2558. 
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\J 

REVOLVING LINE OF CREDIT AGREEMENT 

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
, between BIG RIVERS ELECTRIC CORPORATION 

("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION (,CFC*'), a 
cooperative association organized and existing under the laws of the District of Columbia. 

REClTA LS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideratian of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment" shall have the meaning as defined in Schedule I hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined as follows: for any calendar year add: (1) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 
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“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof. 

“Event of Default” shall have the meaning as described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

“Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind; including, without limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and any secured transaction under the Uniform 
Commercial Code. 

“Line of Credit” shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date” shall mean the date set forth in Schedule 1 hereto 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower to CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined as follows: for any calendar year add: (I) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all as calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus capitalized interest not paid from operating 
cash flow. 
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ARTICLE II 

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

6. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the 
Borrower, which has not been obtained is required as a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice andlor lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set aside. 

E. Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower’s 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

G. Financial Statements. The balance sheet of the Borrower as at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower as at said date and said statement of operations fairly reflects its 
operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except as specifically stated in said balance 
sheet or herein. There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

1. Compliance With Laws. ’The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower’s knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of the Borrower in connection herewith (all such documents, certificates and financial 
statements, taken as a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up to, but not including, the Maturity Date, at which 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. 

Section 3.02 Payment and Interest Rate. The Line of Credit shall be payable and 
bear interest as follows: 

A. interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments as and when due as provided for herein. All amounts shall be 
payable at CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC Line of Credit Rate as published by CFC and in effect from time to time. Interest 
will be computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline ta make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the  outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
governmental body. 

Section 3.06 RESERVED. 
CFC LOCAGMT 
KY062-R-5 103 (JABLON J) 
131 638-1 

KITJC 1-8 
67 of 356 



Section 3.87 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contemplated shall be satisfactory to counsel far CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as CFC shall reasonably require, and 
(iv) all other such documents as CFC may reasonably request. 

C. Government Approvals. The Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder“ 

CFC may require the Borrower to submit such additional information as it may reasonably 
reauire rmor7o ’fundina the Advance request. 
-“---.“.-.Wu-- _(, _-._ ,.-”is. 3. .-- m+..-.”%?-.b?.A*? .*,,..- .~ “.“-,*,,%a-*, u n r C N . i . u f l l - ‘ w ” -  ~W-~+l...‘”* ~’---.~--Un_)4*jlm..13nY.’ Y I  ” - 
*-. “ N Y ~ n R n ~ ~ , 7 - ~ i ~ - , ~ ~ ~ ” , “ , ~ ~ “ , ~ . ~ ~ ~ ~ - ~ ~ ’ ~ - ~ ~ ~ ~ ~ ~ ~ ~ . ~ ~ , “ ~ ~  

F. Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule 1 hereto. 
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ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit -- -- 
solely for the purposes identified on Schedule I hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

ess. operations, prospects, -mater iaLad- in the b& 
assets, liabilities or financial condition of the Borrower or its subsiaiaries; ----__I - . 0) 

I------,, 

(iii) Lh;?-.o.ccurmac.e-of an Event of Default hereunder or any.-event that with 
th.e ,givj,n,g-of notice or lapse offime, or both, would constitute an Event of 
Default. 

-%._,~_ ” ” - ~ - ~  ,,., _“_ _.__.,._._” ..m-- -.-mL------. -.-*.- 4,.-......- I. ...--I -*. ,_ 

(..-.~~_l.~m.ClallY-T-I.II”-.~.lll*l( .,___._.,-_- “.,a. 
.--.~..,~~,..”“w.-..”,.--I ,..*.,,. ,,l.llll___..._I_ Ir”l_P_U 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of Inspection. The Borrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twFnty (120) days of the end of each of the Borrower‘s fiscal years during the term hereof, a full 
atid-- complete consolidated and consolidating report of its financial condition and of its 
operations as of the end of such fiscal year,@d and certified by independent certified public 
accountants n a m  >,m-t--.v- recognized o m e - ! j * % ~  .“----.~---,.”. satisfactory -- ri-,..Lm to CFC and accompanied by a 
report of such audit in form and substance satisf-c, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining to its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 

CFC LOCAGMT 
KY062-R-5103 (,IABLONJ) 
131638-1 

KIUC 1-8 
69 of 356 



F. Taxes. The Borrower shall pay, or cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed an or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves as determined in good faith 
by Borrower have been established and are being maintained. 

G. Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.01 The following shall be "Events of Default" under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
SETt%TSnTGE?shed to CFC hereunder or under any of the other Loan Documents sb&ilj2rove SmLuUEu-L. to 
be false or misleading in any material respect. 

Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the L.ine of Credit within five (5) Business Days after the due date thereof. 

-yhr. ---w 

- U - - - - ~ r - - " - - ~ , . ~ - " - , ~ - ~ - ~ , ~ , ~  -.,, "."yrurr~ 

B. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01 .A, 5.01 .C, 5.01 .D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrower by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of (i) its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or (ii) permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii) 
be in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage or other agreement relating 
thereto which breach or default continues uncured beyond the expiration of any applicable 
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grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy laws or applicable state law as now 
or hereafter in effect. 

H. Insolvencv. The Borrower shall commence a voluntaw case or other 
p x e i n g  seeking liquiiation, reorganization or other-f with respect to- itself or its debts 
under any bax?iEfcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a' tristee, receicer, liquidator, custodian or other similar official of it or- any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, orh-&La&n&.i&~r@~its 
inability to, or be generally unable to pay its debts as they become due, or shall take any action 
to authorize any of the foregoing. 
- - - ~ - - "  __c --"- --- .-. ----L -.. -L.-.-.-_.-j_".. --i....\unm*u;m 

1. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse chanqe in the business or 
-=--=-.- 

_condition, financial or otherwise of the Borrower or any subsidiary. 
-----_l-lll.--_I__. --".- m-.. L 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $100,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 
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ARTICLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

(a) Cease making Advances hereunder; 

(b) Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

(d) Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

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

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

ARTICLE Vlll 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
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(a) or (b) above in each case given or addressed a s  provided for herein. The Address for 
Notices of each of the respective parties is as follows: 

National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address set forth in 
Schedule 1 hereto 

Section 8.02 Expenses. B . Q ~ , o ~ ~ L ~ h ~ ~ ~ ~ ~ ~ s ~ ~ F C  for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
anv of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, n e g & t e , ~ ~ ; ~ ~ e I i v e r ,  review, amend or modify thiq Agreanent-and (e) to 
prepare, negotiate, execute, %mer, review, amend or modify any other agreements, 

___ --.. ~~ ."..-̂ lr".*IY ,--*.. -** I--%- /-* "- I-... 

documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due  hereunder is not received 
at CFC's office in Herndon, Virginia or such other location a s  CFC may designate to the 
Borrower, within five (5) Business Days after the d u e  date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the Loan Documents, any late payment 
charge a s  may be fixed by CFC from time to time pursuant to its policies of general application 
a s  in effect from time to time. 

Section 8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become d u e  on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with t h e  filing, registration, recordation or perfection of any instruments a s  may be required by 
CFC in connectian with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith. 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 
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Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts due hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recorded or maintained) as to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any other or further exercise thereof or the exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver or consent shall be effective only in the specific instance and for the 
purpose for which given 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, AT-TORNEYS AND REPRESENTATIVES (EACH AN 
“INDEMNITEE”) FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS’ FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHET’HER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
CFC LOCAGMT 
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THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the terms and provisions of this Agreement and any 
other Loan Documents, the terms and provisions of this Agreement shall control. 

Section 8.1 1 Survival; Successors and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until all of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.1 3 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenforceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. 'Phis Agreement may be executed in one or more 
counterparts, each of which will be deemed an original and all of which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule 1. Schedule 1 attached hereto is an integral part of this 
Agreement. 

CFC LOCAGMP 
KY062-R-5103 (JABLONJ) 
131638-1 

KRJC 1-8 
75 of 356 



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 
By: 

Title: 

Attest: 
Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) 
BY: _. - 

Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 

Effective Date: (to be filled in by CFC) 

Loan Number: KY062-R-5103 

CFC LOCAGMT 
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SCHEDULE I 

1. The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower’s electric utility operations. 

2. The aggregate CFC Commitment shall mean $2,500,000.00. 

3. Maturity Date shall mean the date twenty four (24) months from the Effective Date. 

4. The date of the Borrower’s balance sheet referred to in Section 2.01 .G. is December 31, 
2007. During 2008, primarily a s  a result of Big Rivers execution a buyout of its leveraged 
lease (reducing cash $107.1 million), Big Rivers’ cash and cash equivalents balance 
decreased from $148.9 million to $35.6 million. 

5. The Governmental Authority referred to in Section 2.01.H. is: Kentucky Public Service 
Commission. 

6. The special conditions referred to in Section 4.01 .F. are as  follows: None 

7. The special covenants referred to in Section 5.01 .I. are a s  follows: 

(a) The  Borrower shall apply the proceeds of all financing from the Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the “Emergency Financing”) to repay Advances with interest 
a s  provided for herein; and 

(b) 
less than 1.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The Borrower shall achieve a DSC Ratio of not less than 1 .O and a TIER of not 

8. The address for notices to the Borrower referred to in Section 8.01 is PO Box 24, 
Henderson, KY 4241 9, Attention: PresidenVCEO, Fax: 270-827-2558. 

CFC LOCAGMT 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 

1, , do hereby certify that (i) I am the Secretary of BIG 
RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (ii) the following 
are true and correct copies of resolutions duly adopted by the board of directors of the 
Cooperative at a meeting held on ; (iii) the meeting was duly and 
regularly called and held in accordance with the articles and bylaws of the Cooperative; (iv) the 
Cooperative is duly incorporated, validly existing and in good standing under the laws of the 
state of its incorporation and there is no pending or contemplated proceeding for the merger, 
consolidation, sale of assets or business or dissolution of the Cooperative; (v) forms of the CFC 
loan documents were submitted to the meeting and were authorized by the board of directors to 
be executed; (vi) none of the following resolutions has been rescinded or modified as of this 
date; and (vii) the persons authorized below have been duly elected or appointed to their 
respective positions and occupied such positions on the date of actual execution of the CFC 
loan documents: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing from 
National Rural Utilities Cooperative Finance Corporation ("CFC") in an amount which shall 
not at any one time exceed $2,500,000.00 (the "Line of Credit Amount"), for a term of 
twenty-four (24) months, subject to the provisions of the Line of Credit Agreement 
substantially in the form submitted to this meeting (the "Line of Credit Agreement"); and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 
deliver to CFC the Line of Credit Agreement. 

RESOLVED, that each of the following individuals is hereby authorized in the name and 
on behalf of the Cooperative to execute and to deliver all such other documents and 
instruments as may be necessary or apprapriate, to make all payments, to execute any 
future amendments to said Line of Credit Agreement as such individual may deem 
appropriate within the Line of Credit Amount so authorized and to do all such other acts 
as in the opinion of such authorized individual acting may be necessary or appropriate in 
order to carry out the purposes and intent of the foregoing resolutions: 

Office or Title - Name (tvped or printed) 

President _ _ ~  

-- 

IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the Cooperative 
this -.___ day of ---I ~ 

(SEAL) 

CFC INCUMB 
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CFC Instructions for Unsecured Line of Credit 

Borrower: BIG RIVERS ELECTRIC CORPORATION 
Line of Credit Designation: KY062-R-5103 

Enclosed for the above-referenced loan are the following documents: 

I. 

11. 

111. 

CFC Line of Credit Agreement 

Form of opinion of counsel 

Certificate of Resolutions and Incumbency 

Before any action is taken to execute the documents, it should be determined that all necessary 
regulatory commission approvals have been obtained. CFC will require an original or true copy of the 
order of the commission. 

A. Line of Credit Agreement: 

Please execute the line of credit agreement (“agreement”). The effective date of the agreement 
should be left blank. This date will be provided by CFC. 

B. Opinion of Counsel: 

Counsel should prepare an original opinion of counsel, on counsel’s letterhead, in the form 
supplied. 

C. Certificate of Resolutions and Incumbencv: 

Board resolutions should be adopted following the form supplied. Note that the names and titles 
of all officials authorized to  execute the loan documents on behalf of the Borrower must be 
set forth on the incumbency portion of the certificate. Borrower should consult with counsel 
to  determine if its bylaws andlor the laws of its state of incorporation require the loan 
documents to be sealed and attested. If so, the name and title of the officials authorized to 
attest the execution of the documents must be set forth in the incumbency portion of the 
certificate. 

DOCUMENTS TO BE RETURNED TO CFC: 

0 

0 

0 

Certified or true copy of Commission approval (if applicable) 

the CFC line of credit agreement 

The original certificate of resolutions and incumbency 

An original opinion of counsel 

I F YOU HAV ,.Q.UESTIONS- REGARD1 NG THESE I NSTRUCTI ONS,,.DBCUM ENTS . - PLEAS E 
> ‘ T % E P H W ~ ~ M E S  JABLONSKI (CORPORATE COUNSEL) eT --(BOO) 4 2 4 - 2 9 5 4 b R  

-s’ 
*-*-m‘%.-*-__,*/ 

c ( 7 0 3 )  709-68 18 -%. 

\,-2=L.+” _--e “d- 
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PLEASE RETURN ALL DOCUMENTS TO: 

NRUCFC 
ATTN: LEGAL ADMINISTRATIVE ASSISTANT 
2201 COOPERATIVE WAY 
HERNDON, VA 20171 
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[COUNSEL SHOULD PREPARE THIS FORM OF OPINION ON ITS LElTERHEAD] 

Date: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 201 71-3025 
Attn.: General Counsel 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-R-5103 

Dear Sir: 

I am counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the laws of the 
State of Kentucky ("Borrower"), and render this opinion to you in connection with a line of credit 
in the amount of $2,500,000.00 provided for in the Revolving Line of Credit Agreement ("Line of 
Credit Agreement"), dated as of , between the Borrower and 
National Rural Utilities Cooperative Finance Corporation ("CFC"). 

1 have examined such corporate records and proceedings of the Borrower, and such other 
documents as I have deemed necessary as a basis for the opinions hereinafter expressed. 

I have also examined the Line of Credit Agreement as executed and delivered by the Borrower. 

Based upon the foregoing, I am of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in good 
standing under the laws of the jurisdiction of its organization, and the Borrower has full 
corporate power (a) to execute and deliver the Line of Credit Agreement; and (b) to perform all 
acts required to be done by it under the Line of Credit Agreement; 

[*** SELECT ONE OF THE FORMS OF PARAGRAPH (ii) ***I 
*** (ii) all authorizations from regulatory bodies required in connection with the execution, 
delivery and performance of the Line of Credit Agreement, including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable, 
have been obtained and copies thereof are attached hereto; 

*** (ii) no authorization from any regulatory body is required in connection with the execution, 
delivery and performance of the Line of Credit Agreement including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable; 

Sincerely, 

CFC OPlN 
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Mark Hite 

From: 
Sent: 

dubject: 

- 
0: 

Mark Hite 
Thursday, February 12,2009 3:15 PM 
'Jim Miller' 
FW: KY062-R-5103 documents 

Attachments: KY062-R-5103 LOCAGMT.pdf 

KY 0 62-R-5 103 
:AGMT.pdf (79 

Here's the revised CFC doc, with the leveraged lease addressed, 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 4 24 2 0 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

----_ Original Message----- 

Sent: Thursday, February 12, 2009 2:41 PM 
)'-From: James Jablonski [mail to:James.Jablonski@nrucfc.coop]  

Y T o :  Nazir Rostom 
Y C c :  Mark Hite 

ibject: RE: KY062-R-5103 documents 

\ 
revised document is attached. 

JJJ 

(See attached file: KYO62-R-5103 LOCAGMT.pdf) 

XNazir Rostom/CFC 

02/12/2009 12:24 
PM 

%To 
Mark Hite <Mark.Hite@bigrivers.com> 

x cc 
James Jablonski /CFC@CFC 

Subject 
RE: KY062-R-5103 documents(Document 
link: James Jablonski) 

rk, 

are ok with that suggestion. James will make that change and send the 

1 
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Thanks, 

Nazir 

lazir Rostom 
'VP, Structured Finance 
RUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

&Mark Hite 
<Mark.Hite@bigriv 
ers. corn> 

02/12/2009 12: 07 
PM 

i( To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

x cc 
Subject 

RE : KY 0 6 2-R- 5 10 3 documents 

J address my concern, may I suggest adding the following sentence to 
Schedule 1: 

During 2008, primarily as a result of Big Rivers execution a buyout of its 
leveraged lease (reducing cash $107.1 million), Big Rivers' cash and cash 
equivalents balance decreased from $148.9 million to $35.6 million. 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson , KY 4 2 4 2 0 
Office 270-827-2561 

Mobile 27 0-577- 68 15 
Fax 270-827-2558 

----- Original Message----- 

Sent: Thursday, February 12, 2009 10:11 AM 

Subject: RE: KY062-R-5103 documents 

Having just hung up from speaking with you, please allow me to follow-up. 
My comments were due to 2.01 G. Financial Statements indicating there has 
been no significant change to that balance sheet other than that disclosed 

CFC in writing. So, am wondering about the 2008 leveraged lease buyout 
you're saying CFC is aware of the buyout and the impact it had, then 
uldn't Schedule 1 say so? 

%From: Mark Hite 

Y T o :  'Nazir Rostom' 

\ 

2 
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Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 27 0-827-2561 
‘ax 270-827-2558 
‘obile 27 0- 57 7 - 68 15 

----_ Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 9:49 AM 
To: Mark Hite 
Cc: Krishna Murthy; Philomena Donaldson; Thomas Hall 
Subject: RE: KY062-R-5103 documents 

Thanks Mark for the compliment. 

Best , 

Na zir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Mark Hite 
<Mark.Hite@bigriv 
ers . corn> 
02/12/2009 10:35 
AM 

Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

T O  

cc 
Krishna Murthy 
<Krishna.Murthy@nrucfc.coop>, 
Thomas Hall 
<Thomas. Hall@nrucfc. coop>, 
Philomena Donaldson 
<Philomena.Donaldson@nrucfc.coop> 

RE: KY062-R-5103 documents 
Subject 

Your assistance and turn-around on this ELOC request has been awesome. Big 
Rivers sincerely appreciates CFC’s business partnership. Will be in touch. 
Thanks so much! 

L 

*-+rk A. Hite 
ce President 
7 Rivers Electric Corporation 
I Third Street 
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UlcLice 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

----- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 8:51 AM 
To: Mark Hite 
Cc: Krishna Murthy; Thomas Hall; Philomena Donaldson 
Subject: Fw: KY062-R-5103 documents 

\ Mark, 
Attached below are the loan agreement and board resolution. Please follow 
the instruction below to send us the executed documents. Should you have 
any question, please do not hesitate to contact me. 

Best, 

Nazir 
.- 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir. rostom@nrucfc. coop 

----- Forwarded by Nazir Rostom/CFC on 02/12/2009 09:47 AM --I-- 

James 
Jablonski/CFC 

To 
02/11/2009 04:31 Na z ir Ro s t om/CFC@ CFC 
PM cc 

Krishna Murthy/CFC@CFC, Philomena 
Donalds on /CFC@ CFC 

KY 0 6 2 -R- 5 1 0 3 document s 
Subject 

We are pleased to iniorm you that National Rural Utilities Cooperative 
Finance Corporation (CFC) has approved a new credit facility for your 
company. The CFC documents for the facility are enclosed for execution. 

\ 

As a condition of CFC's credit commitment, all of the attached documents 
must he executed by your cooperative and received by CFC within 90 days of 
the date of this correspondence. CFC's credit commitment i s  dependent upon 
the execution of the CFC documents by your cooperative and their receipt 
and acceptance by CFC. CFC will notify you after its receipt o f  the 
documents regarding the status of this facility. 

ease note that the attached documents have been transmitted only to your 
2erative. If you would like us to send a copy to your attorney or if you 
e any other questions, please contact me or the legal department contact 

4 
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BiFFhvers u ELECTRIC CORPORATION 

February 25,2009 

-_c_c- 

---I 1 Utilities Cooperative Finance Corporatioa-y 
Attention: Legal Admmst ramss i s tmi -  
2201 Cooperative Way 
Herndon, Virginia 201 71 

Re: Loan Designation KYO62-L-9002 

Gentlemen: 

Enclosed are the three documents required to effect the CFC $1 5 million one-year letter 
of credit facility for Big Rivers. The documents include: 

Line of Credit Reserve Authorization 
Letter of Credit Application and Agreement 
Opinion of Sullivan Mountjoy Stainback and Miller, PSC 
Certificate of Resolutions and Incumbency 

No authorization from any regulatory body is required to effect this agreement. We look 
forward to soon receiving a fblly executed document set back fiom you. 

Big Rivers is very thankful and appreciative of the efforts you and the other fine CFC 
folks have put forth to assist Big Rivers with this matter. We highly value your 
partnership. Please let me hear from you should you have any questions. 

Sincerely yours, 

Mark A. Hite 
Vice President of Accounting 
Big Rivers Electric Corporation 

Enclosures 

cc: Mr. Mark A. Bailey 
Mr. C. William Blackburn 
Mr. David A. Spainhoward 
Jarnes M. Miller, Esq. 

-_ " I - - "  -* 

P.O. Box 24 
Henderson, KY 4241 9-0024 

www.bigrivers.com 
270-827-256 1 

KITJC 1-8 
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LINE OF CREDIT RESERVE AUTHORiZATiON 

In consideration of the issuance of one or more letters of credit by NATIONAL RURAL 
UTILITIES COOPERATIVE FINANCE CORPORATION (“CFC“) on behalf of BIG RIVERS 
ELECTRIC CORPORATION (“Borrower“), pursuant to the Letter of Credit Application and 
Agreement (Master Facility) dated as of even date herewith, by and between Borrower and CFC 
(the “Letter of Credit Agreement“), the undersigned Borrower hereby authorizes CFC as follows: 

Capitalized terms that are not defined herein shall have the meanings as set forth in the 
Letter of Credit Agreement. 

If, prior to the close of business on the day that any Draw under a Letter of Credit has 
been made, Borrower has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC 
to make an Advance (as defined in the Line of Credit Agreement, until replaced by the 
Replacement Credit Agreement, then upon such replacement, as defined in the Replacement 
Credit Agreement) under the Line of Credit Agreement (until replaced by the Replacement 
Credit Agreement, then upon such replacement, under the Replacement Credit Agreement) in 
an amount equal to the Draw Amount and to apply such Advance to pay the Draw Amount on 
behalf of Borrower. 

. 

Borrower agrees that, so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the Line of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 
the line of credit provided for in the Replacement Credit Agreement) in an amount that is at all 
times at least equal to $7 5,000,000.00. The amount available at any time and from time to time 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) shall be referred to herein 
as the “Reserve Amount”. Borrower hereby agrees not to request any Advance (as defined in 
the Line of Credit Agreement until replaced by the Replacement Credit Agreement, then upon 
such replacement, as defined in the Replacement Credit Agreement) under the Line of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) if the effect of any such Advance would be to reduce 
the Reserve Amount below the sum of the Letter of Credit Amounts reflected in all issued and 
outstanding Letters of Credit. 

Borrower hereby agrees that CFC shall not incur any liability to Borrower as a result of 
following the instructions set forth herein, or for the exercise of the rights, remedies and obligations 
hereunder with respect to the Reserve Amount, except in cases of gross negligence or willful 
misconduct by CFC. 

This authorization shall remain in effect and shall be irrevocable until terminated by mutual 
agreement of Borrower and CFC, or until such time as all of the Borrower‘s obligations under the 
Letter of Credit Agreement have been paid in full, whichever is earlier. 

The undersigned agrees to pay such fees in connection with this Line of Credit Reserve 

The undersigned represents and warrants to CFC that the undersigned has the appropriate 
authority on behalf of the Cooperative to execute this authorization and to instruct CFC with respect 
to the Cooperative’s line of credit as set forth herein. 

Authorization as may be imposed by CFC pursuant to its policies of general application. 

CFC SECINS 
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This authorization shall not be modified by the Cooperative without CFC's written consent. 

BIG RIVERS ELECTRIC CORPORATION 

V P r e s i d e n t  and CEO 
Irw 
January 30, 2009 - 

[Date] 
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LETTER OF CREDIT APPLICATION AND AGREEMENT 
__ (Master Faciiity) 

Name and Address of Applicant: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attn: President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by Applicant from time to time as provided hereunder. 

Date of this Application and Agreement: January 30, 2009 

A. Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
(“CFC“) to issue one  or more irrevocable letters of credit for its own account in favor of the 
beneficiary or  beneficiaries requested by Applicant from time to time as provided hereunder under 
the terms and conditions stated herein. 

B. In consideration of the issuance by CFC of a Letter of Credit (as hereinafter defined), 
Applicant hereby agrees with CFC to the following terms and conditions which constitute a valid 
and binding agreement between Applicant and CFC. 

Definitions: For purposes of this Agreement, t h e  following capitalized terms shall have the 
following meanings (such definitions to be  equally applicable to the singular and the plural form 
thereof). All terms not otherwise defined herein shall have the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, 2003, by and between 
Applicant and CFC bearing CFC loan designation KY062-R-5101 ( a s  amended, the “Line of Credit 
Agreement”). 

“DSC Ratio” shall mean the ratio determined as follows: for any calendar year add: (1) net 
income (after taxes  and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or  loss), plus depreciation expense,  amortization expense,  and interest 
expense ,  minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments d u e  within the period on all Long Term Debt plus interest 
e x p e n s e  (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

“TIER” shall mean  the ratio determined as follows: for any calendar year add: (1 ) net income 
(after t a x e s  a n d  after eliminating any gain or loss on sale of assets  or other extraordinary gain or 
loss), plus interest expense;  and divide the sum so obtained by the sum of (2) interest expenses  
(all as calculated on a consolidated basis for the applicable period in accordance with GAAP 
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consistently applied or the appropriate standards of the regulatory agency having jurisdiction 
over the company) minus capitalized interest not paid from operating cash flow. 

I ,  Letter of Credit Facility: The maximum aggregate amount of letters of credit which may be 
issued hereunder is Fifteen Million Dollars ($1 5,000,000.00) (“Letter of Credit Facility”). Within this 
amount and subject to the limitation set forth in Section 3, Applicant may request, and National 
Rural Utilities Cooperative Finance Corporation (“CFC) shall issue, letters of credit to such 
beneficiary or beneficiaries as may be requested by Applicant from time to time under the terms 
and conditions of this Letter of Credit Application and Agreement (the “Agreement”). 

Each such request shall be in writing and substantially in the form of Exhibit A hereto. Each such 
letter is referred to herein as a “Letter of Credit”. Each Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the “Letter of 
Credit Amount”). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be available for issuance of additional Letters of Credit during the 
term of this Agreement. 

2. Amendment to Existing Letter of Credit Facility. On and after the Effective Date no 
additional letters of credit shall be issued under the terms of that certain First Amended and 
Restated Letter of Credit Application and Agreement (Master Facility) bearing CFC loan 
designation, KYO62-L-9001, dated July 14, 2003 with an effective date of July 15, 2003, as 
amended (the “Prior Facility”). Letters of credit issued under the Prior Facility shall remain 
outstanding and subject to the terms, conditions and provisions of the Prior Facility until their 
expiration or until they are otherwise terminated, at which time the Prior Facility shall be deemed 
canceled, with no further action required of either CFC or Borrower to effect such termination. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement or 
the line of credit agreement which is to replace the Line of Credit Agreement upon the 
termination of Borrower’s lease, power purchase agreement and other arrangements with 
subsidiaries of E.ON U.S. LLC (formerly LG&E Energy LLC) (such replacement agreement, is 
referred to herein as the “Replacement Credit Agreement), shall be referred to herein as the 
“Available Amount”. 

Applicant agrees that it shall not request the issuance of, nor shall CFC be obligated to issue, a 
Letter of Credit hereunder unless the Available Amount is equal to or greater than the sum of (i) 
the total Letter of Credit Amounts of all issued and outstanding Letters of Credit, plus (ii) the Letter 
of Credit Amount requested, provided, however, that so long the Prior Facility has not been 
cancelled pursuant to Section 2 hereof, Applicant agrees that it shall not request the issuance of, 
nor shall CFC be obligated to issue, a Letter of Credit hereunder unless the Available Amount is 
equal to or greater than the sum of (1) the total Letter of Credit Amounts of all issued and 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit issued and then 
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outstanding under the Prior Facility, plus (iii) the aggregate amount of unpaid Draws (as defined in 
the Prior Facility) under any letter of credit issued under the Prior Facility and plus (iv) the Letter of 
Credit Amount requested 

Applicant hereby agrees not to request any Advance (as defined in the Line of Credit Agreement 
until replaced by the Replacement Credit Agreement, then upon such replacement, as defined 
in the Replacement Credit Agreement) under the Line of Credit Agreement (until replaced by the 
Replacement Credit Agreement, then upon such replacement, under the Replacement Credit 
Agreement) if the effect of any such Advance would be to reduce the Available Amount below the 
sum of the Letter of Credit Amounts reflected in all issued and outstanding Letters of Credit plus 
the sum of the letter of credit amounts reflected in all issued and outstanding letters of credit 
issued under the Prior Facility. 

4. Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, but in no event 
shall such date be later than February 28, 2010. Provided that no default hereunder by the 
Applicant has occurred and is continuing, CFC's obligation to issue any Letter of Credit. under this 
Agreement shall remain in effect until the date that is February 27,2010. 

5. Effective Date: The Effective Date of this Agreement is set forth on the signature page hereof. 

6. CFC Letter of Credit Designation: The first Letter of Credit issued hereunder shall bear CFC 
designation KYO62-L-9002-001. Each subsequent Letter of Credit issued hereunder shall be 
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a "Draw"), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw request will he honored after CFC's close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFC's obligation to issue a Letter of Credit is conditioned upon CFC's receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) certified copies of all such 
corporate documents and proceedings of the Applicant as CFC may require authorizing the 
transactions hereby contemplated; (c) true and correct copies of all certificates, authorizations and 
consents of any regulatory authority necessary for the execution, delivery or performance by the 
Applicant of this Agreement; (d) an executed line of credit reservation authorization executed in 
favor of CFC; and (e) an opinion of counsel for the Applicant addressing such legal matters as 
CFC shall reasonably require. 

9. irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in a Letter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 
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‘10. Legal Representatives. Applicant agrees that CFC shall have no liability to the Applicant or 
to any other person for honoring drafts presented in accordance with the terms hereof and 
contained in a Letter of Credit which may be presented by the administrator, trustee in bankruptcy, 
debtor-in-possession, assignee for the benefit of creditors, liquidator, receiver or other legal 
representative of the Beneficiary. 

11. No Liability. CFC shall have no liability for, and the Applicant‘s repayment and other 
obligations hereunder shall not be affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
such drafts, statements or documents should in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes beyond CFC‘s control. 

12. Fees. 

A. Annual Facility Fee. On the Effective Date set forth below, and at each anniversary 
date thereof (“Anniversary Date”) for so long as  this Agreement is in effect, there shall be due 
and payable to CFC a nonrefundable facility fee (“Facility Fee”). Applicant shall pay the Facility 
Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The initial Facility Fee 
shall be expressed in a number of basis points (hundredths of a percentage point) of the 
aggregate amount of the Letter of Credit Facility. The amount of the Facility Fee shall be 
determined as of the Effective Date set forth below in accordance with CFC’s credit policies and 
practices as of said date. Subsequent Facility Fees shall be expressed in the same manner, in 
amounts determined in accordance with CFC’s credit policies and practices in effect as of each 
applicable Anniversary Date. Any increase in the Facility Fee shall be effective only as of an 
Anniversary Date. The Facility Fee shall be prorated for any year in which this Agreement is not 
in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

B. Issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
nonrefundable fee (“Issuance Fee”). The Issuance Fee shall be in an amount determined in 
accordance with CFC’s credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the,lssuance Fee shall be due and 
payable annually and shall be in an amount determined in accordance with CFC’s credit policies 
and practices in effect as of each anniversary of the date of issuance. Applicant shall pay fhe 
Issuance Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The 
Issuance Fee shall be prorated for any year in which the Letter of Credit is not outstanding for 
the entire year. 

In addition to the above fees, Borrower shall pay, as and when due, such additional fees as may 
be charged from time to time by CFC for issuing amendments to or transferring any Letter of 
Credit issued hereunder, and any fees that may be imposed by a confirming hank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or financial institution. 
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1 3. Repayment. 

A. CFC shall notify Applicant promptly of each (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement that is made to pay a Draw referred to in clause 
C of this Paragraph 13. 

B. Upon receipt of notice by Applicant from CFC that a Draw has been made, Applicant 
shall pay, in lawful money of the United States, without setoff, deduction, recoupment or 
counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, at its office in Hemdon, Virginia or such other offices as CFC may designate, 
the principal sum of the aggregate unpaid principal amount of such Draw (the “Draw Amount”), 
and interest as hereinafter provided on all amounts remaining unpaid hereunder from the date 
of such Draw in like money at said office (the “Interest Amount”). The Interest Amount shall be 
due and payable in accordance with CFC’s regular billing cycles as may be in effect from time to 
time. CFC shall send a payment notice to Applicant at least five days prior to the due date of 
such interest Amount. 

C. If, prior to the close of business on the day that any Draw has been made, Applicant has 
not paid the Draw Amount to CFC, Applicant hereby authorizes CFC to make an Advance under 
the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then upon 
such replacement, under the Replacement Credit Agreement) in an amount equal to the Draw 
Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such day is 
not a day that both CFC and the depository institution CFC uses for funds transfers are open for 
business, then the Advance shall be made on the next day that both CFC and the depository 
institution CFC uses for funds transfers are open for business. 

D. In the event that for any reason, a Draw is not repaid with the proceeds of an Advance 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) as described herein, 
Applicant shall pay such Draw and the Interest Amount no later than one year from the date of 
such Draw. 

14. Interest. The interest rate on all Draws will be equal to the total rate per annum as published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 
basis of a 365 day year for the actual number of days that any Draw is outstanding. The effective 
date of an interest rate adjustment will be determined from time to time by CFC, and shall remain 
in effect until any subsequent change in the interest rate occurs. 

15. Prepayment. Applicant may, at any time, make prepayments of the principal amount of a n y  
Draw, together with any interest accrued thereon. 

16. Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
Interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it fails to 
comply with clause C of this Paragraph 13 or if it fails to comply with Paragraphs 19 and 20 of 
this Agreement. Upon default, Applicant agrees that (a) CFC’s obligation to issue Letters of Credit 
hereunder shall terminate without liability to CFC, (b) all amounts outstanding under this 
Agreement shall become immediately due and payable in full with accrued interest, (c) CFC may 
exercise rights of setoff or recoupment and apply any and all amounts held, or hereby held, by 
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CFC or owed to the Borrower or for the credit or account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would otherwise be 
returned to Borrower; and (d) CFC may, in addition thereto, exercise any other remedies available 
to if under applicable law. Applicant hereby expressly waives demand, presentment for payment, 
notice of dishonor, protest, notice of protest, and notice of non-payment, and all other notices that 
m 

17. Required Notices. Applicant agrees that, so long as any amount due is outstanding under 
this Agreement, Applicant shall promptly notify CFC (a) of any delinquency or default on any of its 
debt, including but not limited to money borrowed, debt evidenced by securities issued, or any 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 
its sole and absolute discretion, that such delinquency or default, or such inaccurate financial 
information materially increases CFC's risk of repayment hereunder, CFC may exercise all 
remedies available to it under applicable law, including but not limited to acceleration of all 
amounts due hereunder. 

18. Right of Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and from time to time, without prior notice to the Applicant, to exercise 
rights of setoff or recoupment and apply any and all amounts held, or hereafter held, by CFC or 
owed to the Applicant or for the credit or account of the Applicant against any and all of the 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any such 
setoff or recoupment and the application thereof, provided that the failure to give such notice shall 
not affect the validity of such setoff, recoupment or application. The rights of CFC under this 
section are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. Applicant waives all rights of setoff, deduction, recoupment or 
counterclaim. 

19. Financial Ratios; Design of Rates. The Borrower shall achieve a DSC Ratio of not less than 
1.0 and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of I .O for the calendar year prior to such reduction 
subject only to an order from a governmental authority properly exercising jurisdiction over the 
Borrower. 

20. Financial information. Applicant will cause to be prepared and furnished to CFC a full and 
complete report of its financial condition and operations as of the end of the Applicant's fiscal 
year in form and substance satisfactory to CFC, audited by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year. Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 
Applicant's monthly and quarterly financial statements, and a copy of Applicant's annual audit 
report. Monthly statements shall be furnished within thirty (30) days after the end of the month and 
quarterly Statements shall be furnished within thirty (30) days after the end of the quarter. The 
foregoing requirements shall survive the making of Draws hereunder and the expiration of a Letter 
of Credit until all sums due under this Agreement have been paid in full. 

21. Late Fee; Collection Costs. If payment of any principal andlor interest due under the terms 
of this Agreement is not received at CFC's offices in Hemdon, Virginia, or such other place as 
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CFC may designate, within 5 business days afbr the due date thereof, Applicant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies of general application. Applicant further agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

22. GOVERNING LAW SUBMISSION TO JURISDICTION; WAIVER OF JURY TRIAL. 

THE PERFORMANCE AND CONSTRUCTION O F  THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

APPLICANT HEREBY SUBMITS TO THE NONEXCLUSIVE JURISDICTION OF THE UNITED 
STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO LOCATED FOR 
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TWNSACTIONS CONTEMPLATED HEREBY. APPLICANT 
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMllTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMllTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant at 
the address and telecopy number stated above, and to CFC at: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. All communications shall 
be deemed to have been duly given when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as provided for herein. 

17. Miscellaneous. No modification or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be in 
writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covered and the transactions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be found or held invalid or unenforceable by any 
governmental agency or court of competent juflsdiction, such invalidity or unenforceability shall not 
affect the remainder of such term, provision or condition nor any other term, provision or condition, 
and this Agreement shall survive and be construed as if such invalid or unenforceable term, 
provision or condition had not been cantained therein. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 
(SEAL) 

Title: President and CEO ___ 

Attest: Chair dQU,@& of -w the Baard 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 

--.- By: 
Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 

Effective Date (to be filled in by CFC): 
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EXHlBIT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 201 71 -3025 
Attn: Nazir Rostom 

Re: National Rural Utilities Cooperative Finance Corporation ("CFC") 
Master Letter of Credit Facility No. KY062-L-9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a letter of credit 
under the above-referenced master facility with the following terms: 

Letter of Credit 'Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned. 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 

By: -- 

Name: 

Title: - 

Date: .- 
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EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUMBER ((LoanNumber)) 

Date: ctLetterDate)) 

Amount: ((AmountText)) Dollars ($c<AmountNumbern.OO) 

Letter of Credit Expiration Date: ccExpiryDate)) 

Beneficiary Name and Address: 

cc BeneficiaryName)) 
ccBenefAddressLine1)) 
~BenefAddressLine2~ 

Name of Applicant: 

ct AppiicantName)) 
(tAppAddressLine1)) 
ctAppAddressLine2~ 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Hemdon, Virginia 201 71 -3025 Attention: ctAVPName)) 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance with the terms and conditions herein against sight drafts 
presented at the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ctLoanNumbern, dated ctLetterDate))" and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Beneficiary 
reading as follows: "The amount claimed under this Letter of Credit as represented by the sight 
draft enclosed herewith is due and payable because (a) payment is due to ((BeneficiaryName)) 
from ((AppIicantNamen pursuant to [REASON FOR PAYMENTJ, (b) ((ApplicantNarne)) has not 
made such payment, (c) ((BeneficiaryName)) has made written demand upon ((ApplicantName)) 
for payment, and (d) payment pursuant thereto has not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 
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We hereby agree with you that sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above. Payment of any draft drawn under this Letter of Credit in an amount less than 
the maximum amount available hereunder shall be recorded by us on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

___ 

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (I 993 Version), International Chamber of Commerce Publication No. 500 
("UCF"'). As to matters not governed by the UCP, this Letter of Credit is governed by the laws of the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

By: 
Assistant Secretary-Treasurer 
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Ronald M. Sullivan 

Jcssc T. Mountjoy 

Frank Stainback 

James U Miller 

Michael k Fiorclk 

Man W. Holbrook 

R. Michael Sullivan 

Bryan R Rcynolds 

Tyson A Iiamuf 

Mark W. Sramcs 

C. Ellsworrh Mountjoy 

Susan Monralvo-Gcsscr 

- 

Tclephonc (270) 926-4000 

Tclccopicr (270) 683-6694 

3 Sr. Ann Building 

PO Box 727 
Owensboro. Kcnrucky 

42.302-0727 

February 25,2009 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attn.: General Counsel 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-R-9002 

Dear Sir: 

We are counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the laws of 
the Commonwealth of Kentucky ("Borrower"), and render this opinion to you in connection 
with the $15,000,000.00 letter of credit facility provided for in the Letter of Credit 
Application and Agreement ("Letter of Credit Agreement") dated as of January 30, 2009, 
between the Borrower and National Rural Utilities Cooperative Finance Corporation 
('ICFC"). 

We have examined such corporate records and proceedings of the Borrower, and such 
other documents as we have deemed necessary as a basis for the opinions hereinafter 
expressed. 

We have also examined the following documents as executed and delivered: ( I )  the Letter 
of Credit Agreement and (2) the Line of Credit Reserve Authorization dated January 30, 
2009 (together, the "Loan Documents") as executed and delivered by the Borrower. 

Based upon the foregoing, we are of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in good 
standing under the laws of the jurisdiction of its organization, and the 
Borrower has full corporate power (a) to execute and deliver the Loan 
Documents; and (b) to perform all acts required to be done by it under the 
Loan Documents; and 

(ii) no authorization from any regulatory body is required in connection with the 
execution, delivery and performance of the Loan Documents including, 
without limitation, the Federal Energy Regulatory Commission andlor the 
state public utility commission, if applicable. 

Very truly yours, 

Sullivan, Mountjoy, Stainback & Miller, P.S.C. 

By: 

cc: Mark A. Bailey 
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CERTIFIED COPY OF MINUTES 
Chair o f  the Board 

I ,  W i l l i a m  C. Denton , d o  hereby certify that (i) I am the&ecmhy of 
BIG RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (ii) the 
following are true and correct copies of resolutions duly adopted by the board of 
directors of the Cooperative at a meeting held on -January 30, 2009 ; (iii) the 
meeting was duly and regularly called and held in accordance with the articles and 
bylaws of the Cooperative; (iv) the Cooperative is duly incorporated, validly existing and 
in good standing under t h e  laws of the  s t a t e  of its incorporation and there is no pending 
or contemplated proceeding for the merger, consolidation, sale of assets or business or 
dissolution of the Cooperative; (v) forms of t h e  CFC loan documents were submitted to 
the meeting and were authorized by the  board of directors to  be  executed; (vi) none of 
the  following resolutions h a s  been rescinded or modified as of this date; and (vii) the 
persons authorized below have been duly elected or appointed to their respective 
positions and occupied such  positions on the date of actual execution of the CFC loan 
documents: 

RESOLVED, that the Cooperative is hereby authorized: to obtain a master letter of credit 
facility with National Rural Utilities Cooperative Finance Corporation (CFC), in accordance with 
the terms and conditions of a Letter of Credit Application and Agreement substantially in the 
form submitted to this meeting (the "Letter of Credit Agreement"); to request CFC to issue 
letters of credit thereunder to such Beneficiaries as management shall determine from time to 
time, up to an aggregate principal amount not to exceed Fifteen Million Dollars 
($1 5,000,000.00); and to maintain such facility outstanding for a tern expiring on February 28, 
2010. 

RESOLVED, that each  of the following Officers be and hereby is authorized to enter into, 
execute and deliver, in the name and on behalf of the Cooperative, the Letter of Credit 
Agreement; to modify the terms of said Agreement (except as to the amount and term 
authorized herein); and to execute and to deliver such further documents and to do all other 
things as may be necessary or appropriate in order to comply with CFC requirements and to 
give effect to the purposes and intent of the foregoing resolutions: 

---i Mark A .  Bailey 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of the 
Cooperative, t h i s 3 3  day of January ,2009 . 

-w 
(CORPORATE SEAL) Chair o f  t he  Board 
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LINE OF CREDIT RESERVE AUTHORIZATION 

_I_ In consideration of the issuance of one or more letters of credit by NATIONAL RURAL 
UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC") on behalf of BIG RIVERS 
ELECTRIC CORPORATION ("Borrower"), pursuant to the Letter of Credit Application and 
Agreement (Master Facility) dated as of even date herewith, by and between Borrower and CFC 
(the "Letter of Credit Agreement"), the undersigned Borrower hereby authorizes CFC as follows: 

Capitalized terms that are not defined herein shall have the meanings as set forth in the 
Letter of Credit Agreement. 

If, prior to the close of business on the day that any Draw under a Letter of Credit has 
been made, Borrower has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC 
to make an Advance (as defin 

an amount equal to 
behalf of Borrower. 

e Line of Credit 

ount that is at all 

all be referred to herein upon such replaceme 
as the "Reserve Amo 
the Line of Credit Ag 
such replacement, a 
Agreement (until rep 
under the Replacement Credit Ag 
the Reserve Amount below the s 
outstanding Letters of Credit. 

Borrower hereby agrees that CFC shall not incur any liability to Borrower as a result of 
following the instructions set forth herein, or for the exercise of fhe rights, remedies and obligations 
hereunder with respect to the Reserve Amount, except in cases of gross negligence or willful 
misconduct by CFC. 

This authorization shall remain in effect and shall be irrevocable until terminated by mutual 
agreement of Borrower and CFC, or until such time as all of the Borrower's obligations under the 
Letter of Credit Agreement have been paid in full, whichever is earlier. 

The undersigned agrees to pay such fees in connection with this Line of Credit Reserve 

The undersigned represents and'warrants to CFC that the undersigned has the appropriate 
authority on behalf of the Cooperative to execute this authorization and to instruct CFC with respect 
to the Cooperative's line of credit as set forth herein. 

Authorization as may be imposed by CFC pursuant to its policies of general application. 
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This authorization shall not be modified by the Cooperative without CFC's written consent. 
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BIG RIVERS ELECTRIC CORPORATION 

n [Signature] 
v 

I-_ 

P r e s i d e n t  and CEO 
[Title] 

January 30, 2009 
[Date] 

--___- 
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CERTIFIED COPY OF MINUTES 
Chair of t h e  Board 

I ,  W i l l i a m  C, Denton , do hereby certify that (i) I am the Skaedmy of 
BIG RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (i i )  the 
following are true and correct copies of resolutions duly adopted by the board of 
directors of the Cooperative at a meeting held on January 30, 2009 ; (iii) the 
meeting was duly and regularly called and held in accordance with the articles and 
bylaws of the Cooperative; (iv) the Cooperative is duly incorporated, validly existing and 
in good standing under the laws of the state of its incorporation and there is no pending 
or contemplated proceeding for the merger, consolidation, sale of assets or business or 
dissolution of the Cooperative; (v) forms of the CFC loan documents were submitted to 
the meeting and were authorized by the board of directors to be executed; (vi) none of 
the following resolutions has been rescinded or modified as of this date; and (vii) the 
persons authorized below have been duly elected or appointed to their respective 
positions and occupied such positions on t h e  date of actual execution of the CFC loan 
documents: 

Title or Office 

President 

RESOLVED, that the Cooperative is hereby authorized: to obtain a master letter of credit 
facility with National Rural Utilities Cooperative Finance Corporation (CFC), in accordance with 
the terms and conditions of a Letter of Credit Application and Agreement substantially in the 
form submitted to this meeting (the "Letter of Credit Agreement"); to request CFC to issue 
letters of credit thereunder to such Beneficiaries as management shall determine from time to 
time, up to an aggregate principal amount not to exceed Fifteen Million Dollars 
($15,000,000.00); and to maintain such facility outstanding for a term expiring on February 28, 
201 0. 

Name (printed or typed) 

Nark A. B a i l e y  

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of the 
Cooperative, this3- day ofJanuary , 2009 . 

- 
Chair  13- of - t h e  Board 

(CORPORATE SEAL) 
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LETTER OF CREDIT APPLICATION AND AGREEMENT 
(Master Facility) 

Name and Address of Applicant: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attn: President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by Applicant from time to time as provided hereunder. 

Date of this Application and Agreement: Janua ry  3 0 ,  2009 

A. Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
(“CFC”) to issue one or more irrevocable letters of credit for its own account in favor of the 
beneficiary or beneficiaries requested by Applicant from time to time as provided hereunder under 
the terms and conditions stated herein. 

B. In consideration of the issuance by CFC of a Letter of Credit (as hereinafter defined), 
Applicant hereby agrees with CFC to the following terms and conditions which constitute a valid 
and binding agreement between Applicant and CFC. 

Definitions: For purposes of this Agreement, the following capitalized terms shall have the 
following meanings (such definitions to be equally applicable to the singular and the plural form 
thereof). All terms not otherwise defined herein shall have the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, 2003, by and between 
Applicant and CFC bearing CFC loan designation 0062-R-5101 (as amended, the “Line of Credit 
Agreement”). 

“DSC Ratio” shall mean the ratio determined as follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all as calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

“TIER” shall mean the ratio determined as follows: for any calendar year add: ( I )  net income 
(after taxes and after eliminating any gain or loss on sale of assets or other extraordinary gain or 
loss), plus interest expense; and divide the sum so obtained by the sum of (2) interest expenses 
(all as calculated on a consolidated basis for the applicable period in accordance with GAAP 
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consistently applied or the appropriate standards of the regulatory agency having jurisdiction 
over the company) minus capitalized interest not paid from operating cash flow. - 

1. Letter of Credit Facility: The maximum aggregate amount of letters of credit which may be 
issued hereunder is Fifteen Million Dollars ($1 5,000,000.00) (“Letter of Credit Facility”). Within this 
amount and subject to the limitation set forth in Section 3, Applicant may request, and National 
Rural Utilities Cooperative Finance Corporation (‘CFC’’) shall issue, letters of credit to such 
beneficiary or beneficiaries as may be requested by Applicant from time to time under the terms 
and conditions of this Letter of Credit Application and Agreement (the “Agreement”). 

Each such request shall be in writing and substantially in the form of Exhibit A hereto. Each such 
letter is referred to herein as a “Letter of Credit”. Each Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the “Letter of 
Credit Amount”). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be available for issuance of additional Letters of Credit: during the 
term of this Agreement. 

2. Amendment to Existing Letter of Credit Facility. On and after the Effective Date no 
additional letters of credit shall be issued under the terms of that certain First Amended and 
Restated Letter of Credit Application and Agreement (Master Facility) bearing CFC loan 
designation, KY062-L-9001, dated July 14, 2003 with an effective date of July 15, 2003, as 
amended (the “Prior Facility”). Letters of credit issued under the Prior Facility shall remain 
outstanding and subject to the terms, conditions and provisions of the Prior Facility until their 
expiration or until they are otherwise terminated, at which time the Prior Facility shall he deemed 
canceled, with no further action required of either CFC or Borrower to effect such terminatian. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required ta amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement or 
the line of credit agreement which is to replace the Line of Credit Agreement upon the 
termination of Borrower’s lease, power purchase agreement and other arrangements with 
subsidiaries of E.ON U.S. LLC (formerly LG&E Energy LLC) (such replacement agreement, is 
referred to herein as the “Replacement Credit Agreement), shall be referred to herein as the 
“Available Amount”. 

Applicant agrees that it shall not request the issuance of, nor shall CFC be obligated to issue, a 
Letter of Credit hereunder unless the Available Amount is equal to or greater than the sum of (i) 
the total Letter of Credit Amounts of all issued and outstanjing Letters of Credit, plus (ii) the Letter 
of Credit Amount requested, provided, however, that so long the Prior Facility has not been 
cancelled pursuant to Section 2 hereof, Applicant agrees that it shall not request the issuance of, 
nor shall CFC be obligated to issue, a Letter of Credit hereunder unless the Available Amount is 
equal to or greater than the sum of (i) the total Letter of Credit Amounts of all issued and 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit issued and then 
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outstanding under the Prior Facility, plus (iii) the aggregate amount of unpaid Draws (as defined in 
the Prior Facility) under any letter of credit issued under the Prior Facility and plus (iv) the Letter of 
Credit Amount requested 

__ 

Applicant hereby agrees not to request any Advance (as defined in the Line of Credit Agreement 
until replaced by the Replacement Credit Agreement, then upon such replacement, as defined 
in the Replacement Credit Agreement) under the Line of Credit Agreement (until replaced by the 
Replacement Credit Agreement, then upon such replacement, under the Replacement Credit 
Agreement) if the effect of any such Advance would be to reduce the Available Amount below the 
sum of the Letter of Credit Amounts reflected in all issued and outstanding Letters of Credit plus 
the sum of the letter of credit amounts reflected in all issued and outstanding letters of credit 
issued under the Prior Facility. 

4. Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, but in no event 
shall such date be later than February 28, 2010. Provided that no default hereunder by the 
Applicant has occurred and is continuing, CFC’s obligation to issue any Letter of Credit under this 
Agreement shall remain in effect until the date that is February 27, 201 0. 

5. Effective Date: The Effective Date of this Agreement is set forth on the signature page hereof. 

6. CFC Letter of Credit Designation: The first Letter of Credit issued hereunder shall bear CFC 
designation KYO62-L-9002-001. Each subsequent Letter of Credit issued hereunder shall be 
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a “Draw”), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw request will be honored after CFC’s close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFC’s obligation to issue a Letter of Credit is conditioned upon CFC’s receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) certified copies of all such 
corporate documents and proceedings of the Applicant as CFC may require authorizing the 
transactions hereby contemplated; (c) true and correct copies of all certificates, authorizations and 
consents of any regulatory authority necessary for the execution, delivery or performance by the 
Applicant of this Agreement; (d) an executed line of credit reservation authorization executed in 
favor of CFC; and (e) an opinion of counsel for the Applicant addressing such legal matters as 
CFC shall reasonably require. 

9. irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in a Letter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 
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I O .  Legal Representatives. Applicant agrees  tha t  CFC shall have no liability to the Applicant or 
to  any other person for honoring drafts presented in accordance with the terms hereof and 
contained in a Letter of Credit which may be  presented by the administrator, trustee in bankruptcy, 
debtor-in-possession, assignee for the benefit o f  creditors, liquidator, receiver or other legal 
representative of the Beneficiary. 

-- 

11. No Liability. CFC shall have no liability for, and the Applicant‘s repayment and other 
obligations hereunder shall not be  affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
s u c h  drafts, statements or documents should in fact  prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes beyond CFC‘s control. 

92. Fees. 

A. Annual Facility Fee. On the Effective Date  se t  forth below, and a t  each anniversary 
date thereof (“Anniversary Date”) for so long as this Agreement is in effect, there shall be due 
a n d  payable to CFC a nonrefundable facility fee (“Facility Fee”). Applicant shall pay the Facility 
F e e  to CFC promptly upon receipt of an invoice from CFC relating thereto. The initial Facility Fee 
shall be expressed in a number of basis points (hundredths of a percentage point) of the 
aggregate  amount of the Letter of Credit Facility. The amount of the Facility Fee shall be 
determined as of the Effective Date s e t  forth below in accordance with CFC’s credit policies and 
practices as of said date. Subsequent Facility F e e s  shall be expressed in the same  manner, in 
amounts  determined in accordance with CFC’s credit policies and practices in effect as of each 
applicable Anniversary Date. Any increase in t h e  Facility Fee shall be effective only as of an 
Anniversary Date. The Facility Fee  shall be  prorated for any year in which this Agreement is not 
in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee.  

5. Issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
nonrefundable fee  (”Issuance Fee”). The Issuance Fee shall be in an amount determined in 
accordance  with CFC’s credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the Issuance Fee  shall be d u e  and 
payable annually and shall be in an amount determined in accordance with CFC’s credit policies 
a n d  practices in effect as of each anniversary of the  date of issuance. Applicant shall pay the 
Issuance F e e  to CFC promptly upon receipt of a n  invoice from CFC relating thereto. The 
Issuance F e e  shall be prorated for any year in which the Letter of Credit is not outstanding for 
t h e  entire year. 

In addition to the above fees, Borrower shall pay, as and when due, such additional fees a s  may 
be charged from time to time by CFC for issuing amendments to or transferring any Letter of 
Credit issued hereunder, and any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or  financial institution. 
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-_ 
13. Repayment. 

A. CFC shall notify Applicant promptly of e a c h  (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement t h a t  is made to pay a Draw referred to in clause 
C of this Paragraph 13. 

B. Upon receipt of notice by Applicant from CFC that a Draw has  been made, Applicant 
shall pay, in lawful money of the United States ,  without setoff, deduction, recoupment or 
counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, at its office in Herndon, Virginia or such other offices as CFC may designate, 
the  principal sum of the aggregate unpaid principal amount of such Draw (the “Draw Amount”), 
a n d  interest as hereinafter provided on all amounts  remaining unpaid hereunder from the  date 
of such Draw in like money at  said office (the “Interest Amount“). The  Interest Amount shall be 
d u e  and payable in accordance with CFC’s regular billing cycles as may be in effect from time to 
time. CFC shall send a payment notice to Applicant a t  least five days prior to the due date of 
s u c h  Interest Amount. 

C. I f ,  prior t o  the close of business on the day that any Draw h a s  been made, Applicant has 
not paid the  Draw Amount to CFC, Applicant hereby authorizes CFC to make a n  Advance under 
the Line of Credit Agreement (until replaced by t h e  Repiacement Credit Agreement, then upon 
such  replacement, under the Replacement Credit Agreement) in a n  amount equal to the  Draw 
Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such day is 
not a day  that both CFC and the depository institution CFC uses for funds transfers are open for 
business, then the Advance shall be made on t h e  next day that both CFC and the depository 
institution CFC uses  for funds transfers are  open for business. 

D. In the  event that for any reason, a Draw is not repaid with the proceeds of an Advance 
under the  Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) as described herein, 
Applicant shall pay such Draw and the Interest Amount no later than one  year from the date of 
such  Draw. 

14. Interest. T h e  interest rate on all Draws will be equal to the total rate per annum as published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 
basis of a 365 day  year for the actual number of days that any Draw is outstanding. The effective 
date of a n  interest rate adjustment will be determined from time to time by CFC, and shall remain 
in effect until any subsequent change in the interest rate occurs. 

15. Prepayment. Applicant may, a t  any time, make prepayments of the principal amount of any 
Draw, together with any interest accrued thereon. 

16, Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
Interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it fails to 
comply with clause C of this Paragraph 13 or if it fails to comply with Paragraphs 19 and 20 of 
this  Agreement. Upon default, Applicant agrees  that (a) CFC’s obligation to issue Letters of Credit 
hereunder shall terminate without liability to CFC, (b) all amounts outstanding under this 
Agreement shall become immediately due  and payable in full with accrued interest, (c) CFC may 
exercise rights of setoff or recoupment and apply any and all amounts held, or hereby held, by 
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CFC or owed to the Borrower or for the credit or account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would otherwise be 
returned to Borrower; and (d) CFC may, in addition thereto, exercise any other remedies available 
to it under applicable law. Applicant hereby expressly waives demand, presentment for payment, 
notice of dishonor, protest, notice of protest, and notice of non-payment, and all other notices that 
m 

17. Required Notices. Applicant agrees that, so long as any amount due is outstanding under 
this Agreement, Applicant shall promptly notify CFC (a) of any delinquencyor default on any of its 
debt, including but not limited to money borrowed, debt evidenced by securities issued, or any 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 
its sole and absolute discretion, that such delinquency or default, or such inaccurate financial 
information materially increases CFC's risk of repayment hereunder, CFC may exercise all 
remedies available to it under applicable law, including but not limited to acceleration of all 
amounts due hereunder. 

18. Right of Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and from time to time, without prior notice to the Applicant, to exercise 
rights of setoff or recoupment and apply any and all amounts held, or hereafter held, by CFC or 
owed to the Applicant or for the credit or account of the Applicant against any and all of the 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any such 
setoff or recoupment and the application thereof, provided that the failure to give such notice shall 
not affect the validity of such setoff, recoupment or application. The rights of CFC under this 
section are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. Applicant waives all rights of setoff, deduction, recoupment or 
counterclaim. 

19. Financial Ratios; Design of Rates. The Borrawer shall achieve a DSC Ratio of not less than 
1.0 and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction 
subject only to an order from a governmental authority properly exercising jurisdiction over the 
Borrower. 

20. Financial Information. Applicant will cause to be prepared and furnished to CFC a full and 
complete report of its financial condition and operations as of the end of the Applicant's fiscal 
year in form and substance satisfactory to CFC, audited by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year. Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 
Applicant's monthly and quarterly financial statements, and a copy of Applicant's annual audit 
report, Monthly statements shall be furnished within thirty (30) days after the end of the month and 
quarterly statements shall be furnished within thirty (30) days after the end of the quarter. The 
foregoing requirements shall survive the making of Draws hereunder and the expiration of a Letter 
of Credit until all sums due under this Agreement have been paid in full. 

21. Late Fee; Collection Costs. If payment of any principal andlor interest due under the terms 
of this Agreement is not received at CFC's offices in Herndon, Virginia, or such other place as 
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CFC may designate, within 5 business days after the due date thereof, Applicant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies of general application. Applicant further agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

___ 

22. GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF JURY TRIAL. 

THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

APPLICANT HEREBY SUBMITS TO THE NONEXCLUSIVE JURISDICTION OF THE UNITED 
STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO LOCATED FOR 
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. APPLICANT 
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMllTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM, 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant at 
the address and telecopy number stated above, and to CFC at: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdon, Virginia 201 71-3025 
Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. All communications shall 
be deemed to have been duly given when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as provided for herein. 

17. Miscellaneous. No modification or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be in 
writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covered and the transactions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be found or held invalid or unenforceable by any 
governmental agency or court of competent jurisdiction, such invalidity or unenforceability shall not 
affect the remainder of such term, provision or condition nor any other term, provision or condition, 
and this Agreement shall survive and be construed as 
provision or condition had not been contained therein. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed a s  of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 
(SEAL) 

By: ) h w + L . d . /  
Title: President and CEO - 

W @ W  

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

Attest: dQU,@& 
Chair o f  t h e  Board 

, 

(SEAL) 

BY:- _l- 

Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 

Effective Date (to be filled in by CFC): 
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EXHIBIT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 201 71 -3025 
Attn: Nazir Rostom 

Re: National Rural Utilities Cooperative Finance Corporation (“CFC”) 
Master Letter of Credit Facility No. KY062-L-9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a letter of credit 
under the above-referenced master facility with the following terms: 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Canditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned. 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 

By: .- 

Name: 

- Title: 

Date: 
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EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LEiTER OF CREDIT NUMBER ctLoanNumber)) 

Date: ccLetterDate)) 

Amount: ccAmountText)) Dollars ($ctAmountNumber)).OO) 

Letter of Credit Expiration Date: ccExpiryDate>> 

Beneficiary Name and Address: 

((BeneficiaryName)) 
ct BenefAddressLinel )) 
((BenefAddressLine2~ 

Name of Applicant: 

cc ApplicantName)) 
ct Ap p Ad d ress  Li n e  1 )) 
ctAppAddressLine2~ 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Herndon, Virginia 201 71 -3025 Attention: ccAVPName)) 

To the above-named Beneficiary: 

W e  hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made  available to you in accordance with the terms and conditions herein against sight drafts 
presented a t  the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ctLoanNumber)), dated ccLetterDate))" and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Beneficiary 
reading as follows: "The amount claimed under this Letter of Credit as represented by the sight 
draft enclosed herewith is due and payable because (a) payment is due  to ((BeneficiaryName)) 
from ((AppIicantName)) pursuant to [REASON FOR PAYMENT], (b) ((ApplicantName)) has not 
m a d e  such  payment, (c) ((BeneficiaryName)) has made written demand upon ((ApplicantName)) 
for payment, and (d) payment pursuant thereto has  not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 
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__ We hereby agree with you that sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above, Payment of any draft drawn under this Letter of Credit in an amount less than 
the maximum amount available hereunder shall be recorded by us on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (1 993 Version), International Chamber of Commerce Publication No. 500 
("UCP"), As to matters not governed by the UCP, this Letter of Credit is governed by the laws of the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

By: 
Assistant Secretary-Treasurer 
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CFC Instructions 

Borrower: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation: KY062-L-9002 

Enclosed for the above-referenced loan are the following documents: 

I .  
11. 
Ill. 

CFC Letter of Credit Application and Agreement - 1 counterpart 
Certificate of resolutions and incumbency 
Form of opinion of counsel 

Before any action is taken to execute the documents, it should be  determined that all necessary 
regulatory cornmission approvals have been obtained. CFC will require an original or t rue copy of the 
order of the commission. 

A. Letter of Credit ADplication and Aqreement: 
Please execute the letter of credit application and agreement. A copy will be returned to you upon 

execution by CFC 
B. Certificate of Board Resolutions and Incumbencv: 
Board resolutions should be adopted following the form supplied. Note that the names and titles of 

all officials authorized to execute the loan documents on behalf of the Borrower must be set 
forth on the incumbency portion of the certificate. Borrower should consult with counsel to 
determine if its bvlaws andlor the laws of its state of incorporation reauire the loan 
documents to be sealed and attested. If so, the name and title of the officials authorized to 
attest the execution of the documents must be set forth in the incumbency portion of the 
certificate. 

C. Opinion of Counsel: 
Counsel should prepare one original opinion of counsel, on counsel's letterhead, in the form supplied 

DOCUMENTS TO BE RETURNED TO CFC: 

0 Certified or true copy of Commission approval (if applicable) 

CFC letter of credit application and agreement 
The original certificate of resolutions and incumbency 

0 An original opinion of counsel 

IF YOU HAVE QUESTIONS REGARDING THESE INSTRUCTIONS, DOCUMENTS OR OPINION, 
PLEASE TELEPHONE JAMES JABLONSKI (CORPORATE COUNSEL) AT (800) 424-2954 OR 
(703) 709-6700. 
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PLEASE RETURN ALL DOCUMENTS TO: 
- 

NRUCFC 
ATTN: LEGAL ADMINISTRATIVE ASSISTANT 
2201 COOPERATIVE WAY 
HERNDON, VA 20171 
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[COUNSEL SHOULD PREPARE THIS FORM OF OPINION ON ITS LETTERHEAD] 

Date: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 201 71 -3025 
Attn.: General Counsel 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-L-9002, 

Dear Sir: 

I a m  counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the laws of the 
State  of Kentucky ("Borrower"), and render this opinion to you in connection with the 
$15,000,000.00 letter of credit facility provided for in the Letter of Credit Application and 
Agreement ("Letter of Credit Agreement"), dated as of ___ I 

between the  Borrower and National Rural Utilities Cooperative Finance Corporation ('CFC''). 

I have examined such corporate records and proceedings of the Borrower, and such other 
documents as I have deemed necessary as a basis for the opinions hereinafter expressed. 

I have also examined the following documents as executed and deiivered: (1) the Letter of 
Credit Agreement and (2) and ( i i )  the Line of Credit Reserve Authorization dated 
(together, the "Loan Documents"). 

Based upon the foregoing, I am of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in good 
standing under the laws of the jurisdiction of its organization, and the Borrower has full 
corporate power (a) to execute and deliver the Loan Documents; and (b) to perform all acts 
required to be done by it under the Loan Documents: 

E**" SELECT ONE OF THE FORMS OF PARAGRAPH (i i )  ***I 
*** (ii) all authorizations from regulatory bodies required in connection with the 
execution, delivery and performance of the Loan Documents, including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable, 
have been obtained and copies thereof are attached hereto; 

*** (ii) no authorization from any regulatory body is required in connection with the 
execution, delivery and performance of the Loan Documents including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable; 

Si nce  rely, 
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National Rural Utilities 
Cooperative Finance Corporafioh 

--------...---___-.-- 

June 6,2008 
RECEIVED JUN 1 0  2008 

Mr. Michael H. Core 
President and CEO 
Rig Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

RE: LOAN DESIGNATION K.YO62-L-9001 
Loan Amendment Documentation 

Dear Mr. Core: 

Big River5Electric Corporation has executed and returned all required CFC documents and 
supporting papers in connection with an amendment to the CFC loan agreement for the loan 
designated above. These documents have been reviewed and found legally acceptable and 
satisfactory to CFC and thus constitute a binding amendment to the loan agreement between 
CFC and your system. 

Enclosed for your records is an original of the amendment, executed by CFC, which is 
effective as of the date, stated therein. 

We at CFC appreciate the opportunity to serve your system and look forward to our 
continued business relationship. 

Sincerely, 

Associate Vice President 
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FIRST AMENDMENT TO FIRST AMENDED AND RESTATED 
LETTER OF CREDIT APPLICATION AND AGREEMENT 

FIRST AMENDMENT TO FIRST AMENDED AND RESTATED LETTER OF CREDIT 
APPLICATION AND AGREEMENT (this “Amendment”), dated as of 

3onc 2.2 . mc( , between B I G  RIVERS ELECTRIC CORPORATION 
(“Borrower”), a corporaaon organized and existing under the laws of the State of Kentucky, and 
NATIONAL ‘ RURAL UTILIT~ES COOPERATIVE FINANCE CORPORATION (TFC*~), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower and CFC are parties to that certain First Amended and 
Restated Letter of Credit Application and Agreement dated as of July 14, 2003, with respect to 
CFC Loan No. KYO62-L-9001 (the “Original Agreement”); 

WHEREAS, the Borrower has requested an extension in the period during which letters 
of credit can be issued under the Original Agreement and the final date upon which all such 
letters of credit must expire and CFC has agreed to such modification subject to Borrower’s 
agreement to extend its current line of credit reservation to the line of credit that will replace the 
line of credit provided for in the Revolving Credit Agreement (as defined in the Original 
Agreement), upon the termination thereof (the “Replacement Line of Credit”); 

WHEREAS, the Borrower and CFC have agreed to modify the Original Agreement as 
set forth herein to reflect the terms of such agreement; 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of the pcemises and the mutual covenants herein contained, the parties hereto agree and bind 
themselves as follows: 

Section 1. Recitals. The foregoing recitals are incorporated herein by reference. 

Section 2. 
assigned to them as set forth in the Original Agreement. 

Definitions. Capitalized terms that are not defined herein shall have the meanings 

Section 3. Amendment. 

A. 
of Agreement:” is hereby deleted in its entirety and is hereby amended to read as follows: 

The section of the Original Agreement titled “Letter of Credit Expiration Date; Termination 

“Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, 
but in no event shall such date be later than March 1, 2009. Provided that no default 
hereunder by Applicant has occurred and is continuing, CFC’s obligation to issue any 
Letter of Credit under this Agreement shall remain in effect until February 28, 2009.” 
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2 
Section 7(a) of the Original Agreement is hereby deleted in its entirety and is hereby B. 

amended to read as follows: 

“(a) As of the date of this Agreement, Applicant and CFC have entered into 
that certain First Amended and Restated Revolving Credit Agreement, dated as of the 
date hereof (the “Revolving Credit Agreement“), pursuant to which Applicant may, 
subject to the terms and conditions thereof, borrow, repay, and reborrow an aggregate 
amount up of to $15,000,000. The amount available at any time and from time to time 
under the Revolving Credit Agreement, or the line of credit agreement which is to 
replace the Revolving Credit Agreement upon the termination of Borrower’s lease, power 
purchase agreement and other arrangements with subsidiaries of E.ON US.  LLC 
(formerly LG&E Energy LLC) (such replacement agreement, is referred to herein as the 
“Replacement Credit Agreement), shall b e  referred to herein as the “Available Amount”.” 

C. 
amended to read as follows: 

Section 7(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) Applicant hereby agrees not to request any Advance (as defined in the 
Revolving Credit Agreement until replaced by the Replacement Credit Agreement, then 
upon such replacement, as defined in the Replacement Credit Agreement) under the 
Revolving Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) if the effect of such 
Advance would be to reduce the Available Amount below the sum of the Letter of Credit 
Amounts reflected in all issued and outstanding Letters of Credit. 

C. 
amended to read as follows: 

Section 8(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) If, prior to the close of business on the day that any Draw under a Letter 
of Credit has been made, Applicant has not paid the Draw Amount to CFC, Applicant 
hereby authorizes CFC to make an Advance under the Revolving Credit Agreement 
(until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) in an amount equal to the Draw Amount to 
apply such Advance to pay the Draw Amount on behalf of Applicant.” 

Section 4. Conditions. This Amendment shall become effective upon CFC’s receipt of this 
Amendment and an amendment to the Line of Credit Reserve Authorization dated July 14, 2003 
made by Borrower in favor of CFC to extend such reservation to the Replacement Line of Credit. 

Section 5. Representations and Warranties. The Borrower represents and warrants that: 

5.1 Good Standing. The Borrower is duly organized, validly existing and in goad 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in gaod standing in those states in which it is required to be qualified to 
conduct its business. 

5.2 Authority. The execution, delivery and performance by the Borrower of this 
Amendment and the performance hereof have been duly authorized by all necessary corporate 
action and will not violate any provision of law or of the Articles of Incorporation or bylaws of the 
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3 
Borrower or result in a breach of, or constitute a default under, any agreement, indenture or other 
instrument to which the Borrower is a party or by which it may be bound. 

5.3 Material Adverse Change. There has been no material adverse change in the 
financial condition or operations of the Borrower since the date of the Original Agreement, except 
as set forth in the most recent financial statements submitted to CFC or as otherwise disclosed in 
writing to CFC prior to the date hereof. 

5.4 REQUIRED APPROVALS. NO LICENSE, CONSENT OR APPROVAL OF ANY 
GOVERNMENTAL AGENCY OR AUTHORITY IS REQUIRED TO ENABLE THE BORROWER 
TO ENTER INTO THIS AMENDMENT, OR T O  PERFORM ANY OF THE OBLIGATIONS 
PROVIDED FOR HEREIN, EXCEPT AS HAVE BEEN OBTAINED BY THE BORROWER AND 
DELIVERED TO CFC PRIOR TO THE DATE HEREOF. 

5.5 Prior Representations and Warranties. All representations and warranties made 
by the Borrower in the Original Agreement are true and correct as of the date hereof. 

Section 6. Miscellaneous. 

6.1 Modifications. No modification or waiver of any provision of this Amendment, 
and no consent to any departure by Borrower therefrom, shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent. 

6.2 Merger and integration. This Amendment, the Original Agreement and the 
matters incorporated by reference contain the entire agreement of the patties hereto with respect 
to the matters covered and the transactions contemplated hereby. 

6.3 Incorporation; Inconsistency with Original Agreement. Except as specifically 
waived by CFC or otherwise amended or modified herein, the terms, conditions and provisions of 
the Original Agreement are incorporated herein by reference as if set forth in full herein and 
remain in full force and effect. In the event of any conflict or inconsistency between the terms of 
this Amendment and the Original Agreement, the terms of this Amendment shall control. 
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$4 
___ IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly 

executed as of the day and year first above written. 

(SEAL) 

C CORPORATION 

~ 

Title: President/CEO 

Attest 

Title: Vice President o f  Financial Services/CPO -- 

NATIONAL RURAL UTILJTES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 

Attest:- 
Assistant Secretary- easurer 

Krishna S. hhrthy 
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FIRST AMENDMENT TO LINE OF CREDIT RESERVE AUTHORIZATION 

This FIRST AMENDMENT-TO LINE OF CR DIT RESERVE AUTHORIZATION (this 
“Amendment”), dated as of , is by and between BIG RIVERS 
ELECTRIC CORPORATION (“Borrower”), a corporation organized and existing under the laws 
of the State of Kentucky, and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION (“CFC”), a cooperative association organized and existing under the laws of the 
District of Columbia. 

dace g.,xC%! 

RECITALS 

WHEREAS, in consideration of CFC’s issuance of letters of credit under that certain 
First Amended and Restated Letter of Credit Application and Agreement dated as of July 14, 
2003, with respect to CFC Loan No. KY062-L-9001 (the “Letter of Credit Agreement“), the 
Borrower executed that certain Line of Credit Reserve Authorization dated July 14, 2003 in favor 
of CFC (“Original Reservation”); 

WHEREAS, the Borrower and CFC are entering into an amendment to the Letter of 
Credit Agreement to extend the period during which letters of credit can be issued and the final 
date upon which all such letters of credit must expire (the “Letter of Credit Amendment”); and 

WHEREAS, the Letter of Credit Amendment is subject to Borrower‘s agreement to 
extend the Original Reservation to the line of credit that will replace the line of credit provided for 
in the Revolving Credit Agreement, upon the termination thereof (the “Replacement Line of 
Credit“). 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of the premises and the mutual covenants herein contained, the parties hereto agree and bind 
themselves as follows: 

Section 1. Recitals. The foregoing recitals are incorporated herein by reference. 

Section 2. 
assigned to them as set forth in the Original Reservation. 

Definitions. Capitalized terms that are not defined herein shall have the meanings 

Section 3. 
hereby deleted in their entirety and are hereby amended to read as follows: 

Amendment. The third and fourth paragraphs of the Original Reservation are 

“If, prior to the close of business on the day that any Draw under a Letter of Credit has been 
made, Borrower has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC to 
make an Advance (as defined in the Revolving Credit Agreement until replaced by the 
Replacement Credit Agreement, then upan such replacement, as defined in the Replacement 
Credit Agreement) under the Revolving Credit Agreement (until replaced by the Replacement 
Credit Agreement, then upon such replacement, under the Replacement Credit Agreement) in 
an amount equal to the Draw Amount and to apply such Advance to pay the Draw Amount on 
behalf of Borrower. 

Borrower agrees that, so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the Revolving 
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6 
Credit Agreement (until replaced by the Replacement Credit Agreement, then upon such 
replacement, the line of credit provided for in the Replacement Credit Agreement) in an amount 
that is at all times at least equal to $15,000,000. The amount available at any time and from 
time to time under the Revolving Credit Agreement (until replaced by the Replacement Credit 
Agreement, then upon such replacement, under the Replacement Credit Agreement) shall be 
referred to herein as the “Reserve Amount”. Borrower hereby agrees not to request any 
Advance (as defined in the Revolving Credit Agreement until replaced by the Replacement 
Credit Agreement, then upon such replacement, as defined in the Replacement Credit 
Agreement) under the Revolving Credit Agreement (until replaced by the Replacement Credit 
Agreement, then upon such replacement, under the Replacement Credit Agreement) if the 
effect of any such Advance would be to reduce the  Reserve Amount below the sum of the Letter 
of Credit Amounts reflected in all issued and outstanding Letters of Credit.” 

Section 4. Miscellaneous. 

4.1 Modifications. CFC’s signature hereon reflects the written consent required of 
CFC for modifications of the Original Reservation. No modification of any provision of this 
Amendment shall in any event be effective unless the same shall be consented to in writing by the 
parties hereto. 

4.2 Merger and Integration. This Amendment, the Original Reservation and the 
matters incorporated by reference contain the entire agreement of the parties hereto with respect 
to the matters covered and the transactions contemplated hereby. 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly 
executed as of the day and year first above written. 

(SEAL) 

Title: P r e s i d e n t  / CEO 

Title: Vice P r e s i d e n t  of F i n a n c i a l  Services/CFO 

NATIONAL RURAL UTILITES 
COOPERATIVE FINANCE CORPORATION 

(SEAL.) 

Assistant Secretary-Treasurer 

Krishna S. Murthy 
CFC SECINS 
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Electric Corporat ion 

201 Third Strret 
P.0. Eor 24 
Helldersol1, liT 424 19-00'24 
270427.2561 
www.Ligrivers.com 

April 15,2008 

Mr. Nazk Rostorn \ Y, -4. 

AVP, Structured Finance 
National Rural TJtilities Cooperative Finance Corporation WAUCFC) 
220 1 Cooperative Way 
Hemdon, VA 20171 

Dear Nazir: 

Rased on a conversation you had with Mark Hite of Big Rivers regarding the First Amended 
Restated Letter of Credit Application and Agreement, dated as of July 13,2003, maturing July 
14, 2008, generally referred to as master letter of  credit facility KYO62-L-9001 ("Current 
Facility"), please note the following: "-.-2.---....~~~ 

1. 
2. 

3. 
4. 

The Current Facility is hereby extended to March ---__- 1 , 2009 _- ("Modified Facility"). 
All newly issued letters of credit under the Modified Fcility will expire no later than 
March 1,2009. 
After February 28,2009, the Modified Facility will not issue any letters of credit. 
IJpon termination of the secured line of credit, R-5101, any existing line of credit 
reservation will be terminated and replaced by a new line of credit reservation on the new 
unsecured line of credit, R-5 102. 

-7 

We sincerely appreciate the effort you put forth in meeting the needs of Big Rivers. It's always a 
pleasure to work with you and the other folks at CFC. 

Sincerely yours, 

BIG RIVERS ELECTRIC CORPORATION 

yWil1ia.m Blacksum 
Vice President of Financial Services and CFO 

C: Mr. Mike Core 

t..-3t/Ii.. Mark Hite 
Mr. Mark Bailey 
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Nafional Rural Utilifies 
Cooperative Finance Corporation 

July 23,2008 

Mr. Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
P.O. Box 24 
Henderson, KY 4241 9-0024 

2201 Cooperative Way 
Ilerndon, Virginia 20171-3025 
703-709-6700 I www.nrucfc.coop 

A Twrhnonc Emgf oapelnnva && 
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Thank you for your inquiry concerning Big Rivers Electric Corporation’s (“BREC”) 
refinancing of its existing Pollution Control Bonds (“PCBs”). CFC understands that 
BREC has issued two series of PCBs, through the County of Ohio, Kentucky, in the 
amounts of $83.3MM and $58.8MM. We further understand that BREC desires to 
refinance and reissue these bonds. CFC also understands the BREC prefers to issue these 
bonds in a Semi-Annual, Variable Rate Demand Bond mode (“VRDBs”), with a final 
maturity of up to 8/31/3031. B E C  has requested the National Rural Utilities 
Cooperative Finance Corporation (“CFC”) to consider providing an unconditional 
guarantee of the timely payment of principal and interest, when and as due, for these 
Pollution Control Bonds in order to obtain more favorable interest rates. 

CFC is pleased to offer BREC the attached Su ary of Indicative Terms (‘‘Term Sheet”) 
outlining the terms and condihns-a  ‘ -requested G a n t d .  --;-L-r 

CFC will also serve as l i p d i t y  -._ p r o a e q e h * m  the transaction, as 
outlined in the attached Te- i e n a l m  , c o n d d m d  covenants may be 
added to reflect market conditions prevailing at the time of formal consideration of the 
credit request by CFC and before closing of the transaction. Please note that extensions 
of any credit facilities to BREC, including the proposed facility, are subject to internal 
approvals including approval by the CFC Board of Directors. Such approvals have not 
been obtained at this time. 

The proposed bond issue will be implemented following t h G w i n d  s f  BREC’s lease 
transaction, following BREC’S transition to an in- CFC), and using 
CFC’s standard structure - __- and d o c s  I tion for guarantee and liquidity support in 
transactions of this nature. As a condition to” closing of this transaction, BREC will be 
responsible for obtaining all necessary regulatory approvals including the approval from 
RUS. The implementation of this transaction will require CFC to hire underwriters, bond 
counsel, and to incur related expenses. A s  part of this transaction, BREC will be 

1 s  

3, 
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responsible for any and all costs associated with the issuance of these bonds including, 
but not limited to, underwriter's discount, counsel fees, any engineering due diligence, 
and other related issuance expenses. BRE% assumes respansibility for these expenses 
regardless of whether or not the proposed bonds are reissued. 

This letter and the enclosed Term Sheet are delivered to you with the express 
unaerstanding t h a t v E o n t e n t s  or t G  financing terms of the 
__I___- transactiqn_-&iny-pa@&her than Frove&gntal or regulatory bodies which r e G C c h  
disclosure, or to those who are in a confidential relationship with you in connect-ifi 
t h s  trans&th% (legal counsel, consultants, Board of Directors, or others as--by 
law). 

-_ --- 

-- --cI_- 

---------"---- --.---- _--_ ---_ ---------- 

This letter is provided solely to BREC and may not be assigned or transferred to any 
other party. No rights are intended to e benefit of any third 
party. Q i s  conditional commitment Gti l  August 3 1, 2 ess extended in 
writing by C F G  Please indicate your act@- itment by signmg berow. 
Your signature evidences BREC's agreement to reimburse CFC for all reasanable out of 
pocket expenses incurred in connection with this transaction, regardless of whether or not 
the transaction is implemented. IJpon receipt of your acceptance of t h s  commitment, we 
will proceed with further steps to implement this transaction 

ated hereunder - for 

Please call me at 703-709-6738 or Thomas Hall at 703-709-6839 with any questions you 
may have in t h s  regard. We thank you for considering CFC as your financing partner in 
this important transaction. We look forward to working with you to facilitate the 
successful re-issuance of your tax-exempt bonds. 

Sincerely, 

Vice President 
Portfolio Management 

Agreed to and accepted by Big Rivers Electric Corporation. 

By: 
Mark Hite Date 
Vice President 

cc: Mr. Mark Bailey, BREC 
Allyn Amato, John List, Nazir Rostom, Tim O'Connell, Thomas Hall, CFC! 



Tax Exempt Financing 

Guaranteed by 

National Rural Utilities Cooperative Finance Corporation 

For the Benefit of 

BIG IUVERS ELECTRIC CORPORATION 

SUMMARY OF INDICATIVE TERMS 

A. PROPOSED FINANCING 

Facility Purpose: 

Refinancing of two series of Pollution Control Bonds (“PCBs”) issued through the 
County of Ohio, Kentucky, and the expenses associated with the transaction. 

Amount of Issue: 

Up to $142,1O0,000. 
---..XI-.- 

IssuerBorrower(s): 

County of Oho, Kentucky, for the benefit of Big Rivers Electric Corporation (“BREC”). 

Closing Date: 

On or about November 1 Sth, 2008. 

Structure: 

----__ - .--I.*- -._. __._ 

A Tax Exempt Guarantee of a Variable RateRixed Rate Demand Bond 
(“VRDB”/”FRDB”) issuance. 

The qualified tax-exempt guaranteed bonds will be issued in a single series, Series (A), 
for approximately $142.1 million. 

Guarantor: 

National Rural Utilities Cooperative Finance Corporation. (“CFC”). 

K.IIJC 1-8 
131 of 356 



Underwriter: 

Lehman Brothers and other investment banks acceptable to CFC and the Borrower, 

Trustee: 

us Bank. 

Bond Counsel: 

Chapman and Cutler LLP. 

Underwriter’s Counsel: 

Dewey LeBoeuf, LLP. 

B. THEBONDS 

Estimated Amount of Issue: 

Up to $142,100,000. 

Maturity: 

Up to 23 years from date of re-issue, not to exceed the shorter of the remaining length of 
the wholesale power contracts between BREC and its members systems or 120% of the 
current certified economic life of the project (as certified by a professional licensed 
engineer, in a manner satisfactory to CFC and Bond Counsel). 

Anticipated final maturity of 8/3 1/203 1. 

Construction Fund: 

Not Applicable. 

Debt Service Reserve Fund (“DSRF”): 

Not Applicable. 

CFC Subordinated Term Certificates (“STCs”): 

\ BREC will purchase CFC Subordinated Term Certificates (“STCs”), fo@ 14.29% of 
the bond issue guaranteed by CFC. 
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A fixed rate loan can be provided by CFC t o  BREC, to be used for the purchase of the 
STCs and will have a term equal to the term of the guarantee on the associated bonds. 

The STC loan will be secured under the Borrower's indenture. 

The interest rate on the STC loans will be set o n  the date of the advance equal to the CFC 
long term fixed rate for a term equal to the t e r n  of the corresponding bonds. 

The STC loan and the STCs amortize to maintain the STC to bonds outstanding ratio of 
14.29%, pursuant to the standard CFC policies. 

The STC loan may not be prepaid as long as the Corresponding bonds remain 
outstanding. 

A The STCs will earn a yield for BREC of the interest on the CFC loans used -\. 
to purchase the STCs. 

/J t o $  
Principal Amortization: 

Custornizable Interest Only period. 

Principal payments will be sized to produce level debt service payments to the Maturity 
Date as agreed to between the Cooperative, the  Guarantor, and the Underwriter. 

Denominations: 

Bonds issued in the ._. AquaJ , Mode -=w- will be sold in minimum denominations OS $5,000 or 
m y  integral multiple tlieEof. ---- 
Bonds issued in v-krateaodes will be available in denominations of '$1 00,000 or 
any integral multipie'thereofl 

- _e 

Ratings : 

To be determined after evaluation by rating agency. 

Interest Rate on the Bonds: 

Bonds to be initially issued in thk'Serni-Annual Mode, 
-0--- -- -- - ,z. 

, ----I--.- "_ 
_/' 

Any subsequent interest rate mode changes" will require written approval from CFC as 
Guarantor and Liquidity Provider. 

Each interest rate period will be determined based upon the mode(s) selected when the 
Bonds are issued. 
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Will range from variable to weekly, SAVRS, semi-annually, annually or multi-annually. 

Interest Payments: 

Interest will be due on each interest payment da t e  (variable, monthly or semi-annually) as 
established by the mode selected. 

Early Redemption of Bonds: 

BREC may redeem the bonds, either in whole or in part, as provided for in the bond 
documents . 

Payment premiums to be required in certain cases (such as when the bonds are in a fixed 
rate mode). 

C. GUARANTY 

Guaranty and Security: 

Full and prompt payment of principal and interest when due to be guaranteed by .__- CFC. 

Guaranty Note payable to the Guarantor and secured under the Borrower’s indenture to 
be executed by BR.EC. 

CFC Functions: 

(1) Advisor 

k CFC- will coordinate the activities associated with hiring the c s s e l ,  arranging for the 
c _ ~ z = ~ ? s - - *  - 
undenvnter, and coordinate the activities of the various members of the deal tearn. 

(2) Guarantor: 
c F C- 

The Guarantor will guarantee the payment of the principal and interest due on the bonds 
and will cause documentation to be prepared and processed. 

As agent far the Trustee, Guarantor to supervise the collection and disbursement of all 
principal and interest payments due on the bonds through the trustee. 

(3) Liquidity Provider 

To the extent that Iiquidity and Standby Purchase Agreements are required, CFC to act as 
liquidity providedstandby. . 
Liquidity Fee outlined below under “Transaction Costs”. 

. -. 
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SAVRS and Fixed Rate Bond Modes are not expected to require liquidity support / 
Standby Purchase Arrangements. 

Weekly/Flexible and Semi-Annual Rate Modes are expected to need the liquidity support 
and Standby Purchase Arrangement. 

Q /  

Transaction Costs: 1,s --Zfi’I 

Borrower to pay all transaction costs, including but not limited to: (a) fees and expenses 
of Bond Counsel, Underwriter’s - counsel - and Guarantors’ Cour-eel, (b) r a . . gagency  fees, 
(c) trustees and its counsel, (d) blue sky counsel, (e) printing and engraving, ( f )  CFC‘s 
auditor and accountants’ fees, (g) underwriter‘s -7 discount (an amount necessary to sell the 
bonds), (h) all other counsel(s) engaged in this transaction, (i) the local Finance Authority 
Fee and its counsels (if any), and (j) any issue expenses not specifically identified at this 
time. 

CFC and its agents will endeavor to keep these costs as low as possible in an at tmpt  to 
stay within the financing amount allowed pursuant to any applicable regulations. 

In the event these costs exceed the amount allowed under applicable regulations, B U C  
will be required to use general funds to pay far any amounts exceeding regulatory limits. 

Guaranteehiquidity Fee: 

For Bonds issued in the SAVRs mode: Liquidity Fee of 0 bp/yr +Guaranty fee of 35 
b p N r  = Total of 35 bp/year on the principal outstanding. 

For Bonds issued in a semi-annual interest rate reset mode: Liquidity Fee of 10 b p / y  
+ Guaranty Fee of 35 b m o t a l  of 45bp/year on the principal outstanding. 

- 

For Bonds issued in the Fixed Rate mode (fixed to Maturity): Liquidity Fee of 0 bp/yr 
+Guaranty fee of 35 bp/Yr = Total of 35 bp/year on the principal outstanding. 

For Bonds issued in a we%kly/Flexible interest rate reset mode:Liquidity Fee of 36 
bp/yr + Guaranty Fee of 35 bp/yr = Total of 71 bp/year on the principal outstanding. - 

Documentation: 

Customary for transactions of this type, based on CFC’s standard structure for guarantee 
and liquidity support. 
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D. PRINCIPAL COVENANTS 

Covenants: 

P Consistent with the Borrower’s Indenture. 

P Indenture to be satisfactory to CFC. 

Payments at Closing: 

At the time this transaction is closed, BREC will pay all fees, costs, and expenses 
associated with this transaction. 

Trustee and Rating Agency Fees: 

In addition to all other fees set forth herein, BREC will pay annual Trustee fees while the 
bonds are outstanding. 

Obligations of BREC: 

BREC is responsible for the charges of their own accountants, legal counsel and the 
issuer’s direct expenses. 

E. CONDITIONS PRECEDENT 

P 

P 

P 

P 

P 

P 

P 

P 

P 

Execution of Bond and Guaranty documents satisfactory to CFC as Guarantor and 
Liquidity Provider. 

Delivery of Borrowers’ Counsel Opinions satisfactory to the Guarantor. 

Delivery of Opinions satisfactory to the Bond Counsels and Underwriter’s counsel, 

Allocation by Bond Issue Authority of the amounts contemplated. 

Rating Agency Actions satisfactory to the Guarantor. 

BREC to provide information to be included in the Offering Memorandum. 

BREC to provide such studies, information, contracts, financial data and financial 
projections that may be necessary for review by the Guarantor and underwriter. 

Completion of Due Diligence by the Guarantor. 

Approval of the credit exposures by CFC as Guarantor and Liquidity Provider, 
including but not limited to the CFC internal approvals and approval by the CFC 
Board of Directors. 
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B RREC to grant proper security interests satisfactory to the Guarantor. 

B Closing to occur after the successfil unwind of the Borrower’s lease transaction. 

- -  

C I -  
--- -~ 

-. 

B Closing to occur after the Borrower’s transition to an;indenture ---./I I(  in form and 
T./- 7- 

substance acceptable to CFC). 

B Approval by all relevant regulatory agencies of all matters concerning the proposed 
transaction. 

B Closing of bond transaction at rates, and with terms and conditions, acceptable to 
CFC and underwriters. 

P Submission by BlUX of the required organizational documents, resolutions and 
certificates, including the Certificate of incumbency and legal opinion. 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 
(update) 

The undersigned, on behalf of BIG RIVERS ELECTRIC CORPORATION (the 
"Company"), hereby certifies that as of the date hereof: 

(a) the attached resolutions are true, complete and correct copies of the resolutions 
of the Board of Directors of the Company duly adopted on the date specified therein; 

(b) said resolutions have not been modified, altered or rescinded, and the same are 
in full force and effect; and 

(c) the individual who executed the loan documents referred to in the attached 
resolutions held the position as stated therein on the actual date of execution of said loan 
documents. 

(SEAL) 

IN WITNESS WHEREOF, I have executed this 
this day of June -, 2 0 B .  

CFC INCUMB 
KYO62-L-9001 (JABLONJ) 
123132-1 
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EXCERPT FROM THlE MINUTES OF REGULAR MEETING 
OF THE BOARD OF DIRECTORS 

OF BIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSDN, KENTUCKY, ON 

DECEMBER 20,2002 

AAer an explanation by Messrs. Core and Hite, Director Elder moved, seconded by 
Director Sills, that the following resolution be adopted: 

WHEREAS, Big Rivers Electric Corporation (“Big Rivers”) has determined that it is in 
its best interest to seek an extension of its existing $1 5 million line of credit (the “Line of 
Credit”) with the National Rural Utilities Cooperative Finance Corporation (‘Lm) and related 
$15 million master letter of credit facility (the “LC Facility”) also with CFC (coltlectively, 
the“CFC Transaction”); 

WHEREAS, in connection with the extensions of the Line of Credit and LC Facility, Big 
Rivers must seek the consent and approval of its lenders, including the United States Department 
of Agriculture Rural Utilities Service (“W); 

WHEREAS, Big Rivers has submitted an application to the RUS requesting its consent to 
and approval of the extension of the Line of Credit and the LC Facility; 

WHEREAS, RUS has informed Big Rivers that (i) it will retain outside counsel in 
connection with the review of the appIication and negotiation of the necessary documents, and 
(ii) the fees and disbursements of such outside counsel must be paid by Big Rivers; 

WHEREAS, the retention of outside counsel by RUS is governed by 7 C.F.R. Part 1789 
(the “Regulations”), which provide that in order for RUS to retain outside counsel, Big Rivers 
must enter into certain agreements, including a funding agreement (the ’‘Funding Ameement”), 
an escrow agreement (the “Escrow Ameement”) and an indemnification agreement (the 
“Indemnification Ameement”), forms of each of which are attached hereto as Exhibits A, B and 
C, respectively; and 

WHEREAS Big Rivers intends to obtain from the Kentucky Public Service Commission 
and any and a11 other persons any and all consents or approvals as are necessary, desirable or 
appropriate in connection with the CFC Transaction. 

NOW, THEREFORE, it is hereby resolved by the board of directors of Big Rivers that: 

RESOLVED, that the president or any vice president of Big Rivers (collectively, the 
“officers”) be, and each of them hereby is, authorized and directed to take such actions as are 
necessary, desirable or appropriate in order to effectuate the retention by RUS of outside counsel 
pursuant to the Regulations and the payment by Big Rivers of the fees and expenses of such 
counsel in connection with the review and processing of the application submitted to RlJS and 
the negotiation of the necessary documents; 

RESOLVED FURTHER, that the Funding Agreement, the Escrow Agreement and the 
Indemnification Agreement are hereby approved in substantially the forms attached, subject to 
and with such changes therein as the officers may approve as necessary or desirable, such 
approval to be conclusively evidenced by the execution thereof, and each of them hereby is, 
authorized and directed to execute and deliver such agreements and to cause Big Rivers to 
perform, or cause to be performed, all of its obligations under such agreements; 
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EXCERPT FROM THE MINUTES OF REGULAR MEETING 
OF THE BOARD OF DIRECTORS 

OF BIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSON, KENTUCKY, ON 

DECEMBER 20,2002 

RESOLVED FURTHER, that the officers be, and each of them hereby is, authorized and 
directed to take such actions as are necessary, desirable or appropriate in order to obtain from the 
Kentucky Pubiic Service Cammission and any and all other persons any and all consents or 
approvals as are necessary, desirable or appropriate in connection with the CFC Transaction; and 

RESOLVED FURTHER, that the officers be, and each of them hereby is, authorized to 
negotiate, execute and deliver or accept such documents, to attest to and affix the seal of Big 
Rivers thereto, if necessary, and to take any and all further action as may be required on the part 
of Big Rivers or deemed necessary or advisable b y  any officer to cany out, give effect to and 
consummate the transactions contemplated hereby and the purposes and intent of the foregoing 
resolutions. 

The motion was unanimously adopted. 

1, Paula Mitchell, Executive Secretary of 
the Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above 
is a true and correa excerpt from the minutes 
of the Regular Meeting of the Board of 
Directors of said Corporation held on 
12-20-02. 
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FIRST AMENDMENT TO FIRST AMENDED AND RESTATED 
LETTER OF CREDIT APPLICATION AND AGREEMENT 

FIRST AMENDMENT TO FIRST AMENDED AND RESTATED LETTER OF CREDIT 
APPLICATION AND AGREEMENT ( this  “Amendment“), dated as of 

--I between BIG RIVERS ELECTRIC CORPORATION 
(“Borrower”), a corporation organized and existing under the laws of the S ta te  of Kentucky, and 
NATIONAL RURAL UTILITIES COOPEWTIVE FINANCE CORPORATION (’CFC’’), a 
cooperative association organized and existing under the laws of the  District of Columbia. 

RECITALS 

WHEREAS, t h e  Borrower and  CFC a r e  parties to that certain First Amended and 
Restated Letter of Credit Application and Agreement dated as of July 14, 2003, with respect to 
C F C  Loan No. KY062-L-9001 (the “Original Agreement”); 

WHEREAS, t h e  Borrower h a s  requested a n  extension in the period during which letters 
of credit can b e  issued under the Original Agreement and the final date upon which all such 
letters of credit must expire and CFC has  agreed to such modification subject to Borrower’s 
agreement  to extend its current: line of credit reservation to the line of credit that will replace the  
line of credit provided for in the Revolving Credit Agreement ( a s  defined in the Original 
Agreement), upon the  termination thereof (the “Replacement Line of Credit”); 

WHEREAS, t h e  Borrower and CFC have agreed to modify the Original Agreement as 
s e t  forth herein to reflect t h e  terms of such agreement; 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of t h e  premises and the  mutual covenants herein contained, the parties hereto agree and bind 
themselves  as  follows: 

Section I. Recitals, T h e  foregoing recitals are incorporated herein by reference. 

Section 2. 
assigned to them as set forth in the Original Agreement. 

Definitions. Capitalized terms that: a re  not defined herein shall have the meanings 

Section 3. Amendment. 

A. 
of Agreement:” is hereby deleted in its entirety and is hereby amended to read as follows: 

The  section of t h e  Original Agreement titled “Letter of Credit Expiration Date; Termination 

“Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the  date  indicated thereon, 
but in no  event shall such date  b e  later than March 1, 2009. Provided that no default 
hereunder by Applicant has  occurred and is continuing, CFC’s obligation to issue any 
Letter of Credit under this Agreement shall remain in effect until February 28, 2009.” 

CFC AMEND 
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2 
Section 7(a) of the Original Agreement is hereby deleted in its entirety and is hereby 5. 

amended to read as follows: 

“(a) As of the date of this Agreement, Applicant and CFC have entered into 
that certain First Amended and Restated Revolving Credit Agreement, dated as of the 
date hereof (the “Revolving Credit Agreement”), pursuant to which Applicant may, 
subject to the terms and conditions thereof, borrow, repay, and reborrow an aggregate 
amount up of to $15,000,000. The amount available at any time and from time to time 
under the Revolving Credit Agreement, or the line of credit agreement which is to 
replace the Revolving Credit Agreement upon the termination of Borrower’s lease, power 
purchase agreement and other arrangements with subsidiaries of E.ON US. LLC 
(formerly LG&E Energy LLC) (such replacement agreement, is referred to herein as the 
“Replacement Credit Agreement), shall be referred to herein as the “Available Amount”.” 

C. 
amended to read as follaws: 

Section 7(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) Applicant hereby agrees nat to request any Advance (as defined in the 
Revolving Credit Agreement until replaced by the Replacement Credit Agreement, then 
upon such replacement, as defined in the Replacement Credit Agreement) under the 
Revolving Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) if the effect of such 
Advance would be to reduce the Available Amount below the sum of the Letter of Credit 
Amounts reflected in all issued and outstanding Letters of Credit. 

C. 
amended to read as follows: 

Section 8(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) If, prior to the close of business on the day that any Draw under a Letter 
of Credit has been made, Applicant has not paid the Draw Amount to CFC, Applicant 
hereby authorizes CFC to make an Advance under the Revolving Credit Agreement 
(until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) in an amount equal to the Draw Amount to 
apply such Advance to pay the Draw Amount on behalf of Applicant.” 

Section 4. Conditions. This Amendment shall become effective upon CFC’s receipt of this 
Amendment and an amendment to the Line of Credit Reserve Authorization dated July 14, 2003 
made by Borrower in favor of CFC to extend such reservation to the Replacement Line of Credit. 

Section 5. Representations and Warranties. The Borrower represents and warrants that: 

5.1 Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

5.2 Authority. The execution, delivery and performance by the Borrower of this 
Amendment and the performance hereof have been duly authorized by all necessary corporate 
action and will not violate any provision of law or of the Articles of incorporation or bylaws of the 
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3 
Borrower or result in a breach of, or constitute a default under, any agreement, indenture or other 
instrument to which the Borrower is a party or by which it may be bound. 

5.3 Material Adverse Change. There has been no material adverse change in the 
financial condition or operations of the Borrower since the date of the Original Agreement, except 
as set forth in the most recent financial statements submitted to CFC or as otherwise disclosed in 
writing to CFC prior to the date hereof. 

5.4 REQUIRED APPROVALS. NO LICENSE, CONSENT OR APPROVAL OF ANY 
GOVERNMENTAL AGENCY OR AUTHORITY IS REQUIRED TO ENABLE THE BORROWER 
TO ENTER INTO THIS AMENDMENT, OR TO PERFORM ANY OF THE OBLIGATIONS 
PROVIDED FOR HEREIN, EXCEPT AS HAVE BEEN OBTAINED BY THE BORROWER AND 
DELIVERED TO CFC PRIOR TO THE DATE HEREOF. 

5.5 Prior Representations and Warranties. All representations and warranties made 
by the Borrower in the Original Agreement are true and correct as of the date hereof. 

Section 6. Miscellaneous. 

6.1 Modifications. No modification or waiver of any provision of this Amendment, 
and no consent to any departure by Borrower therefrom, shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent. 

6.2 Merger and Integration. This Amendment, the Original Agreement and the 
matters incorporated by reference contain the entire agreement of the parties hereto with respect 
to the matters covered and the transactions contemplated hereby. 

6.3 incorporation; inconsistency with Original Agreement. Except as specifically 
waived by CFC or otherwise amended or modiiied herein, the terms, conditions and provisions of 
the Original Agreement are incorporated herein by reference as if set forth in full herein and 
remain in full force and effect. In the event of any conflict or inconsistency between the terms of 
this Amendment and the Original Agreement, the terms of this Amendment shall control. 
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$4 
IN WITNESS WHEREOF, the parties hereto have.caused this Amendment to be duly 

executed as of the day and year first above written. 

(SEAL) 

C CORPORATION 

Title: President / CEO 

Attest 

Title: Vice President of Financial Services/CFO 

NATIONAL RURAL UTILITES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 
By: 

Assistant Secretary-Treasurer 

.--- Attest: 
Assistant Secretary-Treasurer 
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FIRST AMENDMENT TO LINE OF CREDIT RESERVE AUTHORIZATION 

This FIRST AMENDMENT TO LINE OF CREDIT RESERVE AUTHORIZATION (this 
“Amendment“), dated as of ----1 is by and between BIG RIVERS 
ELECTRIC CORPORATION (“Borrower“), a corporation organized and existing under the laws 
of the State of Kentucky, and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION (“CFC“), a cooperative association organized and existing under the laws of the 
District of Columbia. 

RECITALS 

WHEREAS, in consideration of CFC’s issuance of letters of credit under that certain 
First Amended and Restated Letter of Credit Application and Agreement dated as of July 14, 
2003, with respect to CFC Loan No. KY062-L.-9001 (the “Letter of Credit Agreement”), the 
Borrower executed that certain Line of Credit Reserve Authorization dated July 14, 2003 in favor 
of CFC (“Original Reservation”); 

WHEREAS, the Borrower and CFC are entering into an amendment to the Letter of 
Credit Agreement to extend the period during which letters of credit can be issued and the final 
date upon which all such letters of credit must expire (the “Letter of Credit Amendment”); and 

WHEREAS, the Letter of Credit. Amendment is subject to Borrower’s agreement to 
extend the Original Reservation to the line of credit that will replace the line of credit provided for 
in the Revolving Credit Agreement, upon the termination thereof (the “Replacement Line of 
Credit”). 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of the premises and the mutual covenants herein contained, the parties hereto agree and bind 
themselves as follows: 

Section 1, Recitals. The foregoing recitals are incorporated herein by reference. 

Section 2. 
assigned to them as set forth in the Original Reservation. 

Definitions. Capitalized terms that are not defined herein shall have the meanings 

Section 3. 
hereby deleted in their entirety and are hereby amended to read as follows: 

Amendment. The third and fourth paragraphs of the Original Reservation are 

“If, prior to the close of business on the day that any Draw under a Letter of Credit has been 
made, Borrawer has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC to 
make an Advance (as defined in the Revolving Credit Agreement until replaced by the 
Replacement Credit Agreement, then upon such replacement, as defined in the Replacement 
Credit Agreement) under the Revolving Credit Agreement (until replaced by the Replacement 
Credit Agreement, then upon such replacement, under the Replacement Credit Agreement) in 
an amount equal to the Draw Amount and to apply such Advance to pay the Draw Amount on 
behalf of Borrower. 

Borrower agrees that, so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the Revolving 
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6 
Credit Agreement (until replaced by the  Replacement  Credit Agreement, then upon such 
replacement,  the  line of credit provided for in t h e  Replacement Credit Agreement) in an  amount 
that  is a t  all times at least equal to $15,000,000. The amount available a t  any time a n d  from 
time to time under the Revolving Credit Agreement  (until replaced by the Replacement Credit 
Agreement,  then upon such replacement, under  the Replacement Credit Agreement) shall be 
referred to herein as the  “Reserve Amount”. Borrower hereby agrees  not to request any 
Advance (as defined in the Revolving Credit Agreement  until replaced by the  Replacement 
Credit Agreement,  then upon such replacement,  as defined in the  Replacement Credit 
Agreement)  under the  Revolving Credit Agreement (until replaced by the Replacement Credit 
Agreement,  then upon such replacement, u n d e r  the Replacement Credit Agreement) if the 
effect of a n y  such Advance would be to reduce the Reserve Amount below t h e  sum of t h e  Letter 
of Credit Amounts reflected in all issued and outstanding Letters of Credit.“ 

Section 4. Miscellaneous. 

4.1 Modifications. CFC’s signature hereon reflects the written consent required of 
CFC for modifications of the Original Reservation. No modification of a n y  provision of this 
Amendment  shall in any event be effective unless the  same shall be consented to in writing by the 
parties hereto. 

4.2 Merger and integration. This Amendment, the Original Reservation and the 
matters incorporated by reference contain the entire agreement of the parties hereto with respect 
to t h e  matters  covered and the transactions contemplated hereby. 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment to b e  duly 
executed as  of the  day and year first above written. 

(SEAL) 
By: 

- Title: President/CEO 

Attest: 

Title: Vice President of Financial - Services/CFO 

NATIONAL RURAL UT’ILITES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 
By: - 

Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 
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Mark Hite 

From: Mark Hite 

--- 

____ Sent: Tuesday, February 10,2009 1 :32 PM 

To: 'Nazir Rostom' 
Subject: Big Rivers Electric Corporatian 

Attachments: Base Case - Unwind of IO 4 08 - with Stmt of Cash Flows (indirect) - 1-12-09 xis 

Nazir, as you requested, attached hereto is the mast recent Unwind financial forecast (base case) filed with the 
KPSC. Am faxing you the preliminary 2008 RUS Form 12 and a short letter regarding the request for the 2 year 
$2.5 million unsecured CFC ELOC facility. Look forward to your response. Thanks! 

Mark A. Hite 
Vice President 
Big Rivers Eiectric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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Mark Hite 

From: Mark Hite 

---” - - - _ _ _ - ~ - - -  - ” --.---------” -1 I - -- ---I - - - - “ ” -_ I_ 

__ Sent: Monday, February 09,2009 7:56 AM 

To: ‘Nazir Rostom’ 

cc: ‘mbailey@bigrivers com’ 
Subject: RE: Emergency Lines of Credit from CFC 

Sounds fine. Look forward to speaking with you and learning more about the CFC ELOC at 9.30 this morning 
Thanks! 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Nazir Rostom [mailto: Nazir.Rostom@nrucfc.coop] 
Sent: Monday, February 09, 2009 7:45 AM 
To: Mark Hite; Thomas Hall 
Subject: Re: Emergency Lines of Credit from CFC 

Mark : 

Good morning. Tom and I can help you with an emergency line of credit. Can we call you around 9.30 
am to discuss? 

Nazir 

From: Mark Wite [Mark.Hite@bigrivers.com] 
Sent: 02/09/2009 0727  AM CST 
To: Nazir Rostorn; Thomas Hall 
Subject: FW: Emergency Lines of Credit from CFC 

Big Rivers, located in western Kentucky, is interested in learning more about the CFC ELOC for storm restoration 
costs, including the recent one. Would you be able to provide more key information, such as amount, secured or 
unsecured, terms, fees, etc. Should I contact Ron Crile of CFC, or is that something you would assist with? 
Thanks ! 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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MEM0RAM)UM 

TO: Managers of Member Systems 
Chief Financial Officers 

FROM: Dennis L. Cannon 
__ 

Vice President, Member and Public Relations 
Kentucky Association of Electric Cooperatives, Inc. 

SUBJECT: Emergency Lines of Credit from CFC 

DATE: February 6,2009 

The following article appeared in today's CFC electronic newsletter. It concerns emergency lines of 
credit that CFC is making available to co-ops for storrn restoration. 

Feel free to contact Rod Crile at CFC if you're a CFC member and you need fast cash. 

CFC Solutions NewsBulletin 
February 6,2009 

Deadly Ice Storms Ravage Electric Co-ops; CFC Provides Credit 

Last week, severe ice and snow storms downed electric lines and poles in Arltansas and Kentucky, 
cutting off power to nearly 400,000 cooperative members in the two states. Missouri was also hard hit 
with 64,000 cooperative members without power at the height of the stom. Electric cooperatives in 20 
states have sent more than 3,700 linemen to the region to help restore power in the hardest-hit areas. 
The winter storms, which also affected parts of Texas, Virginia, Oklahoma, Indiana, Ohio and West 
Virginia, have been blamed for at least 47 deaths, including at least 14 in Arkansas and 11 in Kentucky, 
and caused power outages for more than 1.3 million households. 
The office of the governor of Kentucky, which deployed all available A m y  National Guardsmen, said 
the state was in the grip of the biggest natural disaster in the state's history. Ninety of 120 counties in the 
state have declared a state of emergency. 
Arkansas cooperative systems estimate more than 27,000 electric poles are down. Kentucky systems had 
four 500-kv lines hocked down due to the weight of ice on the lines. 
CFC understands that cooperatives need fast access to credit when confronted with natural disasters and 
has established an emergency line-of-credit (ELOC) program to enable members to get funds when 
needed. CFC already has approved seven ELOCs-totaling more than $5 5 million-for members 
affected by the ice storms and expects to receive additional requests over the coming days. Processing a 
CFC ELOC can be done very quickly, so members do not need to be worried about having access to 
funds when they are needed most. 
Members that do not have an ELOC but want to be prepared for a future emergency should contact their 
CFC AVP or RVP for an ELOC resolution. CFC can hold the resolution without putting a facility in 
place until requested by the member. 
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Photo Coirtesey of Farmers RECC in ;lasgow, KY 

Dennis L. Cannon 
Vice President, Member and Public Relations 
Kentucky Association of Electric Cooperatives, Inc. 
P.O. Box 32170 
Louisville, KY 40232 

502-45 1-2430 -- Voice 

-~ dcannon@ltaec.org -- e-mail 
www.kaec.org -- website 

502-459-3209 -- FAX 
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Mark Hite 

From: 
Sent: 
To: 
Subject: 

__ 

Mark Hite 
Thursday, January 08, 2009 12:26 PM 
'Nazir Rostom' 
Big Rivers Electric Corporation - 1 year extension of the existing $15mm CFC Letter of Credit 
Agreement 

Attachments: Document.pdf; Document.pdf 

Document.pdf Document-pdf 
( 5  MB) (842 KB) 

Nazir, it took a while, but Big Rivers' counsel has just provided 
the following comments regarding the extension of the existing $15mm Letter of Credit 
Facility. I understand Bob Michel of Orrick has placed a call to James Jahlonski to 
discuss. 

Big Rivers' 1/20/09 board meeting has been deferred until 1/30/09, and board approval will 
be sought at that time. Big Rivers' counsel has determined giving its opinion 
necessitates Big Rivers' making a PSC filing requesting they promptly confirm no 
jurisdiction over the agreement and no need for their approval. 

Please let me have your comments on our comments per the attachments hereto ASAP. Please 
call me should you wish to discuss. 

Comments welcome. 

Thanks, 
.lark 

Mark A. Hite 
Vice President 
Eig Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

1 

KIUC 1-8 
151 of356 



LETTER OF CREDIT APPLICATION AND AGREEMENT 
(Master Faciiity) 

Attn. President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by Appiieantfrom t ime to time as provided hereunder. 

Date of this Application and Agreement: - 
A, Applicant her I Rural Utilities Cooperative Finance Corporation 

hereunder under m time to time as 

Definitions: For purposes o is Agreement, the following capitalized terms shall have the 
following meanings (such d ons to be  equally iicable lo the singular and fhe plural form 
thereof) All terms not otherwise defined herein s ave  the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, by and between 
Applicant and CFC bearing CFC loan designation KY062-R-5101 (as amen e “Line of Credit 
Agree rn en  t”) 

“DSC Ratio” shall mean  the ratio determined as follows: for any calendar year add: (1) net 

me  from subsidiaries 

“TIER” shall mean the  ratio d 

(all as calculated on a cons  
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erein a5 a "Letter 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the "Letter of 
Credit Amount"). 

The LetteT of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 

canceled, with no further action required of either CFC or Borrower to effect such termination. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the L.ine of Credit Agreement+ 

nar shall CFC be obligated to issue, a Letter of Credit hereunder unless fhe Available Amount is 
equal to or greater than the sum of (i) the total Letter of Credit Amounts o 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit 
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4. Letter of Credit Expiration Date; Termination of Agreement: 

!‘ e .J I€- f 5  
’* ~ “S 8 ‘ 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds f! Cer’f 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a ”Draw”), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (bf each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be safisfactory to CFC; and (c) no Draw reqpest will be honored after CFC’s close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFC’s obligation to issue a Letter of Credit 
the following documents, in b r m  

’ 
de,-, 

CFC shall reasonably require. 

9. irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in acxordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or iniormajion other 
than expressly stated in aL etter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 
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50. Legal Representatives. 
to any other person for hon 
contained in a Letter of Credit 
debtor-in-possession, assign 
representative of the Beneficiary. 

have no liabilrty to the 
rdance with the terms 
administrator, trustee in bankruptcy, 

rs, liquidator, receiver or other legal 

11. No Liability. CFC shall have no liability for, and the Applicant's repayment and other 
obligations hereunder shall not he affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
such drafts, statements or documents in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or (c) errors, omissions, interruptions or delays in 
transmission or delivery of any ail, telephone, facsimile or otherwise, or (d) any 
consequences arising from caus 

$2. Fees. 

lity Fee. On the Effective 
ersary Date") for so long a 
a nonrefundable facility fe 

h below, and at each anniversary 
is in effect, fhere shall be due 

pplicant shall pay the Facility 
Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The initial Facility Fee 
shall be expressed in a number of basis points (hundredths of a percentage point) of the 
aggregate amount of the Letter of Credit Faoiiity. The amount of the Facility Fee shall be 
determined as of the Effective Date sei forth below in accordance with CFC's credit policies and 
practices as of said date. Subsequent Facility Fees shall be expressed in the same manner, in 
amounts determined in accordance with CFC's credit policies and practices in effect as of each 
applicable Anniversary Date. Any increase in the Facility Fee shall be effective only as of an 
Anniversary Date, The Facility Fee shall be prorated for any year in which this Agreement is not 
in effect for the entire year, It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

B. issuance fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
an amount delermined in 
issuance. In the event €he 

payable annually and shall b 
and practices in effect as of 
Issuance Fee to CFC pro 
Issuance Fee shall be prorated for any year in which the Letter of Credit is not outstanding for 
the enfire year. 

In addition to the above Tees, Borrower shall pay, as and when due, such ad ional fees as may 
be charged from time to time by CFC for issuing amendments to  or transferring any Letter of 
Credit issued hereunder, and any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or financial institution 
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13. Repayment 

A. CFC shall notiiy Applicant promptly of each (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement that is made to pay a Draw referred to in clause 
C of this Paragraph 13. 

8. Upon receipt of notice by Applicant from CFC that a Draw has been made, Applicant 
shall pay, in lawful money of the United States, without setoff, deduction, recoupment or 
counterclaim, to the order RURAL UTlLlTlES COOPEWTIVE FINANCE 

er offices as CFC may designate, 
e "Draw Amount"), 

or to the due date of 
such Jnterest Amount. 

C. If, prior to the close of business on the day that any Draw has been made, Applicant has 
not paid the Draw Amount to CFC, Applicant hereby authorizes CFC to make an Advance under 
the Line o? Credit Agreement 
-tyu&+ ual to the Draw 
Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such day is 
not a day that both CFC and the depository institution CFC uses for funds transfers are open for 
business, then the Advance shall be made on the next day that both CFC and the depository 
institution CFC uses for funds  transfers are open for business 

D. In the event that for a n y  reason, a Draw is not repaid with the proceeds of an Advance 

as described herein, 
e year from the date of 

under the Line of Credit Agreement V M  e p m e m a t r A  -G 

such Draw. 

14. Interest. The interest rate o e total rate per annum as published 
by CFC as its line of credit rate e. Interest will be computed on the 
basis of a 365 day year for the a days that any Draw is outstanding. The effective 
date of an interest rate adjustment will be determined from time to time by CFC, and shall remain 
in effect until any subsequent change in the jnteresi rate occurs 

15. Prepayment. Applicant may, at any time, make prepayments of the principal amount of any 
Draw, together with any interest accrued thereon. 

16. Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it fails to 

13 or if it fails to comply with Paragraphs 19 and 20 of 
agrees that (a) CFC's obligation to issue Letters of Credit 

without liability to CFC, (b) all amounts outstanding 
due and payable in full with accrued interest, (c) CFC may 

nt and apply any and all amounts held, or hereby held, by 

hereunder shall under this 
Agreement shall 
exercise rights 
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CfC or owed to  the Borrower or for the credit or account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would 
returned to Borrower; and (d) CFC may, in addifion thereto, exercise any other remedies available 
to it under appficable taw. Applicant hereby expressly waives demand, presentment for payment, 
notice of dishonor, protest, notice of protest, and notice of non-payment, and all other notices that 
m 

f 8 .  Right af Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and fro 
rights of setoff or recoupment 
owed to the Applicant or for the credit or account 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any such 
setoff or recoupment and the application thereof, provided that the failure to give such notice shall 
not affect the valid of such setoff, recoupment or application The rights of CFC under this 
section are in add n to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have Applicant waives all rights of setoff, deduction, recoupment or 
co u nterclai m . 

io of not less than 
rates for electric 

Borrower, 

20. Fin nformetion. Applic o be prepared and furnish 
comple rt of its financial c erations as of the 
year in form and substance sa ry to CFC, audited by i 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 

all be furnished after the end  of the quarter. 'The 
shall survive the under and the expiration of a Letter 
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CFC may designate, within 5 business days affer the due date thereuf, Appficant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies of general  application. Applicant Turther agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

ERNING LAW; SUBMtSSiON JW RlSD ICTION; WAW€ 

L %  ED 
MO OF 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 

SACTICINS CONTEMPLATED HEREBY I 

r herein including, without 
r, this Agreemenl shall be 
efivered lo the Applicant at 

ilities Cooperative Finance Corporation 

Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. AI1 communications shall 
b e  deemed to have been duly en when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as provided for herein 

17. Miscellaneous. No modificafion or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be in 
wriiing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covert? d hereby. If any term, provision or condition 

or held invalid or unenforceable by any 
, such invalidity or unenforceability shall not 

ion nor any other term, provision or condition, 
d as if such invalid or unenforceable term, 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

B1G RIVERS ELECTRIC CORPORATION 
(SEAL) 

Attest:__-"- - 
Secretary 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 

Assistant Secretary-Treasurer 

Attest :- - 
Assistant Secretary-Treasurer 

Effective Date (to be filled in by CFC): 
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EXHI3fT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 

Attn: Nazir Rostom 

Re: National Rural Uti iities Cooperative Finance Corporation ("CFC") 
Master Letter of Credit Facility No. KY0624.--9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a lefier of credit 
under the abovereferenced master facility with the following terms: 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw. 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 
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EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUM3ER ((LoanNumben 

Date: ttLetterDate)) 

Amount: ((AmountText,) Dollars ($c(AmountNumberi).OO) 

Letter of Credit Expiration Date: ((ExpiryDate)) 

Beneficiary Name and Address: 

ct BeneficiaryName)) 
((BenefAddressLineI )) 
<( BenefAddressLine2 )) 

Name of Applicant: 

((Applicant Name)) 
c(AppAddressLine1 )) 
cAppAddressLine2~ 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 C 
Herndon, Virginia 20171- Attention: ctAVPName)) 

tive Way 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance with the terms and conditions herein against sight drafts 
presented at the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ccLoanNumber)), dated ctLetterDate)" , and 
accompanied by the following documents: 

receipt of said demand." 

2.' This original Letter of Credit. 
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will be honored in 
draft and required 
f Credit Expiration 

redii in an amount less than 
the reverse side hereof and 

this Letter of Credit shall then be returned to you. 

This L.etter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (I 993 Version), International Chamber of Commerce Public 
(WCP’). As to matters not governed by the UCP, this Letter of Credit is governed by the laws of the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL RURAL UTILilIES 
COOPERATIVE FINANCE CORPORATION 

By: 
Assistant Secretary-Treasurer 
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r"), pursuant to the Letter of Credit 

orizes CFC as follows: 

Capitalized terms that are not defined herein shall have the meanings as set forth in fhe 
Letter of Credit Agreemenk- <GVerJ ccFTG~~ *E- - k a r r r i  ,J 

If, prior to the close of 
been made, Borrower has not 
to make an Advance (as d 

of- +\?e &T-I-W.Z 0 F 
&(Z& i l -  A g u e  0 7 e  m-5 

siness on the day that any Draw under a Letter of Credit has 
id the Draw Amount to CFC, Borrower hereby authorizes CFC 

anding under the Letter of Credit 
provided for in the Line of Credit 

greement, then upon such replacement, 
an amount that is at all 

times at least equal to $15,000 e and from time to time 
redit Agreement, then 

upon such replacement, under the Replacement Credit Agreement) shall be referred to herein 
as the "Reserve Amount". Borrower hereby agrees not to request any Advance (as defined in 
the Line of Credit Agreement until replaced by the Replacement Credit Agreement, then upon 
such replacement, as defined in the Replacement Credit Agreement) under the Line of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) if the effect of any such Advance would be to reduce 
the Reserve Amount below the sum of the Letter of Credit Amounts reflected in all issued and 
outstanding Letters of Credit. 

Borrower hereby agrees that CFC 
follow ons set 
hereu ect to t 
misco 

This authorization shall remain in 
agreement of Borrower and CFC, or unti 
Letter of Credit Agreement have been paid in full, whichever is earlier. 

and shall be irrevocable until terminated by mutual 
time as all of the Borrower's obligations under the 

The undersigned agrees to pay such fees in connection with this Line of Credit Reserve 
Authorization as may be imposed by CFC pursuant to its policies of general applicafion. 

The undersigned represents and warrants to CFC that the undersigned has the appropriate 
authority on behalf of the Cooperative to execute this authorization and to instruct CFC with respect 
to the Cooperative's line of credit as set forth herein. 



This authorization shall not be modified the Cooperative withou Cis written consent. 

BIG RIVERS ELECTRIC CORPORATION 

- 
[Signature] 
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_I _I_--- 

Mark Hite 

From: Mark Hite 
- Sent: Thursday, October 30,2008 10~29 AM 

To: ’Nazir Rostom’ 
cc: ‘Krishna Murthy’; ‘Thomas Hall’ 
Subject: RE Big Rivers 

Good morning! Following up on my email below, while Big Rivers’ existing secured $1 5 million revolving credit 
agreement (line of credit) terminates 7/14/2013, the underlying master letter of credit agreement (letter of credit, KY-I.- 
9001) and reserve authorization, R-5101, terminate 3/1/2009. As you may recall, in anticipation of the Unwind closing, 
effective 6/5/2008 the letter of credit facility was extended from 7/14/2008 to 3/1/2009. Due to delay of the anticipated 
Unwind closing date, Big Rivers believes a further extension is warranted at this time (due to uncertainty of the Unwind 
closing date) in order to ensure its ability to prudently buy and sell power on the open market during 2009. 

1’11 give you a call momentarily to discuss a further extension 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

__.” .... _____._l_,._ ~ .... _. . ” ._ ^ .  . ..I.-._”-_I-.--.._-- .- ” _. - ..... ~ ...... ~ - 

From: Mark Hite 
Sent: Friday, October 24, 2008 11:14 AM 
To: ’Nazir Rostom’ 
Cc: Krishna Murthy; Thomas Hall 
Subject: Big Rivers 

Wanted you to see the attached letter regarding the Unwind status at the KPSC. While I may have recently mentioned 
to you the now targeted Unwind closing date of 2/26/2009, the Unwind closing delays are resulting in growing concern 
regarding Big Rivers’ expiring 3/1/2009 existing $15 million line of credit, and underlying letter of credit, with CFC. Can 
we work with CFC to once again extend this facility (I tentatively suggest one year). This matter, plus Big Rivers’ 
$142.1 million outstanding variable rate pollution control bonds insured by Ambac are two items of significant concern 
that I’d like to pursue resolution with CFC. 

Without the facility noted above, Big Rivers may not be able to maximize its off-system sales value. Ambac’s 
association with the PCBs has both issues trading at a very high interest rate. I question the wisdom of waiting until the 
Unwind closing (if and when it occurs) to resolve these matters. I welcome your thoughts how best to proceed on one 
or both. 

Thanks, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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From: 
Sent: 
To: 

~ Subject: 

Mark Hite 
Tuesday, December 23,2008 357 PM 
'Nazir Rostom'; James Jablonski 
RE: DSC and TIER in master letter of credit renewal 

Wanted t o  follow-up wi th  you r e g a r d i n g  t h e  1 year  e x t e n s i o n  of  t h e  e x i t i n g  $15 m i l l i o n  
Le t t e r  of C r e d i t  F a c i l i t y ,  a s  no d r a f t  was r e c e i v e d  t h r u  t o d a y .  

Thanks, and Merry Chr is tmas ,  
Mark 

Mark A. Hite  
V i c e  P r e s i d e n t  
Big R i v e r s  E l e c t r i c  Corpora t ion  
201 Thi rd  S t r e e t  
Henderson, KY 4 2420 
O f f i c e  270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

O r i g i n a l  Message----- 
From: Nazi r  Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
S e n t :  Thursday, December 11, 2008 1 1 : 5 8  AM 
To: Mark Hite;  James J a b l o n s k i  
S u b j e c t :  Re: DSC and T I E R  i n  mas ter  l e t t e r  of c r e d i t  renewal 

W e  can send  you a d r a f t  w i t h i n  a week from t o d a y .  

--I__ O r i g i n a l  Message ----- 
r'rom: Mark H i t e  [Mark.Hite@higrivers.coml 
S e n t :  12/11/2008 1 1 : 4 1  AM CST 
To: Nazir  Rostom 
C c  : James J a b l o n s  k i  
S u b j e c t :  RE:  DSC and T I E R  i n  mas te r  l e t t e r  of c r e d i t  renewal 

Hope your day  i s  g o i n g  w e l l .  Can you t e l l  me when t o  e x p e c t  t h e  d r a f t  documents i n  
connec t ion  w i t h  t h e  1 year  e x t e n s i o n  o f  t h e  $15 m i l l i o n  unde r ly ing  Le t t e r  of C r e d i t  
f a c i l i t y ?  I ' v e  been  asked  if it might  be p o s s i b l e  t o  e x p e d i t e  t h e  p r o c e s s .  

Thanks , 
M a r k  

M a r k  A .  H i t e  
V i c e  P r e s i d e n t  
B ig  R i v e r s  E l e c t r i c  Corpora t ion  
201  T h i r d  S t r e e t  
Henderson, KY 42420 
O f f i c e  270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

O r i g i n a l  Message----- 
From: Nazi r  Rostom [mailto:Nazir.Rostom@nrucfc.coopl 
S e n t :  Tuesday, December 0 9 ,  2008 1:04 PM 

,c: Mark H i t e  
S u b j e c t :  DSC and TIER i n  mas te r  l e t t e r  of  c r e d i t  renewal 

: James J a b l o n s k i  
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James, 

I spoke with Mark. Mark is ok with the DSC of 1.0 and TIER of 1.05. Please proceed with 
the loan documentation. 

Thanks, 

nazir 
___ 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

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

From: Mark Hite 
Sent: 
To: 

cc: 'Jim Millet; 'Michel, Robert' 
Subject: CFC Rlease 
Attachments: 160482576(2)_CFC Consent (PMCC termination).DOC 

Thursday, September 25, 2008 11 :46 AM 
'Nazir Rostorn'; Krishna Murthy; Thomas Hall 

- 

Fellas, hope you're day is going fantastic 

Attached hereto is the consent form CFC is being requested to sign in connection with the Omnibus Termination 
Agreement for the PMCC buy-out. The Omnibus Termination Agreement sent to you yesterday was for CFC's 
informational purposes. 

Please let me know if you have any questions. 

Thank you for your attention to this matter, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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Big Rivers Leasing Corporation 
c/o Entity Services Group, L.L.C. 
103 Foulk Road 
Suite 200 
Wilmington, DE 19803 

September 26, 2008 

Re: Release of Lien and Consent to Tennination of Security Documents 

Dear Madam or Sir: 

Please be advised that the undersigned, NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION, a not-for-profit cooperative association 
organized under the laws of the District of Columbia (“E’), hereby releases its subordinated 
liens and security interests described below, and consents to the termination of each security 
agreement identified below: 

(i) CFC’s second, junior and subordinate lien on, and second, ,junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain Funding 
Agreement Pledge Agreement (PBR-I), dated as of April 1, 2000, among RUS, Big Rivers 
Leasing corporation and certain other secured parties; 

(ii) CFC’s second, junior and subordinate lien on, and second, junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain Funding 
Agreement Pledge Agreement (PBR-2), dated as of April 1, 2000, among CFC, Big Rivers 
Leasing Corporation and certain other secured parties; 

(iii) CFC’s second, junior and subordinate lien on, and second, junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain Funding 
Agreement Pledge Agreement (PBR-3), dated as of April 1, 2000, among CFC, Big Rivers 
Leasing Corporation and certain other secured parties; 

(iv) CFC’s third, junior and subordinate lien on, and third, junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain Payment 
Agreement Pledge Agreement (PBR-l), dated as of April 1, 2000, among CFC, Big Rivers 
Leasing Corporation and certain other secured parties; 

(v) CFC’s third, junior and subordinate lien on, and third, junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain Payment 

OHS East:160482576.2 
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Agreement Pledge Agreement (PBR-2), dated as of April 1, 2000, among CFC, Big Rivers 
Leasing Corporation and certain other secured parties; 

(vi) CFC’s third, junior and subordinate lien on, and third, junior and 
subordinate security interest in, the “‘Collateral” under, and as defined in, that certain Payment 
Agreement Pledge Agreement (PBR-3), dated as of April 1, 2000, among CFC, Big Rivers 
Leasing Corporation and certain other secured parties; 

(vii) CFC’s third, junior and subordinate lien on, and third, ,junior and 
subordinate security interest in, the “Collateral” under, and as defined in, that certain 
Government Securities Pledge Agreement (PBR- 1 ), dated as of April 1 , 2000, among CFC, Big 
Rivers Leasing Corporation and certain other secured parties; \ 

(viii) CFC’s third, junior and subordinate lien on, and third, junior and 
subordinate security interest in, the ‘cCollateral” under, and as defined in, that certain 
Government Securities Pledge Agreement (PRR-2), dated as of April 1, 2000, among CFC, Big 
Rivers Leasing Corporation and certain other secured parties; and 

(ix) CFC’s third, junior and subordinate lien on, and third, junior and 
subordinate security interest in, the ‘cCollateral’y under, and as defined in, that certain 
Government Securities Pledge Agreement (PBR-3), dated as of April 1, 2000, among CFC, Rig 
Rivers Leasing Corporation and certain other secured parties. 

Sincerely, 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

By: 

Name : 
Title: 
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Mark Hite 

- From: Mark Hite 
Sent: 
To: 'Nazir Rostom'; 'Thomas Hall' 
Subject: Big Rivers Electric Corporation 

Tuesday, February 10,2009 8:41 AM 

Sorry I didn't get back with you yesterday. Have tried to gather more information regarding the impact the recent 
winter storm has had and will have on Big Rivers. At the height of the storms damage, all but 5 of Big Rivers 
delivery points were out. Big Rivers had all its 1 10 delivery points re-energized within 8 days of the storm Big 
Rivers' restoration costs are estimated to be $2.4 million. About $800,000 of that amount may be eligible for 
insurance claim, less a $300,000 deductible. About 80% of the balance will be eligible for FEMA reimbursement, 
as the Obama administration has made a declaration that the area is eligible for major disaster relief. So, it 
appears Big Rivers net out-of pocket will be about $400,000. I understand insurance and FEMA reimbursement 
may take a year, or a little more. So, seems Big Rivers would like to pursue a 2 year unsecured CFC ELOC for 
$2.5 million. 

I will phone you later this morning to further discuss. 

Thanks, 
Mark 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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Mark Hite 

From: 
Sent: 
ro: 

- cc: 
Subject: 

Mark Hite 
Friday, November 07, 2008 735 AM 
'Krishna Murthy' 
Nazir Rostom; Thomas Hall; John List 
RE: Big Rivers Electric Corporation 

Great! Look forward to hearing from you early next week. 

Have a good day, and a fantastic weekend, Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 4 2 4 2 0 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

----- Original Message----- 
From: Krishna Murthy [mailto:Krishna.Muwthy@nrucfc.coopI 
Sent: Thursday, November 06, 2008 4:38 PM 
To: Mark Hite 
Cc: Nazir Rostom; Thomas Hall; John List 
Subject: Re: Big Rivers Electric Corporation 

Mark: 

More time is certainly welcome. We appreciate your understanding in this regard. 
\7e also appreciate your Understanding of the fact that offers outstanding for long 
duration need periodic review. 
As you can imagine, market conditions are requiring us to examine our options. We are 
engaged in a review of our pricing. 
We have an internal meeting scheduled for Monday next week and I would feel comfortable 
talking to you AFTER we have had that meeting. 

regards , 

Kr is hna 

Mark Hite 
<Mark.Hite@bigriv 
ers. corn> 

11/06/2008 05:22 
PM 

To 
Krishna Murthy 
<Krishna.Murthy@nrucfc.coop> 

Thomas Hall 
<Thomas.Hall@nrucfc.coop>, Nazir 
Rostom <Nazir.Rostom@nrucfc.coop> 

Big Rivers Electric Corporation 

cc 

Subject 

1 
KrUC 1-8 
172 of 356 

mailto:Krishna.Muwthy@nrucfc.coopI


Good afternoon! Wanted to follow-up with you before leaving the office today. Perhaps 7: 
misunderstood when we last spoke by phone on Friday 10/31, hut my notes indicate that you 
were to call me back Monday 11/3 or Tuesday 11/4 t a  further discuss: 

with the 2/26/2009 now targeted Unwind closing, 
2) again extending the existing secured $15mm Letter of credit facility, perhaps 1 year 
beyond the current 3/1/2009, and 
3) any additional thoughts you may have regarding sefinancing the $142.1 million PCBs in a 
Big Rivers status quo environment (I note that Ambac was downgraded to junk status by 
Moody's yesterday) . 
I recall you stating you needed to discuss internally, and market conditions may 
necessitate pricing and term revisions. Should I phone you tomorrow morning, or is more 
time needed? Given the uncertainty of the Unwind closing date, Big Rivers' power supply 
department needs the letter of credit facility extension to forward sale summer of 2009 
power. 

__ 1) a new document set for the line of $50 million unsecured line of credit in connection 

Thanks, and have a great evening, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

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

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

L 
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Mark Hite 

From: Mark Hite 
Sent: 
To: krishna.murthy@nrucfc.coop 
Subject: PCBs 

__ 
Thursday, October 16,2008 4:09 PM 

Good afternoon! Wanted to make an inquiry of you. 

Although the Unwind is now targeted for a 2/26/09 closing date, with the numerous leveraged lease parties now 
off Big Rivers' mortgage, seems RUS sould be agreeable to CFC taking Ambac's senior mortgage position for the 
$142.1 million PCBs? Of course, upon the Unwind closing, the PCBs would become pari-passu with all other 
secured debt under the Indenture. With the $83.3 million issue now at 18% (the maximum rate), and the $58.8 
million now at 8%, Big Rivers really should get'er done ASAP rather than wait until shortly post-Unwind. I seem to 
recall CFC's 6 month variable rate mode is trading about 3% all in. But, perhaps CFC would be unwilling to 
refinance the PCBs pre-Unwind due to the balance sheet of Big Rivers. As you know, immediately post-Unwind 
Big Rivers will have very strong financial metrics. Any thoughts? Waiting to do the PCB refinancing is costing Big 
Rivers significant precious $$. 

Thanks, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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From: 
Sent: 

cc:  
Subject: 

ro: ___ 

Mark Hite 
Wednesday, December 10, 2008 7: 37 AM 
'Thomas Hall' 
Nazir Rostom; Krishna Murthy 
RE: Member Capital Securities Follow Up 

Thank you. Visited the CFC Extranet and printed the documents. Will review with Mark 
Bailey at earliest convenience. 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

----- Original Message----- 
From: Thomas Hall [mailto:Thomas.Hall@nrucfc.coop] 
Sent: Tuesday, December 09, 2008 4:43 PM 
To: Mark Hite 
Cc: Mark Bailey; Nazir Rostom; Krishna Murthy 
Subject: Member Capital Securities Follow Up 

Mark, 

t'hanks again for your time and interest on the phone today. As you, Nazir 
and I discussed, we are appreciative of your openness to explore ways 
whereby Big Rivers could participate in the MCS investment program. 

Per your request, attached is the link to the CFC Extranet where you can 
review the Prospectus, Term Sheet, and other information on the MCS 
program. The site will require you to login, but the information should be 
easy to locate. If for any reason you have trouble logging in, the folks 
at our Member Center can assist (800-424-2955). Also attached are the 
slides Sheldon used during the webinar. 

Per your request, we will follow up with our  ideas on how we think this can 
work for Big Rivers. 

Hope all is well and thanks again for your consideration. 

-Tom 

(See attached file: Sheldon Webinar slides-Final 12-5-08.ppt) 

http://www.nrucfc.org/private/extranet/mcs.htm 

Thomas Hall, Calling Officer 
CFC's Structured Finance Group 
Direct (703) 709-6839 
Cell (703) 4 83-1398 
Fax (703) 709-6811 

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

From: Nazir Rostom [Nazir.Rastom@nrucfc.coop] 

Sent: 
To: Mark Hite 
Subject: Re: Big Rivers 

. 

Thursday, February 26, 2009 3 5 4  PM 

We got it. 

From: Mark Hite [Marlc.Hite@bigrivers.com] 
Sent: 02/26/2009 0 1 5 2  PM CST 
To: Nazir Rostom 
Subject: RE: Rig Rivers 

Please do me a great favor ... as soon as $15 million CFC executes the new letter of credit facility, please shoot 
me an email. That: way, we can immediately commence issuing letters of credit thereunder. I understand a 
couple of counterparties are nagging us. Thanks! 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Nazir Rostom [mailto: Nazir.Rostom@nrucfc.coap] 
Sent: Thursday, February 26, 2009 8:19 AM 
To: Mark Hite 
Subject: Re: Big Rivers 

Thanks Mark for the update. We are glad to hear that PSC's approval is not needed for the letter of credit renewal. As for the 
unwind, we will hang tight and wait for the order. 

We look forward to receiving your fed-ex. 

Have a good day. 

Best, 

Nazir 

Fram: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 02/25/2009 0.5104 PM CST 
To: Nazir Rostom 
Subject: Big Rivers 

3/21/2009 
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I have good news and bad news. First the good news. This afternoon the PSC confirmed the l-year CFC $15 
million letter of credit facility was exempt from needing their approval, So, I’m sending the document set via Fed 
Ex to you this evening. Look forward to receipt of executed document set. The bad news is that we now hear the 
PSC will likely not be issuing the Order on the Unwind for between 7 to 21 days. 

Talk to you soon. Have a wonderful evening with your wife, your 3 year old, and the one in the oven. 

___ 

Mark 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

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

From: Nazir Rnstom [Nazir.Rostom@nrucfc.coop] 

Sent: Friday, February 20, 2009 3:38 PM 
To: Mark Hite 
Subject: Re: Big Rivers 

There are no additional fees other than the standard interest rates. 

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 02/20/2009 03135 PM CST 
To: Nazir Rostom 
Subject: Big Rivers 

Regarding the $2.5 million ELOC, other than the CFC Line of Credit Rate on any Advances, are there any ather 
fees? Don’t see anything in the document, but wanted to confirm. Thanks! 

Mark A. Hite 
Big Rivers Electric Corporation 
201 Third Street: 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

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

From: 
Sent: 
To: 

- cc: 
Subject: 

Nazir Rostorn [Nazir.Rostom@nrucfc.coop] 
Thursday, February 12, 2009 11:24 AM 
Mark Hite 
J a m e s  Jabionski 
RE: KY062-R-5103 documents 

Mark  , 

W e  a r e  ok wi th  t h a t  s u g g e s t i o n .  James w i l l  make t h a t  change and send  t h e  r e v i s e d  loan  
agreement .  

Thanks, 

N a z i r  

N a z i r  Rostom 
AVP, S t r u c t u r e d  Finance 
NRUCFC 
2201 Coopera t ive  Way 
Herndon, VA 20171 
( p h )  703.709.2054 
( f a x )  703.707.5088 
n a z i r .  ro s tom@nrucfc .  coop 

M a r k  H i t e  
<Mark .Hi t e@big r iv  
e r s  .corn> 

02/12/2009 12:07 
PM 

T O  
Nazi r  Rostom 
<Nazi r .  Rostom@nrucfc.  coop> 

cc 

S u b j e c t  
RE : KYO 62-R- 5 10 3 documents 

TQ a d d r e s s  my conce rn ,  may I s u g g e s t  adding  t h e  fo l lowing  s e n t e n c e  to Schedule  1: 

Dur ing  2008, p r i m a r i l y  a s  a r e s u l t  of Big R ive r s  e x e c u t i o n  a buyout o f  i t s  leveraged  l e a s e  
( r e d u c i n g  cash  $ 1 0 7 . 1  m i l l i o n ) ,  Big R i v e r s '  cash  and c a s h  e q u i v a l e n t s  b a l a n c e  decreased  
f rom $148 .9  m i l l i o n  t o  $ 3 5 . 6  m i l l i o n .  

M a r k  A .  H i t e  
Vice P res iden t  
B i g  R i v e r s  E l e c t r i c  C o r p o r a t i o n  
201  T h i r d  S t r e e t  
Henderson,  KY 42420 
O f f i c e  270-827-2561 

lobile 270-577-6815 
ax 2 7 0- 82 7 -2 5 5 8 
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----- Original Message----- 
From: Mark Hite 
Sent: Thursday, February 12, 2009 1O:ll AM 
To: 'Nazir Rostom' 
Subject: RE: KY062-R-5103 documents 

Aaving just hung up from speaking with you, please allow me to follow-up. 

significant change to that balance sheet other than that disclosed to CFC in writing. So, 
am wondering about the 2008 leveraged lease buyout. 
If You're saying CFC is aware of the buyout and the impact it had, then shouldn't Schedule 
1 say so? 

- My comments were due to 2.01 G. Financial Statements indicating there has been no 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 
Fax 2 7 0- 8 2 7 - 2 5 5 8 

27 0- 5 7 7 - 68 15 

_---- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 9:49 AM 
To: Mask Hite 
Cc: Krishna Murthy; Philomena Donaldson; Thomas Hall 
Subject: RE: KY062-R-5103 documents 

Thanks Mark for the compliment. 

Best, 

Jazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Mark Hite 
<Mark.Hite@bigriv 
ers. com> 

02/12/2009 10:35 <Nazir.Rostom@nrucfc.coop> 
AM 

Nazir Rostom 

Krishna Murthy 
<Krishna.Murthy@nrucfc.coop>, 
Thomas Hall 
<Thomas.Hall@nrucfc.coop>, 
Philomena Donaldson 
<Philomena.Donaldson@nrucfc.coop> 

RE: KY062-R-5103 documents 
Sub j ect 

To 

cc 

L 
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Your assistance and turn-around on this ELOC request has been awesome. Big Rivers 
sincerely appreciates CFC’s business partnership. Will be in touch. 
Thanks so much! I_ 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

----- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Thursday, February 12, 2009 8:51 AM 
To: Mark Hite 
CC: Krishna Murthy; Thomas Hall; Philomena Donaldson 
Subject: Fw: KY062-R-5103 documents 

Mark, 

Attached below are the loan agreement and board resolution. Please follow the instruction 
below to send us the executed documents. Should you have any question, please do not 
hesitate to contact me. 

Best, 

iazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 70.3.707.5088 
nazir.rostom@nrucfc.coop 

----- Forwarded by Nazir Rostom/CFC on 02/12/2009 09:47 AM 

James 
Jablons ki/CFC 

To 
02/11/2009 04:31 Nazir Rostom/CFC@CFC 
PM cc 

Krishna Murthy/CFC@CFC, Philomena 
Donaldsan/CFC@CFC 

KY062-R-5103 documents 
Subject 

We are pleased to inform you that National Rural IJtilities Cooperative Finance Corporation 
3 
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(CFC) has approved a new credit facility for your company. The CFC documents for the 
facility are enclosed for execution. 

AS a condition of CFC's credit commitment,, a11 of the attached documents must be 
executed by your cooperative and received by CFC within 90 days of the date of this 
Yorrespondence. CFC's credit commitment is dependent upon the execution of the CFC 
locuments by your cooperative and their receipt 

documents regarding the status of this facility. 

Please note that the attached documents have been transmitted only to your cooperative. 
If you would like us to send a copy to your attorney or if you have any other questions, 
please contact me or the legal department contact listed in the enclosed instructions. 

-and acceptance by CFC. CFC will notify you after its receipt of the 

Please review the enclosed instructions fo r  information on the number of copies of each 
document to be printed, executed and returned to CFC. 

Any changes made to the documents to be executed by your Cooperative (i.e., the Loan 
Agreement, Note, Security Agreement, etc.) without the prior written consent of CFC shall 
invalidate all documents. 

We at CFC appreciate the opportunity to do business with you and look forward to serving 
your financial needs in the future. 

Please mail your executed documents to: Legal Administrative Assistant 
NRUCFC 
2201 Cooperative Way 
Herndon, Virginia 20171 

(See attached file: KY062-R-5103 LOCAGMT.pdf) (See attached file: 
KYO 62-R-5 103 INCUMB . pdf) 

(See attached file: instructions.DOC) (See attached file: 
opinion. DOC) 

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

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

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

REVOLVING LINE OF CREDIT AGREEMENT (this "Agreement"), dated as of 
, between BIG RIVERS ELECTRIC CORPORATION 

("Borrower"), a corporation organized and existing under the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower has applied to CFC for a line of credit for the purposes set 
forth in Schedule 1 hereto, and CFC is willing to extend such a line of credit to the Borrower on 
the terms and conditions stated herein. 

NOW, THEREFORE, for and in consideration of the premises and the mutual covenants 
hereinafter contained, the parties hereto agree and bind themselves as follows: 

ARTICLE I 

DEFINITIONS 

Section 1.01 For purposes of this Agreement, the following capitalized terms shall have 
the following meanings (such definitions to be equally applicable to the singular and the plural 
form thereof). 

"Advance" shall mean each advance of funds by CFC to the Borrower pursuant to the 
terms and conditions of this Agreement. 

"Business Day" shall mean any day that both CFC and the depository institution CFC 
utilizes for funds transfers hereunder are open for business. 

"CFC Commitment'' shall have the meaning as defined in Schedule 1 hereto. 

"CFC Line of Credit Rate" shall mean the rate published by CFC from time to time, by 
electronic or other means, for similarly classified lines of credit, but if not published, then the 
rate determined for such lines of credit by CFC from time to time. 

"DSC Ratio" shall mean the ratio determined a s  follows: for any calendar year add: (1) 
net income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due  within the period on all Long Term Debt plus interest 
expense (all a s  calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

"Default Rate" shall mean a rate per annum equal to the interest rate in effect for an 
Advance plus two hundred basis points. 

CFC LOCAGMT 
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“Effective Date” shall mean the date designated as such by CFC on the signature page 
hereof” 

“Event of Default” shall have the meaning as described in Article VI hereof. 

“GAAP” shall mean generally accepted accounting principles set forth in the opinions 
and pronouncements of the Accounting Principles Board and the American Institute of Certified 
Public Accountants and statements and pronouncements of the Financial Accounting Standards 
Board. 

“Governmental Authority” shall mean the government of the United States of America, 
any other nation or government, any state or other political subdivision thereof, whether state or 
local, and any agency, authority, instrumentality, regulatory body, court or other entity exercising 
executive, legislative, judicial, taxing, regulatory or administrative powers or functions of or 
pertaining to government. 

“Lien” shall mean any statutory or common law consensual or non-consensual 
mortgage, pledge, security interest, encumbrance, lien, right of set off, claim or charge of any 
kind, including, withaut limitation, any conditional sale or other title retention transaction, any 
lease transaction in the nature thereof and any secured transaction under the Uniform 
Commercial Code. 

“Line of Credit“ shall mean the line of credit extended by CFC to the Borrower, 
pursuant to this Agreement, in an aggregate principal amount outstanding at any time not to 
exceed the CFC Commitment. 

“Loan Documents” shall mean this Agreement and all other documents or instruments 
executed, delivered or executed and delivered by the Borrower and evidencing, securing, 
governing or otherwise pertaining to the Line of Credit. 

“Maturity Date“ shall mean the date set forth in Schedule 1 hereto, 

“Obligations” shall mean any and all liabilities, obligations or indebtedness owing by 
the Borrower ta CFC, of any kind or description, irrespective of whether for the payment of 
money, whether direct or indirect, absolute or contingent, due or to become due, now existing or 
hereafter arising. 

“Person” shall mean natural persons, cooperatives, corporations, limited liability 
companies, limited partnerships, general partnerships, limited liability partnerships, joint 
ventures, associations, companies, trusts or other organizations, irrespective of whether they 
are legal entities, and Governmental Authorities. 

“TIER” shall mean the ratio determined as follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus interest expense; and divide the sum so obtained by the sum of 
(2) interest expenses (all as calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus capitalized interest not paid from operating 
cash flow. 
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ARTICLE I I  

REPRESENTATIONS AND WARRANTIES 

Section 2.01 The Borrower represents and warrants to CFC that as of the date of this 
Agreement: 

A. Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

B. Authority; Validity. The Borrower has the power and authority to enter into this 
Agreement; to make the borrowing hereunder; to execute and deliver all documents and 
instruments required hereunder and to incur and perform the obligations provided for herein, all 
of which have been duly authorized by all necessary and proper action; and no consent or 
approval of any Person, including, as applicable and without limitation, members of the 
Borrower, which has not been obtained is required as a condition to the validity or enforceability 
hereof or thereof. 

This Agreement is, and when fully executed and delivered will be, legal, valid and binding upon 
the Borrower and enforceable against the Borrower in accordance with its terms, subject to 
applicable bankruptcy, insolvency, reorganization, moratorium or other laws affecting creditors’ 
rights generally and subject to general principles of equity. 

C. No Conflicting Agreements. The execution and delivery of the Loan 
Documents and performance by the Borrower of the obligations thereunder, and the 
transactions contemplated hereby or thereby, will not: (i) violate any provision of law, any order, 
rule or regulation of any court or other agency of government, any award of any arbitrator, the 
articles of incorporation or bylaws of the Borrower, or any indenture, contract, agreement, 
mortgage, deed of trust or other instrument to which the Borrower is a party or by which it or any 
of its property is bound; or (ii) be in conflict with, result in a breach of or constitute (with due 
notice and/or lapse of time) a default under, any such award, indenture, contract, agreement, 
mortgage, deed of trust or other instrument, or result in the creation or imposition of any Lien 
upon any of the property or assets of the Borrower. 

The Borrower is not in default in any material respect under any agreement or instrument to 
which it is a party or by which it is bound and no event or condition exists which constitutes a 
default, or with the giving of notice or lapse of time, or both, would constitute a default under any 
such agreement or instrument. 

D. Taxes. The Borrower has filed or caused to be filed all federal, state and local 
tax returns which are required to be filed and has paid or caused to be paid all federal, state and 
local taxes, assessments, and governmental charges and levies thereon, including interest and 
penalties to the extent that such taxes, assessments, and governmental charges and levies 
have become due, except for such taxes, assessments, and governmental charges and levies 
which the Borrower is contesting in good faith by appropriate proceedings for which adequate 
reserves have been set aside. 

Licenses and Permits. The Borrower has duly obtained and now holds all 
licenses, permits, certifications, approvals and the like necessary to own and operate its 

E. 
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property and business that are required by Governmental Authorities and each remains valid 
and in full force and effect. 

F. Litigation. There are no outstanding judgments, suits, claims, actions or 
proceedings pending or, to the knowledge of the Borrower, threatened against or affecting the 
Borrower or any of its properties which, if adversely determined, either individually or 
collectively, would have a material adverse effect upon the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower. The Borrower is not, to the Borrower's 
knowledge, in default or violation with respect to any judgment, order, writ, injunction, decree, 
rule or regulation of any Governmental Authority which would have a material adverse effect 
upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 

__ 

G. Financial Statements. The balance sheet of the Borrower a s  at the date 
identified in Schedule 1 hereto, the statement of operations of the Borrower for the period 
ending on said date, and the interim financial statements of the Borrower, all heretofore 
furnished to CFC, are complete and correct. Said balance sheet fairly presents the financial 
condition of the Borrower a s  at said date and said statement of operations fairly reflects its 
Operations for the period ending on said date. The Borrower has no contingent obligations or 
extraordinary forward or long-term commitments except a s  specifically stated in said balance 
sheet or herein. 'There has been no material adverse change in the financial condition or 
operations of the Borrower from that set forth in said financial statements except changes 
disclosed in writing to CFC prior to the date hereof. 

H. Required Approvals. No license, consent or approval of any Governmental 
Authority is required to enable the Borrower to enter into this Agreement, or to perform any of its 
Obligations provided for herein, including without limitation (and if applicable), that of any state 
public utilities commission, any state public service commission, and the Federal Energy 
Regulatory Commission, except as disclosed in Schedule 1 hereto, all of which Borrower has 
obtained prior to the date hereof. 

I .  Compliance With Laws. The Borrower is in compliance, in all material respects, 
with all applicable requirements of law and all applicable rules and regulations of each 
Governmental Authority. 

J. Disclosure. To the Borrower's knowledge, information and belief, neither this 
Agreement nor any document, certificate or financial statement furnished to CFC by or on behalf 
of t h e  Borrower in connection herewith (all such documents, certificates and financial 
statements, taken a s  a whole) contains any untrue statement of a material fact or omits to state 
any material fact necessary in order to make the statements contained herein and therein not 
misleading. 

ARTICLE 111 

CREDIT TERMS 

Section 3.01 Advances. CFC agrees to advance funds to the Borrower pursuant to the 
terms and conditions hereof, provided, however, that the principal amount at any time outstanding 
under this Agreement shall not exceed the CFC Commitment. The Borrower may borrow, repay 
and reborrow funds at any time or from time up  to, but not including, the Maturity Date, at which 
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time all principal amounts outstanding, and accrued, but unpaid interest thereon, shall be due and 
payable in full. 

Section 3.02 Payment and Interest Rate. l h e  Line of Credit shall be payable and 
bear interest as follows: 

A. interest Rate and Payment. The Borrower unconditionally promises and agrees 
to pay, as and when due, interest on all amounts advanced hereunder from the date of each 
Advance and to repay all amounts advanced hereunder with interest on the Maturity Date, if not 
sooner paid. Interest shall be due and payable in accordance with CFC's regular billing cycles as 
may be in effect from time to time. CFC shall send a payment notice to the Borrower at least five 
days prior to the due date of any interest payment, provided, however, that CFC's failure to send a 
payment notice shall not constitute a waiver by CFC or be deemed to relieve the Borrower of its 
obligation to make payments as and when due as provided for herein. All amounts shall be 
payable at CFC's main office at 2201 Cooperative Way, Herndon, Virginia 20171-3025 or at such 
other location as designated by CFC from time to time. The interest rate on all Advances will be 
equal to the CFC Line of Credit Rate as published by CFC and in effect from time to time. Interest 
will be computed on the basis of a 365 day year for the actual number of days that any Advance is 
outstanding. The effective date of an interest rate adjustment will be determined from time to time 
by CFC, and shall remain in effect until any subsequent change in the interest rate occurs. 

B. Application of Payments. Each payment shall be applied to the Obligations, 
first to any fees, costs, expenses or charges other than interest or principal then due on the 
Borrower's indebtedness to CFC, second to interest accrued and the balance to principal. 

Section 3.03 RESERVED. 

Section 3.04 Limitation on Advances. While an Advance is outstanding, CFC reserves 
the right to limit further Advances if the sum of (a) all Advances outstanding, (b) the amount of any 
further Advance requested, and (c) the total amount of Borrower's other unsecured outstanding 
debt, would exceed the CFC Commitment. CFC may in its sole discretion decline to make any 
Advance during any period when the Borrower is in default hereunder. 

Section 3.05 Mandatory Prepayment. If there is a change in the Borrower's corporate 
structure (including without limitation by merger, consolidation, conversion or acquisition), then 
upon the effective date of such change, (a) the Borrower shall no longer have the ability to 
request, and CFC shall have no obligation to make, Advances hereunder and (b) the Borrower 
shall prepay the outstanding principal balance of all Obligations, together with any accrued but 
unpaid interest thereon, any unpaid costs or expenses provided for herein, and a prepayment 
premium prescribed by CFC pursuant to its policies of general application in effect from time to 
time, and upon prepayment thereof, this Agreement shall automatically terminate without further 
action by either Borrower or CFC. 

Notwithstanding the foregoing, Borrower shall retain the ability to request, and CFC shall retain 
the obligation to make, Advances hereunder and no prepayment shall be required under this 
Section 3.05 if, after giving effect to such change, Borrower, or its successor in interest, is 
engaged in the furnishing of electric utility services to its members and is organized as a 
cooperative, nonprofit corporation, public utility district, municipality, or other public 
governmental body. 

Section 3.06 RESERVED. 
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Section 3.07 Default Rate. If Borrower defaults on its obligation to make a payment 
due hereunder by the applicable date payment is due, and such default continues for thirty days 
thereafter, then beginning on the thirty-first day after the payment is due and for so long as such 
default continues, Advances shall bear interest at the Default Rate. 

__ 

ARTICLE IV 

CONDITIONS OF LENDING 

Section 4.01 The obligation of CFC to make any Advance hereunder is subject to 
satisfaction of the following conditions in form and substance satisfactory to CFC: 

A. Legal Matters. All legal matters incident to the consummation of the 
transactions hereby contemplated shall be satisfactory to counsel for CFC. 

B. Documents. CFC shall have been furnished with (i) the executed Loan 
Documents, (ii) certified copies of all such organizational documents and proceedings of the 
Borrower authorizing the transactions hereby contemplated as CFC shall require, (iii) an opinion 
of counsel for the Borrower addressing such legal matters as CFC shall reasonably require, and 
(iv) all other such documents as CFC may reasonably request. 

C. Government Approvals. T'he Borrower shall have furnished to CFC true and 
correct copies of all certificates, authorizations, consents, permits and licenses from 
Governmental Authorities necessary for the execution or delivery of the Loan Documents or 
performance by the Borrower of the obligations thereunder. 

D. Representations and Warranties. The representations and warranties 
contained in Article II shall be true on the date of the making of each Advance hereunder with 
the same effect as though such representations and warranties had been made on such date; 
no Event of Default and no event which, with the lapse of time or the notice and lapse of time 
would become such an Event of Default, shall have occurred and be continuing or will have 
occurred after giving effect to each Advance on the books of the Borrower; there shall have 
occurred no material adverse change in the business or condition, financial or otherwise, of the 
Borrower; and nothing shall have occurred which in the opinion of CFC materially and adversely 
affects the Borrower's ability to perform its obligations hereunder. 

E. Requisitions. Borrawer will requisition each Advance by submitting its 
requisition to CFC in form and substance satisfactory to CFC no later than 1200 noon local time 
at CFC's offices in Herndon, Virginia an the Business Day prior to the Business Day Borrower 
seeks to have funds advanced. 

CFC may require the Borrower to submit such additional information as it may reasonably 
require prior to funding the Advance request. 

F. Special Conditions. CFC shall be fully satisfied that the Borrower has complied 
with all special conditions identified in Schedule 1 hereto. 
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ARTICLE V 

COVENANTS 

Section 5.01 The Borrower covenants and agrees with CFC that until payment in full of 
the Line of Credit and performance of all obligations of the Borrower hereunder: 

A. Use of Proceeds. The Borrower shall use the proceeds of this Line of Credit 
solely for the purposes identified on Schedule 1 hereto. 

B. Notice. The Borrower shall promptly notify CFC in writing of: 

(i )  any material adverse change in the business, operations, prospects, 
assets, liabilities or financial condition of the Borrower or its subsidiaries; 

(ii) the institution or threat of any litigation or administrative proceeding of any 
nature involving the Borrower or any subsidiary which could materially 
affect the business, operations, prospects, assets, liabilities or financial 
condition of the Borrower or any subsidiary; 

(i i i )  the occurrence of an Event of Default hereunder, or any event that, with 
the  giving of notice or lapse of time, or both, would constitute an Event of 
Default. 

C. Default Notices. Upon receipt of any notices with respect to a default by the 
Borrower or any  subsidiary under the terms of any evidence of any indebtedness with parties 
other than CFC or of any loan agreement, mortgage or other agreement relating thereto, the 
Borrower shall, and shall cause each subsidiary to, deliver copies of such notice to CFC. 

D. Financial Books; Financial Reports; Right of inspection. The Barrower will 
at all times keep, and safely preserve, proper books, records and accounts in which full and true 
entries will be made of all of the dealings, business and affairs of the Borrower, in accordance 
with GAAP. The Borrower will cause to be prepared and furnished to CFC within one hundred 
twenty (120) days of the end of each of the Borrower's fiscal years during the term hereof, a full 
and complete consolidated and consolidating report of its financial condition and of its 
operations a s  of the end of such fiscal year, audited and certified by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such  audit in form and substance satisfactory to CFC, including without limitation a 
consolidated and consolidating balance sheet and the related consolidated and consolidating 
statements of income and cash flow. CFC, through its representatives, shall at all times during 
reasonable business hours and upon prior notice have access to, and the right to inspect and 
make copies of, any or all books, records and accounts, and any or all invoices, contracts, 
leases, payrolls, canceled checks, statements and other documents and papers of every kind 
belonging to or in the possession of the Borrower or in anyway pertaining ta its property or 
business. 

E. Compliance With Laws. The Borrower and each subsidiary shall remain in 
compliance, in all material respects, with all applicable requirements of law and applicable rules 
and regulations of each Governmental Authority. 
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F. Taxes. The Borrower shall pay, o r  cause to be paid all taxes, assessments or 
governmental charges lawfully levied or imposed on or against it and its properties prior to the 
time they become delinquent, except for any taxes, assessments or charges that are being 
contested in good faith and with respect to which adequate reserves a s  determined in good faith 
by Borrower have been established and are being maintained. 

_I 

G. Special Covenants. The Borrower will comply with any special covenants 
identified in Schedule 1 hereto. 

ARTICLE VI 

EVENTS OF DEFAULT 

Section 6.01 The following shall be “Events of Default” under this Agreement: 

A. Representations and Warranties. Any representation or warranty made by the 
Borrower herein, or in any of the other Loan Documents, or in any certificate or financial 
statement furnished to CFC hereunder or under any of the other Loan Documents shall prove to 
be false or misleading in any material respect. 

B. Payment. The Borrower shall fail to pay (whether upon stated maturity, by 
acceleration, or otherwise) any principal, interest, premium (if any) or other amount payable 
under the Line of Credit within five (5) Business Days after the d u e  date thereof. 

C. Other Covenants. 

(i) Failure of the Borrower to observe or perform any 
covenant or agreement contained in Sections 5.01.A, 5.01 .C, 5.01 .D, or 5.01 .G, 
of this Agreement. 

No Grace Period. 

(ii) Thirty Day Grace Period. Failure of the Borrower to observe or perform 
any other covenant or agreement contained in this Agreement or any of the other 
Loan Documents, which shall remain unremedied for thirty (30) calendar days 
after written notice thereof shall have been given to the Borrower by CFC. 

D. Legal Existence, Permits and Licenses. The Borrower shall forfeit or 
otherwise be deprived of ( i )  its authority to conduct business in the jurisdiction in which it is 
organized or in any other jurisdiction where such authority is required in order for the Borrower 
to conduct its business in such jurisdiction or ( i i )  permits, easements, consents or licenses 
required to carry on any material portion of its business. 

E. Other CFC Obligations. The Borrower shall be in breach or default of any 
Obligation, which breach or default continues uncured beyond the expiration of any applicable 
grace period. 

F. Other Obligations. The Borrower shall (i) fail to make any payment of any 
principal, premium or any other amount due or interest on any indebtedness with parties other 
than CFC which shall remain unpaid beyond the expiration of any applicable grace period, or (ii)  
be in breach or default with respect to any other term of any evidence of any other indebtedness 
with parties other than CFC or of any loan agreement, mortgage or other agreement relating 
thereto which breach or default continues uncured beyond the expiration of any applicable 
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grace period, if the effect of such failure, default or breach is to cause the holder or holders of 
that indebtedness to cause that indebtedness to become or be declared due prior to its stated 
maturity (upon the giving or receiving of notice, lapse of time, both or otherwise). 

__ 

G. Involuntary Bankruptcy. An involuntary case or other proceeding shall be 
commenced against the Borrower seeking liquidation, reorganization or other relief with respect 
to it or its debts under bankruptcy, insolvency or other similar law now or hereafter in effect or 
seeking the appointment of a trustee, receiver, liquidator, custodian or other similar official of it 
or any substantial part of its property and such involuntary case or other proceeding shall 
continue without dismissal or stay for a period of sixty (60) days; or an order for relief shall be 
entered against the Borrower under the federal bankruptcy Jaws or applicable state law as now 
or hereafter in effect. 

H. Insolvency. The Borrower shall commence a voluntary case or other 
proceeding seeking liquidation, reorganization or  other relief with respect to itself or its debts 
under any bankruptcy, insolvency or other similar law now or hereafter in effect or seeking the 
appointment of a trustee, receiver, liquidator, custodian or other similar official of it or any 
substantial part of its property, or shall consent to any such relief or to the appointment of or 
taking possession by any such official in an involuntary case or proceeding commenced against 
it, or shall make a general assignment for the benefit of creditors, or shall admit in writing its 
inability to, or be generally unable to, pay its debts as they become due, or shall take any action 
to authorize any of the foregoing. 

1. Dissolution or Liquidation. Other than as provided in subsection H. above, the 
dissolution or liquidation of the Borrower, or failure by the Borrower promptly to forestall or remove 
any execution, garnishment or attachment of such consequence as will impair its ability to 
continue its business or fulfill its obligations and such execution, garnishment or attachment shall 
not be vacated within sixty (60) days. 

J. Material Adverse Change. Any material adverse change in the business or 
condition, financial or otherwise, of the Borrower or any subsidiary. 

K. Monetary Judgment. The Borrower shall suffer any money judgment not 
covered by insurance, writ or warrant of attachment or similar process involving an amount in 
excess of $400,000 and shall not discharge, vacate, bond or stay the same within a period of 
sixty (60) days. 

L. Nonmonetary Judgment. One or more nonmonetary judgments or orders 
(including, without limitation, injunctions, writs or warrants of attachment, garnishment, 
execution, distraint, replevin or similar process) shall be rendered against the Borrower that, 
either individually or in the aggregate, could reasonably be expected to have a material adverse 
effect upon the business, operations, prospects, assets, liabilities or financial condition of the 
Borrower. 
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ARTICLE VI1 

REMEDIES 

Section 7.01 If any of the Events of Default listed in Section 6 hereof shall occur after 
the date of this Agreement and shall not have been remedied within the applicable grace 
periods specified therein, then CFC may: 

(a) Cease making Advances hereunder; 

(b) Declare all unpaid principal outstanding on the Line of Credit, all accrued and 
unpaid interest thereon, and all other Obligations to be immediately due and 
payable and the same shall thereupon become immediately due and payable 
without presentment, demand, protest or notice of any kind, all of which are 
hereby expressly waived; 

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

(d) Pursue all rights and remedies available to CFC, including, but not limited to, a 
suit for specific performance, injunctive relief or damages; 

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

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

ARTICLE Vlll 

MISCELLANEOUS 

Section 8.01 Notices. All notices, requests and other communications provided for 
herein including, without limitation, any modifications of, or waivers, requests or consents under, 
this Agreement shall be given or made in writing (including, without limitation, by telecopy) and 
delivered to the intended recipient at the "Address for Notices" specified below; or, as to any 
party, at such other address as shall be designated by such party in a notice to each other 
party. All such communications shall be deemed to have been duly given (a) when personally 
delivered including, without limitation, by overnight mail or courier service, (b) in the case of 
notice by United States mail, certified or registered, postage prepaid, return receipt requested, 
upon receipt thereof, or (c) in the case of notice by telecopy, upon transmission thereof, 
provided such transmission is promptly confirmed by either of the methods set forth in clauses 
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(a) or (b) above in each case given or addressed as provided for herein. The Address for 
Notices of each of the respective parties is as follows: 

__ 
National Rural Utilities Cooperative Finance 

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attention: Senior Vice President - Member Services 
Fax # 703-709-6776 

Corporation 

The Borrower: 

The address set forth in 
Schedule 1 hereto 

Section 8.02 Expenses. Borrower shall reimburse CFC for any reasonable costs and 
out-of-pocket expenses paid or incurred by CFC (including, without limitation, reasonable fees 
and expenses of outside attorneys, paralegals and consultants) for all actions CFC takes, (a) to 
enforce the payment of any Obligation or in preparation for such enforcement, (b) to restructure 
any of the Obligations, (c) to review, approve or grant any consents or waivers hereunder, (d) to 
prepare, negotiate, execute, deliver, review, amend or modify this Agreement, and (e) to 
prepare, negotiate, execute, deliver, review, amend or modify any other agreements, 
documents and instruments deemed necessary or appropriate by CFC in connection with any of 
the foregoing. 

The amount of all such expenses identified in this Section 8.02 shall be payable upon demand, 
and if not paid, shall accrue interest at the then prevailing CFC Line of Credit Rate plus two 
hundred basis points. 

Section 8.03 Late Payments. If payment of any amount due hereunder is not received 
at CFC's office in Herndon, Virginia or such other location as CFC may designate to the 
Borrower, within five (5) Business Days after the due date thereof, the Borrower will pay to CFC, 
in addition to all other amounts due under the terms of the Loan Documents, any late payment 
charge as may be fixed by CFC from time to time pursuant to its policies of general application 
as in effect from time to time. 

Section 8.04. Non-Business Day Payments. If any payment to be made by the 
Borrower hereunder shall become due on a day which is not a Business Day, such payment 
shall be made on the next succeeding Business Day and such extension of time shall be 
included in computing any interest in respect of such payment. 

Section 8.05 Filing Fees. To the extent permitted by law, the Borrower agrees to pay 
all expenses of CFC (including the reasonable fees and expenses of its counsel) in connection 
with the filing, registration, recordation or perfection of any instruments as may be required by 
CFC in connection with this Agreement, including, without limitation, all documentary stamps, 
recordation and transfer taxes and other costs and taxes incident to execution, filing, 
registration, recordation or perfection of any document or instrument in connection herewith. 
The Borrower agrees to save harmless and indemnify CFC from and against any liability 
resulting from the failure to pay any required documentary stamps, recordation and transfer 
taxes, recording costs, or any other expenses incurred by CFC in connection with this 

CFC LOCAGMT 
KY062-R-5103 (JABLQNJ) 
131 638-1 

KITJC 1-8 
194 of 356 



Agreement. The provisions of this subsection shall survive the execution and delivery of this 
Agreement and the payment of all other amounts due hereunder. 

Section 8.06 CFC Accounts. Borrower agrees that the records of, and all 
computations by, CFC (in whatever media they are recarded ar maintained) as to the amount of 
principal, interest and fees due on the Line of Credit shall be conclusive in the absence of 
manifest error. 

Section 8.07 Waiver; Modification. No failure on the part of CFC to exercise, and no 
delay in exercising, any right or power hereunder or under the other Loan Documents shall 
operate as a waiver thereof, nor shall any single or partial exercise by CFC of any right 
hereunder, or any abandonment or discontinuance of steps to enforce such right or power, 
preclude any other or further exercise thereof or the exercise of any other right or power. No 
modification or waiver of any provision of this Agreement or the other Loan Documents and no 
consent to any departure by the Borrower therefrom shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent, and then 
such modification, waiver ar consent shall be effective only in the specific instance and for the 
purpose for which given. 

SECTION 8.08 GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF 
JURY TRIAL. 

(A) THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE 
GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE 
COMMONWEALTH OF VIRGINIA. 

(B) THE BORROWER HEREBY SUBMITS TO THE NON-EXCLUSIVE JURISDICTION 
OF THE UNITED STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT 
SO LOCATED FOR PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR 
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 
THE BORROWER IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY 
APPLICABLE LAW, ANY OBJECTIONS THAT IT MAY NOW OR HEREAFTER HAVE TO THE 
ESTABLISHING OF THE VENUE OF ANY SUCH PROCEEDINGS BROUGHT IN SUCH A 
COURT AND ANY CLAIM THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN 
INCONVENIENT FORUM. 

(C) THE BORROWER AND CFC EACH HEREBY IRREVOCABLY WAIVES, TO THE 
FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY 
JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

SECTION 8.09 INDEMNIFICATION. THE BORROWER HEREBY INDEMNIFIES AND 
AGREES TO HOLD HARMLESS, AND DEFEND CFC AND ITS MEMBERS, DIRECTORS, 
OFFICERS, EMPLOYEES, AGENTS, ATTORNEYS AND REPRESENTATIVES (EACH AN 
“INDEMNITEE”) FOR, FROM, AND AGAINST ALL CLAIMS, DAMAGES, LOSSES, 
LIABILITIES, COSTS, AND EXPENSES (INCLUDING, WITHOUT LIMITATION, COSTS AND 
EXPENSES OF LITIGATION AND REASONABLE ATTORNEYS’ FEES) ARISING FROM ANY 
CLAIM OR DEMAND IN RESPECT OF THIS AGREEMENT AND THE OTHER LOAN 
DOCUMENTS OR THE TRANSACTIONS DESCRIBED IN THIS AGREEMENT AND THE 
OTHER LOAN DOCUMENTS AND ARISING AT ANY TIME, WHETHER BEFORE OR AFTER 
PAYMENT AND PERFORMANCE OF ALL OBLIGATIONS UNDER THIS AGREEMENT AND 
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THE OTHER LOAN DOCUMENTS IN FULL, EXCEPTING ANY SUCH MATTERS ARISING 
SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL MISCONDUCT OF CFC OR ANY 
INDEMNITEE. NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN 
SECTION 8.11 HEREOF, THE OBLIGATIONS IMPOSED UPON THE BORROWER BY THIS 
SECTION SHALL SURVIVE THE REPAYMENT OF THE LINE OF CREDIT AND THE 
TERMINATION OF THIS AGREEMENT. 

Section 8.1 0 Complete Agreement. This Agreement, together with the schedules to 
this Agreement and the other Loan Documents, and the other agreements and matters referred 
to herein or by their terms referring hereto, is intended by the parties as a final expression of 
their agreement and is intended as a complete statement of the terms and conditions of their 
agreement. In the event of any conflict in the t e rms  and provisions of this Agreement and any 
other Loan Documents, the terms and provisions af this Agreement shall control. 

Section 8.1 1 Survival; Successors and Assigns. All covenants, agreements, 
representations and warranties of the Borrower which are contained in this Agreement shall 
survive the execution and delivery to CFC of the Loan Documents and the making of the 
Advances hereunder and shall continue in full force and effect until ail of the obligations under 
the Loan Documents have been paid in full. All covenants, agreements, representations and 
warranties of the Borrower which are contained in this Agreement shall inure to the benefit of 
the successors and assigns of CFC. The Borrower shall not have the right to assign its rights or 
obligations under this Agreement. 

Section 8.12 Use of Terms. The use of the singular herein shall also refer to the 
plural, and vice versa. 

Section 8.13 Headings. The headings and sub-headings contained in this Agreement 
are intended to be used for convenience only and do not constitute part of this Agreement. 

Section 8.14 Severability. If any term, provision or condition, or any part thereof, of 
this Agreement or the other Loan Documents shall for any reason be found or held invalid or 
unenforceable by any governmental agency or court of competent jurisdiction, such invalidity or 
unenforceability shall not affect the remainder of such term, provision or condition nor any other 
term, provision or condition, and this Agreement and the other Loan Documents shall survive 
and be construed as if such invalid or unenforceable term, provision or condition had not been 
contained therein. 

Section 8.15 Binding Effect. This Agreement shall become effective when it shall 
have been executed by both Borrower and CFC and thereafter shall be binding upon and inure 
to the benefit of Borrower and CFC and their respective successors and assigns. 

Section 8.16 Counterparts. This Agreement may be executed in one or more 
counterparts, each of which will he deemed an original and all o f  which together will constitute 
one and the same document. Signature pages may be detached from the counterparts and 
attached to a single copy of this Agreement to physically form one document. 

Section 8.17 Schedule 1 .  Schedule 1 attached hereto is an integral part of this 
Agreement. 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 
BY: - .-- 

--- - Title: 

Attest: - _-.----- 
Secretary 

NATIONAL RURAL UTILITIES COOPERATIVE 
FINANCE CORPORATION 

(SEAL) 
By: 

Assistant: Secretary-Treasurer 

Attest:-- 
Assistant Secretary-Treasurer 

Effective Date: - (to be filled in by CFC) 

Loan Number: KY062-R-5103 
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SCHEDULE I 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

The purpose of this Line of Credit is to finance storm emergency repairs and expenses 
related to Borrower‘s electric utility operations. 

The aggregate CFC Commitment shall m e a n  $2,500,000.00. 

Maturity Date shall mean the date twenty four (24) months from the Effective Date. 

.The date of the Borrower’s balance sheet referred to in Section 2.01 .G. is December 31, 
2007. 

The Governmental Authority referred to in Section 2.01 .H. is: Kentucky Public Service 
Commission. 

The special conditions referred to in Section 4.01 .F. are a s  follows: None 

The special covenants referred to in Section 5.01 . I .  are a s  follows: 

(a) The Borrower shall apply the proceeds of all financing from the  Federal 
Emergency Management Agency, or from any other funding source designated for 
reimbursement of emergency or hardship expenditures related to emergency repairs of 
its electric utility operations (the “Emergency Financing”) to repay Advances with interest 
as provided for herein; and 

(b) 
less than 1.05. The Borrower shall not decrease its rates for electric service if it has failed 
to achieve a DSC Ratio of 1.0 for the calendar year prior to such reduction subject only to 
an order from a governmental authority properly exercising jurisdiction over the Borrower. 

The Borrower shall achieve a DSC Ratio of not less than 1 .O and a TIER of not 

The address for notices to the  Borrower referred to in Section 8.01 is PO Box 24, 
Henderson, KY 4241 9, Attention: PresidenVCEO, Fax: 270-827-2558. 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 

I t  - , do hereby certify that (i) I am the Secretary of BIG 
RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (ii) the following 
are true and correct copies of resolutions duly adopted by the board of directors of the 
Cooperative at a meeting held on ; (iii) the meeting was duly and 
regularly called and held in accordance with the articles and bylaws of the Cooperative; (iv) the 
Cooperative is duly incorporated, validly existing and in good standing under the laws of the 
state of its incorporation and there is no pending or contemplated proceeding for the merger, 
consolidation, sale of assets or business or dissolution of the Cooperative; (v) forms of the CFC 
loan documents were submitted to the meeting and were authorized by the board of directors to 
be executed; (vi) none of the following resolutions has been rescinded or modified as of this 
date; and (vii) the persons authorized below have been duly elected or appointed to their 
respective positions and occupied such positions on the date of actual execution of the CFC 
loan documents: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing from 
National Rural Utilities Cooperative Finance Corporation ("CFC") in an amount which shall 
not at any one time exceed $2,500,000.00 (the "Line of Credit Amount"), for a term of 
twenty-four (24) months, subject to the provisions of the Line of Credit Agreement 
substantially in the form submitted to this meeting (the "Line of Credit Agreement"); and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 
deliver to CFC the Line of Credit Agreement. 

RESOLVED, that each of the following individuals is hereby authorized in the name and 
on behalf of the Cooperative to execute and to deliver all such other documents and 
instruments as may be necessary or appropriate, to make all payments, to execute any 
future amendments to said Line of Credit Agreement as such individual may deem 
appropriate within the Line of Credit Amount so authorized and to do all such other acts 
as in the opinion of such authorized individual acting may be necessary or appropriate in 
order to carry out the purposes and intent of the foregoing resolutions: 

Office o r m  Name ( t v p d  or printed) 

President 

IN WITNESS WHEREOF I have hereunto set my hand and affixed the seal of the Cooperative 
this day of __ 1 -- 

Secretary 

(SEAL) 
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CFC Instructions for Unsecured Line of Credit 

Borrower: BIG RIVERS ELECTRIC CORPORATION 
Line of Credit Designation: KY062-R-5103 

Enclosed for the above-referenced loan are the following documents: 

I .  
11.  

I l l .  

CFC Line of Credit Agreement 

Form of opinion of counsel 

Certificate of Resolutions and Incumbency 

Before any action is taken to execute the documents, it should be determined that all necessary 
regulatory commission approvals have been obtained. CFC will require an original or true copy of the 
order of the commission. 

A. Line of Credit Anreement: 

Please execute the line of credit agreement (“agreement”). The effective date of the agreement 
should be left blank. This date will be provided by  CFC. 

B. Opinion of Counsel: 

Counsel should prepare an original opinion of counsel, on counsel’s letterhead, in the form 
supplied. 

C. m f i c a t e  of Resolutions and Incumbencv: 

Board resolutions should be adopted following the form supplied. Note that the names and titles 
of all officials authorized to  execute the loan documents on behalf of the Borrower must be 
set forth on the incumbency portion of the certificate. Borrower should consult with counsel 
to determine if its bylaws andlor the laws of its state of incorporation require the loan 
documents to be sealed and attested. If so, the name and title of the officials authorized to 
attest the execution of  the documents must be set forth in the incumbency portion of the 
certificate. 

DOCUMENTS TO BE RETURNED TO CFC: 

0 

0 

0 

0 

Certified or true copy of Commission approval (if applicable) 

the CFC line of credit agreement 

The original certificate of resolutions and incumbency 

An original opinion of counsel 

IF YOU HAVE QUESTIONS REGARDING THESE INSTRUCTIONS, DOCUMENTS PLEASE 
TELEPHONE JAMES JABLONSKI (CORPORATE COUNSEL) AT (800) 424-2954 OR 
(703) 709-681 8. 
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PLEASE RETURN ALL DOCUMENTS TO: 

NRUCFC 
ATTN: LEGAL ADMINISTRATIVE ASSISTANT 
2201 COOPERATIVE WAY 
HERNDON, VA 20171 
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[COUNSEL SHOULD PREPARE THIS FORM OF OPINION ON ITS LETTERHEAD] 

Date: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attn.: General Counsel 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-R-5103 

Dear Sir: 

I am counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the laws of the 
State of Kentucky ("Borrower"), and render this opinion to you in connection with a line of credit 
in the amount of $2,500,000.00 provided for in the Revolving Line of Credit Agreement ("Line of 
Credit Agreement"), dated as of , between the Borrower and 
National Rural Utilities Cooperative Finance Corporation ('ICFCI'). 

I have examined such corporate records and proceedings of the Borrower, and such other 
documents as I have deemed necessary as a basis for the opinions hereinafter expressed. 

I have also examined the Line of Credit Agreement as executed and delivered by the Borrower. 

Based upon the foregoing, I am of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in good 
standing under the laws of the jurisdiction of its organization, and the Borrower has full 
corporate power (a) to execute and deliver the Line of Credit Agreement; and (b) to perform all 
acts required to be done by it under the Line of Credit Agreement; 

[*** SELECT ONE OF THE FORMS OF PARAGRAPH (ii) ***I 
*** (ii) all authorizations from regulatory bodies required in connection with the execution, 
delivery and performance of the Line of Credit Agreement, including, without limitation, the 
Federal Energy Regulatory Commission andlor the state public utility commission, if applicable, 
have been obtained and copies thereof are attached hereto; 

*** (ii) no authorization from any regulatory body is required in connection with the execution, 
delivery and performance of the Line of Credit Agreement including, without limitation, the 
Federal Energy Regulatory Commission andlor the state public utility commission, if applicable; 

Since re1 y , 
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Mark Hite 

From: 
Sent: 
To: 
cc: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Wednesday, February 11,2009 1 :55 PM 
James Jablonski 
Mark Hite 
Loan agreement and Resolution for Big Rivers 

James I 

I wanted to give you heads up that Mark has its board meeting next week and will need the 
loan agreement and board resolution by this Friday, 13th. 
Please email Mark or me if you have any questions. 

Thanks I 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
( p h )  703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

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

1. 
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Mark Hite 

From: 
Sent: 
To: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Wednesday, February 11,2009 9:24 AM 
Mark Hite 
Term of the loan 

Mark, 

1 was talking to James Jablonski. He told me that we have to do the term less than 2 years 
(say 1 year and 11 months), otherwise you will need to get regulatory approval. Please let 
me know your thoughts. We are going to credit committee today at 1 pm. 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
( p h )  703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

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

From: 
Sent: 
To: 
cc: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Tuesday, February 10,2009 2113 PM 
Mark Hite 
Thomas Hall; Michael Duganich; Krishna Murthy 
Re: Big Rivers Electric Corporation - CFC $2.5 million unsecured ELOC request 

Thanks Mark. We got all your information. We are working as hard as possible to bring it 
to credit committee tomorrow. 

Best , 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

- 

Mark Hite 
<Mark.Hite@bigriv 
er s . corn> 

02/10/2009 03:04 
PM 

To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

Thomas Hall 
<Thomas.Hall@nrucfc.coop> 

Big Rivers Electric Corporation - 
CFC $2.5 million unsecured ELOC 
request 

cc 

Subject 

The requested Unwind Financial Model (most recent one filed in connection with the Unwind 
case before the K P S C )  has been emailed to you. The preliminary 2008 RClS Form 12 was j u s t  
faxed to you. And, the requested request on Big Rivers letterhead was faxed to you 
moments ago, with the original to follow via U . S .  mail. Should you require anything 
further, please let me know. Thank you! 

Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
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Mobile 270-577-6815 

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

This may contain information that is confidential 01: privileged. If you are not the 
addressee indicated in this message (or responsible for delivery of this message to such 
person), you should not copy or deliver this message to anyone or make any other use of 
the information set forth herein. In such case, you should destroy this message and 
notify the sender by telephone or e-mail. 

L 
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Mark Hite 

From: 
Sent: 
To: 
cc: 
Subject: 

____ 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Tuesday, February I O ,  2009 9:20 AM 
Mark Hite 
Thomas Hall; Krishna Murthy 
Re: Big Rivers Electric Corporation 

Thanks Mark. We look forward to helping you on this emergency line o f  credit of $2.5MM. 

Best , 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Mark Hite 
<Mark.Hite@bigriv 
ers. corn> 

02/10/2009 09:41 
AM 

To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop>, Thomas 
Hall <Thomas.HaLl@nrucfc.coop> 

cc 

Subject 
Big Rivers Electric Corporation 

Sorry I didn‘t get back with you yesterday. Have tried to gather more information 
regarding the impact the recent winter storm has had and will have on Big Rivers. 
height of the storms damage, all but 5 of Big Rivers delivery points were out. Big Rivers 
had all its 110 delivery points re-energized within 8 days of the storm. Big Rivers‘ 
restoration costs are estimated to be $2.4 million. About $800,000 of that amount may be 
eligible for insurance claim, less a $300,000 deductible. About 80% of the balance will 
be eligible for FEMA reimbursement, as the Obama administration has made a declaration 
that the area is eligible for major disaster relief. So, it appears Big Rivers net out-of 
pocket will be about $400,000. I understand insurance and FEMA reimbursement may take a 
year, or a little more. So, seems Big Rivers would like to pursue a 2 year unsecured CFC 
ELQC for $2.5 million. 

At the 

I will phone you later this morning to further discuss. 

“hanks, 
4ark 

Mark A. Hite 
1 
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Big Rivers  E l e c t r i c  Corpora t ion  
201 Thi rd  S t r e e t  
Henderson, KY 4 2 4 2 0  
O f f i c e  270-827-2561 
Fax 270-827-2558 
Mobile 270-577-6815 

_I_ 

The informat ion  con ta ined  i n  t h i s  t r ansmiss ion  i s  in t ended  on ly  f o r  t h e  person  o r  e n t i t y  
t o  which i t  i s  d i r e c t l y  a d d r e s s e d  o r  copied .  I t  may c o n t a i n  m a t e r i a l  of c o n f i d e n t i a l  
a n d / o r  p r i v a t e  n a t u r e .  Any rev iew,  r e t r a n s m i s s i o n ,  d i s s e m i n a t i o n  o r  o t h e r  u s e  o f ,  o r  
t a k i n g  of  any a c t i o n  i n  r e l i a n c e  upon, t h i s  i n f o r m a t i o n  by pe r sons  or e n t i t i e s  o ther  t h a n  
t h e  in t ended  r e c i p i e n t  i s  n o t  a l lowed .  I f  you r e c e i v e  t h i s  message and t h e  informat ion  
c o n t a i n e d  t h e r e i n  by e r r o r ,  p l e a s e  c o n t a c t  t h e  sender  and d e l e t e  t h e  m a t e r i a l  from 
your j any  s t o r a g e  medium. 

T h i s  may con ta in  i n f o r m a t i o n  t h a t  i s  c o n f i d e n t i a l  o r  p r i v i l e g e d .  I f  you a r e  n o t  the  
a d d r e s s e e  i n d i c a t e d  i n  t h i s  message ( o r  r e s p o n s i b l e  fox d e l i v e r y  of  t h i s  message t o  such 
p e r s o n ) ,  you should  n o t  copy o r  d e l i v e r  t h i s  message t o  anyone or make any o t h e r  u s e  o f  
t h e  in fo rma t ion  s e t  f o r t h  h e r e i n .  I n  such c a s e ,  you should  d e s t r o y  t h i s  message and 
n o t i f y  t h e  sender  by t e l e p h o n e  or e-mail .  

2 
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Mark Hite 

From: Nazir Rostom [Nazir.Rostom@nrucfc.coop] 

Sent: 
To: Mark Hite; Thomas Hall 
Subject: Re: Emergency Lines of Credit from CFC 

Monday, February 09,2009 7145 AM 

Mark: 

Good morning. Tom and I can help you with an emergency line of credit. Can we call you around 9.30 
am to discuss? 

Nazir 
_. _ _  

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 02/09/2009 07:27 AM CST 
To: Nazir Rostom; Thomas Hall 
Subject: FW: Emergency Lines of Credit from CFC 

Big Rivers, located in western Kentucky, is interested in learning more about the CFC ELOC for storm restoration 
costs, including the recent one. Would you be able to provide more key information, such as amount, secured or 
unsecured, terms, fees, etc. Shotiid I contact Ron Crile of CFC, or is that something you would assist with? 
Thanks! 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-256 1 
Fax 270-827-2558 
Mobile 2'70-577-681 5 

MEMORANDUM 

TO: Managers of Member Systems 
Chief Financial Officers 

FROM: Dennis L. Cannon 
Vice President, Member and Public Relations 
Kentucky Association of Electric Cooperatives, Inc. 

SUBJECT: Emergency Lines of Credit from CFC 

DATE: February 6,2009 

The following article appeared in today's CFC electronic newsletter. It concerns emergency lines of 
credit that CFC is making available to co-ops for storm restoration. 

Feel free to contact Rod Crile at CFC if you're a CFC member and you need fast cash. 

312 1 /2009 
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CFC Solutions NewsBulletin 
February 6,2009 

Deadly Ice Storms Ravage Electric Co-ops; CFC Provides Credit 

Last week, severe ice and snow storms downed electric lines and poles in Arkansas and Kentucky, 
cutting off power to nearly 400,000 cooperative members in the two states. Missouri was also hard hit 
with 64,000 cooperative members without power at the height of the storm. Electric cooperatives in 20 
states have sent more than 3,700 linemen to the region to help restore power in the hardest-hit areas. 
The winter storms, which also affected parts of Texas, Virginia, Oklahoma, Indiana, Ohio and West 
Virginia, have been blamed for at least 47 deaths, including at least 14 in Arkansas and 11 in Kentucky, 
and caused power outages for more than 1.3 million households. 
The office of the governor of Kentucky, which deployed all available Army National Guardsmen, said 
the state was in the grip of the biggest natural disaster in the state’s history. Ninety of 120 counties in the 
state have declared a state of emergency. 
Arkansas cooperative systems estimate more than 27,000 electric poles are down. Kentucky systems had 
four 500-lcv lines knocked down due to the weight of ice on the lines. 

understands that cooperatives need fast access to credit when confronted with natural disasters and 
has established an emergency line-of-credit (ELOC) program to enable members to get h n d s  when 
needed. CFC already has approved seven ELOCs-totaling more than $55 million-for members 
affected by the ice storms and expects to receive additional requests over the conling days. Processing a 
CFC ELOC can be done very quickly, so members do not need to be worried about having access to 
funds when they are needed most. 
Members that do not have an ELOC but want to be prepared for a future emergency should contact their 
CFC AVP or RVP for an ELOC resolution. CFC can hold the resolution without putting a facility in 
place until requested by the member. 

I 

Photo Courtesey of Farmers RECC in ilasgow, KY. 

Dennis I;. Cannon 
Vice President, Member and Public Relations 
Kentucky Association of Electric Cooperatives, Inc. 
P.O. Box 32170 

312 1 I2009 
KITJC 1- 

210 of 356 



Page 3 of 3 

Louisville, ICY 40232 

502-45 1-2430 -- Voice 

dcannon@ltaec.org -- e-mail 
www.kaec.org -- website 

502-459-3209 -- FAX 

+***********************41**4*****$~:*****1:**d:***********************:a*~:* 
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Mark Hite 

From: 
Sent: 

Subject: 
ro: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, January 08,2009 3:lO P M  
James Jablonski; Mark Hite 
Fw: Big Rivers Electric Corporation - 1 year extension of the existing $1 5mm CFC Letter of 
Cred it Agreement 

Attachments : Document.pdf; Document.pdf 

Document.pdf DocumenLpdf 
(5 MB) (842 KB) 

James , 
Can please review the comments from Orrick? I am available tomorrow morning to discuss 

In talking to Mark, he needs our feedback by tomorrow. 

Thanks , 

Nazir 

I---- Original Message ----- 
From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 01/08/2009 12:25 PM CST 
To: Nazir Rostom 
Subject: Big Rivers Electric Corporation - 1 year extension of the existing $15mm CFC 
Letter of Credit Agreement 

Nazir, it took a while, but Big Rivers' counsel has just provided the following comments 
regarding the extension of the existing $15m Letter of Credit Facility. I understand Bob 
Michel of Orrick has placed a call to James Jahlonski to discuss. 

Big Rivers' 1/20/09 board meeting has been deferred until 1/30/09, and board approval will 
be sought at that time. Big Rivers' counsel has determined giving its opinion 
necessitates Big Rivers' making a PSC filing requesting they promptly confirm no 
jurisdiction over the agreement and no need f o r  their approval. 

Please let me have your comments on our comments per the attachments hereto ASAP. Please 
call me should you wish to discuss. 

Comments welcome. 

Thanks, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

lobile 
Fax 270-827-2558 

27 0- 57 7- 68 15 
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The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed or copied. It may contain material of confidential 
and/or private nature. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information by persons or entities other than 
the intended recipient is not allowed. If you receive this message and the information 
contained therein by error, please contact the sender and delete the material from 
your/any storage medium. 

2 
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LETTER OF CREDIT APPLICATION AND AGREEMENT 
(Master Facility) 

Name and Address of Appficant: 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by licant from time to time as provided hereunder. 

Date of this Application and Agreement: -- “.I- 

A, Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
cable lefters of credit for its own account in favor of the 
by Applicant from time to time as provided hereunder under 

(“CFC”) to issue one or more 
beneficiary or beneficiaries requ 
the terms and conditions stated herern. 

B. In consideration of the 
Applicant hereby agrees with CF 
and binding agreement between Ap 

Definitions: For purpos 
following meanings (such 

y CFC of a Letter of C 
constitute a Val 

Applicant and CFC beari 
Agreement”). 

“DSC Ratio” shall mean the ratio determined as follows: for any calend year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiarie 
sum of (2) all principal payments 
expense (all as calculated on a co 
GAAP consistently applied or the 
jurisdiction over the company) minus 

CFC LTUAPP 
KY062-L-9002 (JABLONJ) 
129546-1 

KITJC 1-8 
214 of 356 



d to herein as a "Le Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the "Letter of 
Credit Amount"). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be avaitable for issuance of a tional Letters of Credit during the 
term of this Agreement. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement- 

shall be referred to herein as the 

nor shall CFC the Available Amount is 
ounts of all issued and 

CFC LTFWPP 
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4. Letter of Credit Expiration Date; Termination of Agreement: 

"1_ e " / e r  r S  
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds c! Li'c'i' ' 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a "Draw"), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenficity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw reqyest will be honored after CFC's close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

I * "  " 

J r r ,  

8. Documents. CFC's obligation to issue a Letter of Credit is conditioned upon CFC's receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) certified copies of all such 

rate documents and 

9, Irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in aL etter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 
CFC LTRAPP 
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11. No Liability. CFC shall have no liability for, and the Applicant's repayment and other 
obligations hereunder shall not be a'ffected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuine of drafts, required statements or documents, even if 
such drafts, statements or documents d in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes beyond CFC's control. 

12. Fees. 

A. Annual Facility Fee. On the Effective Date set forth below, and at each anniversary 
ct, there shall be due 

icant shall pay the Facility 
to. The initial Facility Fee 
ercentage point) of the 
e Facility Fee shall be 

e with CFC's credit policies and 
ressed in the same manner, in 

practices in effect as of each 
applicable Anniversary Date. Any increase in the Facility Fee shall be effective only as of an 
Anniversary Date. The Facility Fee shall be prorated for any year in which this Agreement is not 
in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

B. Issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
nonrefundable fee ("Issuance Fee"). 'The Issuance Fee shall be in an amount determined in 
accordance with CFC's credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the Issuance Fee shall be due and 
payable annually and shall be in an amount determined in accordance with CFC's credit policies 
and practices in effect as of each anniversary of the date of issuance. Applicant shall pay the 
Issuance Fee to CFC pro of an invoice from CFC relating thereto. The 
Issuance Fee shall be prorat which the Letter of Credit is not outstanding for 
the entire year. 

FC a nonrefunda 

In addition to the above fees, Borrower shall pay, as and when due, such additional fees as may 
be charged from time to time by CFC for issuing amendments to or transferring any Letter of 
Credit issued hereunder, and any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or financial institution. 

CFC LTRAPP 
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13. Repayment 

A. CFC s request that it receives under a 
ance under the Line of Credit 
pay a Draw referred to in clause 

C of this Paragraph 13. 

B. 
shall pay, in lawful money of the United States, without setoff, dedu 
counterclaim, to the order of NATIONAL RURAL UTILITIES COO 
CORPORATION, at its office in Herndon, Virginia or such other offices as CFC may designate, 
the principal s u m  of the aggregate unpaid principal amount of such Draw (the “Draw Amount”), 
and interest as hereinafter provided on all amounts remaining unpaid hereunder from the date 
of such Draw in like money at said office (the “Interest Amount”). 7 he Interest Amount shall be 
due and payable in accordance FC’s regular billing cycles as may be in effect from time to 
time. CFC shall send a paym pplicant at least five days prior to the due date of 
such Interest Amount. 

Upon receipt of notice by AppliGant from CFC that a Draw has been made, Applicant 

ehalf of Applicant. If such day is 
s for funds transfers are open for 

business, then the Advance shall be made on the next day that both CFC and the depository 
institution CFC uses for funds transfers are open for business. 

D. In the event that for any reason, a Draw is not repaid with the proceeds of an Advance 

) as described herein, 
under the Line of Credit Agreement 

Applicant shall pay such Draw and the Interest Amount no later than one year from the date of 
such Draw. 

FI 

7 I -- 
14. Interest The interest rate on all Draws will be equal to the total rate per annum as published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 

tanding. The effective 
CFC, and shall remain 

, make prepayments of the principal amount of any 

16. Defauia; Remedies. Applicant shall be  in default if (i) it faits to pay any Draw Amount or 
Interest Amount, or fails to y any other sum due hereunder, in full, when due, (ii) it fails to 
comply with clause C of aragraph 13 or if it fails to comply with Paragraphs 19 and 20 of 
this Agreement. Upon defdlt ,  Applicant agrees that (a) C’s obligation to issue Letters of Credit 
hereunder shall termina without liability to CFC, all amounts outstanding under this 
Agreement shall becom immediately due and payable II with accrued interest, (c) CFC may 
exercise rights of setoff or recoupment and apply any and all amounts held, or hereby held, by r CFC LTRAPP 
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that would otherwise be 
other remedies available 

m 

17. Required Notices. Applica 
this Agreement, Applicant shall cy or default on any of its 
debt, including but not limited 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 

ccurate financial 

ed to acceleration of all 

es that, so long as any a 

icant promptly after any such 

section are in addition to a 

counterclaim. 

including other rights of setoff or 
of setoff, deduction, recoupment or 

19. Financial Ratios; Design of Rates. The Borrower shall achieve a DSC Ratio of not less than 
1.0 and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of 1.0 for the calendar year prior to such reduction 

ect only to an order from a governmental authority properly exercising jurisdiction over the 
ower. 

shall deliver to CFC a copy of 
copy of Applicant's annual audit 

ays after the end of the month and 
after the end of the quarter. The 

2t. Late Fee; Collection Costs. If payment of any principal and/or interest due under the terms 
of this Agreement is not received at CFCs offices in Herndon, Virginia, or such other place as 
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CFC may designate, within 5 b 
in addition to all other amounts 
may then be in effect pursuant to CFC's polici 
pay the costs of collection, including reason 
Agreement. 

fter the due date 

ERNlNG LAW; SUBMISSlON JURISDICTION; WAIVER OF JURY T 

THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN AC DANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

ES, TO THE FULLEST 

ANY LEGAL PROCEERING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant at 
the address and telecopy number stated above, and to CFC at  

National Rural Utilities Cooperative Finance Corporation 

-3025 

ce as provided herein. All communications shall 
delivered or, in the case of a teiecopied or 
essed as provided for herein. 

17. Miscellaneous. No modificat provision of this Agreement, and no consent 
to any departure by Applicant the e unless the s a m e  shall be in 
writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covered and the transacfions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be  found or held invalid or unenforceable by any 
governmental agency or caurt of competent jurisdiction, such invalidity or unenforceability shall not 
affect the remainder of such term, provision or  condition nor any other term, provision or condition, 
and this Agreement shall survive and be construed as if such invalid or unenforceable term, 
provision or condition had not been contained therein. 

CFC LTRAPP 
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 
(SEAL) 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 

_I_- 

By: 
Assistant Secretary-Treasurer 

Attest: ..___ DI_ 

Assistant Secretary-Treasurer 

Effective Date (to be filled in by CFC): - 
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EXHIBIT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 20171-3025 
Attn Nazir Rostom 

Re: I Rural Uti lities Coo ration ("CFC") 
Letter of Credit Fac 

a letter of credit 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned. 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATJON 
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EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUMBER ctLoanNumber)) 

Date: ((LetterDaten 

Amount: ctAmountText)) Dollars ($cAmountNumber>).OO) 

Letter of Credit Expiration Date: 

Beneficiary Name and Address: 

ctExpiryDate)> 

ct BeneficiaryNarnex 
ct BenefAddressLine? )) 
xBenefAddressLine2)) 

Name of Applicant: 

(t Applicant Name)) 
((AppAddressLinel )) 
ctAppAddresst.ine2~ 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Herndon, Virginia 20172-3025 Attention: ctAVPNamen 

To th6 above-named Beneficiary: 

t in your favor for the account of the above-named 
ve . 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance the terms and conditions herein against sight drafts 
presented a t  the above address,  be the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ctLoanNumber)), dated ((LetterDate))" , and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Beneficiary 
reading as follows: "The amount claimed under th i s  Letter of Credit as represented by the sight 
draft endosed  herewith is due and payable because (a) payment is due to cd3eneficiaryNamex 
from {<ApplicantNarne)) pursuant to [REASON FOR PAYMENT], (b) ctApplicantNamex has not 
made such payment, (c) ((BeneficiaryName)) has made wriien demand upon ctApplicantNamen 
for payment, and (d) payment pursuant thereto has not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 

CFC LTRAPP 
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We hereby agree with you thai sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above. Payment of any draft d r of Credit in an amount less than 
the maximum amount available hereunder us  on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

By: 
Assistant Secretary-Treasurer 
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LINE OF CREDIT RESERVE AUTHORIZATION 

in  consideration of the issuance of one or more letters of credit by NATIONAL RURAL 
behalf of BIG RIVERS 

f Credit Application and 
e herewith, by and between Borrower and C f C  
Borrower hereby authorizes CFC as follows: 

the meanings as set forth in the 
m:fdG+ma4d 5F the bfla 0 F 

behalf of Borrower. 

Borrower agrees that, so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the line of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 

d from time to time 
it Agreement, then 

outstanding Letters of Credit. 

Borrower hereby agrees that CFC shall not incur any liability to Borrower a s  a result of 
following the instructions set forth herein, or for the exercise of the rights, remedies and obligations 
hereunder with respect to the Reserve Amount, except in cases  of gross negligence or willful 
misconduct by CFC. 

'This authorization shall remain in effect and shall be irrevocable until terminated by mutual 
agreement of Borrower and CFC, or until such time as all of the Borrower's obligations under the 
Letter of Credit Agreement have been paid in full, whichever is earlier. 

The undersigned agrees to pay such fees in connection with this Line of Credit Reserve 
Authoriization as may b e  imposed by CFC pursuant to its policies of general application. 



This authorization shall not be modified by the Cooperative without CFC's written consent. 

BIG RIVERS ELECTRIC CORPORATION 

[Date] 
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LINE OF CREDIT RESERVE AUTHORIZATION 

In consideration of the issuance of one or more letters of credit by NATIONAL RURAL 
UTILITIES COOPERATIVE FINANCE CORPORATION (“CFC”) on behalf of BIG RIVERS 
ELECTRIC CORPORATION (“Borrower“), pursuant to the Letter of Credit Application and 
Agreement (Master Facility) dated as of even date herewith, by and between Borrower and CFC 
(the “Letter of Credit Agreement”), the undersigned Borrower hereby authorizes CFC as follows: 

Capitalized terms that are not defined herein shall have the meanings as set forth in the 
Letter of Credit Agreement. 

If, prior to the close of business on the day that any Draw under a Letter of Credit has 
been made, Borrower has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC 
to make an Advance (as defined in the Line of Credit Agreement, until replaced by the 
Replacement Credit Agreement, then upon such replacement, as defined in the Replacement 
Credit Agreement) under the Line of Credit Agreement (until replaced by the Replacement 
Credit Agreement, then upon such replacement, under the Replacement Credit Agreement) in 
an amount equal to the Draw Amount and to apply such Advance to pay the Draw Amount on 
behalf of Borrower. 

Borrower agrees that, so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the L.ine of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 
the line of credit provided for in the Replacement Credit Agreement) in an amount that is at all 
times at least equal to $1 5,000,000.00. The amount available at any time and from time to time 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) shall he referred to herein 
as the “Reserve Amount”. Borrower hereby agrees not to request any Advance (as defined in 
the Line of Credit Agreement iintil replaced by the Replacement Credit Agreement, then upon 
such replacement, as defined in the Replacement Credit Agreement) under the L.ine of Credit 
Agreement (until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) if the effect of any such Advance would be to reduce 
the Reserve Amount below the sum of the Letter of Credit Amounts reflected in all issued and 
outstanding Letters of Credit. 

Borrower hereby agrees that CFC shall not incur any liability to Borrower as a result of 
following the instructions set forth herein, or for the exercise of the rights, remedies and obligations 
hereunder with respect to the Reserve Amount, except in cases of gross negligence or willful 
misconduct by CFC. 

This authorization shall remain in effect and shall be irrevocable until terminated by mutual 
agreement of Borrower and CFC, or until such time as all of the Borrower‘s obligations under the 
Letter of Credit Agreement have been paid in full, whichever is earlier. 

The undersigned agrees to pay such fees in connection with this Line of Credit Reserve 
Authorization as may be imposed by CFC pursuant to its policies of general application. 

The undersigned represents and warrants to CFC that the undersigned has the appropriate 
authority on behalf of the Cooperative to execute this authorization and to instruct CFC with respect 
to the Cooperative’s line of credit as set forth herein. 
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This authorization shall not be modified by the Cooperative without CFC's written consent. 

BIG RIVERS ELECTRIC CORPOWTION 

[Signature] 

[Title] 

[Date] 
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CERTIFIED COPY OF MINUTES 

1 ,  , do hereby certify that (i) I am the Secretary of 
BIG RIVERS ELECTRIC CORPORATION (hereinafter called the "Cooperative"); (ii) the 
following are true and correct copies of resolutions duly adopted by the board of 
directors of the Cooperative at a meeting held on ; (iii) the 
meeting was duly and regularly called and held in accordance with the articles and 
bylaws of the Cooperative; (iv) the Cooperative is duly incorporated, validly existing and 
in good standing under the laws of the state of its incorporation and there is no pending 
or contemplated proceeding for the merger, consolidation, sale of assets or business or 
dissolution of the Cooperative; (v) forms of the CFC loan documents were submitted to 
the meeting and were authorized by the board of directors to be executed; (vi) none of 
the following resolutions has been rescinded or modified as of this date; and (vii) the 
persons authorized below have been duly elected or appointed to their respective 
positions and occupied such positions on the date of actual execution of the CFC loan 
documents: 

RESOLVED, that the Cooperative is hereby authorized: to obtain a master letter of credit 
facility with National Rural Utilities Cooperative Finance Corporation (CFC), in accordance with 
the terms and conditions of a Letter of Credit Application and Agreement substantially in the 
form submitted to this meeting (the "Letter of Credit Agreement"); to request CFC to issue 
letters of credit thereunder to such Beneficiaries as management shall determine from time to 
time, up to an aggregate principal amount not to exceed Fifteen Million Dollars 
($15,000,000.00); and to maintain such facility outstanding for a term expiring on February 28, 
201 0. 

RESOLVED, that each of the following Officers be and hereby is authorized to enter into, 
execute and deliver, in the name and on behalf of the Cooperative, the Letter of Credit 
Agreement; to modify the terms of said Agreement (except as to the amount and term 
authorized herein); and to execute and to deliver such further documents and to do all other 
things as may be necessary or appropriate in order to comply with CFC requirements and to 
give effect to the purposes and intent of the foregoing resolutions: 

"- 

Name (printed or typed) 

__ t 
IN WITNESS WHEREOF, I have hereunto set my hand and affixed the seal of the 

Cooperative, this - day of I --_ 

(CORPORATE SEAL) 
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LETTER OF CREDIT APPLICATION AND AGREEMENT 
(Master Facility) 

Name and Address of Applicant: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attn: President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined as requested by Applicant from time to time a s  provided hereunder. 

Date of this Application and Agreement: ____ 

A. Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
(“CFC”) to issue one or more irrevocable letters of credit for its own account in favor of the 
beneficiary or beneficiaries requested by Applicant from time to time a s  provided hereunder under 
the terms and conditions stated herein. 

B. In consideration of the issuance by CFC of a Letter of Credit (as hereinafter defined), 
Applicant hereby agrees with CFC to the following terms and conditions which constitute a valid 
and binding agreement between Applicant and CFC. 

Definitions: For purposes of this Agreement, t h e  following capitalized terms shall have the 
following meanings (such definitions to be equally applicable to the singular and the plural form 
thereof). All terms not otherwise defined herein shall have the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, 2003, by and between 
Applicant and CFC bearing CFC loan designation KY062-R-5101 (as amended, the “Line of Credit 
Agreement”). 

“DDSC Ratio” shall mean the ratio determined a s  follows: for any calendar year add: (1) net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
sum of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all a s  calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

“TIER” shall mean t h e  ratio determined a s  follows: for any calendar year add: (1) net income 
(after taxes and after eliminating any gain or loss on sale of assets or other extraordinary gain or 
loss), plus interest expense; and divide the sum so obtained by the s u m  of (2) interest expenses 
(all as calculated on a consolidated basis for the applicable period in accordance with GAAP 
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consistently applied or the appropriate standards of the regulatory agency having jurisdiction 
over the company) minus capitalized interest not paid from operating cash flow. 

1. Letter of Credit Facility: The maximum aggregate amount of letters of credit which may be 
issued hereunder is Fifteen Million Dollars ($1 5,000,000.0O) (“Letter of Credit Facility”). Within this 
amount and subject to the iimitation set forth in Section 3, Applicant may request, and National 
Rural Utilities Cooperative Finance Corporation (“CFC”) shall issue, letters of credit to such 
beneficiary or beneficiaries as may be requested b y  Applicant from time to time under the terms 
and conditions of this Letter of Credit Application and Agreement (the “Agreement”). 

Each such request shall be in writing and substantially in the form of Exhibit A hereto. Each such 
letter is referred to herein as a “Letter of Credit”. Each Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available far draw thereunder (the “Letter of 
Credit Amount”). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be available for issuance of additional Letters of Credit during the 
term of this Agreement. 

2. Amendment to Existing Letter of Credit Facility. On and after the Effective Date no 
additional letters of credit shall be issued under the terms of that certain First Amended and 
Restated Letter of Credit Application and Agreement (Master Facility) bearing CFC loan 
designation, KY062-L-9001, dated July 14, 2003 with an effective date of July 15, 2003, as 
amended (the “Prior Facility”). Letters of credit issued under the Prior Facility shall remain 
outstanding and subject to the terms, conditions and provisions of the Prior Facility until their 
expiration or until they are otherwise terminated, at which time the Prior Facility shall be deemed 
canceled, with no further action required of either CFC or Borrower to effect such termination. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement or 
the line of credit agreement which is to replace the Line of Credit Agreement upon the 
termination of Borrower’s lease, power purchase agreement and other arrangements with 
subsidiaries of E.ON U.S. LLC (formerly LG&E Energy LLC) (such replacement agreement, is 
referred to herein as the “Replacement Credit Agreement), shall be referred to herein as the 
“Available Amount“. 

Applicant agrees that it shall not request the issuance of, nor shall CFC be obligated to issue, a 
Letter of Credit hereunder unless the Available Amount is equal to or greater than the sum of (i)  
the total Letter of Credit Amounts of all issued and outstanding Letters of Credit, plus (ii) the Letter 
of Credit Amount requested, provided, however, that so long the Prior Facility has not been 
cancelled pursuant to Section 2 hereof, Applicant agrees that it shall not request the issuance of, 
nor shall CFC be obligated to issue, a L-etter of Credit hereunder unless the Available Amount is 
equal to or greater than the sum of (i) the total Letter of Credit Amounts of all issued and 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit issued and then 
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outstanding under the Prior Facility, plus (iii) the aggregate amount of unpaid Draws (as defined in 
the Prior Facility) under any letter of credit issued under the Prior Facility and plus (iv) the Letter of 
Credit Amount requested 

Applicant hereby agrees not to request any Advance (as defined in the Line of Credit Agreement 
until replaced by the Replacement Credit Agreement, then upon such replacement, as defined 
in the Replacement Credit Agreement) under the Line of Credit Agreement (until replaced by the 
Replacement Credit Agreement, then upon such replacement, under the Replacement Credit 
Agreement) if the effect of any such Advance would be to reduce the Available Amount below the 
sum of the Letter of Credit Amounts reflected in all issued and outstanding Letters of Credit plus 
the sum of the letter of credit amounts reflected in all issued and outstanding letters of credit 
issued under the Prior Facility. 

4. Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, but in no event 
shall such date be later than February 28, 2010. Provided that no default hereunder by the 
Applicant has occurred and is continuing, CFC's obligation to issue any Letter of Credit under this 
Agreement shall remain in effect until the date that is February 27, 201 0. 

5. Effective Date: The Effective Date of this Agreement is set forth on the signature page hereof. 

6. CFC Letter of Credit Designation: The first Letter of Credit issued hereunder shall bear CFC 
designation KY062-L-9002-001. Each subsequent Letter of Credit issued hereunder shall be 
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a "Draw"), provided that: (a) on the date 
of each stich request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw request will be honored after CFC's close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFC's obligation to issue a Letter of Credit is conditioned upon CFC's receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) certified copies of all such 
corporate documents and proceedings of the Applicant as CFC may require authorizing the 
transactions hereby contemplated; (c) true and correct copies of all certificates, authorizations and 
consents of any regulatory authority necessary for the execution, delivery or performance by the 
Applicant of this Agreement; (d) an executed line of credit reservation authorization executed in 
favor of CFC; and (e) an opinion of counsel for the Applicant addressing such legal matters as 
CFC shall reasonably require. 

9. Irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in a Letter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 
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10. Legal Representatives. Applicant agrees that CFC shall have no liability to the Applicant or 
to any other person for honoring drafts presented in accordance with the terms hereof and 
contained in a Letter of Credit which may be presented by the administrator, trustee in bankruptcy, 
debtor-in-possession, assignee for the benefit of creditors, liquidator, receiver or other legal 
representative of the Beneficiary. 

11. No Liability. CFC shall have no liability for, and the Applicant‘s repayment and other 
obligations hereunder shall not be affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
such drafts, statements or documents should in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes beyond CFC‘s control. 

12. Fees. 

A. Annual Facility Fee. On the Effective Date set forth below, and at each anniversary 
date thereof (“Anniversary Date”) for so long as this Agreement is in effect, there shall be due 
and payable to CFC a nonrefundable facility fee (“Facility Fee”). Applicant shall pay the Facility 
Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The initial Facility Fee 
shall be expressed in a number of basis paints (hundredths of a percentage point) of the 
aggregate amount of the Letter of Credit Facility. The amaunt of the Facility Fee shall be 
determined as of the Effective Date set forth below in accordance with CFC’s credit policies and 
practices as of said date. Subsequent Facility Fees shall be expressed in the same manner, in 
amounts determined in accordance with CFC’s credit policies and practices in effect as of each 
applicable Anniversary Date. Any increase in the Facility Fee shall be effective only as of an 
Anniversary Date. The Facility Fee shall be prorated for any year in which this Agreement is not 
in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

B. issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC a 
nonrefundable fee (“Issuance Fee”). The Issuance Fee shall be in an amount determined in 
accordance with CFC’s credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the Issuance Fee shall be due and 
payable annually and shall be in an amount determined in accordance with CFC’s credit policies 
and practices in effect as of each anniversary of the date of issuance. Applicant shall pay the 
Issuance Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The 
Issuance Fee shall be prorated for any year in which the Letter of Credit is not outstanding for 
the entire year. 

In addition to the above fees, Borrower shall pay, as and when due, such additional fees as may 
be charged from time to time by CFC for issuing amendments to or transferring any Letter of 
Credit issued hereunder, and any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or financial institution. 
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13. Repayment. 

A. CFC shall notify Applicant promptly of each (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement that is made to pay a Draw referred to in clause 
C of this Paragraph 13. 

B. Upon receipt of notice by Applicant from CFC that a Draw has been made, Applicant 
shall pay, in lawful money of the United States, without setoff, deduction, recoupment or 
counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, at its office in Herndon, Virginia or such other offices as CFC may designate, 
the principal sum of the aggregate unpaid principal amount of such Draw (the “Draw Amount”), 
and interest as hereinafter provided on all amounts remaining unpaid hereunder from the date 
of such Draw in like money at said office (the “Interest Amount”). The Interest Amount shall be 
due and payable in accordance with CFC’s regular billing cycles as may be in effect from time to 
time. CFC shall send a payment notice to Applicant at least five days prior to the due date of 
such Interest Amount. 

C. If, prior to the close of business on the day that any Draw has been made, Applicant has 
not paid the Draw Amount to CFC, Applicant hereby authorizes CFC to make an Advance under 
the L.ine of Credit Agreement (until replaced by the Replacement Credit Agreement, then upon 
such replacement, under the Replacement Credit Agreement) in an amount equal to the Draw 
Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such day is 
not a day that both CFC and the depository institution CFC uses for funds transfers are open for 
business, then the Advance shall be made on the next day that both CFC and the depository 
institution CFC uses for funds transfers are open for business. 

D. In the event that for any reason, a Draw is not repaid with the proceeds of an Advance 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) as described herein, 
Applicant shall pay such Draw and the Interest Amount no later than one year from the date of 
such Draw. 

14. Interest. ‘The interest rate on all Draws will be equal to the total rate per annum as published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 
basis of a 365 day year for the actual number of days that any Draw is outstanding. The effective 
date of an interest rate adjustment will be determined from time to time by CFC, and shall remain 
in effect until any subsequent change in the interest rate occurs. 

15. Prepayment. Applicant may, at any time, make prepayments of the principal amount of any 
Draw, together with any interest accrued thereon. 

16. Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
Interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it fails to 
comply with clause C of this Paragraph 13 or if it fails to comply with Paragraphs 19 and 20 of 
this Agreement. Upon default, Applicant agrees that (a) CFC’s obligation to issue Letters of Credit 
hereunder shall terminate without liability to CFC, (b) all amounts outstanding under this 
Agreement shall become immediately due and payable in full with accrued interest, (c) CFC may 
exercise rights of setoff or recoupment and apply any and all amounts held, or hereby held, by 
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CFC or owed to the Borrower or for the credit o r  account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would otherwise be 
returned to Borrower; and (d) CFC may, in addition thereto, exercise any other remedies available 
to it under applicable law. Applicant hereby expressly waives demand, presentment for payment, 
notice of dishonor, protest, notice of protest, and notice of non-payment, and all other notices that 
m 

17. Required Notices. Applicant agrees that, so long as any amount due is outstanding under 
this Agreement, Applicant shall promptly notify CFC (a) of any delinquency or default on any of its 
debt, including but not limited to money borrowed, debt evidenced by securities issued, or any 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 
its sole and absolute discretion, that such delinquency or default, or such inaccurate financial 
information materially increases CFC's risk of repayment hereunder, CFC may exercise all 
remedies available to it under applicable law, including but not limited to acceleration of all 
amounts due hereunder. 

18. Right of Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and from time to time, without prior notice to the Applicant, to exercise 
rights of setoff or recoupment and apply any and all amounts held, or hereafter held, by CFC or 
owed to the Applicant or for the credit or account of the Applicant against any and all of the 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any such 
setoff or recoupment and the application thereof, provided that the failure to give such notice shall 
not affect the validity of such setoff, recoupment or application. The rights of CFC under this 
section are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. Applicant waives all rights of setoff, deduction, recoupment or 
counterclaim. 

19. Financial Ratios; Design of Rates. The Borrower shall achieve a DSC Ratio of not less than 
1.0 and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction 
subject only to an order from a governmental authority properly exercising jurisdiction over the 
Borrower. 

20. Financial Information. Applicant will cause to be prepared and furnished to CFC a full and 
complete report of its financial condition and operations as of the end of the Applicant's fiscal 
year in form and substance satisfactory to CFC, audited by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year. Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 
Applicant's monthly and quarterly financial statements, and a copy of Applicant's annual audit 
report. Monthly statements shall be furnished within thirty (30) days after the end of the month and 
quarterly statements shall be furnished within thirty (30) days after the end of the quarter. The 
foregoing requirements shall survive the making of Draws hereunder and the expiration of a Letter 
of Credit until all sums due under this Agreement have been paid in full. 

21. Late Fee; Collection Costs. If payment of any principal and/or interest due under the terms 
of this Agreement is not received at CFC's offices in Herndon, Virginia, or such other place as 
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CFC may designate, within 5 business days after the due date thereof, Applicant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies o f  general application. Applicant further agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

22. GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF JURY TRIAL. 

THE PERFORMANCE AND CONSTRUCTION OF THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

APPLICANT HEREBY SUBMITS TO THE NONEXCLUSIVE JURISDICTION OF THE UNITED 
STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO LOCATED FOR 
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. APPLICANT 
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant at 
the address and telecopy number stated above, and to CFC at: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. All communications shall 
be deemed to have been duly given when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as pravided for herein. 

17. Miscellaneous. No modification or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be in 
writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
the matters covered and the transactions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be found or held invalid or unenforceable by any 
governmental agency or court of competent jurisdiction, such invalidity or unenforceability shall not 
affect the remainder of such term, provision or condition nor any other term, provision or condition, 
and this Agreement shall survive and be construed as if such invalid or unenforceable term, 
provision or condition had not been contained therein. 
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IN WITNESS WHEREOF, t h e  parties hereto have caused this Agreement to be duly 
executed as of the  day  and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 

By: 

Attest: 
Secretary 

NAT'IONAL RURAL UTILITIES 
COOPERAT'IVE FINANCE CORPORATION 

(SEAL) 

By: 
Assistant Secretary-Treasurer 

Attest:- 
Assistant Secretary-Treasurer 

Effective Date (to be filled in by CFC): 
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EXHIBIT A 
FORM OF LETTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 20171-3025 
Attn: Nazir Rostom 

Re: National Rural Utilities Cooperative Finance Corporation (“CFC”) 
Master Letter of Credit Facility No. KYO62-L-9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a letter of credit 
under the above-referenced master facility with the following terms: 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 

Title: -- .- 

Date: 

CFC LTRAPP 
KY062-L-9002 (JABLONJ) 
129546-1 

KIIJC 1-8 
238 of 356 



EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUMBER ctLoanNumber)) 

Date: ctLetterDate)) 

Amount: ((AmountText)) Dollars ($((AmountNurnber)).OO) 

Letter of Credit Expiration Date: ctExpiryDate>> 

Beneficiary Name and Address: 

c( BeneficiaryNamen 
((BenefAddressLineln 
ctBenefAddressLine2)> 

Name of Applicant: 

((ApplicantName)) 
((AppAddressLinel )) 
((AppAddressLine2~ 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Herndon, Virginia 20171-3025 Attention: ctAVPName)) 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance with the terms and conditions herein against sight drafts 
presented at the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ((LoanNumber)), dated ((L.etterDate))" , and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Beneficiary 
reading as follows: "The amount claimed under this Letter of Credit as represented by the sight 
draft enclosed herewith is due and payable because (a) payment is due to crBeneficiaryName)) 
from ((ApplicantName)) pursuant to [REASON FOR PAYMENT], (b) ((ApplicantNarnen has not 
made such payment, (c) ((BeneficiaryName)) has made written demand upon ((ApplicantName)) 
for payment, and (d) payment pursuant thereto has not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 
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We hereby agree with you that sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above. Payment of any draft drawn under this Letter of Credit in an amount less than 
the maximum amount available hereunder shall be recorded by us on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (1 993 Version), International Chamber of Commerce Publication No. 500 
("UCP"). As to matters not governed by the UCP, this Letter of Credit is governed by the laws af the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL RURAL- UTILITIES 
COOPERATIVE FINANCE CORPORATION 

BY: -. -- 
Assistant Secretary-Treasurer 
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CFC Instructions 

Borrower: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation: KY062-L-9002 

Enclosed for the above-referenced loan are the following documents: 

I. 

It. 

Ill. 

CFC Letter of Credit Application and Agreement - 1 counterpart 

Certificate of resolutions and incumbency 

Form of opinion of counsel 

Before any action is taken to execute the documents, it should be determined that ail necessary 
regulatory commission approvals have been obtained. CFC will require an original or true copy of the 
order of the commission. 

A. Letter of Credit Application and Aqreement: 

Please execute the letter of credit application and agreement. A copy will be returned to you upon 
execution by CFC 

B. Certificate of Board Resolutions and Incumbencv: 

Board resolutions should be adopted following the form supplied. Note that the names and titles of 
all officials authorized to execute the loan documents on behalf of the Borrower must be set 
forth on the incumbency portion of the certificate. Borrower should consult with counsel to 
determine if its bylaws andlor the laws of its state of  incorporation require the loan 
documents to be sealed and attested. If so, the name and title of the officials authorized to 
attest the execution of the documents must be set forth in the incumbency portion of the 
certificate. 

C. Opinion of Counsel: 

Counsel should prepare one original opinion of counsel, on counsel's letterhead, in the form supplied 

DOCUMENTS TO BE RETURNED TO CFC: 

0 Certified or true copy of Commission approval (if applicable) 

CFC letter of credit application and agreement 

0 The original certificate of resolutions and incumbency 

0 An original opinion of counsel 

IF YOU HAVE QUESTIONS REGARDING THESE INSTRUCTIONS, DOCUMENTS OR OPINION, 
PLEASE TELEPHONE JAMES JABLONSKI (CORPORATE COUNSEL) AT (800) 424-2954 OR 
(703) 709-6700. 
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PLEASE RETURN ALL DOCUMENTS TO: 

NRUCFC 
ATTN: LEGAL ADMINISTRATIVE ASSISTANT 
2201 COOPERATIVE WAY 
HERNDON, VA 20171 

~ 
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[COUNSEL SHOULD PREPARE THIS FORM OF OPINION ON ITS LETTERHEAD] 
___- 

Date: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Attn.: General Counsel 

1 

Re: BIG RIVERS ELECTRIC CORPORATION 
Loan Designation KY062-L-9002 

Dear Sir: 

I am counsel for BIG RIVERS ELECTRIC CORPORATION, organized under the laws of the 
State of Kentucky ("Borrower"), and render this opinion to you in connection with the 
$15,000,000.00 letter of credit facility provided for in the Letter of Credit Application and 
Agreement ("Letter of Credit Agreement"), dated as of I 

between the Borrower and National Rural Utilities Cooperative Finance Corporation ('ICFC''), 

I have examined such corporate records and proceedings of the Borrower, and such other 
documents as I have deemed necessary as a basis for the opinions hereinafter expressed. 

I have also examined the following documents as executed and delivered: (1) the Letter of 
Credit Agreement and (2) and (ii) the Line of Credit Reserve Authorization dated 
(together, the "Loan Documents"). 

Based upon the foregoing, I am of the opinion that: 

(i) the Borrower is a duly organized, validly existing corporation and in good 
standing under the laws of the jurisdiction of its organization, and the Borrower has full 
corporate power (a) to execute and deliver the Loan Documents; and (b) to perform all acts 
required to be done by it under the Loan Documents; 

[x,, SELECT ONE OF THE FORMS OF PARAGRAPH (ii) ***I 

*** (ii) all authorizations from regulatory bodies required in connection with the 
execution, delivery and performance of the Loan Documents, including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable, 
have been obtained and copies thereof are attached hereto; 

*** (ii) no authorization from any regulatory body is required in connection with the 
execution, delivery and performance of the Loan Documents including, without limitation, the 
Federal Energy Regulatory Commission and/or the state public utility commission, if applicable; 

Sincerely, 
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L E n E R  OF CREDIT APPLICATION AND AGREEMENT 
- (Master Facility) 

Name and Address of Applicant: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attn: President and Chief Executive Officer 

Fax Number: 270-827-2558 

Name and Address of Beneficiary: 

To be determined a s  requested by Applicant from time to time as  provided hereunder. 

Date of this Application and Agreement: 

A. Applicant hereby requests National Rural Utilities Cooperative Finance Corporation 
(“CFC”) to issue one or more irrevocable letters of credit for its own account in favor of the 
beneficiary or beneficiaries requested by Applicant. from time to time as provided hereunder under 
the terms and conditions stated herein. 

B. In consideration of the issuance by CFC of a Letter of Credit (as hereinafter defined), 
Applicant hereby agrees with CFC to the following terms and conditions which constitute a valid 
and binding agreement between Applicant and CFC. 

Definitions: For purposes of this Agreement, the following capitalized terms shall have the 
following meanings (such definitions to be equally applicable to the singular and the  plural form 
thereof). All terms not otherwise defined herein shall have the meaning ascribed to them in the 
First Amended and Restated Revolving Credit Agreement, dated July 14, 2003, by and between 
Applicant and CFC bearing CFC loan designation KY062-R-5101 (as amended, the “Line of 
Credit Agreement”). 

“DSC Ratio” shall mean the ratio determined as follows: for any calendar year add: ( I )  net 
income (after taxes and after eliminating any gain or loss on sale of assets or other 
extraordinary gain or loss), plus depreciation expense, amortization expense, and interest 
expense, minus capitalized interest not paid from operating cash flow, non-cash patronage and 
non-cash income from subsidiaries and/or joint ventures; and divide the sum so obtained by the 
s u m  of (2) all principal payments due within the period on all Long Term Debt plus interest 
expense (all a s  calculated on a consolidated basis for the applicable period in accordance with 
GAAP consistently applied or the appropriate standards of the regulatory agency having 
jurisdiction over t h e  company) minus capitalized interest not paid from operating cash flow. 

“TIER” shall mean t h e  ratio determined a s  follows: for any calendar year add: (1) net income 
(after taxes and after eliminating any gain or loss on sale of assets or other extraordinary gain 
or loss), plus interest expense; and divide the sum so obtained by the s u m  of  (2) interest 
expenses (all a s  calculated on a consolidated basis for the applicable period in accordance with 
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GAAP consistently applied or the appropriate standards of the regulatory agency having 
~ jurisdiction over the company) minus capitalized interest not paid from operating cash flow. 

1. Letter of Credit Facility: The maximum aggregate amount of letters of credit which may be 
issued hereunder is Fifteen Million Dollars ($1 5,000,000.00) (“Letter of Credit Facility”). Within 
this amount and subject to the limitation set forth in Section 3, Applicant may request, and 
National Rural Utilities Cooperative Finance Corporation (“CFC”) shall issue, letters of credit to 
such beneficiary or beneficiaries as may be requested by Applicant from time to time under the 
terms and conditions of this Letter of Credit Application and Agreement (the “Agreement”). 

Each such request shall be in writing and substantially in the form of Exhibit A hereto. Each such 
letter is referred to herein as a “Letter of Credit”. Each Letter of Credit shall be substantially in the 
form of Exhibit B hereto and shall reflect the amount available for draw thereunder (the “Letter of 
Credit Amount”). 

The Letter of Credit Amount reflected on any expired Letter of Credit shall be added back into the 
Letter of Credit Facility and be available for issuance of additional Letters of Credit during the term 
of this Agreement. The amount of any Draw that has been repaid shall also be added back into 
the Letter of Credit Facility and be available for issuance of additional Letters of Credit during the 
term of this Agreement. 

2. Amendment to Existing Letter of Credit Facility. On and after the Effective Date no 
additional letters of credit shall be issued under the terms of that certain First Amended and 
Restated Letter of Credit Application and Agreement (Master Facility) bearing CFC loan 
designation, KY062-L-9001, dated July 14, 2003 with an effective date of July 15, 2003, as 
amended (the “Prior Facility”). Letters of credit issued under the Prior Facility shall remain 
outstanding and subject to the terms, conditions and provisions of the Prior Facility until their 
expiration or until they are otherwise terminated, at which time the Prior Facility shall be 
deemed canceled, with no further action required of either CFC or Borrower to effect such 
termination. 

For purposes of the Prior Facility, the execution of this Agreement shall be deemed a writing 
executed by the parties hereto that is required to amend the Prior Facility. 

3. Limitation on Letter of Credit Issuances. 

The amount at any time available for Borrower to Advance under the Line of Credit Agreement or 
the line of credit agreement which is to replace the Line of Credit Agreement upon the 
termination of Borrower’s lease, power purchase agreement and other arrangements with 
subsidiaries of E.ON U.S. LLC (formerly LG&E Energy LLC) (such replacement agreement, is 
referred to herein as the “Replacement Credit Agreement), shall be referred to herein as the 
“Available Amount”. 

Applicant agrees that it shall not request the issuance of, nor shall CFC be obligated to issue, a 
Letter of Credit hereunder unless the Available Amount is equal to or greater than the sum of (i) 
the total Letter of Credit Amounts of all issued and outstanding Letters of Credit, plus (ii) the Letter 
of Credit Amount requested, provided, however, that so long the Prior Facility has not been 
cancelled pursuant to Section 2 hereof, Applicant agrees that it shall not request the issuance of, 
nor shall CFC be obligated to issue, a Letter of Credit hereunder unless the Available Amount is 

CFC LTRAPP 
KYO62-L-9002 (JABLONJ) 
129546- 1 ISnJC 1-8 

245 of 356 



equal to or greater than the sum of (i) the total Letter of Credit Amounts of all issued and 
outstanding Letters of Credit, plus (ii) the aggregate amount of letters of credit issued and then 
outstanding under the Prior Facility, plus (iii) the aggregate amount of unpaid Draws (as defined in 
the Prior Facility) under any letter of credit issued under the Prior Facility and plus (iv) the Letter of 
Credit Amount requested 

_ I _ _ ~  

Applicant hereby agrees not to request any Advance (as defined in the Line of Credit Agreement 
until replaced by the Replacement Credit Agreement, then upon such replacement, as defined 
in the Replacement Credit Agreement) under the Line of Credit Agreement (until replaced by 
the Replacement Credit Agreement, then upon such replacement, under the Replacement 
Credit Agreement) if the effect of any such Advance would be to reduce the Available Amount 
below the sum of the Letter of Credit Amounts reflected in all issued and outstanding Letters of 
Credit plus the sum of the letter of credit amounts reflected in all issued and outstanding letters of 
credit issued under the Prior Facility. 

4. Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, but in no event 
shall such date be later than February 28, 2010. Provided that no default hereunder by the 
Applicant has occurred and is continuing, CFC's obligation to issue any Letter of Credit under this 
Agreement shall remain in effect until the date that is February 27, 201 0. 

5. Effective Date: The Effective Date of this Agreement is set forth on the signature page 
hereof. 

6. CFC Letter of Credit Designation: The first Letter of Credit issued hereunder shall bear CFC 
designation KYO62-L-9002-001 I Each subsequent Letter of Credit issued hereunder shall be 
numbered consecutively thereafter. 

7. Draws. On any day that CFC is open for business, CFC hereby agrees to advance funds 
under a Letter of Credit to the Beneficiary in such amounts as the Beneficiary may from time to 
time request (each such advance is referred to herein as a "Draw"), provided that: (a) on the date 
of each such request, the outstanding unpaid balance of all Draws shall not exceed the amount of 
the Letter of Credit Facility stated above; (b) each Draw request is accompanied by the 
documentation specified in a Letter of Credit, the authenticity, form and substance of which shall 
be satisfactory to CFC; and (c) no Draw request will be honored after CFC's close of business on 
the Letter of Credit Expiration Date set forth in the respective Letter of Credit. 

8. Documents. CFC's obligation to issue a Letter of Credit is conditioned upon CFC's receipt of 
the following documents, in form and substance satisfactory to CFC: (a) an executed copy of this 
Agreement and any collateral security documents required herein; (b) certified copies of all such 
corporate documents and proceedings of the Applicant as CFC may require authorizing the 
transactions hereby contemplated; (c) true and correct copies of all certificates, authorizations and 
consents of any regulatory authority necessary for the execution, delivery or performance by the 
Applicant of this Agreement; (d) an executed line of credit reservation authorization executed in 
favor of CFC; and (e) an opinion of counsel for the Applicant addressing such legal matters as 
CFC shall reasonably require. 
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9. Irrevocable Instruction. Applicant hereby irrevocably instructs CFC to honor drafts 
presented in accordance with the terms hereof and contained in a Letter of Credit. It is expressly 
agreed that CFC may honor such drafts without requiring any documentation or information other 
than expressly stated in a Letter of Credit, and without regard to any contrary instructions 
Applicant may hereafter give to CFC. 

__-- 

10. Legal Representatives. Applicant agrees that CFC shall have no liability to the Applicant or 
to any other person for honoring drafts presented in accordance with the terms hereof and 
contained in a Letter of Credit which may be presented by the administrator, trustee in bankruptcy, 
debtor-in-possession, assignee for the benefit of creditors, liquidator, receiver or other legal 
representative of the Beneficiary. 

11. No Liability. CFC shall have no liability for, and the Applicant‘s repayment and other 
obligations hereunder shall not be affected by (a) the use which may be made of the funds drawn 
under a Letter of Credit or for the acts or omissions of the Beneficiary or any other person, (b) the 
validity, accuracy, sufficiency or genuineness of drafts, required statements or documents, even if 
such drafts, statements or documents should in fact prove to be in any or all respects invalid, 
inaccurate, insufficient, fraudulent or forged, (c) errors, omissions, interruptions or delays in 
transmission or delivery of any message by mail, telephone, facsimile or otherwise, or (d) any 
consequences arising from causes beyond CFC’s control. 

12. Fees. 

A. Annual Facility Fee. On the Effective Date set forth below, and at each anniversary 
date thereof (“Anniversary Date”) for so long as this Agreement is in effect, there shall be due 
and payable to CFC a nonrefundable facility fee (“Facility Fee”). Applicant shall pay the Facility 
Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The initial Facility Fee 
shall be expressed in a number of basis points (hundredths of a percentage point) of the 
aggregate amount of the Letter of Credit Facility. The amount of the Facility Fee shall be 
determined as of the Effective Date set forth below in accordance with CFC’s credit policies and 
practices as of said date. Subsequent Facility Fees shall be expressed in the same manner, in 
amounts determined in accordance with CFC’s credit policies and practices in effect as of each 
applicable Anniversary Date. Any increase in the Facility Fee shall be effective only as of an 
Anniversary Date. The Facility Fee shall be prorated for any year in which this Agreement is 
not in effect for the entire year. It is a precondition to the issuance of any Letter of Credit that 
Applicant is current in its payment of the Facility Fee. 

6. Issuance Fee. For each Letter of Credit issued hereunder, Applicant shall pay to CFC 
a nonrefundable fee (“Issuance Fee”). The Issuance Fee shall be in an amount determined in 
accordance with CFC’s credit policies and practices as of the date of issuance. In the event the 
Letter of Credit is outstanding for more than one year, then the Issuance Fee shall be due and 
payable annually and shall be in an amount determined in accordance with CFC’s credit policies 
and practices in effect as of each anniversary of the date of issuance. Applicant shall pay the 
Issuance Fee to CFC promptly upon receipt of an invoice from CFC relating thereto. The 
Issuance Fee shall be prorated for any year in which the Letter of Credit is not outstanding for 
the entire year. 

In addition to the above fees, Borrower shall pay, as and when due, such additional fees as 
may be charged from time to time by CFC for issuing amendments to or transferring any Letter 
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of Credit issued hereunder, and any fees that may be imposed by a confirming bank or other 
financial institution in the event that a Letter of Credit issued hereunder is confirmed by such 
other bank or financial institution. 

13. Repayment. 

A. CFC shall notify Applicant promptly of each (i) Draw request that it receives under a 
Letter of Credit, (ii) Draw that is made, and (ii) each Advance under the Line of Credit 
Agreement or Replacement Credit Agreement that is made to pay a Draw referred to in clause 
C of this Paragraph 13. 

8. Upon receipt of notice by Applicant from CFC that a Draw has been made, Applicant 
shall pay, in lawful money of the United States, without setoff, deduction, recoupment or 
counterclaim, to the order of NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION, at its office in Herndon, Virginia or such other offices as CFC may designate, 
the principal sum of the aggregate unpaid principal amount of such Draw (the “Draw Amount”), 
and interest as hereinafter provided on all amounts remaining unpaid hereunder from the date 
of such Draw in like money at said office (the “Interest Amount”). The Interest Amount shall be 
due and payable in accordance with CFC’s regular billing cycles as may be in effect from time 
to time. CFC shall send a payment notice to Applicant at least five days prior to the due date of 
such Interest Amount. 

C. If, prior to the close of business on the day that any Draw has been made, Applicant has 
not paid the Draw Amount to CFC, Applicant hereby authorizes CFC to make an Advance 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) in an amount equal to the 
Draw Amount to apply such Advance to pay the Draw Amount on behalf of Applicant. If such 
day is not a day that both CFC and the depository institution CFC uses for funds transfers are 
open for business, then the Advance shall be made on the next day that both CFC and the 
depository institution CFC uses for funds transfers are open for business. 

D. In the event that for any reason, a Draw is not repaid with the proceeds of an Advance 
under the Line of Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, under the Replacement Credit Agreement) as described herein, 
Applicant shall pay such Draw and the Interest Amount no later than one year from the date of 
such Draw. 

14. interest. The interest rate on all Draws will be equal to the total rate per annum as published 
by CFC as its line of credit rate and in effect from time to time. Interest will be computed on the 
basis of a 365 day year for the actual number of days that any Draw is outstanding. The effective 
date of an interest rate adjustment will be determined from time to time by CFC, and shall remain 
in effect until any subsequent change in the interest rate occurs. 

15. Prepayment. Applicant may, at any time, make prepayments of the principal amount of any 
Draw, together with any interest accrued thereon. 

16. Default; Remedies. Applicant shall be in default if (i) it fails to pay any Draw Amount or 
Interest Amount, or fails to pay any other sum due hereunder, in full, when due, (ii) it fails to 
comply with clause C of this Paragraph 13 or if it fails to comply with Paragraphs I 9  and 20 of 
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this Agreement. Upon default, Applicant agrees that (a) CFC's obligation to issue Letters of 
Credit hereunder shall terminate without liability to CFC, (b) all amounts outstanding under this 
Agreement shall become immediately due and payable in full with accrued interest, (c) CFC may 
exercise rights of setoff or recoupment and apply any and all amounts held, or hereby held, by 
CFC or owed to the Borrower or for the credit o r  account of the Borrower, including, but not 
limited to, patronage capital allocations and retirements, money due to Borrower from equity 
certificates purchased from CFC, and any membership or other fees that would otherwise be 
returned to Borrower; and (d) CFC may, in addition thereto, exercise any other remedies 
available to it under applicable law. Applicant hereby expressly waives demand, presentment for 
payment, notice of dishonor, protest, notice of protest, and notice of non-payment, and all other 
notices that m 

-- 

17. Required Notices. Applicant agrees that, so long as any amount due is outstanding under 
this Agreement, Applicant shall promptly notify CFC (a) of any delinquency or default on any of its 
debt, including but not limited to money borrowed, debt evidenced by securities issued, or any 
indebtedness directly or indirectly guaranteed by Applicant, or (b) if there is a material adverse 
change in Applicant's financial condition. Applicant further agrees that if CFC shall determine, in 
its sole and absolute discretion, that such delinquency or default, or such inaccurate financial 
information materially increases CFC's risk of repayment hereunder, CFC may exercise all 
remedies available to it. under applicable law, including but not limited to acceleration of all 
amounts due hereunder. 

18. Right of Setoff. If Applicant fails to pay any amount hereunder when due, then CFC is hereby 
authorized at any time and from time to time, without prior notice to the Applicant, to exercise 
rights of setoff or recoupment and apply any and all amounts held, or hereafter held, by CFC or 
owed to the Applicant or for the credit or account of the Applicant against any and all of the 
obligations of the Applicant hereunder. CFC agrees to notify the Applicant promptly after any 
such setoff or recoupment and the application thereof, provided that the failure to give such notice 
shall not affect the validity of such setoff, recoupment or application. The rights of CFC under this 
section are in addition to any other rights and remedies (including other rights of setoff or 
recoupment) which CFC may have. Applicant waives all rights of setoff, deduction, recoupment or 
counterclaim. 

19. Financial Ratios; Design of Rates. The Borrower shall achieve a DSC Ratio of not less than 
1.0 and a TIER of note less than 1.05. The Borrower shall not decrease its rates for electric 
service if it has failed to achieve a DSC Ratio of 1 .O for the calendar year prior to such reduction 
subject only to an order from a governmental authority properly exercising jurisdiction over the 
Borrower. 

20. Financial information. Applicant will cause to be prepared and furnished to CFC a full and 
complete report of its financial condition and operations as of the end of the Applicant's fiscal 
year in form and substance satisfactory to CFC, audited by independent certified public 
accountants nationally recognized or otherwise satisfactory to CFC and accompanied by a 
report of such audit in form and substance satisfactory to CFC. Such report shall be furnished 
within 120 days of the end of such fiscal year. Applicant also agrees that, so long as any amount 
due to CFC is outstanding under this Agreement, Applicant shall deliver to CFC a copy of 
Applicant's monthly and quarterly financial statements, and a copy of Applicant's annual audit 
report. Monthly statements shall be furnished within thirty (30) days after the end of the month 
and quarterly statements shall be furnished within thirty (30) days after the end of the quarter. 
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The foregoing requirements shall survive the making of Draws hereunder and the expiration of a 
Letter of Credit until all sums due under this Agreement have been paid in full. 

21. Late Fee; Collection Costs. If payment of any principal and/or interest due under the terms 
of this Agreement is not received at CFC's offices in Herndon, Virginia, or such other place as 
CFC may designate, within 5 business days after the  due date thereof, Applicant will pay to CFC, 
in addition to all other amounts due under the terms of this Agreement, a late payment charge as 
may then be in effect pursuant to CFC's policies of general application. Applicant further agrees to 
pay the costs of collection, including reasonable attorneys' fees, of any amount due under this 
Agreement. 

~ 

22. GOVERNING LAW; SUBMISSION TO JURISDICTION; WAIVER OF JURY TRIAL. 

THE PERFORMANCE AND CONSTRUCTION O F  THIS AGREEMENT SHALL BE GOVERNED 
BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE COMMONWEALTH OF 
VIRGINIA. 

APPLICANT HEREBY SUBMITS TO THE NONEXCLUSIVE JURISDICTION OF THE UNITED 
STATES COURTS LOCATED IN VIRGINIA AND OF ANY STATE COURT SO LOCATED FOR 
PURPOSES OF ALL LEGAL PROCEEDINGS ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. APPLICANT 
IRREVOCABLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, 
ANY OBJECTION THAT IT MAY NOW OR HEREAFTER HAVE TO THE ESTABLISHING OF 
THE VENUE OF ANY SUCH PROCEEDING BROUGHT IN SUCH A COURT AND ANY CLAIM 
THAT ANY SUCH PROCEEDING HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. 

EACH OF THE APPLICANT AND CFC HEREBY IRREVOCABLY WAIVES, TO THE FULLEST 
EXTENT PERMITTED BY APPLICABLE LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN 
ANY LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE 
TRANSACTIONS CONTEMPLATED HEREBY. 

23. Notices: All notices, requests and other communications provided for herein including, without 
limitation, any modifications of, or waivers, requests or consents under, this Agreement shall be 
given or made in writing (including, without limitation, by telecopy) and delivered to the Applicant 
at the address and telecopy number stated above, and to CFC at: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 
Fax: (703) 709-6776 

Either party my designate another address by notice as provided herein. All communications shall 
be deemed to have been duly given when personally delivered or, in the case of a telecopied or 
mailed notice, upon receipt, in each case given or addressed as provided for herein. 

17. Miscellaneous. No modification or waiver of any provision of this Agreement, and no consent 
to any departure by Applicant therefrom, shall in any event be effective unless the same shall be 
in writing by the party granting such modification, waiver or consent. This Agreement and any 
schedules or exhibits together contain the entire agreement of the parties hereto with respect to 
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the matters covered and the transactions contemplated hereby. If any term, provision or condition 
of this Agreement shall for any reason be found or held invalid or unenforceable by any 
governmental agency or court of competent jurisdiction, such invalidity or unenforceability shall 
not affect the remainder of such term, provision or condition nor any other term, provision or 
condition, and this Agreement shall survive and be construed as if such invalid or unenforceable 
term, provision or condition had not been contained therein. 

~ 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly 
executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATION 
(SEAL) 

By: 

Title: 

Attest: 
Secretary 

NATIONAL RURAL UTILITIES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 

By: 
Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 

Effective Date (to be fi l led in by CFC): 
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EXHIBIT A 
FORM OF LElTER OF CREDIT REQUEST 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, VA 20171-3025 
Attn: Nazir Rostom 

Re: National Rural Utilities Cooperative Finance Corporation (“CFC”) 
Master Letter of Credit Facility No. KY062-L-9002 

BIG RIVERS ELECTRIC CORPRORATION hereby requests CFC to issue a letter of credit 
under the above-referenced master facility with the following terms: 

Letter of Credit Amount: 

Beneficiary Name and Address: 

Letter of Credit Effective Date: 

Expiry Date: 

Conditions of Draw: 

Please issue the letter of credit directly to the beneficiary, with a copy to the undersigned. 

Very truly yours, 
BIG RIVERS ELECTRIC CORPRORATION 

By: 

Name: 

Title: 

Date: 

CFC LTRAPP 
KY062-L-9002 (JABLONJ) 
129546-1 KIUC 1-8 

252 of 356 



EXHIBIT B 
FORM OF LETTER OF CREDIT 

IRREVOCABLE LETTER OF CREDIT NUMBER ((LoanNumber)) 

Date 1 ((Letter Date )) 

Amount: ((AmountText)) Dollars ($cAmountNurnber>).OO) 

Letter of Credit Expiration Date: ((Expiry Date>> 

Beneficiary Name and Address: 

ct BeneficiaryName)) 
((BenefAddressLinel )) 
~BenefAddressLine2)) 

Name of Applicant: 

((ApplicantName)) 
((AppAddressLineI )) 
ctAppAddressLine2)) 

issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Herndon, Virginia 20171-3025 Attention : ((AVPN ame )) 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named 
Applicant up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be 
made available to you in accordance with the terms and conditions herein against sight drafts 
presented at the above address, bearing the clause "Drawn under National Rural Utilities 
Cooperative Finance Corporation Letter of Credit No. ct LoanNum ber)), dated ((LetterDate))" , and 
accompanied by the following documents: 

1. A notarized certificate sworn to and executed by an authorized officer of the Beneficiary 
reading as follows: "The amount claimed under this Letter of Credit as represented by the sight 
draft enclosed herewith is due and payable because (a) payment is due to ~BeneficiaryName~ 
from ((ApplicantName)) pursuant to [REASON FOR PAYMENT], (b) ((ApplicantName)) has not 
made such payment, (c) ((BeneficiaryName)) has made written demand upon ((AppiicantName)) 
for payment, and (d) payment pursuant thereto has not been received within five days of the 
receipt of said demand." 

2. This original Letter of Credit. 
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We hereby agree with you that sight drafts drawn under this Letter of Credit will be honored in 
accordance with the terms and conditions stated herein provided the sight draft and required 
documents are presented to us at the above address on or before the Letter of Credit Expiration 
Date stated above. Payment of any draft drawn under this Letter of Credit in an amount less than 
the maximum amount available hereunder shall be recorded by us on the reverse side hereof and 
this Letter of Credit shall then be returned to you. 

- _ _ ~  

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for 
Documentary Credits (1 993 Version), International Chamber of Commerce Publication No. 500 
("UCPI')" As to matters not governed by the UCP, this Letter of Credit is governed by the laws of the 
Commonwealth of Virginia. This Letter of Credit is not transferable. 

NATIONAL R U W L  UTILITIES 
COOPERATIVE FINANCE CORPORATION 

By: 
Assistant Secretary-Treasurer 
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Mark Hi te  

From: 
Sent: 
To: 

~ 3u bject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Tuesday, December 23, 2008 6:20 PM 
Mark Hite; James Jablonski 
Fw: draft Big Rivers 

Attachments: letter of credit - master application. DOC 

letter of credit 
- master appl.., 

Attached  i s  a d r a f t .  I am w a i t i n g  t h e  f i n a l  v e r s i o n  from James. He i s  back next  week. 

Happy h o l i d a y s .  

Nazi r  

----- O r i g i n a l  Message I----- 
From: James J a b l o n s k i  
S e n t :  1 2 / 1 7 / 2 0 0 8  10:05 AM EST 
To: Nazi r  Rostom 
S u b j e c t :  d r a f t  Big R ive r s  

t a k e  a look and l e t  m e  know what you t h i n k .  

LJ J3 

I 
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Mark Hite 

From: 
Sent: 
To: 

-- Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Monday, December 29,2008 10:44 AM 
Mark Hite; Philomena Donaldson 
Fw: KY062-L-9002 documents 

Attachments: KY062-L-9002 SECINS.pdf; KYO62-L-9002 1NCUMB.pdf; KYO62-L-9002 LTRAPP.pdf; 
instructions.DOC; opinion - regulatory.DOC 

KY062-L-9002 KY062-L-9002 KY062-L-9002 instructions. D opinion - 
:INS.pdf (20 KIUMB.pdf (24 MAPP.pdf (70 K OC (49 KB) latory.DOC (2E 

Attached below are the documents 

Best, 

Nazir 

----- Original Message -I--- 
From: James Jablonski 
Sent: 12/29/2008 ll:26 AM EST 
To: Nazir Rostom 
Cc: Krishna Murthy; Philomena Donaldson 
Subject: KY062-L-9002 documents 

We are pleased to inform you that National Rural Utilities Cooperative Finance Corporation 
(CFC) has approved a new credit facility for your company. The CFC documents for the 
facility are enclosed for execution. 

As a condition of CFC's credit commitment, all of the attached documents must be 
executed by your cooperative and received by CFC within 90 days of the date of this 
correspondence. CFC's credit commitment is dependent upon the execution of the CFC 
documents by your cooperative and their receipt 
and acceptance by CFC. CFC will notify you after its receipt of the 
documents regarding the status of this facility. 

Please note that the attached documents have been transmitted only to your cooperative. 
If you would like us to send a copy to your attorney or if you have any other questions, 
please contact me or the legal department contact listed in the enclosed instructions. 

Please review the enclosed instructions for information on the number of copies of each 
document to be printed, executed and returned to CFC. 

Any changes made to the documents to be executed by your Cooperative (i.e., the Loan 
Agreement, Note, Security Agreement, etc.) without the prior written consent of CFC shall 
invalidate all documents. 

We at CFC appreciate the opportunity to do business with you and look forward to serving 
your financial needs in the future. 

Please mail your executed documents to: Legal Administsative Assistant 
NRUCFC 
2201 Cooperative Way 
Herndon, Virginia 20171 

(See attached file: KY062-L-9002 SECINS.pdf)(See attached file: 
KY062-L-9002 1NCUMB.pdf) (See attached file: KY062-L-9002 LTRAPP.pdf) 
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Mark Hite 

From: 
Sent: 
To: 

~ Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, January 08,2009 3110 PM 
James Jablonski; Mark Hite 
Fw: Big Rivers Electric Corporation - 1 year extension of the existing $15mm CFC Letter of 
Credit Agreement 

Attachments: Document.pdf; Document. pdf 

Document.pdf Document.pdf 
(842 KB) 

James, 
(5 MB) 

Can please review the comments from Orrick? I am available tomorrow morning to discuss. 

In talking to Mark, he needs our feedback by tomorrow. 

Thanks, 

Nazir 

I---- Original Message ----- 
From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 01/08/2009 12:25 PM CST 
To: Nazir Rostom 
Subject: Big Rivers Electric Corporation - 1 year extension of the existing $15m CFC 
Letter of Credit Agreement 

Nazir, it took a while, but Big Rivers’ counsel has just provided the following comments 
regarding the extension of the existing $15m Letter of Credit Facility. 
Michel of Orrick has placed a call to James Jablonski to discuss. 

Big Rivers’ 1/20/09 board meeting has been deferred until 1/30/Q9, and board approval will 
be sought at that time. Big Rivers’ counsel has determined giving its opinion 
necessitates Big Rivers’ making a PSC filing requesting they promptly confirm no 
jurisdiction over the agreement and no need for their approval. 

Please let me have your comments on our comments per the attachments hereto ASAP. Please 
call me should you wish to discuss. 

I understand Bob 

Comments welcome. 

Thanks, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

.%bile 
Fax 270-827-2558 

2 7 0-57 7 - 68 15 
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The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed or copied. It may contain material of confidential 
and/or  private nature. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information by persons or entities other than 
the intended recipient is not allowed. If you receive this message and the information 
contained therein by error, please contact the sender and delete the material from 

--pur/any storage medium. 
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Mark Hite 

From: 
Sent: 
To: 

--cc: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, December 11,2008 2:OO PM 
James Jablonski 
Mark Hite; Michael Duganich 
Fw: DSC and TIER calculation 

James , 

Please see the calculation definition of DSC and TIER. As we discussed, the borrower 
shall maintain a minimum DSC of 1.0 and TIER o f  1.05 during and in each calendar year, 
calculated using two best out of the three calendar years then most recently ended. 

Thanks , 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

----- Forwarded by Nazir Rostom/CFC on 12/11/2008 02:54 PM 

Michael 
Duganich/CFC 

12/11/2008 02:52 
PM 

DSC : 

Nazir Rostom/CFC@CFC 
To 

cc 

Subject 
DSC and TIER calculation (Document 
link: Nazir Rostom) 

shall mean the ratio of (1) net income (after taxes and after 
eliminating any gain or l o s s  on sale of assets or other extraordinary 
gain or loss), plus depreciation expense, amortization expense, and 
interest expense, minus capitalized interest not paid from operating 
cash flow, non-cash patronage and non-cash income from subsidiaries 
and/or joint ventures; to (2) all principal payments due within the 
period on all Long Term Debt plus interest expense (all as calculated on 
a consolidated basis for the applicable period in accordance with GAAP 
consistently applied or the appropriate standards of the regulatory 
agency having jurisdiction over the company) minus capitalized interest 
not paid from operating cash flow. 

TIER: 

1 
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shall mean the ratio of (1) net income (after taxes and after 
eliminating any gain or loss on sale of assets or other extraordinary 
gain or l o s s ) ,  plus interest expense; to (2) interest expenses (all as 
calculated on a consolidated basis for the applicable period in 
accordance with GAAP consistently applied or the appropriate standards 
of the regulatory agency having jurisdiction over the company) minus 
capitalized interest not paid from operating cash flow. 

_____ _____I_ 

Mike Duganich 
Credit Analyst 
p: (703) 709-6804 
f: (703) 709-6811 
www.nrucfc.coop 

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

From: 
Sent: 
To: 
subject: -~ 

Nazir Rostom ~Nazir.Rostom@nrucfc.coop] 
Thursday, December 11,2008 11 :58 AM 
Mark Hite; James Jablonski 
Re: DSC and TIER in master letter of credit renewal 

We can send you a draft within a week from today. 

_---- Original Message ----I 
From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 12/11/2008 11:41 AM CST 
TO: Nazir Rostom 
Cc: James Jablonski 
Subject: RE: DSC and TIER in master letter of credit renewal 

Hope your day is going well. Can you tell me when to expect the draft documents in 
connection with the 1 year extension of the $15 million underlying Letter of Credit 
facility? I've been asked if it might be possible to expedite the process. 

Thanks, 
Mark 

Mark A .  Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

>bile 270-577-6815 
'ax 270-827-2558 

----- Original Message------ 
From:  Nazir Rostom [mailto:Nazir . Rostom@nrucfc. coop] 
Sent: Tuesday, December 09, 2008 1:04 PM 
To: James Jablonski 
Cc: Mark Hite 
Subject: DSC and TIER in master letter of credit renewal 

James, 

1 spoke with Mark. Mark is ok with the DSC of 1.0 and TIER of 1.05. Please proceed with 
the loan documentation. 

Thanks , 

nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

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

message to such 
anyone or make any other use of copy or deliver this message to 
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Mark Hite 

From: Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Sent: 
To : James Jabionski 

Subject: 

Tuesday, December 09,2008 194 PM 

DSC and TIER in master letter of credit renewal 
-_I__ cc: Mark Hite 

James , 

I spoke with Mark. Mark is ok with the DSC of 1.0 and TIER of 1.05. Please proceed with 
the loan documentation. 

Thanks, 

nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

-~ 

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

From: 
Sent: 
To: 

-~ cc: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, November 13,2008 41 :56 AM 
Travis Siewert 
Mark Hite 
Re: Letters of Credit Outstanding 

Yes (to all your questions). Thanks, 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

Travis Siewert 
<Travis.Siewert@b 
igrivers. corn> 

11/13/2008 12:49 
PM 

To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

Mark Hite <Mark.Hite@bigrivers.com> 
Subject 

Letters of Credit Outstanding 

cc 

Nazir, 

I hope all is well. Mark Hite informed me that we will have to replace the 
$2 million MISO letter of credit when we extend our $15 million Master facility f o r  1 
year. I wanted to ask you about the Letter of Credit we issued to Kentucky Utilities LOC 
Number KY062-L-9001-010, which was issued on May 2, 2008 in the amount of $670,000.00 and 
is scheduled to expire March 1, 2009. 

1. Is the Kentucky Utilities LOC still issued and outstanding? I have not been informed 
of any cancellation. 
2. If the Kentucky Utilities LOC is still issued and outstanding, do we need to replace 
it at the same time we replace the MISO LOC? 

Thanks 

Travis Siewert, CPA, CMA 
Big Rivers Electric 
201 Third Street 
? . O .  Box 24 
ienderson, KY 42419-0024 
(270)827-2561 Ext: 2610 
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The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed or copied. It may contain material of confidential 
and/or private nature. Any review, retransmission, dissemination or other use of, or 

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

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

FIRST AMENDMENT TO FIRST AMENDED AND RESTATED LETTER OF CREDIT 
APPLICATION AND AGREEMENT (this "Amendment"), dated as of 

between BIG RIVERS ELECTRIC CORPORATION 
("Borrower"), a corporation organized and existing tinder the laws of the State of Kentucky, and 
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION ("CFC"), a 
cooperative association organized and existing under the laws of the District of Columbia. 

RECITALS 

WHEREAS, the Borrower and CFC are parties to that certain First Amended and 
Restated Letter of Credit Application and Agreement dated as of July 14, 2003, with respect to 
CFC L.oan No. KY062-L-9001 (the "Original Agreement"); 

WHEREAS, the Borrower has requested an extension in the period during which letters 
of credit can be issued under the Original Agreement and the final date upon which all such 
letters of credit must expire and CFC has agreed to such modification subject to Borrower's 
agreement to extend its current line of credit reservation to the line of credit that will replace the 
line of credit provided for in the Revolving Credit Agreement (as defined in the Original 
Agreement), upon the termination thereof (the "Replacement Line of Credit"); 

WHEREAS, the Borrower and CFC have agreed to modify the Original Agreement as 
set forth herein to reflect the terms of such agreement; 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of the premises and the mutual covenants herein contained, the parties hereto agree and bind 
themselves as follows: 

Section I. Recitals. The foregoing recitals are incorporated herein by reference, 

Section 2. 
assigned to them as set forth in the Original Agreement. 

Definitions. Capitalized terms that are not defined herein shall have the meanings 

Section 3. Amendment. 

A. 
of Agreement:" is hereby deleted in its entirety and is hereby amended to read as follows: 

The section of the Original Agreement titled "Letter of Credit Expiration Date; Termination 

"Letter of Credit Expiration Date; Termination of Agreement: 

Each Letter of Credit issued hereunder shall expire on the date indicated thereon, 
but in no event shall such date be later than March 1, 2009. Provided that no default 
hereunder by Applicant has occurred and is continuing, CFC's obligation to issue any 
Letter of Credit under this Agreement shall remain in effect until February 28, 2009." 

CFC AMEND 
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2 
Section 7(a) of the Original Agreement is hereby deleted in its entirety and is hereby B. 

amended to read as follows: ~ 

“(a) As of the date of this Agreement, Applicant and CFC have entered into 
that certain First Amended and Restated Revolving Credit Agreement, dated as of the 
date hereof (the “Revolving Credit Agreement”), pursuant to which Applicant may, 
subject to the terms and conditions thereof, borrow, repay, and reborrow an aggregate 
amount up of to $15,000,000. The amount available at any time and from time to time 
under the Revolving Credit Agreement, or the line of credit agreement which is to 
replace the Revolving Credit Agreement upon the termination of Borrower’s lease, power 
purchase agreement and other arrangements with subsidiaries of E.ON US. LLC 
(formerly LG&E Energy LLC) (such replacement agreement, is referred to herein as the 
“Replacement Credit Agreement), shall be referred to herein as the “Available Amount“.” 

C. 
amended to read as follows: 

Section 7(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) Applicant hereby agrees not to request any Advance (as defined in the 
Revolving Credit Agreement until replaced by the Replacement Credit Agreement, then 
upon such replacement, as defined in the Replacement Credit Agreement) under the 
Revolving Credit Agreement (until replaced by the Replacement Credit Agreement, then 
upon such replacement, tinder the Replacement Credit Agreement) if the effect of such 
Advance would be to reduce the Available Amount below the sum of the Letter of Credit 
Amounts reflected in all issued and outstanding Letters of Credit. 

C. 
amended to read as follows: 

Section 8(c) of the Original Agreement is hereby deleted in its entirety and is hereby 

“(c) If, prior to the close of business on the day that any Draw under a Letter 
of Credit has been made, Applicant has not paid the Draw Amount to CFC, Applicant 
hereby authorizes CFC to make an Advance under the Revolving Credit Agreement 
(until replaced by the Replacement Credit Agreement, then upon such replacement, 
under the Replacement Credit Agreement) in an amount equal to the Draw Amount to 
apply such Advance to pay the Draw Amount on behalf of Applicant.” 

Section 4. Conditions. This Amendment shall become effective upon CFC’s receipt of this 
Amendment and an amendment to the Line of Credit Reserve Authorization dated July 14, 2003 
made by Borrower in favor of CFC to extend such reservation to the Replacement Line of Credit. 

Section 5. Representations and Warranties. The Barrower represents and warrants that: 

5.1 Good Standing. The Borrower is duly organized, validly existing and in good 
standing under the laws of the jurisdiction of its incorporation or organization, is duly qualified to 
do business and is in good standing in those states in which it is required to be qualified to 
conduct its business. 

5.2 Authority. The execution, delivery and performance by the Borrower of this 
Amendment and the performance hereof have been duly authorized by all necessary corporate 
action and will not violate any provision of law or of the Articles of Incorporation or bylaws of the 
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3 
Borrower or result in a breach of, or constitute a default under, any agreement, indenture or other 
instrument to which the Borrower is a party or by which it may be bound. __________I 

5.3 Material Adverse Change. There has been no material adverse change in the 
financial condition or operations of the Borrower since the date of the Original Agreement, except 
as set forth in the most recent financial statements submitted to CFC or as otherwise disclosed in 
writing to CFC prior to the date hereof. 

5.4 REQUIRED APPROVALS. NO LICENSE, CONSENT OR APPROVAL OF ANY 
GOVERNMENTAL AGENCY OR AUTHORITY IS REQUIRED TO ENABLE THE BORROWER 
TO ENTER INTO THIS AMENDMENT, OR TO PERFORM ANY OF THE OBLIGATIONS 
PROVIDED FOR HEREIN, EXCEPT AS HAVE BEEN OBTAINED BY THE BORROWER AND 
DELIVERED TO CFC PRIOR TO THE DATE HEREOF. 

5.5 Prior Representations and Warranties. All representations and warranties made 
by the Borrower in the Original Agreement are true and correct as of the date hereof. 

Section 6. Miscellaneous. 

6.1 Modifications. No modification or waiver of any provision of this Amendment, 
and no consent to any departure by Borrower therefrom, shall in any event be effective unless the 
same shall be in writing by the party granting such modification, waiver or consent. 

6.2 Merger and Integration. This Amendment, the Original Agreement and the 
matters incorporated by reference contain the entire agreement of the parties hereto with respect 
to the matters covered and the transactions contemplated hereby. 

6.3 incorporation; inconsistency with Original Agreement. Except as specifically 
waived by CFC or otherwise amended or modified herein, the terms, conditions and provisions of 
the Original Agreement are incorporated herein by reference as if set forth in full herein and 
remain in full force and effect. In the event of any conflict or inconsistency between the terms of 
this Amendment and the Original Agreement, the terms of this Amendment shall control. 
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6 
IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly 

executed as of the day and year first above written. 

BIG RIVERS ELECTRIC CORPORATiON 

(SEAL) 
By: 

Title: 

Attest: - 

Title: 

NATIONAL RURAL UTILITES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 
BY: -- 

Assistant Secretary-Treasurer 

Attest: 
Assistant Secretary-Treasurer 

CFC AMEND 
KY062-A-9001 (JABLONJ) 
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CERTIFICATE OF RESOLUTIONS AND INCUMBENCY 
(update) 

The undersigned, on behalf of BIG RIVERS ELECTRIC CORPORATION (the 
"Company"), hereby certifies that as of the date hereof: 

(a) the attached resolutions are true, complete and correct copies of the resolutions 
of the Board of Directors of the Company duly adopted on the date specified therein; 

(b) said resolutions have not been modified, altered or rescinded, and the same are 
in fiill force and effect; and 

(c) the individual who executed the loan documents referred to in the attached 
resolutions held the position as stated therein on the actual date of execution of said loan 
documents. 

IN WITNESS WHEREOF, I have executed this Certificate on behalf of the Company, 
this - day of 2 2 0 - 2  

-- Name: 
(SEAL) 

Title: 

CFC INCUMB 
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EXCERPT FROM THE MINUTES OF REGULAR MEETING 
OF THE BOARD OF DIIUCCTORS 

OF BIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSON, KENTUCKY, ON 

DECEMBER 20,2002 

After an explanation by Messrs. Core and Hite, Director Elder moved, seconded by 
Director Sills, that the following resolution be adopted: 

WHEREAS, Big Rivers Electric Corporation (“Big Rivers”) has determined that it is in 
its best interest to seek an extension of its existing $15 million line of credit (the “Line of 
Credit”) with the National Rural Utilities Cooperative Finance Corporation (“E) and related 
$15 million master letter of credit facility (the “LC Facility”) also with CFC (collectively, 
the“CFC Transaction”); 

WHEREAS, in connection with the extensions of the Line of Credit and LC Facility, Big 
Rivers must seek the consent and approval of its lenders, inchding the United States Department 
of Agriculture Rural Utilities Service (‘‘U”); 

WHEREAS, Big Rivers has submitted an application to the RUS requesting its consent to 
and approval of the extension of the Line of Credit and the LC Facitity; 

WHEREAS, RUS has informed Big Rivers that (i) it will retain outside counsel in 
connection with the review of the application and negotiation of the necessary documents, and 
(ii) the fees and disbursements of such outside counsel must be paid by Big Rivers; 

WHEREAS, the retention of outside counsel by RUS is governed by 7 C.F.R. Part 1789 
(the “Regulations”), which provide that in order for RUS to retain outside counsel, Big Rivers 
must enter into certain agreements, including a funding agreement (the “Funding Ameernent”), 
an escrow agreement (the “Escrow Ameernent”) and an indemnification agreement (the 
“Indemnification Agreement”), forms of each of which are attached hereto as Exhibits A, B and 
C, respectively; and 

WHEREAS Big Rivers intends to obtain from the Kentucky Public Service Commission 
and any and all other persons any and all consents or approvals as are necessary, desirable or 
appropriate in connection with the CFC Transaction. 

NOW, THEREFORE, it is hereby resolved by the board of directors of Big Rivers that: 

RESOLVED, that the president or any vice president of Big Rivers (coIlectively, the 
“officers”) be, and each of them hereby is, authorized and directed to take such actions as are 
necessary, desirable or appropriate in order to effectuate the retention by RUS of outside counsel 
pursuant to the Regulations and the payment by Big Rivers of the fees and expenses of such 
counsel in connection with the review and processing of the application submitted to RUS and 
the negotiation of the necessary documents; 

RESOLVED FURTHER, that the Funding Agreement, the Escrow Agreement and the 
Indemnification Agreement are hereby approved in substantially the forms attached, subject to 
and with such changes therein as the officers may approve as necessary or desirable, such 
approval to be conclusively evidenced by the execution thereof, and each of them hereby is, 
authorized and directed to execute and deliver such agreements and to cause Big Rivers to 
perform, or cause to be performed, all of its obligations under such agreements; 
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EXCERPT FROM THE MlNUTES OF REGULAR MEETING 
OF THE BOARD OF DIRECTORS 

OF BIG RIVERS ELECTRIC COWORATION 
HELD IN HENDERSON, KENTUCKY, ON 

DECEMBER 20, 2002 

RESOLVED FURTHER, that the ofl3cers be, and each of them hereby is, authorized and 
directed to take such actions as are necessary, desirable or appropriate in order to obtain from the 
Kentucky Public Service Commission and any and all other persons any and all consents or 
approvals as are necessary, desirable or appropriate in connection with the CFC Transaction; and 

RESOLVED FURTHER, that the officers be, and each of them hereby is, authorized to 
negotiate, execute and deliver or accept such documents, to attest to and affix the seal of Big 
Rivers thereto, if necessary, and to take any and all further action as may be required on the part 
of Rig Rivers or deemed necessary or advisable by any officer to carry out, give effect to and 
consummate the transactions contemplated hereby and the purposes and intent of the foregoing 
resolutions. 

The motion was unanimously adopted. 

1, Paula Mitchell, Executive Secretary of 
the Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above 
is a true and correct excerpt from the minutes 
of the Regular Meeting of the Board of 
Directors of said Corporation held on 
1 2-20-02. 
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FIRST AMENDMENT TO LINE OF CREDIT RESERVE AUTHORIZATION 

This FIRST AMENDMENT TO LINE OF CREDIT RESERVE AUTHORIZATION (this 
"Amendment"), dated as of ~1 is by and between BIG RIVERS 
ELECTRIC CORPORATION ("Borrower"), a corporation'"Zganized and existing under the laws 
of the State of Kentucky, and NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION (ICFC")I a cooperative association organized and existing under the laws of the 
District of Columbia. 

RECITALS 

WHEREAS, in consideration of CFC's issuance of letters of credit under that certain 
First Amended and Restated Letter of Credit Application and Agreement dated as of July 14, 
2003, with respect to CFC Loan No. KYQ62-L-9001 (the "Letter of Credit Agreement"), the 
Borrower executed that certain Line of Credit Reserve Authorization dated July 14, 2003 in favor 
of CFC ("Original Reservation"); 

WHEREAS, the Borrower and CFC are entering into an amendment to the Letter of 
Credit Agreement to extend the period during which letters of credit can be issued and the final 
date upon which all such letters of credit must expire (the "Letter of Credit Amendment"); and 

Q-T--W--- WHEREAS, the Letter of Credit Amendment is subject to Borrower's agreement to 
extend the Original Reservation to the line of credit that will replace the line of credit provided for 
in the Revolving Credit Agreement, upon the termination thereof (the "Replacement Line of 
Credit"). 

NOW, THEREFORE, for and in consideration of the foregoing, and in further consideration 
of the premises and the mutual covenants herein contained, the parties hereto agree and bind 
themselves as follows: 

Secfion 1. Recitals. The foregoing recitals are incorporated herein by reference. 

Section 2. 
assigned to them as set forth in the Original Reservation. 

Definitions. Capitalized terms that are not defined herein shall have the meanings 

Section 3. 
hereby deleted in their entirety and are hereby amended to read as follows: 

Amendment. The third and fourth paragraphs of the Original Reservation are 

"If, prior to the close of business on the day that any Draw under a Letter of Credit has been 
made, Borrower has not paid the Draw Amount to CFC, Borrower hereby authorizes CFC to 
make an Advance (as defined in the Revolving Credit Agreement until replaced by the 
Replacement Credit Agreement, then upon such replacement, as defined in the Replacement 
Credit Agreement) under the Revolving Credit Agreement (until replaced by the Replacement 
Credit Agreement, then upon such replacement, under the Replacement Credit Agreement) in 
an amount equal to the Draw Amount and to apply such Advance to pay the Draw Amount on 
behalf of Borrower. 

Borrower agrees that, 'so long as any amounts are outstanding under the Letter of Credit 
Agreement, Borrower shall maintain the line of credit with CFC provided for in the Revolving 

CFC SECINS 
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Credit Agreement (until replaced by t h e  Replacement  Credit Agreement, then upon such 
replacement, the line of credit provided for in the Replacement  Credit Agreement) in a n  amount 
that is a t  all times at least  equal  to $15,000,000. T h e  amount  available a t  any  time a n d  from 
time to time under t h e  Revolving Credit Agreement  (until replaced by the  Replacement Credit 
Agreement, then upon s u c h  replacement, under t h e  Replacement Credit Agreement) shall b e  
referred to herein as  the “Reserve Amount”. Borrower hereby a g r e e s  not to  request  any 
Advance (as defined in t h e  Revolving Credit Agreement  until replaced by the Replacement 
Credit Agreement, then  upon such  replacement,  as  defined in the  Replacement Credit 
Agreement) under t h e  Revolving Credit Agreement  (until replaced by the  Replacement Credit 
Agreement, then upon s u c h  replacement, under  the  Replacement Credit Agreement) if the  
effect of any such Advance  would b e  to reduce t h e  Reserve Amount below t h e  sum of the Letter 
of Credit Amounts reflected in all issued and outstanding Letters of Credit.” 

-~ 

Section 4. Miscellaneous. 

4.1 Modifications. CFC’s signature hereon reflects the  written consent required of 
CFC for modifications of the  Original Reservation. No modification of any provision of this 
Amendment shall in a n y  event  be effective unless t h e  s a m e  shall be consented to in writing by the 
parties hereto. 

4.2 Merger and Integration. This Amendment ,  t h e  Original Reservation and  the 
matters incorporated by reference contain the  entire agreement  of the  parties hereto with respect 
to t h e  matters covered and  the  transactions contemplated hereby. 

IN WITNESS WHEREOF, the  parties hereto have caused this Amendment to be duly 
executed as of the d a y  a n d  year  first above written. 

BIG RIVERS ELECTRIC CORPORATION 

(SEAL) 
By: 

Title: _, 

Attest: - -. - 

Title: 

NATIONAL RURAL UTILITES 
COOPERATIVE FINANCE CORPORATION 

(SEAL) 
By: 

Assistant Secretary-Treasurer 

Attest: -- 
Assistant Secretary-Treasurer 

CFC SECINS 
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CFC Instructions for Amendment 

Borrower: BIG RIVERS ELECTRIC CORPORATION 
Credit Designation: KY062-L-9001 

Enclosed for the above-referenced loan are the following documents: 

I. 
11. 
I l l .  

Amendment to Letter of Credit Agreement - 2 Counterparts 
Amendment. to Line of Credit Reserve Authorization - 2 Counterparts 

Update to Certificate of Resolutions and Incumbency 

Before any action is taken to execute the documents, it should be determined that all necessary 
regulatory commission approvals have been obtained. CFC will require an original or true copy of the 
order of the commission. 

A. Amendment to Letter of Credit Agreement: 
Please execute two counterparts of the amendment to letter of credit agreement. The amendment 

must be signed by one of the persons specified in the resolutions authorizing execution (and 
amendment) of the original loan documents. One counterpart of the amendment will be returned to 
you upon execution by CFC. 

B. Amendment to Line of Credit Reserve: 
Please execute two counterparts of the amendment to line of credit reserve. The amendment must be 

signed by one of the persons specified in the resolutions authorizing execution (and amendment) of 
the original loan documents. One counterpart of the amendment will be returned to you upon 
execution by CFC. 

C. Update to Certificate of Board Resolutions and Incumbency: 

Please verify continuing validity of enclosed previously passed board resolutions following the 
form supplied. 

DOCUMENTS TO BE RETURNED TO CFC: 

0 

0 

0 

0 

Certified or true copy of Commission approval (if applicable) 

The original update to certificate of resolutions and incumbency 

Both originals of the Amendment to Letter of Credit Agreement 

Both originals of the Amendment to Line of Credit Reserve Authorization 

CFC INSTRC 
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IF YOU HAVE QUESTIONS REGARDING THESE INSTRUCTIONS OR DOCUMENTS, PLEASE 
TELEPHONE JAMES JABLONSKI (CORPORATE COUNSEL) AT (800) 424-2954 OR 
(703) 709-681 8. 

~ 

PLEASE RETURN ALL DOCUMENTS TO: 

NRUCFC 
ATTN: LEGAL ADMINISTRATIVE ASSISTANT 
2201 COOPERATIVE WAY 
HERNDON, VA 20171 

CFC INSTRC 
KY062-1.-9001 (JABLONJ) 
123 1 33-1 KITJC 1-8 

276 of 356 



Mark Hite 

From: 
Sent: 
To: 

---A: 
Subject: 
. 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, May 22, 2008 1 I :I 9 AM 
Mark Hite 
J a m e s  Jablonski 
Re: FW: KYO62-L-9001 modification documents 

Attachments: KYO62-L-9001 INCUMB.pdf; KY062-L-9001 SECINS.pdf; KY062-L-9001 AMEND.pdf; 
amendment instructions.DOC 

KY062-L-9001 KYO62-L-9001 KYO62-L-9001 amendment 
:UMB.pdf (81 KINS.pdf (28 KEND.pdf (44 KE.uctians.DOC (L 

Sorry, this was purely a number sequence 
formatting issue. We are not missing any pages. Pages 6 supposed to read as page 4. There 
is only 4 pages in this document. Please feel free to cross off the number "6" and 
handwrite ''4". We are ok with that. 

Thanks , 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 70.3.709.2054 
'fax) 703.707.5088 
azir.rostom@nrucfc.coop 

"Mark Hite" 
<mhite@bigrivers. 
corn, 

05/22/2008 11:37 
AM 

T O  
"'Nazir Rostom' I' 
<Nazir.Rostom@nrucfc.coop> 

cc 

Sub j ect 
ET?: KY062-L-9001 modification 
documents 

Please note the email below regarding missing pages. Would you please address 

Thanks, 
i r k  

d r k  A. Hite 
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Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Yobile 270-577-6815 
Fax 270-827-2558 

___ -- 

_--__ Original Message----- 
From: Vickie King [mailto:vking@bigrivers.com] 
Sent: Thursday, May 22, 2008 10:19 AM 
TO: 'Mark Hite' 
CC: 'C. William Blackburn' 
Subject: FW: KY062-L- 9001 modification documents 

Mark, 

I was printing these documents out for Bill and noticed that the third 
pages missing or is simply numbered wrong. The sequence shown in this 
2, 3 and 6 where 4 and 5 are ? ? ?  Just thought you might want to know. 

document either has 
document is Page 1, 

Thanks , 
Vickie 

----- Original Message----- 
From: Bill Blackburn [mailto:bblackburn@bigrivers.com] 
Sent: Thursday, May 22, 2008 9:41 AM 
Ta: vking@bigrivers.com 
Subject: FW: KY062-L-9001 modification documents 

Please print 

----_ Original Message------ 
%om: Mark Hite [mailto:mhite@bigrivers.com] 
ent: Tuesday, May 20, 2008 1:39 PM 
0 :  mcore@bigrivers.com; 'Mark Bailey'; 'Paula Mitchell' 

Cc: 'Bill Blackburn'; 'Travis Siewert'; 'Ralph Ashworth'; 'Nazir Rostom' 
Subject: FW: KY062-L-9001 modification documents 

Regarding our requested modifications to the $15 million CFC Master Letter of Credit 
Facility, extending it to 3/1/2009, attached hereto are the associated documents. The 4th 
file attached hereto contains the instructions for executing the modifications. Paula, 
please see that this is included on the June 20 Board agenda. Mike will then need to 
execute the agreements and return them to CFC pursuant to those instructions. 

Any questions, give me or Nazir a call. Once again, CFC has worked very hard to 
accommodate Big Rivers, and I am most appreciative. They clearly demonstrate they are a 
valued business partner. 

Paula, once executed and final, please provide me a copy for my files 

Thanks , 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson , KY 4 24 2 0 
Office 270-827-2561 

Mobile 270-577-6815 
Fax 270-827-2558 

---Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 

2 
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Sent: Tuesday, May 20, 2008 9:39 AM 
To: mhite@bigrivers. coop 
Cc: Krishna Murthy; Thomas Hall; Willow Jones 
Subject: Fw: KY062-L-9001 modification documents 

Mark, 

We approved extension and modification which you requested for the master letter of credit 
facility. The instruction for executing and returning the documents are enclosed below. 
Please do not hesitate to contact us if you have any question. We l o o k  forward to receving 
the executed documents soon. 

Thanks , 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph) 70.3.709.2054 
(fax) 70.3.707.5088 
nazir.rostom@nrucfc.coop 

I---- Forwarded by Nazir Rostom/CFC on 05/20/2008 10:.31 AM ----- 

James 
Jablons ki/CFC 

To 
05/19/2008 01:28 Nazir Rostom/CFC@CFC 
PM cc 

Willow Jones/CFC@CFC, Krishna 
Murthy/CFC@CFC 

Sub j ect 
KY062-L-9001 modification documents 

We are pleased to inform you that National Rural Utilities Cooperative Finance Corporation 
(CFC) has approved a modification to the above-referenced credit facility for your 
company. The CFC documents for the modification are enclosed for execution. 

As a condition of CFC's credit commitment, all of the attached documents must be 
executed by your cooperative and received by CFC within 90 days of the date of this 
correspondence. CFC's credit commitment is dependent upon the execution of the CFC 
documents by your cooperative and their receipt 
and acceptance by CFC. CFC will notify you after its receipt of the 
documents regarding the status of this facility. 

Please note that the attached documents have been transmitted only to your cooperative. 
If you would like us to send a copy to your attorney or if you have any other questions, 
please contact me or the legal department contact listed in the enclosed instructions. 

Please review the enclosed instructions for information on the number of copies of each 
document to be printed, executed and returned to CFC. 

Iny changes made to the documents to be executed by your Cooperative (i.e., the Loan 
Lgreement, Note, Security Agreement, etc.) without the prior written consent of CFC shall 
invalidate all documents. 

3 
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We at CFC appreciate the opportunity to do business with you and look forward to serving 
your financial needs in the future. 

Please mail your executed documents to: Legal Administrative Assistant 
NRUCFC 
2201 Cooperative Way 

~ Herndon, Virginia 20171 

(See attached file: KY062-L-9001 1NCUMB.pdf) (See attached file: 
KY062-L-9001 SECINS.pdf) (See attached file: KY062-L-9001 AMEND.pdf) (See attached file: 
KY062-L-9001 1NCUMB.pdf) (See attached file: 
KY062-L-9001 SECINS.pdf) (See attached file: KY062-L-9001 AMEND.pdf) (See attached file: 
amendment instructions.DOC) 

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

4 
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Mark Hite 

From: Krishna Murthy [Krishna.Murthy@nrucfc coop] 
Sent: Thursday, October 30, 2008 10.41 AM 
To: Mark Hite; Nazir Rostom 
cc: Thomas Hall; John List 
Subject: Re: Big Rivers 

-- 

Mark: 
I am out on travel. Friday will be better to call. 
Please note that any extension and pricing will be subject to current market conditions - and we would like to cover what is 
essential, now, for BREC in these deliberations. 

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 10/30/2008 10:28 AM EST 
To: Nazir Rostom 
Cc: IO-ishna Murthy; Thomas Hall 
Subject: RE: Big Rivers 

Good morning! Following up on my email below, while Big Rivers’ existing secured $1 5 million revolving credit 
agreement (line of credit) terminates 7/14/2013, the underlying master letter of credit agreement (letter of credit, 
KY-L-9001) and reserve authorization, R-5101, terminate 3/1/2009. As you may recall, in anticipation of the 
Unwind closing, effective 6/5/2008 the letter of credit facility was extended from 7/14/2008 to 3/1/2009. Due to 
delay of the anticipated Unwind closing date, Big Rivers believes a further extensian is warranted at this time (due 
to uncertainty of the Unwind closing date) in order to ensure its ability to prudently buy and sell power on the open 
market during 2009. 

1’11 give you a call momentarily to discuss a further extension. 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Mark Hite 
Sent: Friday, October 24, 2008 11:14 AM 
To: ‘Nazir Rostom’ 
Cc: Krishna Murthy; Thomas Hall 
Subject: Big Rivers 

Wanted you to see the attached letter regarding the Unwind status at the KPSC. While I may have recently 
mentioned to you the now targeted Unwind closing date of 2/26/2009, the Unwind closing delays are resulting in 
growing concern regarding Big Rivers’ expiring 3/1/2009 existing $15 million line of credit, and underlying letter of 
credit, with CFC. Can we work with CFC to once again extend this facility (I tentatively suggest one year). This 
matter, plus Big Rivers’ $142.1 million outstanding variable rate pollution control bonds insured by Ambac are two 
items of significant concern that I’d like to pursue resolution with CFC 
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Without the facility noted above, Big Rivers may not be able to maximize its off-system sales value. Ambac’s 
association with the PCBs has both issues trading at a very high interest rate. I question the wisdom of waiting 
until the Unwind closing (if and when it occurs) to resolve these matters. I welcome your thoughts how best to 
proceed on one or both. 

Thanks, 
Mark 

~- 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

3/21/2009 
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Mark Hite 

From: 
Sent: 
To: 

Subject: 
LL 

-b&: 

Krishna Murthy [Krishna.Murthy@nrucfc.coop] 
Friday, October 17, 2008 8:Ol AM 
Mark Hite 
John List; Sheldon Petersen; Thomas Hall; Nazir Rostom; Steven Lilly 
Re: PCBs 

Thanks for your inquiry. We understand the high interest rate environment we are in now. 
CFC advocates a fixed rate (for multi years or for term) or a 6-month T/E issue -- at an 
appropriate time, for your consideration . . .  
As for the timing, the market for 6--month T/E issues - which is CFC's overwhelming V/R 
preference - is very tight and the timing is not good right now. When it unfreezes, it 
would be a good time to go. 
The market for fixed rate appears available but shallow - it could grow slowly following 
yesterday's launch/partial success of the California issue. Rates currently range close to 
6 % + .  
The documents/structure/we prefer is the standard CFC package,/team, I outlined 
previously. Stepping into an existing set of documents is very very challenging and I 
would not want us/you to he subjected to it.. 
Give us a call and we can talk more. 

Mark Hite 
<Mark.Hite@higriv 
ers .corn> TO 

"krishna .murthy@nrucfc. coop'' 
10/16/2008 05:09 <krishna.murthy@nrucfc.coop> 
PM cc 

Sub j ect 
PCBs 

Good afternoon! Wanted to make an inquiry of you. 

Although the Unwind is now targeted for a 2/26/09 closing date, with the numerous 
leveraged lease parties now off Big Rivers' mortgage, seems RUS sould be agreeable to CFC 
taking Ambac's senior mortgage position for the 
$142.1 million PCBs? Of course, upon the Unwind closing, the PCBs would become pari-passu 
with all other secured debt under the Indenture. With the $83.3 million issue now at 18% 
(the maximum rate), and the $58.8 million now at 8%, Big Rivers really should get'er done 
ASAP rather than wait until shortly post-Unwind. I seem to recall CFC's 6 month variable 
rate mode is trading about 3% all in. But, perhaps CFC would be unwilling to refinance 
the PCBs pre-Unwind due to the balance sheet of Big Rivers. 
As you know, immediately post-Unwind Big Rivers will have very strong financial metrics. 
Any thoughts? Waiting to do the PCB refinancing is costing Big Rivers significant 
precious $ $ .  

"hanks , 
ark 

Mark A. Hite 
I 
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Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 

Nobile 270-577-6815 
Fax 270-827-2558 

I _ _ ~  

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

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

2 
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rage I O I L  

Mark Hite 

From: Krishna Murthy [Krishna.Murthy@nrucfc.coop] 

To: Mark Hite 
cc: Nazir Rostom; Thomas Hall 
Subject: Re: CFC Line of Credit 

~ Sent: Wednesday, September 24, 2008 5:26 PM 

Thanks, we are doing well. Hope you are well. 

We surely missed Mr&.Mrs Bailey at the dinner last night. Say hello to him from me. We understand he had pressing 
matters with your indenture developments. Is that ready to move forward? 

On the deal you mentione, Congratulations on resolving the matter. We will respond promptly when we get your stuff, 

We should also visit on T E  bonds when you are ready. A few things have moved but we are still ready to move. Let us chat. 

From: Mark Hite [Mark.Hite@bigrivers.com] 
Sent: 09/24/2008 0.5: 1 1 PM EST 
To: IO-ishna Murthy 
Cc: Nazir Rostom 
Subject: FW: CFC Line of Credit 

Hello Krishna! Hope you and CFC are doing great. 

Am forwarding the email below to you, plus wish to give inform you of another important matter. 

As you may recall, Big Rivers bought out Bank of America’s interest in Big Rivers’ leveraged lease an 6/30/08. 
Big Rivers is now working diligently to consummate a similar buy-out of PMCC’s interest on 9130108, which will 
effectively terminate such lease. As with the Bank of America buy-out transaction, CFC, as a party to certain 
existing Big Rivers’ agreements, will be asked to consent to an Omnibus Termination Agreement for the PMCC 
buy-out Big Rivers apologizes for this short notice, but an opportunity quickly arose, and is available for only a 
short period of time. Big Rivers wishes to inform CFC of its intent, signaling its plan to deliver the document 
seeking CFC’s expedited consent shortly. 

Please let me know if you have any questions 1’11 phone you momentarily to discuss this 

Thanks, 
Mark 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 

From: Mark Hite 
Sent: Wednesday, September 24, 2008 9:44 AM 

3/21/2009 
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To: Nazir Rostom 
Subject: CFC Line of Credit 

Good morning! Hope all is well with you. 

As you know, Big Rivers has not yet closed the “unwind” transaction. Does our agreement for the 5 year $50 
million CFC line of credit that‘s to become effective on the “unwind” closing date have a “drop dead” effective 
date. We’re hoping to close the “unwind” by years end. Our general counsel is asking me this question. 

Thanks, 
Mark 

-__I_ 

Mark A. Hite 
Vice President 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
Office 270-827-2561 
Fax 270-827-2558 
Mobile 270-577-681 5 
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Nafional Rural Utilities 
Cooperative Finance Corporation 

2201 Cooperative Woy 
Herndon, Virginia 20171 
7a3.709-670a I www.nriicfc.coop 

Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Loan #: 9001-002 - Letter of Credit (L/C) 
Original Commitment: $2,000,000.00 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 65 
basis points (651100 of I */o) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Billing Frequency: Quarterly 

Letter of Credit Amount as of: 02/28/2009 

X Fee Rate of: 

$2,000,000.00 

0.00650 

Sub Total: 

Adjustment: 

Total Amount Due: 

$3,250.00 

Payment Due Upon Receipt of invoice 
Please Remit Payment to: By Wire Transfer: 

JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 
Account ## 52-97214 ABA #021 000 021 

For questions about this invoice please call Oscar Rojas at (800) 424-2957 ext. 2008 CFC Use Only 41820. Op Incorne-Comrnilrnen( Fees 
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National Rural Utilities 
Cooperative Finance Corporation 

2201 Cooperative Way 
Herndon, Virginia 20171 
703-709-6700 1 www.nrucFc.coop 

AToudurone Energy' Goperntivc 

Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Loan #: 9001 -01 0 - Letter of Credit (LIC) 

Original Commitment: $670,000.00 

j q f  &fu Js?.l/b ' l ~ $ ? $ ~ 7 1  
I 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 65 
basis points (65/100 of 1%) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Billing Frequency: Quarterly 

Letter of Credit Amount as of: 02/28/2009 

X Fee Rate of: 

$670,000.00 

0.00650 

Sub Total: $1,088.75 

Adjustment: $0.00 

Total Amount Due: 

Payment Due Upon Receipt of Invoice 

Please Remit Payment to: By Wire Transfer: 
JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 
Account # 52-97214 ABA #021 000 021 

For quest ions about this invoice please call Oscar Rojas at (800) 424-2957 ext. 2008 CFC Use Only 41820 - Op Incorne-Cornrnilrnenl Fees 
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National Rural Utilities 
Cooperative Finance Corporation 

I 

2201 Cooperative Way 
Herndon, Virginia 20171 
703-709-6700 w nrucfc.coop 

ATwchnonc Energy. Cmpmovt &&A 

Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Loan # 9001 - Letter =f Credit (UC) 
Original Commitment: $1 5,000,000.00 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 35 
basis points (3571 00 of 1 Oh) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Billing Frequency: Quarterly 

Letter of Credit Amount as of: 02/28/2009 

X Fee Rate of: 
$15,000,000.00 

0.00350 

Sub Total: 

Adjustment: 

Total Amount Due: 

$1 3,125.00 

Payment Due Upon Receipt of Invoice 
Please Remit Payment to: By Wire Transfer: 

JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 
Account # 52-97214 ABA #021 000 021 

For questions about this invoice please call Oscar Rojas at (BOO) 424-2957 ext. 2008 CFC Use Only: 41820 - Op Income-Commilmenl Fees 
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__ 
Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaua 
201 Third Street 
Henderson, KY 42420 

Loan #: 9001df0 - Letterof Credit (Uc) 

I 1 iOrigiyl T t m e n t :  S670,000.00 
-- __ I I 

r’ 

Effective with tetter of credit amngements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 65 
basis points (65/100 of 1 %) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Bllllng Frequency: Quarterly 

$870,000.00 

XFeeRateof: 0.00650 

Sub Total: 
Adjustment: 

Total Amount Due: 

$1,088.75 

-.... Payment Due Upon Receipt of Invoice - - ~  
Please Remit Payment to: By Wire Transfer. ’ 

JP Morgan Chase, New Yo&, New York, 
Beneflclary: NRUCFC 
Account # 5287214 ABA #021000 021 5 

a 
KrUC 1-8 
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Blg Rhrew EiecMc Corporation (a062)  
Attn: Donna Wndhaus 1 
201 Thtrd street ' 

Henderson,KY 4-2420 

Effective with letter of credit arrangements to sewe in lieu of surety or 
performance bonds, CFC requires payment of an annuaJ commitment fee of 35 
basis points (351100 of 2%) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

. *? 

Billing Fnequency: Quarterly 

Letter of Credit Amount as OFr 
XFeeRateof: 

81 5,000,000.M) 

0.00350 

Sub Total: 
Ad,tustmeM: 

Tatal Amount Due: 

813,125.00 

- I__ __. Payment Due Upon Recelpt of lnvolce 
Please Remlt Payment to: By Wire Transfer: 

JP Morgan Chase, New York, New York, 
Eeneficlary: NRUCFC 
Accaunt # 52.97214 ABA #021000 021 

77 k./$t~+ m d y f *  
w BJca &las ~ - 1 3  #8 -- 

Fw qiestions about t k  invoice pleeie call Oscar Rajas at (800) 424-29!5# ex t  2oQB CFCUscOnl~4 l i !2~ .Op \ncome-cmmrJlmm\Fbss 
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-% c 

Big Rivers Electric Corporation 
Attn: Travis Siewert 
201 Third Street 
Henderson, KY 
42420 

ACCOUNT: KY062 
LOAN NO. 9001 -002 

OATE: 
INVOICE TYPE:(LWER OF CREDIT FEE 2 

Letter of Credit Amount 
Period 9-01-08 - 11-30-08 
90 Days 

Total amount due 

$ 2,000,000.00 
X 0.0065 

S; 3,250.00 

Payment Due Upon Receipt of Invoice 

By Wire Transfer: 
JP Morgan Chase, New York NY 
Account #: 52-97214 ABA #021 000 021 

Please remit payment tq: 

By Check: 
NRUCFC, Attn: Shannon Snow 
2201 Cooperative Way 
Herndon, VA 20171 

---. 
For questions about this invoice please Cali Oscar Rojas at (800)424-2954 ext. 2008 
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Statement of Service Fees Due 
____ -....- - - - -- -- _-__I__--" .___--- --_ __-______I_-- - - - --.-.-- -7 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street . 
Henderson, KY 42420 

/@ ai8 S-?//D @dStoa 
Loan t: 9001-002 -Letter of Credit (UC) 

Original Commitment: 52,000,000.00 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 65 
basis points (651100 of 1%) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Eilllng Frequency: Quarterly 

". 
Letter of Credit Amount as of: 08/31/2008 

X F@e Rate of: 

Sub Total: 

si,ooo,oao.oo 

0.00650 
- -  . _  _ .  

S I  ,625.00 

Adjustment: 

Total Amount Due: -&/ 
i//i&r 

(y/y/V&I- " 

Paympnt-Due Upon Receipt of Invoice - - " _  

Ploase Remil Payment to: By Wire Transfer: 
JP Morgan Chase. New York, Now York, 
Beneficiary: NRlJCFC 

By Check: 
NRUCFC, Attn: Shannon Gates 
2201 Cooperative Way 
Herndon, VA 20171.3025 

Account # 52-97214 ABA #021 000 021 

. .  . . .  " - - -.. -.--* - - _ _  - _ _  
For questions about !his invoice please call Javed Jalil at (800) 424.2954 ext. 2020 C f C W O L ,  r*FY. - 6 2  +%-.Csimtmenl Fees 

I 

K.IUC 1-8 
3 17 of356 

a 



Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Effective Date: 05/02/2008 

'). J L.oan #. 9001-010 - Letter of Credit (UC) 
Original Cammitment: $670,000.00 

Use of Funds: Credit Support: Kentucky Utilities Company 

Beneficiary: Kentucky Utilities Company 

-I_ 
I_____ 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds", GFG requires payment ofan annual.commitmCnt fee of.65 :' '*'I .. 7':'"' ' '. 

basis points (65/10~.,of,lo/o)~upan the face amount of each letter issued. The 
amount of payment ... f&-tjeen . _computed as follows: 

. . -  * 
..' 

. .. 
I "  

Billing Frequency: Quarterly 

Letter of Credit Amount as of: 08/31/2008 

X Fee Rate of: 

8670,000.00 

0.00650 

Sub Total: $ i , o a a x  
Adjustment: $0.00 

Total Amount Due: 

1 Payment Due Upon Receipt of Invoice --- 
Please Remit Payment ta: By Wire Transfer: 

Beneficiary: NRUCFC 
Account # 52-97214 ABA #021 000 021 
By Check: 
NRUCFC, Ann: Shannon Gates 

1 . -  . JP Morgan Chase, New 'fork, New York, 

KKJC 1-8 
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Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Effective Date: 07/14/2003 

Loan #: 9001, - Letter of Credit (UC) 
Original Commitment: $15,000,000.00 

Use of Funds: Credit Support for Power Sales Managed by ACES 

Beneficiary: To Be Determined as requested by Applicant I 

Effective with letter of credit arrangements to serve in lieu of surety or ,  
" :  .*'s:' ,. 

1 3  performance:bonds, CFC!requires:payment of an annual c.ommitment:fee:of 35: -'- I:... -.-  - . . 

amount of paymenf'gas ,, .pe.en;computed - ,  ., as follows: 
- basis points (35/100 of 1 %) upon, the, face amount of each letter issued. The ^" -_ ., 

L.; i s ' ' ; .  ;' ' ., e " .  I... 

. I  < *  . 
~ , .  I ._ . '. ' . _ .  

Billing Frequency: Quarterly. I 

Letter of Credit Amount as of: 08/31/2008 $15,000,000.00 

X Fee Rate of: 0.00350 

Sub Total: $13,125.00 

Adjustment: 

Total Amount Due: 

Payment Due Upon Receipt of Invoice -,.- --- 
Please Remit Payment to: By Wire Transfer: 

Beneficiary: NRUCFC 
Account ## 52-97214 ABA #021 000 021 
By Check: 
NRUCFC, Attn: Shannon Gates 

,, . : ~ . JP Morgan Chase, New York, New York, 

For questions about this invoice please call Javed dalil at (800) 424i2954 ext. 2020 
' 

' ' .CFC Use Ohy 4 1 8 2 0 . 0 ~  Incurne~~rnmitrnenl Fees 
. -  

d;! 
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Notional Rural Utilities 
Cooperative Finance Corporation 

~- 

2201 Cooperative Woy 
Herndon, Virginia 20 I7 1-3025 
703.709.6700 ] wuiw ntucfc coop 

Statement of Service Fees Due 
PI-- -- 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 invoice Date: 

.* 
Efleciive i3ate: j'ii14iZOi13 

Loan #: 9001 - Letter of Credit (UC) 

Use of funds: Credit Support for Power Sales Managed by ACES 

Beneficiary: To Be Determined 8s requested by Applicant 

Original Commitment: $15,000,000.00 

Effective with (etter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 35 
basis points (35/100 of 1%) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Bifiing Frequency: Quarterly 

Letter of Credit Amount as of: 05/3112008 
X Fee R a t e  of: 

Sub Total: 

Adjustment: 

Total Amount Due: 

$1 5,000,000.00 

0.00350 

$1 3,125.00 

$0.00 / ' I  

- Payment Due Upon Receipt of Invoice 
Please Remit Payment to: By Wire Transfer: 

JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 

-I Account # 52-97214 ABA #021000 021 
By Check: 
NROCFC, Attn; Shannon Gates 
2201 Cooperative Way 
Herndon, VA 20171-3025 .A- -- 

For questions about this Invoice please call Javed Jalil at (800) 424-2954 ext. 2020 CFC Use Only 41820. OQ hcMntiCon#tment F06S 

K.IUC 1-8 
320 of 356 



Statement of Service Fees Due 
U a J L  O b M L . - .  

~ 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street Invoice Number: 
Henderson, KY 42420 Invoice Date: 05/3012008 

'Effective Data: ~310112~ia5 
Loan #: 9001-002 - Letter of Credit (UC) 

Original Commitment: $1,000,000.00 

Use of Funds: Security for Transmission Expenses 

Beneficiary: Miqwest Independent Transmission System Operator, INc. 

-- 

Effective with letter of credit airangements to serve in lieu of surety or 
performance bonds,.C!% [equires payment of an annual commitment fee of 65 
basis points (65/100 of ;I YO) upon the face amount of each letter issued. The 
amount of payment h a s  been computed as "follows: . "  

Billing Frequency: Quarterly 
3 

Letter of Credit Amount as of: 05131i2008 

X Fee Rate of: 

$1,000,000.00 

0.00650 

Sub Total: 

Adjustment: 

Total Amount Due: 

$1,625.00 

--- -I.- Payment Due Upon Receipt of Invoice -- + 

198 02/0 5g9. /M Please Remit Payment to: By Wire Transfer: 
JP Morgan Chase, New York, New York, 
Benefjciary:, NRUCFC 
Account # 52-97214 'A0A #021 000 021 

'' ! .  

.. ' I  . , -1 I ... ? *  , :I ' " ' I  , . . : . ". . , j:::@y$heck:,i.:: ! ' :L : ;  ;, ", ." . 
. . ._ ,, I ...:..".. ,i.,.NRUCFC, AttryShannon Gates * . "  

2201 Cooperative Way- 
- .  

" , : . c . .  , ,, i , . , I :  . '? . 4 .  

.. "(l.l '. , 
Herndon, VA 20171-3025 ' ' 

CFC Use Only 41820 - Op lncameEommiImenl Fees For questions about this invoice please call Javed Jalil at (BOO) 424-2954 ext. 2020 

3 KKJC 1-8 
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Eig Rivers Electric Coop 
A T N :  Donna Windhaus 
201 Third St 
Henderson KY 
42420 

ACCOUNT; KY062 

Letter of Credit Amount 
Perlod - 72.3.07 - 02.15.08 
76 days 

Total amount due 

5 2.500.000,OO 

Payment Due Upon Recelpt of invoice 

By Wire Transfer: 
JP Morgan Chase, New Yorlc NY 
Account 8: 52-97214 ABA#021000 021 

Please remit payment to:.' 

By Check; 
NRUCFC, Attn: Shannon Snow 
2201 Cooperatlve Way 
Herndon, VA 20171 

For questions about thts Invoice please cell Javad JaltI at (800)424-2954 exL 2008 

3UN I3 '06 08:30 KIUC 1-8 703 709 6779 PQGE. a2 
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JUN-13-2008 89:a From:CFC FIN SUCE 
. I  ' 

Big Rivers Electric Coop 
ATTN: Donna Windhaus 
201 Third St 
Henderson W 
42420 

ACCOUNT: KYOSZ 
LOAN NO. 9001-007 

a 

Letter of Credit Amount 
Period - 12.31 .a? - 01.31 .OB 
31 days 

Total amount due 

4 

$ 4,000,000.00 
X 0.0065 

$ 2,208.22 

Payment Due Upon Receipt of Invoice 

By Wire Transfer; 
JP Morgan Chase, New Yo& NY 
Account # 52-97214 ABA #021 000 021 

I -_ 
Piease remit payment to: 

Y By Check: 
NRUCFC, Attn: Shannon Snow 
2207 Cooperative Way 
Hemdon. VA 20171 

For quesllons about thls Invoice please call Javed JallI at (800)424-2954 ert 2008 

a 
KITJC 1 4  
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Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Effective Date: 05/02iZUU8 

Loan #: 9001-010 - Letter of Credit (UC) 
Original Commitment: $670,000.00 

Use of Funds: Credit Support: Kentucky Utilities Company 

Beneficiary: Kentucky Utilities Company 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds; CFC requires payment of an annual commitment fee of 65 
basis points (65/1OO'of l%)*upon the faceamount of each letter issued. The 
amount of payment . has . I  been Gornputed as follows: 

, 

Billing Frequency: Quarterly 

I " .  " 

Letter of Credit Amount as ok 05/3112008 $670,000.00 

X Fee Rate of: 0.00650 

Sub Total: $1,088.75 

Prorated for 30 days 5-2-08 to 5-31-08: $731.75 

4 

- 
Total Amount Due: 

Payment Due Upon Receipt of Invoice .-.-- 
Please Remit Payment to: By Wlre Transfer: 

. . Beneficiary: NRUCFC " ' 

, "  NRUCFC, Attn: Shannon Gates .. .: 5 ,! 

4 

!.ff %[a &57. //Q SS;'i!H 
JP Morgan Chase, New York, New York, 

..Account # 52-97214 AOA #021000 021 '" 
I ,  I " .\ . . +  , .: , I , _  

1 . .  * '  . .'i;'1,.' I \  .. ' 
;' 

, , I , .  I,_. . , ,, I Bjr Check:, i:...;: .:.:: I : _  A ~ z - ,  :: .,!, . i . ) %  . . 

2201 Cooperative Way 
Herndon, VA 20171-3025 

I_- - 
For questions about this invoice please call Shannon Gates at (800) 424.2954 ext. 2031 CFC Use Only: 41130 - Op IncomeCornrnimnl Fees 
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b 
.u-- . 

Big Rivers Electric Corporation 
201 Thirdtreet 
Henderson, KY 42420 

ACCOUNT: 
INVOICE TYPE 
DATE: 

LETTER OF CREDIT FEE 

Effective with letter of di arrangements, CFC requires payment of an upfront fee of 
(65 basis points 65/KJO of 7 %} upon the face amount of this letter of credit. 
The amount of payment has been computed as follows: 

ORIGINAL Letter of Credit Amount 
x fee rate of 65/100% 
Totat invoice covering period 11/19107-01122/08 

1 

TOTAL AMOUNT DUE 

100,000.00 
0.0065 

$ 113.97 

Payment Due Upon Receipt of Invoice i:l.PW 
Please remit payment to: By Wtm Transfer: 

JP Morgan Chase, New York, NY 
Accoant #: 52-97214 ABA MI21 000 021 

By Check 
NRUCFC, Attn: LanChi Than 
2201 Cooperetive Way 
Hemdon, WA 20171 

For questions about this invoice please call LanChi Than at (800)424-2954 ext 2008 

4 
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3.03. S - L - D ~  
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ccCd& O f f O b / O g  
2201 Cooperotive Woy 
Herndon, Virginio 201 71-3025 
703.7094700 I www.ntucfc.coop 

A T w h w m b n c y . C i y m n \ r  I@ 

Statement of Service Fees Due 
~~ ~ - 

Big Rivers Electric Corporation (KY062) 
Attn: Donne Windhaus 
201 Third Street 
Henderson, KY 42420 

6 /qh / 6?ID 5 5 ? * / / b  & P ? S ~  
Effective Date: 03/0112005 

Loan #: 9001 -002 - Letter of Credit (UC) 
Original commitment: $1,000,000.00 

Use of Funds: Security for Transmission Expenses 

Beneficiary: Midwest independent Transmission System Operator, INc. 
I 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 65 
basis points (65/100 of 1 O/.) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Billing Frequency: Quarterly 

Letter of Credit Amount a s  of: 02/29/2008 

X Fee Rate of: 

$1,000,000.00 

0.00650 

Sub Total: 

Adjustment: 

Total Amount Due: 

~ 

$1,625.00 

Payment Due Upon Receipt of Invoke 
-1 .--_-- 

Please Remit Payment to: By Wire Transfer: 
JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 
Account # 52-97214 ABA #021 000 021 
By Check: 
NRUCFC, Attn: Shannon Gates 
2201 Cooperative Way 
Herndon, VA 20171-3025 

-- -- 
For questlons about this invoice please call Lan-Chl Than at (800) 424-2954 ext. 2008 CFC Use Only: 41020" Op Income-Comlmnt FRES 
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20 -3. 3-bJb8 
&! * 00 7 0 rr 
GAL)&< 4 0 + 8  

2201 Cooperative Way 
Herndon, Virginia 20171-3025 
703.7096700 I www nrucfc coop 

A ~i ~..ri ci.-R 

Statement of Service Fees Due 

Big Rivers Electric Corporation (KY062) 
Attn: Donna Windhaus 
201 Third Street 
Henderson, KY 42420 

Effective Date: 07/14/2003 

Loan #: 9001 - Letter of Credit (UC) 

Use of Funds: Credit Support for Power Sales Managed by ACES 

Original Carnmitment: S15,000,000.00 

Beneficiary: To Be Determined as requested by Applicant 

Effective with letter of credit arrangements to serve in lieu of surety or 
performance bonds, CFC requires payment of an annual commitment fee of 35 
basis points (35/100 of 1%) upon the face amount of each letter issued. The 
amount of payment has been computed as follows: 

Billing Frequency: Quarterly 

Letter of Credit Amount as of: 02/29/2008 

X Fee Rate of: 

Sub Total: 

Adjustment: 

Total Amount Due: 

S15,000,000.00 

0.00350 

$1 3,125.00 

$0.00 

-- Payment Due Upon Receipt of .-- Invoice u/!h&& ?/ !hp  
(6' Please Remit Payment to: By Wire Transfer: 

JP Morgan Chase, New York, New York, 
Beneficiary: NRUCFC 
Account # 52-97214 ABA #021 000 021 
By Check: 
NRUCFC, Attn: Shannon Gates 
2201 Cooperative Way 
Herndon, VA 201 71-3025 

--I -_ -. 
For questions about this invoice please call Lan-Chl Than at (800) 424-2954 ext. 2008 CFC 06e Only: 4 1820 ~ Op. Income-Comni!rnenl Fees 
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L 

LE7TER OF CREDIT INVOICE 

Big Rivers Electric Corporation 
201 Third treet 
Henderson, KY 42420 

ACCOUNT: KYO62-9001-006 
INWOICE PIPE CLTE~FREDIT Fiiji-~ 
DATE: c_ 119/20 

Effective with letter of credit arrangements, CFC requires payment of an upfront fee of 
(65 basis points 65/100 of 1%) upon the face amount of this letter of credit. 
The amount of payment ha6 been computed as follows: 

ORIGINAL Letter of Credit Amount 
x tee rate d 651100% 
Total invoice covering period 09101107-1 1115107 

7,000,000.00 
0.0065 

s 9,473.97 

TOTAL AMOUNT DUE t 

Payment Due Upon Receipt of Invoice 

Please remit payment to: By Wire Transfer: b 
JP Morgan Chase, New York, NY SGqi/P $d!?J 77 
Account #: 528721 4 A0A fwZl  000 021 

By Check: 
NRUCFC, Attn: Lan-Chi Than 
2201 Cooperative Way 
Herndon, VA 20171 

For questions about this invoice please call tanChf Than at (800)424-2954 ext 2008 

K.IuC 1-8 
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Big- ITS 
(J ELECTRIC CORPORATION 

LETTER OF CREDIT REQIEST 

February 27,2009 

Mr. Nazir K. Rostom 
National Rural IJtilities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndan, VA 20171-3025 

RE: National Rural Utilities Cooperative Finance Corporation (“CFC”) 
Master Letter of Credit Facility No. KYO62-L-9002 

Gentlemen: 

Big Rivers Electric Corporation (“‘Big Rivers”) hereby requests CFC to amend the letter of credit number 
for KY062-L-9001-002 the Midwest Independent Transmission System Operator, Inc letter of credit. 

New Letter of Credit Number: -062-L-9002-001 

Beneficiary Name and Address: Midwest Independent Transmission System Operator, Inc. 
720 City Center Drive 
Camel, IN 46032 
Attn: Rdss Baker 

Please issue the letter of credit amendment directly to the beneficiary by March 1,2009, with a c ~ p y  
to the undersigned. 

BIG RIVERS ELECTRIC CORPORATION 

C. William Blackburn 
Vice President and CFO 

ems 

KIIJC 1-8 
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201 Third Street 
P.O. Box 24 
Henderson, KY 4241 9-0024 

www.bigrivers.com 
270-827-256 1 
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, , t ‘  

LETTER OF 

201 Third Stxeet 

Hendeison, ICY 324.19-0024 
270*327.2561 
www.ligrivers.com 

p.0. R ( J X  24 

CREDIT REQUEST 

September 4,2008 

Mr.  Nazir K. Rostom 
National Rural [Jtilities Cooperative Finance Corporation 
220 1 Cooperative Way 
Herndon, VA 20171-3025 

E: Amendment of National Rural Utilities Cooperative Finance Corporation (“CFC”) 
Master Letter of Credit Facility N o .  KY062-L-9001-0002 

Gentlemen: 

Big Rivers Electric Corporation (“Big Rivers”) hereby requests CFC to amend the letter of credit issued 
under the above-referenced Master Facility with the following terms: 

L,etter of Credit Amount: $2,000,000.00 

Beneficiary Name and Address: Midwest Independent Transmission System Operator, Inc. 
70 1 City Center Drive 
Carmel, M 46032 
Attn: Manager, Credit Risk & Customer Registration 

Letter of Credit Effective Date: March 1,2008 

Letter of Credit Expiration Date: March 1,2009 

Conditions of Draw: As set forth in the above-referenced letter of credit. 

Big Rivers hereby certifies that the Available Amount (as defined in the Master Fwility) is equal to or 
greater than the sum of (i) the total Letter of Credit Amounts of all issued and outsmnding Letters of 
Credit, plus (ii) the Letter of Credit Amount requested. 

Please issue the letter of credit amendment directly to the beneficiary by September 5,2008, with a 
copy to the undersigned. 

Very truly yours, 

BIG RIVERS ELECTRIC CORPORATION 

Vice President and CFO 
I, 4 

Enclosure 
ems 

KnJC 1-8 
330 of 356 

Your Touchstone Energy” Cooperative fl& 
7. 

http://www.ligrivers.com


201 Tliircl Sti ret 
P.O. Box 24 
Henderson. KY 424 19-0024 

www;.bigrivers.com 
270.827.2561 

..“ . -. . . . i. i. 
L E m  OF CREDIT REQUEST 

. . . . . . . . . . . . I . . . . . . . . . . . . . . . ....... .‘;.:.-::: /:?/.p; .:>y 
May 1,2008 

Mr. Nazir K. R o a m  
National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdon, VA 20171-3025 

RE: National Rural Utilities Cooperative Finance Corporation (‘TFC’’) 
Master Letter of Credit Facility No. KYO62-L-9001 

Gentlemen: 

Big Rivers Electric Corporation (“Big fivers”) hereby requests CFC to issue a letter of credit under the 
above-refmnced Master Facility with the following terms: 

Letter of Credit Amount: $670,000.00 

Beneficiary Name and Address: Kentucky Utilities Company 
220 West Main St. 
Louisville, KY 40202 
Attn: John Early 

Letter of Credit Effective Date: May 2,2008 

Letter of Credit Expiration Date: March 1,2009 

Conditions of Draw: As set forth on Annex 2, attached herewith. 

Big fivers hereby certifies that the Available Amount (as defined in the Master Facility) is equal to or 
greater than the sum of (i) the total Letter of Credit Amounts of all issued and outstanding Letters of 
Credit, plus (ii) the Letter of Credit Amount requested. 

Please issue the letter of credit directly to the beneficiary by May 2,2008, with a copy to the 
undersigned. 

BIG RIVERS ELECTRIC CORPORATION 

C. William Blackburn 
Vice President and CFO 

ems KRJC 1-8 
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KYO62-I,-900 1-0 10 
May 1,2008 

This is an integral part of the National Rural Utilities Cooperative Finance Corporation 
Irrevocable Standby Letter of Credit No. KY062-L-9001-010 dated May 2,2008. 

ANNEX 2 

[Insert date of certificate] 

To: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 220 1 Cooperative Way 
Herndan, Virginia 20 17 1 -3 025 
Attention: General Counsel 

Check appropriate draw condition: #'a 
[ J The undersigned hereby certifies that the amount of US$ 
is due and owing and remains unpaid (beyond the time allowed for such payment, 
including following any related notice or-grace period or both) to the uniersigned by 
[Applicant's Name] in accordance with the terms and provisions of the 
- [Identify Agreement) -.I__ 

[ 1 The undersigned hereby certifies that Beneficiary has requested alternate security 
fiom Applicant and Applicant has not provided alternate security reasonably acceptable 
to beneficiary and this Letter of Credit has less than (20) business days until the 
expiration date. 

Kentucky Utilities Company 

KIIJC 1-8 
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Travis Siewert 

From: 
Sent: 
To: 
cc: 
Subject: 

_ _ I ~  

Michael Duganich [Michael.Duganich@nrucfc.coop] 
Friday, February 27, 2009 2:07 PM 
Travis Siewert 
Nazir Rostom 
Re: MISO letter of credit amendment 

Attachments: KYO62-L-9002-001 .pdf 

KYO62-L-9002-00 1. 
pdf (38 I(B) 

Travis, 

I have emailed a copy of the attachment to R o s s  at MISO and will be sending them the 
original overnight. Let me know if you have any questions. 

Thanks. 

(See attached file: KYO62-L-9002--001.pdf) 

Mike Duganich 
Credit Analyst 
p: (703) 709--6804 
f: (703) 709-6811 
www. nrucf c. coop 

Travis Siewert 
<Travis. Siewert@b 
igrivers, corn) 

02/26/2009 04: 49 
PM 

To 
Nazir Rostom 
<Nazir. Rostom@nrucfc. coop>, Michael 
Duganich 
<Michael.Duganich@nrucfc.coop> 

cc 

Subject 
MISO letter of credit amendment 

The MISO letter of credit amendment should be sent via FedEx to: 

Midwest Independent Transmission System Operator, Inc. 
Attn: Ross Baker 
720 City Center Drive 
Camel, IN 46032 

'oss Baker's contact information is: 
hone # 317-249-5991 
e-mail : rbaker@midwestiso. org 

1 
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Travis Siewert, CPA, CMA 
Bi.g Rivers Electric 
201 Third Street 
P.O. Box 24 
Henderson, KY 42419-0024 
(2.70) 827-2561 Ext: 2610 

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

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

2 
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Notional Rum1 Utilities 
Coopemlive Finance Corpamtion 

_ _ _ _ _ ~  

2201 Cooperative Way 
tierndon, Virginio 201 71 
703-709-5700 I w.nru&.coop 

A L&mm E n d  c s r n n c c  & 

AMENDMENT NO. 3 TO IRREVOCABLE, NON-TRANSFERABLE 
STANDBY LETTER OF CREDIT NO. KYO62-L-9001-002, REDESIGNATING SAME AS 

KYO62-L-9002-001 

Date: February 27,2009 

Expiry Date: March 1,2010, subject t o  reinstatement and renewal as provided for in the 
Original Letter of Credit, as defined herein. 

Beneficiary: 4 

Midwest Independent Transmission System Operator, Inc. 
701 City Center Drive 
Carmel, IN 46032 
Attn: Manager, Credit Risk & Customer Registration 

Account Party: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attention: President and Chief Executive Officer 

Issuer: 

National Rural Utllities Cooperative Finance Corporation 
2201 Cooperative Way 
Herndon, Virginia 20171-3025 

Ladies and Gentlemen: 

Reference is made to our Irrevocable, Non-Transferable Standby Letter of Credit No. KY062-L- 
9001-002, dated March 1, 2005 for account of the above named Account Party (the "Original 
Letter of Credit"), as amended by Amendment No. 1 thereto dated March 6, 2006, and as further 
amended by Amendment No. 2 thereto, dated September 4, 2008 (collectively, the "Letter of 
Credir). 

CFC LTRCRE 
KY062-L-9001-002 (9002-001 ) (AMATOA) 
132051-1 

4 
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Letter of Credit KY-9001-~002 (9002-001 ) 
Amendment No. 3 
February 27,2009 
Page 2 of 2 

This is to advise you that from and after the date hereof, the Letter of Credit shall be designated 
by us as ICbQ62-L-9QQ2-Q0~, and all references in the Letter of Credit shall be deemed 
amended to reflect said designation. You are hereby requested to reflect this change in your 
records. 

Notwithstanding our change in designation, we hereby agree with you that drafts under and in 
compliance with the terms of the Letter of Credit will be honored upon presentation and 
surrender of certain documents pursuant to the terms of the Letter of Credit, regardless of 
whether such drafts and documents refer to designation KY062-L-9001-002 or to designation 
KYO62-L-9002-001, either of which shall be deemed by us to be one and the same reference. 

Except as expressly modified herein, all of the terms, conditions and documentation as 
reflected in the Letter of Credit shall remain unchanged and in full force and effect. 

Very truly yours, 
National Rural Utilities Cooperative Finance Corporation 

Nazir Rostom 
Assistant Secretary-Treasurer 

CFC LTRCRE 
0062-L-9001-002 (9002-001) (AMATOA) 
132051-1 

KTIJC 1-8 
336 of 356 



Travis Siewert 

From: 
Sent: 
To: 
cc: 
Subject: 

~ _ I _  

Travis Siewert 
Friday, January 16,2009 3:14 PM 
Nazir Rostom 
James Jablonski 
RE: KYO62-L-9001-010 

We do not plan on renewing this LC. 
We plan on letting it expire on March 1. 

I---- Original Mess age------ 
From: Nazir Rostom [mailto:Nazir. Rostom@nrucfc. coop] 
Sent: Thursday, January 15, 2009 12:50 PM 
To: Travis Siewert 
Cc: James Jablonski 
Subject: KYO62-L-9001-010 

Travis, 

We have a LC that is coming to maturity on March 1, 2009. Please let us 
know whether this LC will be renewed. 

Thanks , 
Nazir 

.__. 
razir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 2 0 1 7 1  
(ph)  703.709.2054 
(:fax) 703.707.5088 
nazir . rostom@nrucf c. coop 

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

1 
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Travis Siewert 

From: Travis Siewert 
Sent: 
To: Oscar Rojas 
cc: Donna Windhaus 
Subject: 

Thursday, November 13,2008 I :03 PM 

RE: KY062 Letter of Credit #go01 -002 Invoices 

~- 

Oscar, 

I forwarded your message to Donna McMullin formerly Donna Windhaus, who approves and keeps 
track o f  these payments to CFC. Once she approves the invoices we w i l l  get a check to 
you * 

Invoices should go to Donna's attention to ensure prompt payment. 

Donna ' s contact information 
e-mail: dwindhaus@bigrivers.com 
Phone: 270--827-2561 ext: 2624 

Thanks, 

Travis 

0 r i gi.na 1 Me s sage - -. ----- 
From: Oscar Rojas [mailto:Qscar.Rojas@nrucfc. coop] 
Sent: Thursday, November 13, 2008 12:04 PM 
To:  Travis Siewert, 
Subject: KY062 better ~f Credit #9001-002 Invoices 

Sood afternoon, Travis 

Attached you will find 2 invoices (1 pdf file) for better of Credit 
KYO62-9001-002. Please let me know if you have any questions. 

Thank you. 

(See attached file: KY062 LC 9001-002 .pdf) 

Oscar Rojas 
Loan Accountant 
National Rural Utilities Cooperative Finance Corporation 

Ext. 2008 
1.800.424-2954 

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

1 
KIlJC 1-8 
338 of 356 

mailto:dwindhaus@bigrivers.com
mailto:Qscar.Rojas@nrucfc


From: Oscar Rojas [ O s c a r . R o j a s @ n ~ ~ f ~ . c ~ ~ p ]  
Sent: Thursday, November 13,2008 12:04 PM 
To: Travis Siewert 
Subject: KY062 Letter of Credit #9001-002 Invoices 

-~ 

Attachments: KY062 LC 9001 -002.pdf 

KY062 LC 
01-002.pdf (368 KB 

Good a f t e r n o o n ,  T rav i s  

A t t a c h e d  you w i l l  f i n d  2 i n v o i c e s  (1 pdf  f i l e )  f o r  better of  Credit  KYO62-3001-002. 
P l e a s e  l e t  m e  know i f  you have any q u e s t i o n s .  

Thank you. 

(See  a t t a c h e d  f i l e :  KY062  bC 9001-002.pdf) 

Osca r  Rojas  
Loan Accountant  
N a t i o n a l  Rura l  U t i l i t i e s  Coopera t ive  Finance Corpora t ion  
1.800.424--2954 
3 x t .  2008 

T h i s  may c o n t a i n  i n f o r m a t i o n  t h a t  is c o n f i d e n t i a l  o r  p r i v i l e g e d .  I f  you a r e  n o t  t h e  
addressee i n d i c a t e d  i n  t h i s  message ( o r  r e s p o n s i b l e  f o r  d e l i v e r y  o f  t h i s  message t o  such 
p e r s o n ) ,  you shou ld  n o t  copy o r  deliver t h i s  message t o  anyone or make any o t h e r  u s e  of  
t h e  i n f o r m a t i o n  se t  f o r t h  h e r e i n .  I n  such case ,  you shou ld  d e s t r o y  t h i s  message and  
n o t i f y  t h e  s e n d e r  by  t e l e p h o n e  or e-mai l .  

1 
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Travis Siewert 

From: 
Sent: 
To: 

---cc: 
Subject: 

Nazir Rostom [Nazir.Rostom@nrucfc.coop] 
Thursday, November 13,2008 11 :56 AM 
Travis Siewert 
Mark Hite 
Re: Letters of Credit Outstanding 

Y e s  ( t o  a l l  your q u e s t i o n s ) .  Thanks, 

N a z i r  

N a z i r  Rostom 
AVP, S t r u c t u r e d  Finance 
NRUCFC 
2201 Coopera t ive  Way 
Herndon, VA 20171 
(ph )  703.709.2054 
( f a x )  703.707.5088 

n a z i r .  ros tom@nrucfc .  coop 

T r a v i s  S iewer t  
<Trav i s .S iewer t@b 
i g r i v e r s  . corn> 

11/13/2008 12:49  
PM 

N a z i r ,  

TO 
Nazir  Rostom 
<Nazir.Rostom@nrucfc.coop> 

cc 
Mark H i t e  <Mark.Hite@bigrivers.corn> 

Sub jec t  
L e t t e r s  of C r e d i t  Q u t s t a n d i n g  

I hope a l l  i s  w e l l .  Mark H i t e  in formed m e  t h a t  w e  w i l l  have t o  r e p l a c e  t h e  
$2 mi . l l i on  MISO l e t t e r  of  c r e d i t  when we ex tend  our  $15 m i l l i o n  Master f a c i l i t y  f o r  1 
y e a r .  I wanted t o  a s k  you a b o u t  t h e  Letter of Credi t  we i s s u e d  t o  Kentucky U t i l i t i e s  LOC 
N u m b e r  KY062-L-9001-010, which w a s  i s s u e d  on May 2, 2008 i n  t h e  amount of  $670,000.00 and 
i s  s c h e d u l e d  t o  e x p i r e  March 1, 2009. 

1. Is t h e  Kentucky U t i l i t i e s  LQC s t i l l  i s s u e d  and o u t s t a n d i n g ?  I: have no t  been informed 
of  any  c a n c e l l a t i o n .  
2 .  I f  t h e  Kentucky U t i l i t i e s  LOC i s  s t i l l  i s s u e d  and o u t s t a n d i n g ,  do w e  need t o  r e p l a c e  
i t  a t  t h e  same t i m e  w e  r e p l a c e  t h e  MISO LOC? 

Thanks 

T r a v i s  S i e w e r t ,  CPA, CMA 
3ig R i v e r s  E l e c t r i c  
‘ 0 1  T h i r d  S t r e e t  
2.0. Box 24 

1 
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Henderson, RY 42419-0024 
( 2 7 0 )  827-2561 Ext:  2610 

-The in fo rma t ion  con ta ined  i n  t h i s  t r a n s m i s s i o n  i s  i n t e n d e d  on ly  f o r  t h e  pe r son  o r  e n t i t y  
t o  which i t  i s  d i r e c t l y  a d d r e s s e d  or  copied.  It may c o n t a i n  m a t e r i a l  of c o n f i d e n t i a l  
a n d / o r  p r i v a t e  n a t u r e .  Any review, r e t r a n s m i s s i o n ,  d i s s e m i n a t i o n  o r  o t h e r  u se  o f ,  o r  
t a k i n g  05 any a c t i o n  i n  r e l i a n c e  upon, t h i s  i n f o m a t i o n  by persons  or e n t i t i e s  o t h e r  t h a n  
t h e  i n t e n d e d  r e c i p i e n t  i s  n o t  a l lowed.  I f  you r e c e i v e  t h i s  message and t h e  i n f o r m a t i o n  
c o n t a i n e d  t h e r e i n  by e r r o r ,  p l e a s e  c o n t a c t  t h e  sende r  and d e l e t e  t h e  m a t e r i a l  from 
your / any  s t o r a g e  medium. 

T h i s  may c o n t a i n  i n f o r m a t i o n  t h a t  i s  c o n f i d e n t i a l  o r  p r i v i l e g e d .  I f  you are n o t  t h e  
addressee i n d i c a t e d  i n  t h i s  message (01 r e s p o n s i b l e  for d e l i v e r y  of t h i s  message t o  such 
p e r s o n ) ,  you should  no t  copy o r  d e l i v e r  t h i s  message t o  anyone o r  make any o t h e r  use of 
t h e  i n f o r m a t i o n  se t  f o r t h  h e r e i n .  I n  such  case, you should  d e s t r o y  t h i s  message and 
n o t i f y  t h e  sender  by t e l e p h o n e  o r  e-mail .  
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Travis Siewert 

From: Michael Duganich [Michael.Duganich@nrcfc.coop] 
Sent: 
To: Nazir Rostom 

~ cc: Travis Siewert 
Subject: 

Thursday, September 04,2008 1 :30 PM 

Re: Letter of Credit Amendment 

Attachments: Big Rivers-MISO LC.pdf 

Big Riven-MIS0 
LC.pdf (27 KB)... 

Travis, 

Here is a copy of the letter of credit. MIS0 will get a copy of the PDF and the original 
via overnight mail. 

Thanks. 

(See attached file: Big Rivers-MIS0 LC.pdf) 

Mike Duganich 
Credit Analyst 
p: (703) 709-6804 
f :  (703) 709-6811 
www. nrucf c. coop 

Nazir Rostom/CFC 

09/04/2008 11:26 
AM 

To 
Travis Siewert 
<Travis.Siewert@bigriveEs.com> 

Michael Duganich/CFC@CFC 

Re: Letter of Credit Amendment 
(Document link : Michael Duganich) 

cc 

Subject 

1 got your fax and OUL attorney is working on it. Should you have any other question, 
please either Mike or me a call. 

Best, 

Nazir 

Nazir Rostom 
4VP, Structured Finance 
?RIJCFC 
,201 Cooperative Way 
Herndon, VA 20171 

1 
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(ph) 703.709.2054 
(fax) 703.707.5088 
nazir. rostom@nrucfc. coop 

Travis Siewert 
<Travis. Siewerteb 
igrivers .cam> 

09/04/2008 09: 44 
AM 

To 
Nazir Rostom 
<Nazir.Rostom@nrucfc.coop> 

CC 

Subject 
Letter of Credit Amendment 

Good morning Nazir , 

We need to amend our Midwest Independent Transmission System Operator Letter of credit. 
The amount of the LC needs to increase from $1 million to $2 million. 
I: am faxing the request and sending the original overnight. 

We would like to fax something to MISO by end of business today if possible. 

Thanks 

Travis 

Travis Siewert, CPA, CMA 
Big Rivess Electric 
201 Third Street 
P.O. Box 24 
Henderson, KY 42419-0024 
(270)827-2561 Ext: 2610 

The information contained in this transmission is intended only for the person or entity 
to which it is directly addressed 01 copied. It may contain material of confidential 
and/or private nature. Any review, retransmission, dissemination or other use of, or 
taking of any action in reliance upon, this information by persons or entities other than 
the intended recipient is not allowed. If you receive this message and the information 
contained therein by error, please contact the sender and delete the material from 
your/any storage medium. 

This may contain information that is confidential 01 privileged. If you are not the 
addressee indicated in this message (or responsible for delivery of this message to such 
person), YOU should not copy or deliver this message to anyone or make any other use of 
:he information set forth herein. In such case, you should destroy this message and 
otify the sender by telephone or e-mail. 

L 
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This  may c o n t a i n  in fo rma t ion  t h a t  i s  c o n f i d e n t i a l  o r  p r i v i l e g e d .  I f  you aLe n o t  t h e  
addressee i n d i c a t e d  i n  t h i s  message ( o r  r e s p o n s i b l e  f o r  d e l i v e r y  of t h i s  message t o  such 
p e r s o n ) ,  you shou ld  n o t  copy o r  deliver t h i s  message t o  anyone OL make any o t h e r  u s e  of 

n o t i f y  t h e  sende r  by t e l ephone  o r  e-mail .  
~ _ I _ _  the i n f o r m a t i o n  set f o r t h  h e r e i n .  In  such c a s e ,  you should  d e s t r o y  t h i s  message and  

3 
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Nafionul Rurai Utilities 
Coopemtive Finance Corporotion 

~ _ _ _ _  

2201 Cooperotive Way 
Herndon, Virginia 201 7 1-3025 
703-709-5700 I \HWW nrucfc.caop 

9 
i ~ i u ~ l ~ ~ ~ r ~ + i ~ ~ - r C ; t L C  && 

AMENDMENT NO. 2 TO IRREVOCABLE, NON-TRANSFERABLE 
STANDBY LETTER OF CREDIT NO. KYO62-L-9001402 

Date: September 4, 2008 

Expiry Date: March 1,2009, subject to reinstatement and renewal as provided for herein. 

Beneficiary: 

Midwest Independent Transmission System Operator, Inc. 
701 City Center Drive 
Carmel, IN 46032 
Attn: Manager, Credit Risk & Customer Registration 

Account Party: 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street 
Henderson, Kentucky 42420 
Attention: President and Chief Executive Wicer 

Issuer: 

National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdon, Virginia 20171-3025 

Ladies and Gentlemen: 

Reference is made to our Irrevocable, Non-Transferable Standby Letter of Credit No. KY062-L-9001- 
002, dated March 1, 2005, in the amount of US$3,000,000.00, for account of the above named 
Account Party, as amended by Amendment No. 1 thereto dated March 6, 2006, which decreased the 
amount thereof to One Million and 00/100 Dollars (USD$I ,000,000.00) (the “Letter of Credit”). 

This is to advise you that as of the date hereof we hereby increase the amount of the Letter of Credit 
to Two Million and~OOlIO0 Dollars (USD$2,000,000.00). 

All references to Letter of Credit No. KY062-L-9001-002 shall mean the Letter of Credit as amended 
by Amendment No. 1 and this Amendment No. 2, and all sight drafts must be accompanied by the 
Letter of Credit, Amendment No.1 and this Amendment No. 2, as well as the other documents set 
forth in the Letter of Credit. 

Except as expressly modified herein, all of the terms, conditions and documentation as reflected in 
the above letter of credit shall remain unchanged and in full force and effect. 

Very truly yours, 
National Rural Utilities Cooperative Finance Corporation 

Rostom 
Assistant Secretary-Treasurer 

CFC LTRCRE 
KY062-L-9001-002 (AMATOA) 
126444-1 
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Travis Siewert 

From: 
Sent: 
To: 
cc: 
Subject: 

__-_I_ 

Michael Duganich [Michael.Duganich@nrucfc.coop] 
Thursday, May 01,2008 3:22 PM 
Travis Siewert 
Nazir Rostom 
Letter of Credit R-9001-010 

Attachments: ~~062-L-9001-010 Letter of Credkpdf 

Ky062-L-9OOi -0 10 
Letter of Cre.. . 

T r a v i s ,  

Here i s  a copy of t h e  l e t te r  of c r e d i t  you r e q u e s t e d  today .  
ove rn igh ted  t o  t h e  b e n e f i c i a r y .  

The o r i g i n a l  copy w i l l  b e  

I f  you have any q u e s t i o n s  p l e a s e  f e e l  f ree  t o  c o n t a c t  e i t h e r  Nazi r  or mysel f .  

Thanks,  

(See a t t a c h e d  f i l e :  KY062-L-9001-010 Le t t e r  o f  C r e d i t . p d f )  

M i k e  Duganich 
Credi t  A n a l y s t  
p :  ( 7 0 3 )  709-6804 
f :  ( 7 0 3 )  709-6611 
www.nrucfc,.coop 

T h i s  may c o n t a i n  i n f o r m a t i o n  t h a t  i s  c o n f i d e n t i a l  O K  p r i v i l e g e d .  I f  you a r e  n o t  t h e  
a d d r e s s e e  i n d i c a t e d  i n  t h i s  message (or r e s p o n s i b l e  €or d e l i v e r y  of t h i s  message t o  such 
p e r s o n ) ,  you s h o u l d  n o t  anyone or make any o t h e r  use  of 
t h e  i n f o r m a t i o n  s e t  f o r t h  h e r e i n .  I n  such c a s e ,  you should  d e s t r o y  t h i s  message and 
n o t i f y  t h e  sende r  by  t e l e p h o n e  o r  e-mail .  

copy o r  d e l i v e r  t h i s  message t o  

1 
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National Rural Utilities 
Cooperative Finance Corporation 

2201 Cooperative Way 
Herndon, Virginia 201 71 3025 
703-709-5700 I w nrucfc coop 

A Twi,.vntr in-,' , : . \vmrn* ?&A 

IRREVOCABLE LETTER OF CREDIT NUMBER KYO62-L-9W1-010 

Date: May 2,2008 

Amount: Six Hundred Seventy Thousand and OBllOO Dollars (USD$670,000.00) 

Letter of Credit Expiration Date: March 1,2009 

Beneficiary Name and Address: 

KENTUCKY UTILITIES COMPANY 
220 West Main St. 
Louisville, KY 40202 
Attenfion: John Early 

Name of Applicant: 

! 

BIG RIVERS ELECTRIC CORPORATION 
201 Third Street, P.O. Box 24 
Henderson, Kentucky 42419 
Attention: President and Chief Executive Officer 
Phone: (270) 827-2561 

Issuer: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 2201 Cooperative Way 
Hemdon, Virginia 20171-3025 Attention: Nazir Rostom 

To the above-named Beneficiary: 

We hereby issue our irrevocable Letter of Credit in your favor for the account of the above-named Applicant 
up to the aggregate amount stated above. 

Funds under this Letter of Credit, in an amount not to exceed the amount stated above, will be made 
available to you in accordance with the terms and conditions herein against sight drafts, in the form of 
attached Annex I, presented at the above address and accompanied by the following documents: 

1. A certificate in the form of Attached Annex I I  purportedly signed by an authorized representative of 
Beneficiary. 

2. This original Letter of Credit. 

We hereby agree with you that sight drafts drawn under this letter of Credit will be honored in accordance 
with the terms and conditions stated herein provided the sight draft and required documents are presented to 
us at the above address on or before the Letter of Credi Expiration Date stated above. Payment of any draft 
drawn under this Letter of Credit in an amount less than the maximum amount available hereunder shall be 
recorded by us on the reverse side hereof and this Letter of Credii shall then be returned to you. 
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I 

Irrevocable Letter af Credit Number RY062-L-9001-010 
May 2,2008 

This Letter of Credit is governed by the provisions of the Uniform Customs and Practice for Documentary 
Credits (1993 Version), International Chamber of Commerce Publication No. 500 (“UCP). As to matters not 
governed by !he UCP, this Letter of Credit is governed by the laws of the Commonweatth of Virginia. This Letter 
of Credit is not transferable. 

NATIONAL RURAL UTILITIES 
COOPERATX FINANCE CORPORATION 

By: 
Ann Shankroff 
Assistant Secretary-Treasurer 
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I 

Irrevocable Letter of Credit Number KY062-I,-9001-010 
May 2,2008 

This is an integral part of National Rural Utilities Cooperative Finance Corporation Irrevocable Standby 
Letter of Credit No.KY062-L-9001-010 dated May 2, 2008. 

FORM OF SIGHT DRAFT 

[Insert date of sight draft] 

To: National Rural Utilities Cooperative Finance Corporation 
2201 Gooperative Way 
Herndon, Virginia 20171 -3025 
Attention: General Counsel 

For the value received, pay to the order of Kentucky Utilities Company by wire transfer of immediately 
available funds to the foliowing account: 

[name of account] 
[account number] 
[name and address of bank at which account is mainfaifled] 
[aba number] 
[reference] 

The following amount: 

[insert number of doNars in wrtting] United States Dollars 
(US$ [insert number of dollars in figuresj 

Drawn under National Rural Utilities Cooperative Finance Corporation Irrevocable Standby Letter of Credit 
No.KYO62-L-9001-010 dated May 2,2008. 

Kentucky Utilities Company 

By: 

Tale: -- 
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Irrevocable Letter of Credit Number €3062-L-9001-010 
May 2,2008 

This is an integral part of National Rural Utilities Cooperative Finance Corporation Irrevocable Standby 
Letter of Credit No.KYO62-L-9001-010 dated May 2,2008. 

ANNEX 2 

FORM OF CERTIFICATE 

[Insert date of certificate] 

To: National Rural Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdon, Virginia 20171 -3025 
Attention: General Counsel 

Check appropriate draw condition. 

is due and owing 
and remains unpaid (beyond the time allowed for such payment, including following any related notice Or 
grace period or both) to the undersigned by Big Rivers Electric Corporation in accordance with the terms 
and provisions of the 

The undersigned hereby certifies that the amount of US$ - -.- 

[identify the aweem-tl 

U The undersigned hereby certifies that Beneficiary has requested alternate securrty from Applicant and 
Applicant has not provided alternate security reasonably acceptable to Beneficiary and this Letter of Credit 
has less than (20) business days until the expiration date. 

Kentucky Utilities Company 

By: 

Title: 
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Travis Siewert 

From: Travis Siewert [tsiewert@bigrivers.com] 

Sent: 
To: 'Nazir Rostom' 
Subject: 

Attachments: Letter of Credit0001 .pdf 

-~ 

Thursday, May 01,2008 11 :02 AM 

FW: LC to KU for Armstrong Dock 

Nazir, 

1 hope all is well. As you can see in the e-mail from Bill Yeary below, we need to issue a letter or credit to 
Kentucky Utilities Company by tomorrow. I have attached a signed copy of the Letter of Credit request and 
Annex 2. I will overnight the original to you. Please let m e  know if you have any questions. 

Trawis 

From: Bill Yeary [mailto:byeary@bigrivers.corn] 
Sent: Thursday, May 01,2008 9:56 AM 
To: tsiewert@ big rivers .corn 
Subject: LC to KU for Armstrong Dock 

Travis: 
Here is some wording you may want to add tie the LC to the project: 

This Letter of Credit is issued to fulfill requirements related to OASIS NITS request # 1364469 and the ensuing 
Facilities Study with the Southwestern Power Pool designation LGE-2007-028. 
As I said before, it is imperative that the I,C gets to IW by tomorrow. 
Thanks 

Bill C .  Yeary, P E. 
Manager 
Power Portfolio Optimization 
byearycgbigrivers cam 
Of l i ce :  (270) 827-2561 
Direct: (270) 826-5535 
Cell: (270) 577-2272 
Fax: (270) 827-2101 

3 /20/2009 
KIUC 1-8 
353 of 3% 

mailto:byeary@bigrivers.corn


May 1,2008 

Mr. N a i r  EL. Kostom 
National Rum3 Utilities Cooperative Finance Corporation 
2201 Cooperative Way 
Hemdorl, VA 201'71-3025 

RE: National R x l d  Tltilities Cooperative Finance C o y o m ~ o n  ('CFC") 
Mmtcr IRttcr of C r d t  Facility No. IW062- t.-9001 

Gentlemen: 

Big Rivers Eicctnc Corporation ?Big %vm7') hereby requests CFC 10 issue a letter ai  d t  under the 
above-referenced h h m  Facility with the rollowing terms: 

Bm;arficiary Name and Adclress: Kentvclii~ Utilities Cornpan). 
220 West Majn St 
Louisville. KY 40202 
Attn J o b  Early 

Lztier of Credit Effective Date. May 2,2008 

Lctier of Credit Expiration Date: 

Conditions a€ Drar47: 

M m h  1.20#9 

As set forth on Anncx 2, amchcd hcrowith. 

Big Rims hmby cek f ies  that the Available Amount ('m defined in the Master Fadity) is equal to or 
p a t c r  than khc sum of (i) the total Letter of Credit Amoullls of all issued and ouffitmding LeUm of 
Credit, plus (ii) the Letter of Credit Amount requested. 

Please issue: the lclkr of credit dircctiy to the b e n d i c i q  by May 2,2008. with a copy to the 
undersigned. ' 

EIG RIVERS EIECTRK CORPORATION 

C. William Bla&burn 
Vice President and CFO 

. -  . .  _ _  
K f i C  1-8 
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KYO62-L-900 1-0 10 
May 1,2008 

This is an integral part of the National Rural Utilities Cooperative Finance Corporation 
irrevocable Standby Letter of Credit No. KYO62-L-9001-010 dated May 2,2008 

M E X  2 

Pnsert date of certificatel 

'To: National Rural Utilities Cooperative Finance Corporation 
Woodland Park, 220 1 Cooperative Way 
EXerndon, Virginia 20 17 1 -3025 
Attention. General Counsel 

Check appropriate draw condition. 

L- J The undersigned hereby certifies that the aniount of US$ 
-I- 

is due and owing and remains unpaid (beyond the time allowed for s u c h p p e n t ,  
including €dowing my reiated notice or grace period or both) to the undersigned by 
[14J7lrticmit '.T Name] in accordance with the terms and provisions of the 
- - -I --I-_ - .--- lldentifv Agreement1 ____ -- 

C] The undersigned hereby certifies that Beneficiary has requested alternate security 
from Applicant rrnd Applicant has not provided alternate security reasonnbly acceptable 
to beiieficiary and this Letter of Credit has less than (20) business days until the 
expiration date. 

4 
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Travis Siewert 

From: 
Sent: 
To: 

 subject: 

Travis Siewert [tsiewert@bigrivers.com] 
Monday, March 03,2008 9:06 AM 
'Nazir Rostom' 
RE: LC 9001-002 With MISO 

Yes, we would like the MIS0 LC to continue. 

Travis 

----- Original Message----- 
From: Nazir Rostom [mailto:Nazir.Rostom@nrucfc.coop] 
Sent: Monday, March 03, 2008 8:38 AM 
To: tsiewert@bigrivers.coop 
Subject: LC 9001--002 with MIS0 

Travis , 

can you please confirm if you would l.ike to keep LC 9001-002 with Miso? 
Thanks, I 

Nazir 

Nazir Rostom 
AVP, Structured Finance 
NRUCFC 
2201 Cooperative Way 
Herndon, VA 20171 
(ph )  703.709.2054 
(fax) 703.707.5088 
nazir.rostom@nrucfc.coop 

I 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CTJSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQ7JEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-9) Please provide all documents, memos, presentations, studies or e-mails in 

:he possession of Big Rivers or its advisers (including Goldman Sachs) that relate in any 

cvay to Rig Rivers’ ability to obtain financing during any time in 2009. 

Response) See attached. This response is limited to information that is not protected 

2y the attorney-client work product rule regarding financing in a scenario where there is 

no unwind transaction. Big Rivers has made a good faith investigation to identify and 

xoduce all information that is responsive to this data request. If Big Rivers subsequently 

iiscovers additional information responsive to this data request that has not been 

xoduced with this response, this response will be supplemented to provide that 

nformation. 

Witness) C. William Blackburn 

Item 1-9 
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BIG RIVERS EL,ECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CT JSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 1-10) 
or received from Moody’s in the past twelve months. 

Please provide all documents, memos, presentations or e-mails provided to 

Response) 

Rivers, as contrasted with an industry-wide notice of an on-line seminar. This response 

is limited to information regarding financing in a scenario where there is no unwind 

transaction. Big Rivers has made a good faith investigation to identify and produce all 

information that is responsive to this data request. If Big Rivers subsequently discovers 

additional information responsive to this data request that has not been produced with this 

response, this response will be supplemented to provide that information. 

There is no such information that represents specific dialog with Rig 

Witness) C. William Blackburn 

Item 1-10 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDTJSTRIAL UTILITY 

CTJSTOMERS, INC.’S MARCH 17,2009 FIRST DATA WQTJEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-1 1) 
to or received from S&P in the past twelve months. 

Please provide all documents, memos, presentations, or e-mails provided 

Response) 

Rivers, as contrasted with an industry-wide notice of an on-line seminar. This response 

is limited to information regarding financing in a scenario where there is no unwind 

transaction. Big Rivers has made a good faith investigation to identify and produce all 

information that is responsive to this data request. If Big Rivers subsequently discovers 

additional information responsive to this data request that has not been produced with this 

response, this response will be supplemented to provide that information. 

There is no such information that represents specific dialog with Big 

Witness) Counsel 

Item 1-1 1 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDTJSTRIAL, UTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 1-12) 
presentations made to the Board over the last twelve months. 

Please provide all Big Rivers Board of Directors minutes and 

Response) 

pleading filed March 20,2009. After discussion between counsel for Rig Rivers, and 
counsel for KIUC it was determined that no complete agreement on the objections could 
be reached, and that Big Rivers will generally file information that is non-privileged, and 

that may be relevant to or may lead to the discovery of information relevant to the subject 
matter of this proceeding. In that respect, because the need for this case began with the 
PMCC leveraged lease buyout on September 30,2008, and consideration of that solution 
did not begin until August of 2008, Big Rivers has limited the period covered to the 
period beginning with August 2008, and has in some instances deleted information 
related to the unwind transaction, which clearly has no relevance to this proceeding. 
KITJC will review the information produced, and take whatever additional action it deems 
appropriate. 

Big Rivers raised several objections to this information request in its 

Big Rivers has made a good faith investigation to identify and produce all information 
that is responsive to this data request. If Big Rivers subsequently discovers additional 
information responsive to this data request that has not been produced with this response, 
this response will be supplemented to provide that information. 

Witness) Counsel 

Item 1-12 
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BIG RIVERS ELECTRIC CORPORATION 
REGULAR BOARD OF DIRECTORS MEETING 

AUGUST 15,2008 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CDT, on Friday, August 15,2008, at 201 Third Street, Henderson, 

Kentucky, 42420. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also present were Mark 

Bailey, executive vice president; Jim Miller, corporate counsel; James Haner, Travis Housley, 

Mark Hite, Bill Blackburn, David Spainhoward, David Crockett and AI Yockey, Big Rivers' 

senior management; Bob Berry, WKE Reid/Green plant manager; Sandy Novick, president, 

Kenergy Corp.; Kelly Nuckols, president, Jackson Purchase Energy Corp., and Burns Mercer, 

president, Meade County RECC. I----) 

Director Butler gave the invocation. 

Director Butler moved, seconded by Director Bearden, that the minutes of the July 18, 

I ?  

2008, regular board of directors' meeting and the August 4, 2008, special board of directors' 

meeting be approved. The motion was unanimously adopted. 

After Bill Blackburn presented the June 2008 Budget/Actual Variance Analysis and the 

July 2008 investment report, the board directed that the June 2008 financial statements and the 

July 2008 investment report be filed in the corporate records. 

There being no unfinished business, the Chair called for new business. It was noted that 

at the board work session on Thursday night, James Haner presented an update on the bargaining 

unit contract negotiations as well as the progress of establishing a past-unwind property and 

casualty insurance program. Bill Blackburn reviewed the estimated second quarter incentive pay 

status. David Crockett reported on the SERC operating audit scheduled for November. Mark 

Hite reviewed the AMRAC and AIG outlook. 
I 

KWC 1-12 
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Director Elder moved, seconded by Director Bearden, that Director Sills represent Big 

Rivers as voting delegate and Director Butler as alternate at the CFC District 3 meeting. The 

motion was unanimously adopted. ~ 

After an explanation by Mr. Blackburn, Director Elliott moved, seconded by Director 

Butler, that an officer of the corporation be authorized to execute the Memorandum of 

Agreement with SEPA for the Cumberland River Hydropower Plant Equipment Rehabilitation. 

The motion was unanimously adopted. 

After a review by Mr. Hite, Director Elliott moved, seconded by Director Elder, that 

the methodology used in preparing the income tax patronage capital allocation for the year 

ended December 31, 2007, be approved as presented. The motion was unanimously adopted. 

After an explanation by Mr. Crockett, Director Elder moved, seconded by Director Sills, 

that Amendment No. 1 to Work Order No. 923, replacement of the two-way radio systems 

currently operated by Rig Rivers and its three member cooperatives, be approved. The motion 

was unanimously adopted. 

After an explanation by corporate counsel 

.." -. . . -. .... . - .  

KIUC 1-12 
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___. 
I , - - ~  

The Chair called for management's report. Carl Lyon, special counsel to the Board, 

jained the meeting by telephone, and along with management, provided an unwind transaction 

update which included the status with HPM&L as well as the RUS. Mark Bailey advised that 

he and Chair Denton would be meeting with HMP&L representatives Gary Quick and Dr. Bill 

Smith that afternoon. Also included was an update by Mr. Spainhoward on the unwind 

regulatory process, a review of the Termination Agreement, and an overview of the Clean Air 

Interstate Rule (CAR). Mr. Blackburn presented PMCC sale/leaseback buyout options. 

- Mr. Bailey reported that he would be I 

L 1  Mr. Blackburn presented an arbitrage summary for July 2008. 

The Chair called for the legal report. Corporate counsel stated that a written legal 

report had been distributed to the board members for their review prior to the board meeting 

and reported there were no new developments since the date of the written report. 

The following reports were sent to the directors for their information: Outage Report for 

July 2008, Arbitrage Summary, Professional Services Report for June 2008, June 2008 Cash 

Flow Report, Activity Reports far (1) Enterprise Risk Management and Strategic Planning, (2) 

Financial Services, Power Supply, Power Resources and Fuels, (3) Special Projects and (4) 

System Operations, and 2008 Safety Incident Statistics. 

Director Butler made a motion, seconded by Director Sills, to go into executive session. 

The motion was unanimously adopted. 

KIUC 1-12 
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After reconvening in regular session, the meeting was adjourned by consensus at 

11:15 a.m. 
__ 

APPROVED; 

Chair \ 

KIUC 1-12 
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BIG RIVERS ELECTRIC CORPORATION 
BOARD OF DIRECTORS EXECUTIVE SESSION MINUTES 

AUGUST 15,2008 

The Board of Directors convened in executive session on Friday, August 15,2008. 

Director Butler moved, seconded by Director Bearden, that the minutes of the July 18, 

2008, and August 4,2008, minutes be approved. The motion was unanimously adopted. 

It was the consensus of the board that executive session be adjourned. 

APPROVEyD\ 

KIUC 1-12 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPHONIC SPECIAL EXECUTIVE SESSION OF 

BOARD OF; DIRECTORS 
SEPTEMBER 8,2008 

A telephonic special executive session of the Board of Directors of Big Rivers Electric 

Corporation was held at 3:30 p.m., CDT, on Monday, September 8,2008. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Elder, Bearden, Butler and Elliott. Absent was Director 

Sills. Also participating in the call were Mike Core, president and CEO; Mark Bailey, executive 

vice president; and Jim Miller, corporate counsel. 

After an explanation by Mark Bailey, Director Bearden moved, seconded by Director 

Butler, that Mr. Bailey be authorized to enter into the arrangement with E.ON as summarized 

and attached to these minutes. The motion was unanimously adopted. 
- 

The meeting was adjourned by consensus at 4 p.m. 

&cretaryiTreasur& 

Chair \ 

KIUC 1-12 
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BIG RIVERS ELECTRIC CORPORATION 
ANNUAL BOARD OF DIRECTORS MEETING 

SEPTEMBER 19,2008 

The annual meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CDT, on Friday, September 19,2008, at 201 Third Street, Henderson, 

Kentucky, 42420. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Sills, Elder, Rearden, Butler and Elliott. Also present were Mike Core, 

presidenVCE0; Jim Miller, corporate counsel; Mark Bailey, James Haner, Travis Housley, Mark 

Hite, David Spainhoward, David Crockett and A1 Yockey, Big Rivers' senior management; Bob 

Berry, WISE? ReidGreen plant manager; Bob Michel, Orrick, Herrington & Sutcliffe; Bob 

Nudge, The Brattle Group; Sandy Novick, president, Kenergy Corp.; Kelly Nuckols, president, 

Jackson Purchase Energy Corp., and B m s  Mercer, president, Meade County RECC. 
I 

By consensus, the board met in executive session. After reconvening in regular 

session, Director Bearden gave the invocation. 

Director Butler moved, seconded by Director Elder, that the minutes of the August 15, 

2008, regular board of directors' meeting be approved. The motion was unanimously adopted. 

Carl Lyon, special counsel to the Board, and Jack Gaines, consultant to the member 

cooperatives, joined the meeting by phone. After an update on the PMCC sale/leaseback buyout 

options, it was the consensus of the board to authorize management to move forward with 

negotiations regarding a buyout. Upon conclusion of the negotiations, a conference call will be 

scheduled with the board to review and act upon management's recommendation. 

As part of the unwind update: (1) corporate counsel and David Spainhoward summarized 

regulatory issues, (2) Mark Bailey reported on the progress with the smelters and the most recent 

proposal from HMP&L, and (3) James Haner summarized the discussions with the VOLE 

bargaining unit. Mr. Haner also advised that management will begin negotiations with Big 

Rivers' bargaining unit soon since the labor contract expires the middle of October 2008. ' 1 
KnJC 1-12 
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Mark McAdams presented an overview of the he1 hedge policy and the proposed action 

plan. 
~ 

In Bill Rlackburn's absence, Ralph Ashworth, manager of accounting, presented the July 

2008 Budget/Actual Variance Analysis and the August 2008 investment report. The board 

directed that the July 2008 financial statements and the August 2008 investment report be filed 

in the corporate records. 

There being no unfinished business, the Chair called for new business. The first item of 

business was the election of new officers. Director Elder moved, seconded by Director Butler, 

that the current officers (Bill Denton, Chair; James Sills, Vice Chair; and Lee Bearden, 

Secretary-Treasurer) of the corporation be re-elected by acclamation. The motion was 

unanimously adopted. 

After an explanation by David Crockett, Director Elder moved, seconded by Director 

Sills, that Amendment No. 1 to Work Order No. 917, the design and construction of 

approximately 4.6 miles of 69 kV transmission line fjrom Big Rivers McCracken County 

Substation to the Olivet Church Road Tap, be approved. The motion was unanimously adopted. 

After an explanation by Mr. Crockett, Director Butler moved, seconded by Director I 
I 
I Elliott, that Work Order No. 919, the design and construction of a 13.2 mile 161 kV transmission 

line se,ment fjrorn Wilson EWV Substation to a tap point in the Itlardinsburg to TVA Paradise 

16 1 kV line, be approved. The motion was unanimously adopted. 

After a review by Mark Hite of Deloitte & Touche's recent proposal, Director Sills 

moved, seconded by Director Bearden, that management be authorized to engage Deloitte & 

Touche to perform Big Rivers' 2008 financial statements audit ($125,000 plus expenses), to 

fmalize the preparation of the 2008 income tax returns ($45,000 plus expenses), and to provide 

various GAAP and tax advisory services (up to $300,000 plus expenses). The motion was 

unanimously adopted. Management did announce plans to bid this work for 2009 following the 

close of the unwind transaction. 

James Haner reviewed Big Rivers' insurance procurement process and the property/ 

casualty insurance package that would be effective upon close of the unwind transaction. 

After an explanation by Mr. Haner of health plan renewal rates for 2009, Director Elliott I 

moved, seconded by Director Sills, that the renewal of the current health plan coverage with 
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NRECA be approved as presented. The motion was unanimously adopted. 

After an overview by MI-. McAdams of ~ICE'S barge fleet and a review of the economic 

evaluation, Director Elder moved, seconded by Director Elliott, that management be authorized 

to purchase the 16 barge fleet from WKE upon successful completion of the unwind and lease 

termination for the depreciated book value at the time of closing of an estimated $1,3 10,140.55. 

The motion was unanimously adopted. 

The Chair called for the legal report. Corporate counsel stated that a written legal report 

had been distributed to the board members for their review prior to the board meeting and 

reported there were no new developments since the date of the written report. 

The following reports were sent to the directors for their information: Outage Report for 

August 2008, Arbitrage Summary, Professional Services Report for July 2008, July 2008 Cash 

Flow Report, Activity Reports for (1) Enterprise Risk Management and Strategic Planning, (2) 

External Relations and Interim Production, (3) Financial Services, Power Resources, Information 

Technology and Fuels, (3) Special Prajects and (4) System Operations, and 2008 Safety Incident 

Statistics. 

There being no further business, Director Butler moved, seconded by Director Bearden, 
I 

that the meeting be adjourned at 1 1 5 5  a.m. 

n 
APPROVED: 
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BIG RIVERS ELECTRIC CORPORATION 
BOARD OF DIRECTORS EXECUTIVE SESSION MINUTES 

SEPTEMBER 19,2008 

The Board of Directors convened in executive session on Friday, September 19,2008. 

Director Butler moved, seconded by Director Bearden, that the minutes of the August 15,2008, 

and September 8,2008, minutes be approved. The motion was unanimously adopted. 

The board discussed the expressed intentions 0- with respect to retirement, and the 

requirements of the Corporation going forward, following which Director Butler moved, seconded by 

Director Bearden, that the following resolution be adopted: 

retire effective at the end of the day on - at which time he shall be entitled to all the benefits 

of a retiree of the Corporation; 

Resolved, that the board of directors accepts the notice o y o f  his intention to 

Further Resolved, 

-\ 
Further Resolved,q b -  ' 

Further Resolved, that a copy of this resolution shall be placed with the employment records of - 
The motion was unanimously adopted. 

It was the consensus of the board that executive session be adjourned. 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPHONIC SPECIAL BOARD OF DIRECTORS MEETING 

SEPTEMBER 25,2008 

A telephonic special meeting of the Board of Directors of Big Rivers Electric 

Corporation was held at 6 p,m., CDT, on Thursday, September 25,2008. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also 

participating in the call were Mike Core, president and CEO; Jim Miller, corporate counsel; 

Mark Bailey, James Haner, Mark Hite, Bill Blackburn, David Spainhoward, and AI Yockey, Big 

Rivers’ senior management; Carl Lyon, special counsel to the board; Bob Mudge, The Brattle 

Group; Sandy Novick, president, Kenergy Corp.; Kelly Nuckols, president, Jackson Purchase 

Energy Corp.; and Bums Mercer, president, Meade County m C C .  

i---l 
1. - 

After an explanation by management, Mr. Lyon, and corporate counsel and discussion by 

the Board of the Philip Morris Capital Corporation buyout options and the implications of those 

versus other alternatives for resolving the problems created by the downgrade of the ratings of 

Ambac Assurance Corporation, Director Elder moved, seconded by Director Sills, that the 

following resolutions be adopted: 

WHEREAS, Big Rivers Electric Corporation (“Big Rivers”), PBR-1 Trust, PBR-2 Trust, 
PBR-3 Trust, PBR-1 OP Trust, PBR-2 OP Trust, PBR-3 OP Trust, Trustee, Bluegrass Leasing, AME 
Investments and CoBank, are parties to three separate Participation Agreements, each dated as of 
April 1,2000 (each, a “Participation Agreement” and, collectively, the “Participation Ameements”), 
pursuant to which Big Rivers has leased to the three separate Owner Trusts undivided interests in the 
Plant Robert D. Green Unit 1 and 2 and Plant D.B. Wilson Unit No. 1, respectively, pursuant to 
three separate Head Leases, each dated as of April I ,  2000, between Big Rivers and an Owner Trust 
(each, a “Head Lease” and, collectively, the “Head Leases”) for a term extending beyond the usefbl 
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Owner Trust back to Big Rivers pursuant to three separate Facility L,eases, each dated as of April 1, 
2000 (each, a “Facility Lease” and, collectively, the “Facilitv Leases”) for a term of approximately ~- 

WHEREAS, it is proposed that Big Rivers enter into an Omnibus Termination Agreement 
(the “PMCC Termination Aneement”), among Big Rivers, Big Rivers Leasing Corporation, PRR- 1 
Trust, PBR-2 Trust, PBR-3 Trust, PBR-1 OP Trust, PBR-2 OP Trust, PBR-3 OP Trust, Trustee, 
Bluegrass Leasing, AME Investments, LLC, CoBank, ACB, AME Asset Funding, LLC, U.S. Bank 
National Association, AIG Matched Funding Corp., Ambac Credit Products, LLC, and Ambac 
Assurance Corporation, a copy of which is attached hereto as Exhibit A; 

i 
i 

WHEREAS, pursuant to the PMCC Termination Agreement, Big Rivers will purchase each 
of the Facility Lessor’s Interests (including all of the right, title and interest of each of the respective 
Owner Trust in, to and under the IJndivided Interest in the Robert D. Green Units and the Wilson 
Unit, respectively), and each of the Owner Trusts will agree to such purchase provided that, as 
consideration therefor, (a) the Series A Lender will agree for the benefit of each of the Owner Trusts 
and Big Rivers to accept all right, title and interest under each Payment Agreement as prepayment 
in full of each of the respective Series A Loans (collectively, the “Series A Prepawent”), (b) each 
Owner Trust will receive from Big Rivers fimds sufficient to prepay in full all amounts due under 
and in connection with each of the Series B Loans including the Make-Whole Payment (collectively, 
the “Series B Prepawent Amount”), and (c) Bluegrass Leasing will receive from Big Rivers funds 
and a promissory note (in the form attached to the PMCC Termination Agreement, the “Promissory 
Note“), which in the aggregate will equal the amount (the “OP Pavment Amount”) specified in the 
PMCC Termination Agreement (collectively, clauses (a), (b) and (c), the “Lessor Consideration”), 
and in return each Owner Trust and Big Rivers will agree that Big Rivers will receive each of the 
Facility Lessor’s Interests; 

WHEREAS, as a result of the Series A Prepayment and payment of the Series B Prepayment 
Amount, all of the Loan Certificates will be, and will be deemed to be, prepaid in full; 

WHEREAS, concurrently with the transfer of each of the Facility Lessor’s Interests, subject 
to the terms and conditions set forth in the PMCC Termination Agreement, each of the parties to 
such PMCC Termination Agreement will agree to terminate the operative documents relating to the 
Participation Agreements, the Facility Leases and the Head Leases; 

WHEREAS, in connection with the transactions described in the PMCC Termination 
Agreement, it is proposed that Big Rivers deliver the Promissory Note and enter into (a) an Unwind 
Agreement (the “Unwind Aueement”) between Big Rivers and CoBank, a copy of which is attached 
hereto as Exhibit B, regarding the disposition of the Government Securities, and (b) a letter 
agreement, among Big Rivers, E.ON 1J.S. LLC (“E.0N U.S.”), Alcan Primary Products Corporation 
and Century Aluminum of Kentucky General Partnership (the “Cost-Share Aaeement”), regarding 
sharing of the cost of the OP Payment Amount among such parties a copy of which is attached 
hereto as Exhibit C; 

t. _. 
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WHEREAS, Big Rivers has concluded that it is in its best interest to enter into the PMCC 
Termination Agreement, the Unwind Agreement and the Cost-Share Agreement and to deliver the 

~ 

I Promissory Note. 
I 

NOW, THEREFORE, it is hereby resolved by the Board of Directors of Big Rivers that: 

RESOLVED, that the President, Michael H. Core, the Executive Vice President, Mark A. 
Bailey, or any Vice President of Big Rivers (collectively, the “Officers”) be, and each of them 
hereby is, authorized and directed to execute and deliver on behalf of Big Rivers the PMCC 
Termination Agreement, the Unwind Agreement, the Cost-Share Agreement and the Promissory 
Note, with such amendments or modifications to the forms attached to these minutes as any of the 
Officers deems necessary or desirable, and to negotiate, execute and deliver on behalf of Big Rivers 
such additional documents, agreements and certificates as any of the Officers deems necessary or 
desirable, such approval to be conclusively evidenced by the execution thereof, and each of the 
Officers is hereby authorized and directed to execute and deliver such agreements and to cause Big 
Rivers to perform, or cause to be performed all of its obligations under the above identified 
agreements; 

RESOLVED FURTHER, that the Officers be, and each of them hereby is, authorized and 
directed to take such actions as are necessary, desirable or appropriate in order to obtain, or cause 
Big Rivers to obtain, from the Kentucky Public Service Commission and any and all other persons, 
any and all consents or approvals as are necessary or desirable in connection with the consummation 
of the PMCC Termination Agreement, the Unwind Agreement, the Cost-Share Agreement, the 
Promissory Note, and any other such documents, agreements and certificates; 

1 

RESOLVED FURTHER, that the Officers be, and each of them hereby is, authorized, in the 
name and on behalf of Big Rivers, to make all payments and incur all expenses in connection with 
the consummation of the PMCC Termination Agreement, the Unwind Agreement, the Cost-Share 
Agreement, the Promissory Note, any other such documents, agreements, certificates, and these 
resolutions as such Officer shall determine to be necessary or desirable, such payment to conclusive 
evidence of such determination; 

RESOLVED FURTHER, that all actions previously taken by the Officers in connection with, 
or in preparation for, the consummation of the PMCC Termination Agreement, the Unwind 
Agreement, the Cost-Share Agreement, the Promissory Note, and any other such documents, 
agreements and certificates are hereby ratified, confirmed and approved in all respects; and 

RESOLVED FURTHER, that the Officers be, and each of them hereby is, authorized to 
negotiate, execute and deliver or accept such documents, to attest to and affix the seal of Big Rivers 
thereto, if necessary, and to take any and all further action as may be required on the part of Big 
Rivers or deemed necessary or desirable by any Officer to carry out, give effect to and consummate 
the consummation of the PMCC Termination Agreement, the tJnwind Agreement, the Cost-Share 
Agreement, the Promissory Note, any other such documents, agreements and certificates and the 
purposes and intent of the foregoing resolutions. 

’ \ The motion was unanimously adopted. 
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There being no further business, Director Butler moved, seconded by Director Elliott, 
1 - - -  

I 
I 
I 
I 
I 

that the meeting be adjourned at 6:40 p.m. 

APPROVED: 

\ Chair 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPHONIC SPECIAL BOARD OF DIRECTORS MEETING 

OCTOBER 13,2008 

A telephonic special meeting of the Board of Directors of Big Rivers Electric 

Corporation was held at 6 p.m., CDT, on Monday, October 13,2008. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also 

participating in the call were Mike Core, president and CEO; Mark Bailey, James Haner, David 

Crockett and AI Yockey, Big Rivers' senior management; Kelly Nuckols, president, Jackson 

Purchase Energy Corp.; and Sandy Novick, president, Kenergy Corp. 

Management informed the Board that the bargaining unit labor contract expires at 1159 

p.m., October 14,2008. Management has reached a tentative agreement with the union 

representatives on a four-year contract commencing October 15,2008 and expiring October 14, 

2012. The bargaining unit will vote on the agreement on Tuesday, October 14,2008. 

James Haner reviewed the economics and terms proposed for the new four-year contract, 

a copy of which is attached to these minutes. After answering all questions posed by the Board 

and upon management's recommendation, Director Elder moved, seconded by Director Butler, 

that the tentative agreement reached between Big Rivers and I.B.E.W. Local 170 1 be approved 

as negotiated and presented, and that the president be authorized to execute said agreement. The 

motion was unanimously adopted. 

There being no further business, Director Butler moved, seconded by Director Bearden, 

KWC 1-12 
15 of 491 



, that the meeting be adjourned. The motion was unanimously adopted. 

- 

APPROVED: 
/1 
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BIG RIVERS ELECTRIC CORPORATION 
REGULAR BOARD OF DIRECTORS MEETING 

OCTOBER 17,2008 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CDT, on Friday, October 17,2008, at 201 Third Street, Henderson, 

Kentucky, 42420. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also present were Mike Core, 

presidentlCE0; Jim Miller, corporate counsel; Mark Bailey, Bill Blackbum, James Haner, Travis 

Housley, Mark Hite, David Spainhoward, David Crockett and A1 Yockey, Big Rivers' senior 

management; Bob Berry, 'WXE Reid/Green plant manager; Sandy Novick, president, Kenergy 

Corp.; Kelly Nuckols, president, Jackson Purchase Energy Corp., and Burns Mercer, president, 

Meade County RECC. 
1 

Director Butler gave the invocation. 

Director Butler moved, seconded by Director Elder, that the minutes of the 

September 19,2008, regular board of directors meeting, the September 25,2008, telephonic 

special board of directors meeting, and the October 13,2008, telephonic special board of 

directors meeting be approved. The motion was unanimously adopted. 

After Bill Blackburn presented the August 2008 BudgetlActual Variance Analysis and 

the September 2008 investment report, the board directed that the August 2008 financial 

statements and the September 2008 investment report be filed in the corporate records. 

Mr. Blackburn informed the board of the latest pollution control bond variable auction 

results. 

Mr. Blackbum reviewed an unwind cost report cumulative through 10/15/08. 

There being no unfinished business, the Chair called for new business. 

Director Bearden moved, seconded by Director Elder, that Mark A. Bailey be elected 

president/CEO effective October 17,2008, and that Michael H. Core, who has vacated the 
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position of president/CEO effective October 1 7,2008, be appointed special corporate advisor, 

which shall be a full-time position at his current compensation level, with such duties and 

responsibilities as the board of directors shall designate from time to time, until his retirement 

effective at the end of the day on April 3,2009. The motion was unanimously adopted. 

Director Elliott moved, seconded by Director Butler, that Director Sills represent Big 

Rivers as voting delegate and Director Bearden as alternate at the KAEC annual meeting. The 

motion was unanimously adopted. 

Director Butler moved, seconded by Director Bearden, that Mark Bailey and Larry Elder 

represent Rig Rivers as the 2009 KAEX board members. The motion was unanimously adopted. 

Director Elliott moved, seconded by Director Butler, that Mark Bailey represent Big 

Rivers as delegate and Chair Denton as alternate to the 2008 National Renewables Cooperative 

Organization annual meeting and that Mark Bailey represent Big Rivers as director and Chair 

Denton as alternate director on NRCO's board of directors. The motion was unanimously 

adopted. 

Director Elder moved, seconded by Director Bearden, that Mark Bailey and Chair 

Denton represent Rig Rivers on ACES Power Marketing's Board of Managers and that Bill 

Blackburn serve as alternate. The motion was unanimously adopted. 1. 

After an explanation by management, Director Butler moved, seconded by Director 

Bearden that the following resolution be adopted: 

RESOLVED that executed Form 674 and accompanying board resolution dated June 16, 

2006, be rescinded; and 

RESOLVED that Mark A. Bailey, the president of the corporation, be the certifier on 

behalf of the corparation, who shall be responsible for submitting and certifying to the Rural 

Utilities Service, an agency of the United States Department of Agriculture delivering Rural 

Development Utilities Programs, any and all data required by RDUP Form 674; and 

RESOLVED that Ralph Ashworth, the manager of accounting of the corporation, will 

continue to serve as the security administrator on behalf of the corporation, who shall give access 

to the corporation's data, as appropriate, to other employees, officers, or contractors of the 

corporation, for the purpose of complying with RDUP Form 674; and 

RESOLVED that both shall comply with the instructions for RDUP Form 674 in regard 
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- to use of the government’s data collection system. 

_ _  

I 
The motion was unanimously adopted. 

After an explanation by James Haner, Director Elliott moved, seconded by Director Sills, 

that Mark Hite replace Mike Core as a member of the savings plan and retirement committees 

and the non-qualified deferred compensation administrative committee and as trustee of the 

savings plans. The motion was unanimously adopted. 

After a review and discussion of the Third Amendment to the Termination Agreement at 

the board work session Thursday night, Director Butler moved, seconded by Director Bearden, 

that the officers of the corporation be authorized and directed to execute on behalf of the 

corporation the Third hendment  to the Termination Agreement. The motion was unanimously 

adopted. 

The Chair called for a report from the Expense Review Committee and they informed the 

board they had reviewed the 3rd quarter CEO expenses and Board fees and expenses and found 

no discrepancies. 

After an explanation by Messrs. Bailey and Core, Director Elder moved, seconded by 

Director Sills, that management be authorized to participate in the NRECA “Our Energy/Our 

Future” campaign regarding climate change legislation as recommended by the National G&T 

Managers Association. The motion was unanimously adopted. 

1 

The Chair called for management’s report. Carl Lyon, special advisor to the board, 

joined the meeting by phone. Mr. Bailey provided updates in the unwind transaction regarding 

the recent meeting with E.ON and the smelters regarding their contracts and the status of the 

HMP&L issue. David Spainhoward and corporate counsel reviewed the latest PSC filing and 

other regulatory activities. An informal conference with the PSC is scheduled for Monday, 

October 20. 

Mark Hite reviewed with the board the leveraged lease (Bank of America and Philip 

Morris Capital Corp.) settlements. 

Mr. Haner presented the annual activity report for the Savings Plan and Retirement 

Committees. 

1 1 October 14. 

Mr. Haner advised that the union contract was accepted by the bargaining unit on 

KHJC 1-12 
19 of 491 



~ 

Mr. Blackburn reported on SEPA. 
- 

Mr. Bailey discussed coal issues and the need to begin looking at options Big Rivers will 

have in coal procurement upon closing of the proposed IJnwind Transaction. 

Mr. Bailey advised that plans are to announce the new Rig Rivers' logo before the end of 

the year. 

The Chair called for the legal report. Corporate counsel stated that a written legal report 

had been distributed to the board members for their review prior to the board meeting and 

reported there were no new developments since the date of the written report. 

The following reports were sent to the directors for their information: Outage Report for 

September 2008, Arbitrage Surnmary, Professional Services Report for August 2008, August 

2008 Cash Flow Report, the 2008 Safety Incident Statistics and the Activity Reports for (1) 

Enterprise Risk Management and Strategic Planning, (2)  Financial Services, Infomation 

Technology and Fuels, (3) Special Projects and (4) System Operations. 

There being no further business, Director Butler moved, secanded by Director Bearden, 

that the meeting be adjourned at 10:40 a.m. 

--.. 

I 

_. J 

KIUC 1-12 
20 of 491 



BIG RIVERS ELECTRIC CORPORATION 
REGULAR BOARD OF DIRECTORS MEETING 

NOVEMBER 2 1,2008 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CST, on Friday, November 21,2008, at 201 Third Street, Henderson, 

Kentucky, 42420. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also present were Mark 

Bailey, president/CEO; Mike Core, special corporate advisor; Jim Miller, corporate counsel; Bill 

Blackburn, James Haner, Mark Hite, David Spainhoward, David Crockett and Al Yockey, Big 

Rivers' senior management; Bob Berry, WKE ReidIGreen plant manager; Sandy Novick, 

president, Kenergy Corp.; Kelly Nuckols, president, Jackson Purchase Energy Corp., and Burns 

Mercer, president, Meade County RECC. 

I 

I 
I 
\ 

Al Yockey gave the invocation. 

The Chair deviated from the agenda so that Carl Lyon, special advisor to the board, 

could participate by phone on the unwind-related matters. Mr. Bailey updated the board on 

the recent activities related to the unwind. Corporate counsel and Mr. Lyon addressed the 

patronage capital and other lingering smelter issues. 

Director Elliott moved, seconded by Director Butler, that the board go into executive 

session. The motion was unanimously adopted. 

After reconvening in regular session, Mark Hite made a presentation, a copy of which 

is attached hereto to these minutes, regarding proposed amendments to the bylaws relating to: 

1) current allocation methodology for pre-'ilnwind, 2)  proposed allocation methodology post- 

Unwind, 3) proposed allocation for "Unwind Transaction, '' and 4) proposed allocation for 

"Extraordinary Transactions." The board had no objections to the revisions as proposed and 

management will be requesting formal approval from the board at the appropriate time. 

I 

! 
! 
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Director Butler moved, seconded by Director Elder, that the minutes of the October 17, 

2008, regular board of directors meeting be approved. The motion was unanimously adopted. 

After Bill Blackburn presented the September 2008 BudgeUActual Variance Analysis 

and the October 2008 investment report, the board directed that the September 2008 financial 

statements and the October 2008 investment report be filed in the corporate records. 

Mr. Blackburn reported on the status of the pollution control bonds. 

There being no unfinished business, the Chair called for new business. 

After an explanation by Mr. Blackburn, Director Elder moved, seconded by Director 

Sills, that management be authorized to execute the smelter Tier 3 contracts for 2009 and to file 

these contracts with the Public Service Cornmission. The motion was unanimously adopted. 

After an explanation by Mr. Blackburn, Director Elliott moved, seconded by Director 

Sills, that the GDS Associates, Inc. proposal to prepare the 2009 Load Forecast for Big Rivers 

and its three members be approved. The motion was unanimously adopted. 
- 

I After an explanation by David Crockett, Director Butler moved, seconded by Director 

Elder, that Amendment No. 2 to Work Order No. 903, the design, development, procurement of 

materials, and construction of KU Daviess County E I N  switching station, be approved. The 

motion was unanimously adopted. 

After an explanation by David Crockett, Director Elder moved, seconded by Director 

Elliott, that Work Order No. 929, reconductor 161 kV line 7-D East Coleman Switchyard to 

Newtonville, be approved. The motion was unanimously adopted. 

After an explanation by David Crockett, Director Bearden moved, seconded by Director 

Sills, that management's action in the filing of the following condemnations in the construction 

of Falls of Rough to McDaniels 69 kV transmission line - Grayson and Rreckinridge Counties be 

ratified: Ronald L. and Shearon C. Sarver, Cieg and Carol Van Nuland, W.G.W. Farm, LLC, 

James Havens, M.D. and Patricia A. Havens, et al., Charles L. Lamar, et al., Thomas Vincent 

Spencer, et al., Dorothy South Alvey, Michael and Patricia Boone, Wayne and Regina S. Carrier, 

Carrier Enterprises, LLC, et al., Ryan Vandersyde, et al., Daniel F. and Patricia O'Danoghue, et 

al., Mary Ruth Henning, and Paul F. and Monica Gail Jarboe, et al. The motion was i 
unanimously adopted. i .  
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After an explanation by James Haner, Director Butler moved, seconded by Director Sills, 

that management's recommendation to discontinue the $25 subsidy of health plan cost for 

Medicare-eligible inactive participants, for employees retiring on or after January 1,2009, be 

approved. The motion was unanimously adopted. 

After an explanation by Mr. Blackburn, Director Bearden moved, seconded by Director 

Elder, that the following authorizations for bank account checks/wires/ACHs and lock box 

access be approved effective immediately and to remain in effect until the "unwind" closing 

date: 

1. Old National Bank - General Funds Account No- 

,____ 

I - '  

Old National Bank is authorized to honor checks drawn and signed jointly by any two of 
the following: 
0 

0 C. William Blackburn, 
0 Ralph A. Ashworth, 
0 Paula W. Crowe. 
Old National Bank is also authorized to honor wire transfer instructions from any two of 
these named individuals. 

Mark A. Bailey, president and chief executive officer, 

2. Old National Bank - Payroll Account No.- 

Old National Bank is authorized to honor checks drawn and signed jointly by any two of 
the following: 
0 

0 C. William Blackburn, 
0 Ralph Ashworth. 

Mark A. Bailey, president and chief executive officer, 

3. Any two of the following individuals are authorized to have the right of access and 
control over the corporate lock box - at Old National Bank of Henderson: 
0 C. William Blackburn, 
0 Ralph A. Ashworth, 
0 Paula W. Crowe. 
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4. Any two of the following individuals are authorized to have the right of access and 
control over the payroll and general fbnd lock boxes - a n m t  Old National 

0 Ralph A. Ashworth, 
e David W. Baumgart, 
e Travis A. Siewert, 
0 Donna M. Windhaus. 

~- Bank of Henderson: 

5.  Old National Bank - Bargaining Savings Trust Account No.- and Salaried 
Savings Trust Account No. 

Old National Bank is authorized 
(1) to honor checks drawn and signed jointly by any two of the following: 
0 Mark A. Hite, 

C. William Blackburn, 
0 James V. Haner. 

(2) to honor wire transfer instructions from any two of the following: 
0 C. William Blackburn, 
e Ralph A. Ashworth, 
0 James V. Haner. 

and 

The motion was unanimously adopted. 

Upon management's recommendation, Director Butler moved, seconded by Director 

Bearden, that all Big Rivers' full-time employees receive a Christmas bonus of net $1 00 each. 

The motion was unanimously adopted. 

The Chair called for management's report. Mr. Bailey advised that he, Bill Blackburn, 

Bob Berry and Mark Hite would be meeting with smelter representatives after the board meeting 

at the smelters' request. 

Mr. Crockett reported that the recent SERC audit on operating standards was completed 

and no non-compliance issues were found. Mr. Crockett acknowledged the hard work and 

cooperation of those employees involved in the audit. 

Mr. Crockett presented the Long-Term. Vegetation Management Plan for 2009-20 13. 

Mr. Bailey advised that a right-of-way maintenance supervisor was recently hired. 

Mi.  Bailey discussed alternative methods to meet future cash flow requirements. 

Discussion ensued regarding the timing and requirements for filing for a rate increase. 

Mr. Bailey reported on the NRCO annual meeting he attended last week. 
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~- The Chair called for the legal report. Corporate counsel stated that a written legal report 

had been distributed to the board members for their review prior to the board meeting and 

reported there were no new developments since the date of the written report. 

It was mentioned that an informal conference at the PSC regarding the unwind 

transaction is scheduled for November 25, and the hearing is scheduled for December 2. 

Meetings with the rating agencies are scheduled for December 16 in New York. 

The following reports were sent to the directors for their information: Outage Report for 

October 2008, Arbitrage Summary, Professional Services Report for September 2008, September 

2008 Cash Flow Report, the 2008 Safety Incident Statistics and the Activity Reports for (1) 

Enterprise Risk Management and Strategic Planning, (2) External Relations and Interim 

Production; (3) Financial Services, Information Technology and Fuels, (4) Special Projects and 

(5) System Operations. 

There being no M e r  business, Director Butler moved, seconded by Director Bearden, 

that the meeting be adjourned at 1 1: 10 a.m. 

APP&OW,D : n 

\ Chair 
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BIG RIVERS ELECTRlC CORPORATION 
BOARD OF DIRECTORS EXECUTIVE SESSION MINUTES 

NOVEMBER 21,2008 

The Board of Directors convened in executive session on Friday, November 21,2008. 

Director Butler moved, seconded by Director Elder, that the September 19,2008, minutes be 

approved. The motion was unanimously adopted. 

It was the consensus of the board that executive session be adjourned. 

Sedretary -Treasurer 
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BIG RIVERS ELECTRIC CORPORATION 
REGULAR BOARD OF DIRECTORS MEETING 

DECEMBER 19,2008 

I 

! 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CST, on Friday, December 19,2008, at 201 Third Street, Henderson, 

Kentucky, 42420. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also present were Mark 

Bailey, president/CEO; Jim Miller, corporate counsel; Bill Blackburn, James Haner, Mark Hite, 

David Spainhoward, David Crockett and A1 Yockey, Big Rivers’ senior management; Bob Berry, 

WKE ReidGreen plant manager; Sandy Novick, president, Kenergy Corp.; Kelly Nuckols, 

president, Jackson Purchase Energy Corp., and Bums Mercer, president, Meade County RECC. 

Director Bearden gave the invocation. 

Director Butler moved, seconded by Director Sills, that the minutes of the November 

21, 2008, meeting be approved as presented. The motion was unanimously adopted. 

Bill Blackburn presented the October 2008 financial report, the November 2008 

investment report and the arbitrage report. The board directed that the October 2008 financial 

statements and the November 2008 investment report be filed in the corporate records. 

Chair Denton called for unfinished business, and there being none observed under new 

business that the 2009 Proposed Budget had been reviewed in detail at the previous evening’s 

work session. Director Elder moved, seconded by Director Bearden, that the proposed corporate 

budget for 2009 be approved as presented by management. The motion was unanimously 

adopted. 

Mr. Haner reviewed the status of Big Rivers’ pension plan funding targets under the 

corporate policy, Big Rivers’ plan termination obligations and delivered management’s 

recomrnendation to hnd the plan with $3.5 million. Director Butler moved, seconded by 

Director Elliott, that the board convene in executive session. The motion was unanimously 
i 
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adopted. The board reconvened in regular session. Director Sills moved, seconded by Director 

Elliott, to approve the recommendation of management. The motion was unanimously adopted. ~- 

Mr. Haner reported management’s proposal for renewing existing insurance coverages. 

Director Bearden moved, seconded by Director Butler, that management be authorized to 

implement the plan described. The motion was unanimously adopted. 

Mr. Haner presented management’s recommendation for amendments to the bargaining 

unit retirement and savings plans consistent with the results of the latest collective bargaining 

session. Mr. Bearden moved, seconded by Director Sills, that the recommendation be approved, 

and that management be authorized to amend those plans. The motion was unanimously 

adopted. 

Mr. Bailey, Mr. Miller and Carl Lyon, by telephone, reported on the Public Service 

Commission hearing in the unwind transaction case, the status of the City of Henderson issues 

and the meetings with the ratings agencies. 

Mr. Haner presented the salary survey review results and management’s recammendation 

for the annual adjustment to the corporate salary structure. Director Elder moved, seconded by 

Director Sills, that management’s recommendation be approved. The motion was unanimously 

adopted. 

I 

1 
The Chair asked for nominations for the delegate and alternate delegate to the NRECA 

Annual Meeting. Director Sills moved, seconded by Director Bearden, that Director Butler be 

designated as the delegate, and Director Sills be designated as the alternate delegate to the 

NRECA Annual Meeting. The motion was unanimously adopted. 

Mr. Hite asked that the board authorize the corporation to expense up to an estimated 

$5.4 million in alternative minimum tax previously paid by the corporation. Director Butler 

moved, seconded by Director Elliott, that the request be authorized. The motion was 

unanimously adopted. 

Mr. Miller and Mr. Novick informed the board about the short-term sale of 50 MW made 

by Big Rivers to Kenergy Corp., and by Kenergy Corp. to Century Aluminum. 

Mr. Spainhoward gave the regulatory and legislative activity report. Mr. Berry reported 

on an outage at Station Two, and the maintenance tasks that are being undertaken during the 

outage. I 
1 _I 
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The Chair called for the legal report. Corporate counsel stated that a written legal report 

___ had been distributed to the board members for their review prior to the board meeting and 

reported there were no new developments since the date of the written report that were not 

previously discussed during the meeting. 

By consensus, the board agreed that the January work session and board meeting will be 

held on January 29 and 30, respectively, and that the location of the regular board meeting will 

be at the ReidGreen Station complex. 

The board recognized and expressed its sympathies concerning the passing of Orrin 

Long, who had served with distinction as a director of Henderson-Union RECC and Kenergy 

Corp. 

Director Elliott moved, seconded by Director Butler, that the Chair be authorized to 

negotiate and resolve on behalf of the board the salary adjustment for 2009 for the President and 

CEO. 

The meeting adjourned by consensus at 10: 15 a.m. 

, 

n APPROYED: 
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BIG RIVERS ELECTRIC CORPORATION 
BOARD OF DIRECTORS EXECUTIVE SESSION MINUTES 

DECEMBER 19,2008 

The Board of Directors convened in executive session on Friday, December 19,2008. 

Director Butler moved, seconded by Director Bearden, that the November 21, 2008, minutes be 

approved. The motion was unanimously adapted. 

Director Elder moved, seconded by Director Sills, to adjourn the executive session and return to 

the regular session of the board meeting. The motion was unanimously adopted. 

Sdcretar$Treasu;er 

APPROVED3 

Chair \ 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPI-IONTC REGULAR BOARD OF DIRECTORS MEETING 

JANUARY 30,2009 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

held telephonically and called to order at 8 a.m., CST, on Friday, January 30,2009. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also 

participating in the call were Mark Bailey, presidentKE0; Jim Miller, corporate counsel; Bill 

Blackburn, James Haner, Mark Hite, David Spainhoward, David Crockett and A1 Yockey, Big 

Rivers' senior management; Bob Berry, WKE ReidGreen plant manager; Sandy Novick, 

president, Kenergy Corp.; Kelly Nuckols, president, Jackson Purchase Energy Corp., and Burns 

Mercer, president, Meade County RECC. 

The meeting was held telephonically because of inclement weather and therefore, by 

consensus, the board agreed to deviate from the order of business stated in the written agenda 

provided prior to the meeting. 

After a discussion on which directors would be attending the NRECA annual meeting, 

Director Elder moved, seconded by Director Bearden, that Director Butler represent Big Rivers 

as the voting delegate and Director Sills the alternate voting delegate to the CFC annual meeting 

and the NRTC annual meeting. The motion was unanimously adopted. 

After an explanation by Mark Bailey and corporate counsel, Director Butler moved, 

seconded by Director Elliott, that management be authorized to file with the Public Service 

Commission Big Rivers' intent to file a notice of a general adjustment in its rates. The motion 

was unanimously adopted. 

Director Bearden moved, seconded by Director Sills, that management be authorized to 

revise the 2009 budget up to $100,000 over the budgeted amount for the utilization of outside 

professionals on the proposed 2009 rate adjustment filing, with board approval being required [ 
I 

! 
I should it be necessary to exceed that amount. The motion was unanimously adopted. 
I 
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After an explanation by Mr. Bailey and Mark Hite, Director Bearden moved, seconded 

by Director Elder, that the following resolutions be approved: 
~ 

rnSOLVED, that the Cooperative is hereby authorized: to obtain a master letter of credit 

facility with National Rural Utilities Cooperative Finance Corporation (CFC), in accordance 

with the terms and conditions of a Letter of Credit Application and Agreement substantially in 

the form submitted to this meeting (the "Letter of Credit Agreement"); to request CFC to issue 

letters of credit thereunder to such Beneficiaries as management shall detemine from time to 

time, up to an aggregate principal amount not to exceed Fifteen Million Dollars ($15,000,000); 

and to maintain such facility outstanding for a term expiring on February 28,2010. 

RE?SOLVI2D, that each of the following Officers be and hereby is authorized to enter 

into, execute and deliver, in the name and on behalf of the Cooperative, the Letter of Credit 

Agreement; to modify the terms of said Agreement (except as to the amount and term authorized 

herein); and to execute and to deliver such further documents and to do all other things as may 

be necessary or appropriate in order to comply with CFC requirements and to give effect to the 

purposes and intent of the foregoing resolutions: Mark A. Bailey, president. 

The motion was unanimously adopted. 

Mark Hite reported on the refinancing of the $83.3 million pollution control bonds. 

After an explanation by David Crockett and as required by the Federal Emergency 

Management Agency, Director Butler moved, seconded by Director Sills, that the following 

resolution be approved: 

BE IT RESOLVED BY the Board of Directors of Big Rivers Electric Corporation that 

Brian Catron, lines and warehouse supervisor, is hereby authorized to execute for and in behalf 

of Big Rivers Electric Corporation, a public entity established under the laws of the 

Commonwealth of Kentucky, this application and to file in the appropriate state office for the 

purpose of obtaining certain federal financial assistance under the Disaster Relief Act (Public 

Law 288,93rd Congress) or otherwise available fkom the President's Disaster Relief Fund. 

BE IT RESOLVED that Big Rivers Electric Corporation, a public entity established 

under the laws of the Commonwealth of Kentucky, hereby authorizes its agent to provide to the 

state and to the Federal Emergency Management Agency (FEMA) for all matters pertaining to 

such federal disaster assistance the assurances and agreements printed on the reverse side hereof. 
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The motion was unanimously adopted. 

After an explanation by David Spainhoward, Director Sills moved, seconded by Director 
~ 

Elliott, that Mark Bailey, president, be authorized to approve the Equality Mine Service Retail 

, 

Service Contract, and to execute and seek appropriate regulatory and other approvals for a 

supporting wholesale power contract revision as described to the Board, with such additions and 

changes as management deems appropriate and consistent with the Corporation's usual practice 

in such matters. The motion was unanimously adopted. 

After an explanation by Mr. Crockett, Director Elder moved, seconded by Director 

Butler, that Work Order No. 941, the design, procurement of materials and construction required 

for the modification of a portion of 69 kV line 5-By be approved. The motion was unanimously 

approved. It was noted that the actual cost of this project will be hlly reimbursed by the 

Kentucky Transportation Cabinet. 

After a discussion regarding the 2008 incentive pay award, Director Elliott moved, 

seconded by Director Sills, that this item be tabled until the February board meeting. The 

motion was unanimously adopted. 

As requested at the last board meeting, Mark Hire elaborated on the alternative minimum 

taxhcome taxes as relates to Big Rivers. Upon management's recommendation, Director Butler 

moved, seconded by Director Sills, that management be authorized to make a journal entry in 

December 2008, debiting Income Tax Expense for $5,933,923 and crediting Deferred Tax Asset 

for the same mount, noting that this accounting is required by GAAP and has no impact on 

cash. The motion was unanimously adopted. 

After an explanation by Bill Blackburn, Director Sills moved, seconded by Director 

Elder, that the 2009 Load Forecast Work Plan be approved and management be authorized to 

submit it to the Rural Utilities Service. The motion was unanimously adopted. 

The Expense Review Cornittee (Directors Bearden and Elder) infoqned the board they 

had reviewed the 4th quarter CEO expenses and Board fees and expenses and found no 

discrepancies other than there was a question about duplicate charges for the CEO which 

management was to follow up on and report back to the board. 

The Chair appointed Directors Denton and Elliott as the Expense Review Committee for 

2009. 
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In reviewing the status of the unwind transaction, management reported, among other 
I-- 

things, (1) that an order has not been received from the PSC and is not likely to be received until 

after February 5, (2) on activity with the rating agencies, and (3) W-j 
~ 

4-4 Carl Lyon, special counsel to the board, joined the meeting by phone 

and provided an update on RUS. Corporate counsel reporteda-) 

Mr. Crockett gave a brief outage restoration report on the ice storm and was asked to 

keep the board updated by Written reports. 

Director Bearden moved, seconded by Director Butler, that the minutes of the 

December 19,2008, meeting be approved. The motion was unanimously adopted. 

The following reports were sent to the directors for their information: Outage Report for 

December 2008, Arbitrage Summary, Professional Services Report for November 2008, 

November 2008 Cash Flow Report, the 2008 Safety Incident Statistics and the Activity Reports 

for (1) Enterprise Risk Management and Strategic Planning, (2) External Relations and Interim 

Production; (3) Financial Services, Information Technology, Fuels, Power Supply and Power 

Resources (4) Special Projects and (5) System Operations. I’ Director Butler moved, seconded by Director Sills, that the board go into executive 

session. 

After reconvening in regular session, and there being no further business, the meeting 

was adjourned by consensus at 9:45 a.m. 

X&& Se retary easurer 
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BIG RIVERS ELECTRIC CORPORATION 
BOARD OF DIRECTORS TELEPHONIC 

EXECUTIVE SESSION MINUTES 
JANlJARY 30,2009 

The Board of Directors convened in executive session on Friday, January 30,2009. 

It was a consensus of the board to adjourn the executive session and return to the regular session 

of the board meeting. The motion was unanimously adopted. 

d b k  h 
Sedretary -Tkeasurer 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPHONIC SPECIAL BOARD OF DIRECTORS MEETING 

FEBRUARY 2,2009 

A telephonic special meeting of the Board of Directors of Big Rivers Electric Corporation 

was held at 6 p.m., CDT, on Monday, February 2,2009. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also 

participating in the call were Mark Bailey, president and CEO; Bill Blackburn, Vice President of 

Financial Services/CFO; Burns Mercer, president, Meade County RECC; and Kelly Nuckols, 

president, Jackson Purchase Energy Corp. 

The directors discussed the progress of service restoration following the January 26/27 ice 

storm. 

After an explanation by Mark Bailey and Bill Blackburn, the directors discussed the 

employee incentive plan. No action was taken. 

There being no further business, the meeting was adjourned by consensus. 

APTROVED: /7 

\ Chair 
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BIG RIVERS ELECTRIC CORPORATION 
REGULAR BOARD OF DIRECTORS MEETING 

FEBRUARY 20,2009 

The regular meeting of the Board of Directors of Big Rivers Electric Corporation was 

called to order at 8 a.m., CST, on Friday, February 20,2009, at the Reid/Green Power Plant, 

Robards, Kentucky 42452. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors were 

present: Messrs. Denton, Elder, Bearden, Butler and Elliott. Absent was Director Sills. Also 

present were Mark Bailey, president/CEO; Jim Miller, corporate counsel; Rill Blackburn, James 

Haner, Mark Hite, David Spainhoward, David Crockett, Travis Housley and A1 Yockey, Big 

Rivers' senior management; Bob Berry, WKE Reid/Green plant manager; Sandy Novick, 

president, Kenergy Corp.; Kelly Nuckols, president, Jackson Purchase Energy Corp., and Burns 

Mercer, president, Meade County RECC. 

Director Butler gave the invocation. 

The fallowing items were discussed at the board work session held on Thursday, 

February 19,2009: (1) Bill Blackburn presented the December 2008 BudgeVActual Variance 

Analysis and the January 2009 investment report, which the board directed be filed in the 

corporate records, (2) management reported on the status of the unwind transaction, (3) 

management reviewed the 2009 incentive pay goals in the status quo transaction, (3) Bill 

Blackburn presented a Fuel Update which included a market overview, pending contract 

assignment, inventory position/ recommendation, solid fuel position repodhedge plan, and 

hedge plan recommendations, and (4) management and corporate counsel reported on the East 

Kentucky Power management audit. 

Director Bearden moved, seconded by Director Elliott, that the minutes of the January 30, 

2009, telephonic regular board of directors meeting be approved. The motion was unanimously 

adopted. 
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~ 
The Chair called for new business. Director Butler moved, seconded by Director Elder, 

that the 2008 employee incentive pay award, a copy of which is attached to these minutes, be 

approved and ratified as recommended during the telephonic February 2,2009, special board 

meeting. The motion was unanimously adopted. 

After an explanation by Mark Hite reviewing the status quo rate case, Director Elder 

moved, seconded by Director Butler, that management be authorized to file the status quo rate 

case with the Public Service Commission on March 2,2009. The motion was unanimously 

adopted. 

After an explanation by Mr. Hite of the CFC emergency line of credit agreement, director 

Bearden moved, seconded by Director Elder that the following resolutions be adopted: 

RESOLVED, that the Cooperative establish a line of credit and authorize borrowing fkom 

national Rural Utilities Cooperative Finance Corporation (“CFC”) in an amount which shall not 

at any one time exceed $2,500,000.00 (the “Line of Credit Amount”), for a term of twenty-four 

(24) months, subject to the provisions of the Line of Credit Agreement substantially in the form 

submitted to this meeting (the ‘‘Line of Credit Agreement”); and, 

RESOLVED, that the individuals listed below are hereby authorized to execute and to 

deliver to CFC the Line of Credit Agreement. 

RESOLVED, that each of the following individuals is hereby authorized in the name and 

on behalf of the Cooperative to execute and to deliver all such other documents and instruments 

as may be necessary or appropriate, to make all payments, to execute any future amendments to 

said Line of Credit Agreement as such individual may deem appropriate within the Line of Credit 

Amount so authorized and to do all such other acts as in the opinion of such authorized 

individual acting may be necessary or appropriate in order to carry out the purposes and intent of 

the foregoing resolutions: President & CEO Mark A. Bailey. 

The motion was unanimously adopted. 

After an explanation by Mr. Hite, Director Elliott moved, seconded by Director Elder, 

that management be authorized to add up to $100,000 to the 2009 budget approved on January 

30,2009, if required in the opinion of management, for the utilization of outside professionals to 

KIUC 1-12 
38 of 491 



assist with the preparation of the proposed 2009 rate adjustment filing. The motion was 

unanimously approved. It was noted that there is a possibility that additional hnds might be 

required and management will request approval Erom the board if deemed necessary. 
__ 

Mr. Blackburn advised that a meeting was held on February 18 and 19 with ACES and 

LEM to discuss the generation dispatch services that ACES Power Marketing would provide for 

Big Rivers and the agreements that would need to be executed upon the unwind closing. 

After an explanation by A1 Yockey of the proposed changes to the Conflict of Interest 

Policy for Big Rivers’ Employees and the Conflict of Interest Questionnaire, Director Bearden 

moved, seconded by Director Butler, that the proposed changes in the policy and questionnaire 

be approved as recommended. The motion was unanimously adopted. 

Director Bearden moved, seconded by Director Butler, that the Board of Directors ratify 

its appointment on August 14, 1998, of Paula Mitchell as executive secretary of the corporation, 

and the designation of duties of the executive secretary as specified in the letter dated August 14, 

1998, from Johnny Hamm, Secretary, to Paula Mitchell, a copy of which is attached to these 

minutes. The motion was unanimously adopted. 

After an explanation by James Haner, Director Elliott moved, seconded by Director 

Butler, that the revisions to the Procurement of Property and Casualty Insurance Policy be 

approved as recommended. The motion was unanimously adopted. 

After an explanation by David Spainhoward, Director Elder moved, seconded by Director 

Elliott, that management be authorized to negotiate and execute a wholesale contract with 

Kenergy related to its proposed retail service to Southwire Rod & Cable upon terms that 

management deems appropriate and in the best interest of the Corporation, to take effect upon the 

close of the unwind transaction and to seek all consents and approvals required in connection 

with that contract. The motion was unanimously adopted. 

After an explanation by David Crockett, Director Elder moved, seconded by Director 

Butler, that Work Order No. 942, Armstrong Equality Mine 69 kV service utilizing Kentucky 

Utilities 69 kV transmission facilities in southwestern Ohio County, be approved. The motion 

was unanimously adopted. 

After an explanation by Mr. Crockett, Director Bearden moved, seconded by Director 
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Elliott, that Work Order No. 943, replacement of the Crider microwave tower and antennas, be 

approved. The motion was unanimously adopted. , 

Director Elliott moved, seconded by Director Elder, that the 2009 incentive pay goals, a 

copy of which is attached to these minutes, be approved as recommended by management during 

the work session on February 19. The motion was unanimously adopted. 

[Jpon the recommendation presented by management during the work session on 

February 19, Director Bearden moved, seconded by Director Elder, that management be 

authorized to continue negotiations with- for a new five-year coal supply 

contract and that the generation burn forecast in its entirety (smelter, non smelter, and off-system 

sales burn forecast) be considered in the “Solid Fuel Burn Forecast and Procurement Plan” and 

measured as such against the Corporate Hedge Policy. The motion was unanimously adopted. 

Upon the recommendation presented by management during the work session on 

February 19, Director Butler moved, seconded by Director Elliott, that for the interim period (the 

time period after the unwind transaction closing and lease termination and prior to evaluation, 

computer modeling, and further recommendation of inventory levels for Big Rivers’ generating 

stations), inventory levels at the individual plants should not be less than 30 days forecasted 

average burn nor exceed 60 days of inventory on a system-wide basis. The motion was 

unanimously adopted. 

The Chair called for management’s report. Bob Berry provided a detailed summary of 

the December 22,2008, TVA ash spill at its Kingston Power Plant and described the ash 

handling processes at the Big Rivers power plants. He also reviewed the operational differences 

between Big Rivers and TVA. 

Mr. Bailey reported on a NRECA Global Climate Change meeting he and David 

Spainhoward attended in January. 

Mr. Spainhoward updated the board on the 1egislativehegulatoIy activities. 

Mr. Bailey informed the board that a meeting was held in midJanuary w i t h e  

\-I officials to discuss possible ways the two utilities could work together. 

The Chair called for the legal report. Corporate counsel stated that a written legal report 

had been distributed to the board members for their review prior to the board meeting and 

I 
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reported there were no new developments since the date of the written report. Corporate counsel 

did inform the board that Tyson Kamuf and Mark Starnes were made shareholders in his firm 
effective January 1, 2009. 

__ 

The following reports were sent to the directors for their information: Arbitrage 

Summary, Professional Services Report for December 2008, December 2008 Cash Flow Report, 

the 2009 Safety Incident Statistics and the Activity Reports for (1) Administrative Services, (2) 

Enterprise Risk Management and Strategic Planning, (3) Financial Services, Infarmation 

Technology, Fuels, and Power Resources, (4) Special Projects, and (5) System Operations. 

It was the consensus of the board to go into executive session. 

After reconvening in regular session, and there being no further business, the meeting was 

adjourned by consensus at 11:30 a.m. 

1 

Sedretaxy Treasurer 

L Chair 
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August 14, 1998 

.Mrs, Pat110 Mitchell 
Executive Secretary 
Big Rivers Electric Corpnmim 
P. 0, Box 24 
Hcndersnn, KY 424 19-0024 

Dmr Paula: 

As S e c ~ h r y  of the carpnmtion, aird pursuant ro rha authority graiited ra me by Anicle W, 
Section 1'. OF tlze bylaws of the carpomion, I fiereby assign to you, as Executive Se~remry, the 
falliowing duties md powers: 

Z I The Exccutbe Secretary shafi have principal responsibility far preparing and 
maintaining the minutes of the meerings af the Board af Directors of the carpomtion. 

... 3 The Ercecutive Secretary shall share with the Swrewy the: authoriry to certify excexp1s: 
from ZIBC minutes of rhe meetings of the Board of Direcrors of the corporation. 

3. Tilt: Executive Secretary shalt share with the Secretary the authority and responsibiE6ty 
to see rha$ all notices are duly given in accordance with the bylaws, or as rcqtiirtxl by 
1W. 

Sincerely, 

BIG RIVERS ELECTRIC CORPORATION 
/", 



BIG RIVERS ELECTRIC CORI'ORATION 
BOARD OF DIRECTORS EXECUTIVE SESSION MINUTES 

FEBRUARY 20,2009 

The Board of Directors convened in executive session on Friday, February 20,2009. 

Director Elliott moved, seconded by Director Butler, that the December 19,2008, and January 30, 

2009 minutes be approved. The motion was unanimously adopted. 

It was the consensus of the board to adjourn the executive session and return to the regular 

session of the board meeting. The motion was unanimously adopted. 

S e d t  ary -TreasGer 

Chair \ 
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BIG RIVERS ELECTRIC CORPORATION 
TELEPHONIC SPECIAL BOARD OF DIRECTORS MEETING 

MARCH 10,2009 

A telephonic special meeting of the Board of Directors of Big Rivers Electric Corporation 

was held at 7 p.m., CDT, on Tuesday, March 10,2009. 

Bill Denton, Chair, presided and Lee Bearden, Secretary-Treasurer, acted as Secretary of 

the meeting. 

Upon calling the roll, the Secretary-Treasurer reported that the following directors 

participated in the call: Messrs. Denton, Sills, Elder, Bearden, Butler and Elliott. Also 

participating in the call were Mark Bailey, president and CEO; Bill Blackburn, vice president of 

financial services/CFO; David Spainhaward, vice president of external relations; Jim Miller, 

corporate counsel; Kelly Nuckols, president, Jackson Purchase Energy Corp.; and Sandy Novick, 

president, Kenergy Corp. 

Mark Bailey reviewed with the board the Public Service Commission order received 

March 6,2009, regarding the unwind transaction. After an explanation and discussion, Director 

Elder moved, seconded by Director Elliott, that the president be authorized, on behalf of the 

corporation, to notify the Public Service Commission that the corporation accepts the 

commitments set forth in Appendix A to the March 6,2009 order of the Public Service 

Commission in the proceeding on the Unwind Transaction. The motion was unanimously 

adopted. 

Management updated the board on other matters including issues related to the Unwind 

Transaction and the status quo rate case. 
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There being no further business, the meeting was adjourned by consensus. 

Sdretary Tpkasurer 

n APPROVED: 
I 

Chair t 
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Big Rivers Electric 
Investment Summary 
9/30/2008 

Average 
Balance Interest Rate Ratinqs Liquidity 

Fidelity MM Government Portfolio 44,933,666.79 2.264% Gov Daily 

122,700.00 3.872% A-14- Weekly Fifth Third Floaters 

Cash Investment Bal. 09/30/08 45,056,366.79 

KRJC 1-12 
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Big Rivers Electric 
Investment Summary 
8/31/2008 

Average 
Balance Interest Rate Ratinqs Liauidity 

Fidelity MM Government Portfolio 134,320,507.09 2.199% Gov Daily 

14,467,950.00 3.350% A-I + Weekly Fifth Third Floaters 

Cash Investment Bat. 08/31/08 148,788,457.09 
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Big Rivers Eiectric 
Investment Summary 
7/31/2008 

Average 
Balance Interest Rate Ratings Liauiditv 

Fidelity MM Government Portfolio 130,655,019.34 2.184% Gov Daily 

Fifth Third Floaters 14,590,2S0.00 3.253% A-I i- Weekly 

Cash Investment Bal. 07/31/08 145,245,269.34 

Knrc 1-12 
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c 

Big Rivers Electric 
Investment Summary 
10/31/2008 

Average 
Balance Interest Rate Ratinqs Liquidity 

Fidelity MM Government Portfolio 31,938,312.80 1.839% Gov Daily 

Fifth Third Floaters 0.00 5.001 % A-I + Weekly 

Cash Investment Bal. 10131108 *,. 34 ,938,3S2.801 
fi&w- 
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Big Rivers Electric 
Investment Summary 
2/28/2009 

Average 
Balance Interest Rate Ratings Liauidity 

Fidelity MM Government Portfolio 33,849,113.98 0.650% Gov Daily 

Cash Investment Bal. 2/28/09 33,849,113.98 
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Big Rivers Electric 
Investment Summary 
1/31/2009 

Average 
Balance Interest Rate Ratinqs Liauidity 

Fidelity MM Government Portfolio 26,010,654.30 0.826% Gov Daily 

Cash Investment Bal. 1/31/09 26,010,654.30 

KIUC 1-12 
170 of 491 
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Big Rivers Electric 
Investment Summary 
12/3112008 - 

Average 
Balance Interest Rate Ratings Liquiditv 

Fidelity MM Government Portfolio 38,423,956.90 I .I 89% Gov Daily 

Cash investment Bal. 12/31/08 38,423,956.90 

KIUC 1-12 
172 of491 
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- -  

Big Rivers Electric 
Investment Summary 
11/30/2008 

Averagg 
Balance interest Rate Ratings Lipuidity 

Fidelity MM Government Portfolio 34,939,746.47 +I .567% Gov Daily 

Cash investment Bal. 11130108 34,939,746.47 
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BIG RIVERS ELECTRIC CORPORATION 
2009 BUDGET 

NOTES TO STATEMENT OF REVENUES AND EXPENSES 
(Dollars in Thousands) 

GENERAL ASSIJMPTIONS - (1) 3.0% inflation for material, supplies and services, (2) 3.5% annual 
increase for bargaining personnel, and (3) 3.5% annual increase for salaried personnel. 
ELECTRIC ENERGY REVENUES -- Member sales forecast was arrived at through coordination with 
the Member Distribution Cooperatives and is based on the 2007 Load Forecast (see page B-4). 
Member revenue is based on rates approved by Order of the PSC in Case No. 97-204. 
ELECTRIC ENERGY REVENUES -- Arbitrage energy sales are forecasted at 1,323,480 MWh of 
Tier 3 sales to AlcadCentury, no pre-scheduled sales, and 36 1,5 15 MWh of day ahead and hourly 
sales with average revenue of $47.96/MWh. Arbitrage revenue reflects total gross revenue from 
arbitrage sales and the Domtar Cogeneration Backup Agreement. Big Rivers’ transmission, meter data 
retrieval costs and APM/PJM/CFC/ICE fees are included as “OPERATION EXPENSE -OTHER 
POWER SUPPLY” and the 100 MW TVA transmission reservation is included as “OPERATION 

INCOME FROM LEASED PROPERTY-NET - Lease revenue reflects Generally Accepted 
Accounting Principles (GAAP) that requires the minimum lease rentals to be recorded on a straight- 
line basis if the periodic obligations are roughly equivalent. Accordingly, through 2010, the tern of 
the Century contract, the minimum lease rentals include the Initial Rental Payment, Base Rental 
Payment, Closing Enhancement Payment, Smelter Margin Payment (which excludes Tier 3 
Transmission), $89/month for 55 Months Payment, and Personal Property Credit. Lease income based 
on the aforementioned G A M  requirement is budgeted at $52,332 annually through 2010. The WKEC 
contribution for Capital Assets amortized to income is $7,025. Smelter Tier 3 Transmission payable to 
LEM in the amount of $658 offsets lease revenue. 
INCOME FROM LEASED PROPERTY-NET - RUS Bulletin 1767B-1 requires expenses on leased 
electric plant be netted against the revenue received therehm. The budget includes the following 
expenses associated with leased electric plant: Depreciation/Amortization of leased assets - $27,626; 
Amortization of the LEM Settlement Note and Marketing Payment over the life of the lease .” $1,004; 
and Incremental O&M 41,058. 
OTHER OPERATING REVENUE AND INCOME - Transmission revenue budgeted consists of the 
following: LEM’s minimum requirement - $5,000; transmission from arbitrage sales - $7,457; smelter 
Tier 3 transmission (includes excess reactive power) - $2,483; Domtar Cogeneration Backup 
transmission - $398; and other transmission (includes wheeIing of HMP&L’s SEPA purchases) - $42. 
Revenue from ancillary service agreements with the LG&E Parties consists of lease fees for two 
microwave channels - $2 (WKEC payments for Transmission/ Communication Support services are 
reflected as offsets to transmission expenses). Revenue &om the SIPC facilities agreement - $24. 
Revenue from HMP&L Station Two agreements for A&G Reimbursement - $165. Big Rivers’ share 
of income from pasture rental and crops grown on property at Wilson site and Breckinridge County CT 
site and other miscellaneous revenue - $7. 
OPERATION EXPENSE-OTHER POWER SUPPLY - Power purchased from LEM, SEPA and 
others (market power purchases) to meet member and arbitrage sales requirements: LBM - $98,416 
(4,832,808 MWh @ $20.364NWh); SEPA - $5,934 (221,205 MWh @ $26.825/MWh); Domtar Green 
Power - $482 (8,760 MWh @ $55.0O/MWh); market power purchases - $8,481 (94,000 MWh @ 
$90.222.00/MWh); and Domtar Cogeneration Backup power fixed reservation fee payable to Reliant is 
$1,079. In addition, OTHER POWER SUPPLY includes: LEM generation based ancillary services 
(net of smelter payments for such services) - $0; Big Rivers’ transmission reserved for arbitrage 
transactions - $7,457; APM/PJM/CFCACE fees incurred as a result of arbitrage - $1,353; and meter 
data retrieval costs - $69. 
OPERATION EXPENSE-TRANSMISSION - See page B-5. 

Marketing, environmental/health and safety expenses incurred for services provided to Member 
Cooperatives. 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL - See page B-6. 

EXPENSE - TRANSMISSION.” 

CONSUMER SERVICE & INFORMATIONAL EXPENSE / OPERATION EXPENSE-SALES - 
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MAINTENANCE EXPENSE-TRANSMISSION - See page B-5. 
MAINTENANCE EXPENSE-GENERAL PLANT - Maintenance costs incurred for structures and 
improvements (includes headquarters, fourth street warehouse and parking lots), office furniture and 
equipment, general use communication equipment, and miscellaneous general plant equipment. 
DEPRECIATION & AMORTIZATION EXPENSE - Depreciation expense for transmission and 
general plant assets - $5,786. Depreciation and amortization on generation assets is included as an 
offset to INCOME FROM LEASED PROPERTY (see note above). 
TAXES - RUS Bulletin 1767B-1 requires that taxes on leased electric plant be reflected in the 
appropriate RUS tax account. Taxes consist of Big Rivers’ 70% share of the property taxes on leased 
electric plant $1,105. All other taxes are charged to the appropriate functional account as required by 
RUS Bulletin 1767B- 1. 
WTEREST ON LONG-TERM DEBT - Interest expense on long-term debt includes the following: 
New RUS Note - $43,241; RtJS ARVP Note - $6,721; Pollution Control Bonds - $10,261; 
RemarketingBroker fees - $334; AMBAC premium - $421; Dexia Credit Local liquidity fee - $290; 
LEM Settlement Note - $1,231; and PMCC promissory - $1,008. 
INTEREST CHARGED TO CONSTRUCTION CREDIT - Interest capitalized on construction 
projects totaling $250,000 or more. 
OTHER INTEREST EXPENSE - Interest accrued on customer deposits received pursuant to sections 
17.3 and 29.2 of the Open Access Transmission Tariff (OATT) - $7. 
OTHER DEDUCTIONS - Other deductions consist of the following: Amortization of the Defeased 
SaleLeaseback Net Loss from Buyout - $4,000; Amortization of the P.C. Bond Refunding Expense -- 
$1 85; Donations -- $89; and Miscellaneous -- $2. 
INTEREST INCOME - Interest income reflects the following: Income resulting from the investment 
of available cash -- $282; and interest earned on the TVA transmission reservation deposit -- $10. 
OTHER CAPITAL CREDITS & PATRONAGE DIVIDENDS - CoBank patronage allocation -_ $547. 
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Summary of Professional Fees -- 2089 Budget 

VENDOWSERVICES $ 
__-_-l_l-__l_l---_-l_--- -------- 
ADMINISTRATIVE SERVICES: 

Mercerllnvestment ManagerlOhio Valley 202,000 
Fidelity 
Mercer 
LegaVConsulting Services 
Auditing Services 
LegallConsulting Services 

FINANCE: 
LegallConsulting Services 
I/S Consulting Services 
Deloitte & Touche 
Delaitte & Touche 
Consulting Services 
IlS Consulting Services 
Deloitte & Touche 
I/S Consulting Services 
Consulting Services 

EXTERNAL RELATIONS: 
Consulting Services 
Environmental Services 
Engineering Services 
EngineeringlConsulting Services 
Legal Services 
Consulting Services 
Legal Services 
Legal Services 
Legal Services 
Legal Services 
Legal Services 

MARKETING: 
ConsultanVProfessional Services 
Consultant/ Professional Services 
ConsultantlProfessional Services 
ConsultanVProfessional Services 
Consultant/Professional Services 

POWER SUPPLY: 
Consulting Services 
Consulting Services 
Legal Services 
Consulting Services 
Consulting Services 

PRESIDENT & CEO: 
Legal Services 

SYSTEM OPERATIONS: 
LegallConsulting Services 
LegailConsulting Services 
LegallConsulting Services 

40,000 
24,000 
17,000 
14,000 
2,000 

231,530 
185,000 
155,000 
55,000 
40,000 
20,000 
20,000 
10,000 
2,000 

300,000 
200,000 
150,000 
120,000 
54,000 
30,000 
24,000 
24,000 
12,000 
6,000 
6,000 

80,000 
50,000 
40,000 
21,000 
16,000 

148,320 
72,000 
61,800 
48,000 
15,000 

222,720 

80,000 
30,000 
18,000 

Total Professional Fees 2,846,370 

PROJECT DESCRIPTION 

Pension Plans 
401 WSavings Plans 
Post-Retirement Medical Valuation 
Other Salary & Benefit Matters 
Savings Plan Audit 
EEO Consultant 

Rate Case 
Cyber Security Audits & Compliance (BREC & Members) 
Financial Statement Audit 
Income Tax Return Preparation 
EMS Programming Support 
Programming Support for Members 
GAAP and Tax issues 
Wireless Support (Firewalls, Networks, etc.) 
Continuing Disclosure Statement (Series 2001 PC Bonds) 

Annual Review Reports 
Carbon Dioxide Sequestration Study (UK) 
Baseline Technical Audit (Power Plants) 
Litigation Maint Issues-Maj Eq Status Updates 
WKE/LG&E Oversight & Contract Matters 
Government Relations 
Miscellaneous 
Miscellaneous Regulatory Filings 
CAlRlCAMR Compliance Plan Assistance 
Merchant Generation 
General Environmental Matters 

Residential Attitudelopinion Surveys (Co-ops) 
Energy Efficiency Consulting 
C&l Attitude and Opinion Survey (Co-ops) 
School Program-Making Accidents Disappear 
Consumer Transaction Surveys (Co-ops) 

Integrated Resource Planning (IRP) 
Load Forecast 
Legal Services 
Engineering Services & Software Selection 
ltron Software Update 

General Corporate Matters 

Standards Gap Testing-NERC Compliance 
FE RClRTQlThoroug hbredlMl SO Matters 
Miscellaneous Transmission & Real Estate Matters 
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January 30,2009 
~ 

Rural IJtilities Service 
United States Department of Agriculture 
1400 Independence Avenue, S.W. 
Room 4051 
Washington, D.C. 20250-1 500 
Attention: Administrator 

Subject: Kentucky 62 - Big Rivers Electric Corporation 
Notice of Intent to Increase Rates 

Dear : 

Pursuant to Section 4.3 of the New RUS Agreement dated as of July 15, 1998, between 
Big Rivers Electric Corporation and the United States of America, Big Rivers gives 
notice that it intends to implement a change in its general rate structure effective April 1 , 
2009. Big Rivers’ current rates and the anticipated proposed rates are shown in 
comparative form on the table attached to this letter. Based upon historical system usage, 
Big Rivers anticipates that the proposed rate increase will generate an addition 
$ annually. The purpose of the proposed rate increase is to generate cash to 
cover Big Rivers’ anticipated operating costs. This rate increase proposal will be 
presented in a filing with the Kentucky Public Service Commission made on or about 
February 27,2009. 

Sincerely yours, 

Mark A. Bailey 
President and CEO 

cc: 

Rural Utilities Service 
United States Department of Agriculture 
1400 Independence Avenue, S.W. 
Room 1568 
Washington, D.C. 20250-1 500 
Attention: Power Supply Division 

[Administrator’s fax: 202-720-1 725; Power Supply Division fax: 202-720- 1401, both 
per Loan Contract] 
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1. INTRODUCTION 

Big Rivers Electric Corporation is a generation and transmission cooperative 
headquartered in Henderson, Kentucky. Big Rivers provides the electrical needs of three 
member cooperatives, which in turn sell electricity to approximately 1 1 1,000 consumers in 
twenty-two western Kentucky counties. These distribution cooperatives are: 

Kenergy Corp 
Jackson Purchase Energy Corporation 

Meade County Rural Electric Cooperative Corporation 

This construction work plan identifies transmission system improvements required to 
continue satisfactory and reliable service to Big Rivers' member systems. Four separate 
areas of study or analysis are included: (1) transmission system, (2) reliability analysis, (3) 
distribution cooperative additions, and (4) short circuit analysis. This plan covers the 
three-year period from 2009 to 201 1. 

For study and reporting purposes, the Big Rivers system is broken down into three 
geographical study areas. These areas, in general, correspond to the service territories of 
the three member cooperatives. 
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-~ 2. EXECUTIVE SUMMARY 
(RUS PROJECT DESCRIPTION/ENVIRONMENTAL STATEMENT) 

The following table lists the improvements that resulted from the studies and economic 
analyses. This table includes a description of the improvements, the approximate year the 
improvements are expected to be required, and the estimated cost of the improvements in 2009 
dollars. More detailed discussions of these improvements can be found in sections 4,6,7, and 8 
of this report. 

mNERGY AREA 

PROJECT NO. 904 - WILSON SUBSTATION 161/69 kV TRANSFORMER (PD): The 
project involves the installation of a new 161/69 kV transformer in the existing Wilson 
substation. The transformer is expected to be installed during 2010 at an estimated cost of 
$2,800,000. Since a physical expansion of this existing substation will not be necessary to 
complete this project, no additional land will be acquired or disturbed. It is expected that this 
project description and work plan report provide adequate information to classify the project as a 
categorical exclusion pursuant to 7 CFR 1794.21. No further environmental documentation for 
this project will be submitted provided the project is constructed as described here. 

PROJECT NO. 813 - 6 MILE 69 KV WILSON TO CENTERTOWN LINE WR): The 
project involves 6 miles of new right-of-way. The project is required to provide the necessary 
voltage support to the Centertown area. The route for this circuit will be rural. The project is 
expected to be completed in 2010 at an estimated cost of $1,650,000. A site-specific 
environmental report will be submitted and subsequently approved by RUS for this project prior 
to the initiation of the project construction to allow the project to be eligible for RUS financing. 

MAINTENANCE - REPLACE THE EXISTING SOUTH DERMONT 69 KV SWITCH 
WITH A RADIO CONTROLLED MOTOR OPERATED SWITCH: The project involves 
upgrading the existing switch with a radio controlled switch to allow greater operational 
flexibility. This will allow the South Dermont load to be normally served from the Horse Fork 
line in order to provide improved voltage support. This maintenance item requires no additional 
land or right-of-way and is expected to be completed within an existing easement with minimal 
disturbance. As a result, no further RUS documentation will be submitted. 

MAINTI3NANCE - REPLACE TEE EXISTING TWO-WAY HORSE FORK 69 KV 
SWITCH WITH MUL,TIPLE ONE-WAY SWITCHES: The project involves upgrading the 
existing switch with multiple one-way switches to allow greater operational flexibility. 
Specifically, this upgrade schedule to be completed in 2009 will allow the South Owensboro to 
Horse Fork Tap line to be cleared without an outage of the Daviess County to Horse Fork 69 kV 
circuit. This maintenance item requires no additional land or right-of-way and is expected to be 
completed within an existing easement with minimal disturbance. As a result, no further RUS 
documentation will be submitted. 
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JACKSON PURCHASE AREA 
~ 

MAINTENANCE - UPGRADE THE 3.2 MILE LIVINGSTON COUNTY TO DOVER 69 
KV LINE (I'D): The project involves upgrading the existing 3.2 mile 69 kV circuit to allow 
operation at 212 degrees F. This maintenance item requires no additional land or right-of-way 
and is expected to be completed within an existing easement with minimal disturbance. As a 
result, no further RUS documentation will be submitted. This project will be scheduled, 
estimated, and budgeted once the final CoalTek plans are known. 

MAINTENANCE - UPGRADE THE 4.4 MILE PALMA JUNCTION TO CULP 
JUNCTION 69 KV LTNE (PD): The project involves upgrading the existing 4.4 mile 69 kV 
circuit to allow operation at 2 12 degrees F. This maintenance item requires no additional land or 
right-of-way and is expected to be completed within an existing easement with minimal 
disturbance. As a result, no further RUS documentation will be submitted. This project will be 
scheduled, estimated, and budgeted once the final CoalTek plans are known. 

PROJECT NO. 815 - 7 IVlJLE 69 Kv CUMBERLAND TO CALDWELL SPRINGS 69 KV 
LINE (ER): This project involves 7 miles of new right-of-way (100 foot width). The project is 
required to provide a back-up source to the Cumberland, Buma, and Joy substations. The route 
for this circuit will be rural. The project is expected to be completed in 2010 at an estimated cost 
of $1,250,000. A site-specific environmental report will be submitted and subsequently 
approved by RTJS for this project prior to the initiation of the project construction to allow the 
project to be eligible for RUS financing. 

MEADE COUNTY AREA 

PROJECT NO. 1016 - RECONDUCTOR 8 MILE MEADE COUNTY TO GARRETT 69 
I(v LINE (PD): The project involves replacing 8 miles of Y O  ACSR conductor on an existing 
8.5 mile 69 kV circuit with 336 MCM ACSS conductor. The improvement is expected to be 
Completed in 201 1 at an estimated cost of $750,000. No additional land or right-of-way will be 
acquired as part of this project. It is expected that this project will be completed within an 
existing easement with minimal disturbance. As a result, this project is expected to have no 
significant environmental impact. It is expected that this project description and work plan 
report provide adequate information to classify the project as a categorical exclusion pursuant to 
7 CFR 1794.2 1. No further environmental documentation for this project will be submitted 
provided the project is constructed as described here. 

PROJECT NO. 812 - 3 MILE 69 Kv GARRETT AREA TO FLAHERTY TAP LINE 
(ER): The project involves 3 miles of new right-of-way (100 foot width). The project is required 
to provide the necessary voltage support to the Flaherty area. The route for this circuit will be 
rural. The project is expected to be completed in 201 1 at an estimated cost of $700,000. A site- 
specific environmental report will be submitted and subsequently approved by RUS for this 
project prior to the initiation of the project construction to allow the project to be eligible for 
RUS financing. 
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-_____ PROJECT NO. 814 - 3 MILE 69 KV CIRCUIT TO SOURCE A MEW 
PAYNEVILLE/EKRON AREA DELIVERY POINT (ER): The project involves 3 miles of 
new right-of-way (100 foot width). The project is required to provide a transmission source to a 
planned delivery point. The route for this circuit will be rural. The project is expected to be 
completed in 201 1 at an estimated cost of $700,000. A site-specific environmental report will be 
submitted and subsequently approved by RUS for this prqject prior to the initiation of the project 
construction to allow the project to be eligible for RUS financing. 

BULK SYSTEM 

PROJECT NO. 1018 - RE-CONDUCTOR 3.4 MILE CQLEMAN TO NEWTONVILLE 
I61 I(v LINE (PD): The upgrade of this 6.4 mile inlerconnection is a joint effort involving Big 
Rivers and Hoosier Energy. The Big Rivers portion involves replacing the 3.4 miles of 795 
ACSR conductor owned by Big Rivers with 795 MCM ACSS conductor capable of higher 
operating temperatures. The Hoosier Energy portion was completed in 2008. The Big Rivers 
portion of the improvement is expected to be completed during 2009 at an estimated cost of 
$640,000. No additional land or right-of-way will be acquired as part of this project. It is 
expected that this project will be completed within an existing easement with minimal 
disturbance. As a result, this project is expected to have no significant environmental impact. It 
is expected that this project description and work plan report provide adequate information to 
classify the project as a categorical exclusion pursuant to 7 CF;R 1794.21. No further 
environmental documentation for this project will be submitted provided the project is 
constructed as described here. 

PHASE I1 PROJECTS 

The following projects are described in the Big Rivers Electric Corporation Bulk Transmission 
System Assessment dated June 28, 2007 (see Appendix 9). This study was undertaken to 
determine facility upgrades that are needed in the event Big Rivers regains operational control of 
its generating stations. E this event does not transpire, the following projects will not be pursued. 

PROJECT NO. 1019 - W-CONDUCTOR BOTH COLEMAN TO COLEMAN EHV 161 
IKV LINES (COMBINED CIRCUIT LENGTH OF 2.8 MILE) (PD): The project involves 
replacing the 795 MCM ACSR conductor on the existing 161 kV circuit with 1590 MCM ACSR 
conductor or 795 MCM ACSS conductor capable of operating at 1200 Amps. Additional details 
can be found in the previously published Bulk Transmission Assessment. The improvement is 
expected to be completed during 2010 at an estimated cost of $600,000. No additional land or 
right-of-way will be acquired as part of this project. It is expected that this project will be 
completed within an existing easement with minimal disturbance. As a result, this project is 
expected to have no significant environmental impact. It is expected that this project description 
and work plan report provide adequate information to classify the project as a categorical 
exclusion pursuant to 7 CF% 1794.21. No further environmental documentation for this prqject 
will be submitted provided the project is constructed as described here. 
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INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of 
Big R.ivers Electric Corporation: 

We have audited the accompanying balance sheets of Big Rivers Electric Corporation (the “Companyyy) 
as of December 3 1,2008 and 2007, and the related statements of operations, equities (deficit), and of cash 
flows for each of the three years in the period ended December 3 1,2008. These financial statements are 
the responsibility of the Company’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a basis for 
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, 
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Big Rivers Electric Corporation as of December 3 1, 2008 and 2007, and the results 
of its operations and its cash flows for each of the three years in the period ended December 3 1,2008, in 
conformity with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued a report dated , 2009, 
on our consideration of Big Rivers Electric Corporation’s internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements. The 
purpose of that report is to describe the scope of our testing of internal control over financial reporting 
and compliance and the results of that testing, and not to provide an opinion on the internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards and should be read in conjunction with this report in considering 
the results of our audit. 
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BIG RIVERS ELECTRIC CORPORATION 

BALANCE SHEETS 
AS OF DECEMBER 31,2008 AND 2007 
(Dollars in thousands) 

__ 

ASSETS 

UTILITY PLANT -Net 

RESTRICTED INVESTMENTS UNDER LONG-TERM LEASE 

OTHER DEPOSITS AND INVESTMENTS - At Cost 

CURRENT ASSETS: 
Cash and cash equivalents 
Accounts receivable 
Materials and supplies inventory 
Prepaid expenses 

Total current assets 

DEFERRED LOSS FROM TERMINATION OF SALE-LEASEBACK 

DEFERRED CHARGES AND OTHER 

TOTAL, 

EQUITIES (DEFICIT) AND LIABILITIES 

CAPITALIZATION: 
Equities (deficit) 
L,ong-term debt 
Obligations related to long-term lease 

Total capitalization 

CURRENT LIABILITIES: 
Current maturities of long-term obligations 
Purchased power payable 
Accounts payable 
Accrued expenses 
Accrued interest 

Total current liabilities 

DEFERRED CREDITS AND OTHER 
Deferred lease revenue 
Deferred gain on sale-leaseback 
Residual value payments obligation 
Other 

Total deferred credits and other 

COMMITMENTS AND CONTINGENCIES (see note 13) 

TOTAL 

2008 

$ 912.699 
__.______ 

4,693 

38,903 
20,464 

756 
450 

60.573 

76,001 

20.470 

$1,074,436 

_ _ . . ~  

-- 

$ (154,602) 
987,349 

832,747 

51,771 
9,336 
5,832 
3,134 
8,018 

78,091 

10,955 

145,145 
7,498 

163,598 

9; 1,074,436 

2007 

$ 911,634 

192.932 

4.240 

148,914 
26,683 

768 
13 1 

-_I_ 

176.496 

28,856 

$1,314,158 

$ (174,137) 
1,022,345 

183,891 

1,032.099 

39,392 
13,038 
4,932 
3,014 
7,811 

68.187 

15,537 
53,480 

141,370 
3,485 

213,872 

-- 

$1,314,158 

See notes to financial statements 
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BIG RIVERS ELECTRIC CORPORATION 
_____ 

STATEMENTS OF OPERATIONS 
FOR THE YEARS ENDED DECEMBER 31,2008,2007, AND 2006 
(Dollars in thousands) 

POWER CONTRACTS REVENUE 

L,EASE REVENJE 

Total operating revenue 

OPERATING EXPENSES: 
Operations: 

Power purchased and interchanged 
Transmission and other 

Maintenance 
Depreciation and amortization 

Total operating expenses 

ELECTRIC OPERATING MARGIN 

INTEREST EXPENSE AND OTHER: 
Interest 
Interest on obligations related to long-term lease 
Amortization of loss from termination of long-term lease 
Income tax expense 
Other - net 

Total interest expense and other 

OPERATING MARGIN 

NONOPERATING MARGIN: 
Interest income on restricted investments under 

Interest income and other 
long-term lease 

Total nonoperating margin 

NET MARGIN 

2008 

$ 2  14,758 

58,423 

273,181 - 

1 14,643 
28,600 

4,258 
31,041 

178,542 

94,639 

65,719 
6,99 1 

81 1 
5,934 

123 

79,578 

15,061 

8,742 
4,013 

12,755 

$ 27,816 

2007 

$271,605 

58,265 

329,870 

169,768 
27,196 

4,240 
30,632 

23 1,836 

98,034 ~- 

60,932 
9,9 19 

103 

70.954 

2006 

$200,692 

57,896 

258,588 

-~ 

114,516 
21,684 

3,652 
30,408 

170,260 

88,328 

60,754 
9,505 

111 

70.3 70 

27,080 

12,481 
7.616 

17,95 8 

12,069 
4.5 15 

20,097 

$ 47,177 

16,5 84 

$ 34,542 

See notes to financial statements. 
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__ BIG RIVERS ELECTRIC CORPORATION 

STATEMENTS OF EQUITIES (DEFICIT) 
FOR THE YEARS ENDED DECEMBER 31 , 2008,2007, AND 2006 
(Dollars in thousands) 

Other Equities 
Consumers’ Accumulated 

Total Donated Contributions Other 
Equities Accumulated Capital and to Debt Comprehensive 
(Deficit) Deficit Memberships Service Income 

BALANCE - December 31,2005 

Net margin / total comprehensive income 

BALANCE - December 31,2006 

Net margin /total comprehensive income 

FAS 158 adoption 

BALANCE - December 3 1,2007 

Comprehensive income: 
Net margin 
FAS 158 funded status adjustment 
Total comprehensive income 

BALANCE - December 3 1,2008 

$(25 1,913) $(256,358) 

34,542 34,542 

(2 17,371) (2213 16) 

47,177 47,177 

(3,943) 

( I  74,137) ( I  74,639) 

27,816 27,8 16 
(8.281) 
19,535 - 

$ ( 154,602) $ ( 146.823) 

$764 $3,681 $ -  

764 3,681 

764 3.681 

$764 - $3.681 - 

(3,943) 

(3,943) 

S(12.224) 

See notes to financial statements. 
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BIG RIVERS ELECTRIC CORPORATION 

__ STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31,2008,2007, AND 2006 
(Dollars in thousands) 

2008 2007 2006 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 9; 27,816 $ 47,177 $ 34,542 
Ad"justments to reconcile net margin to net cash provided by operating activities: 

Depreciation and amortization 
Increase in restricted investments under long-term lease 
Decrease in deferred AMT Income Taxes 
Amortization ofdeferred gain on saleleaseback 
Amortization of deferred loss on saleleaseback 
Deferred lease revenue 
Residual value payments obligation 
Increase in RUS ARVP Note 
Increase in New RUS Promissory Note 
Increase in obligations under long-term lease 
Changes in certain assets and liabilities: 
Accounts receivable 
Materials and supplies inventory 
Prepaid expenses 
Deferred charges 
Purchased power payable 
Accounts payable 
Accrued expenses 
Other - net 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures 
Proceeds from disposition of investments related to sale-leaseback 
Other deposits and investments 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Payments upon termination of sale-leasehack 

Net cash used in financing activities 

NET INCREASE IN CASH AND CASH EQUIVALENTS 

CASH AND CASHEQUIVALENTS-beginning ofyear 

CASH ANZ) CASH EQUIVALENTS -End of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

Cash paid for taves 

See notes to financial statements. 

- 5 -  

34,320 
(2,502) 
5,035 

(1,998) 
81 1 

(4,582) 
(6,748) 
5,841 

2,749 

33,866 33,592 
(6242) (6,040) 

(2,900) (2,882) 

(1,779) (4,43 9) 
(6,591) (6,187) 
5 $572 5,313 

15,761 13,889 
6,580 6,356 

6,218 (8,934) (1,398) 
12 43 (144) 

(319) 3,477 (3S 17) 
1,87 1 (2 p29) (694) 

(3,702) 3,818 (1,513) 
899 1,566 97 2 
327 1,033 81 

(4.940) (5.465) (1,170) 

61,108 84,553 66,76 1 

(22,760) (18,682) (13,189) 
222,73 9 

(40 1) (424) (41 9) 

-- 199,578 (19,106) (13.608) 

(40,83 8) (12,676) (24274) 
,1329.859) - 

(370.697) (12.676) (24274) 

( 1  10,011) 52,771 28,879 

148.91 4 96.143 67.264 -- ~ ~ 

9; 38,903 $148,914 $ 96?143 
~ .~ - 

$ 74.819 9; 45.600 9; 47.277 --- 
9; 1.220 $ 420 9; 375 ~ - -  
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BIG RIVERS ELECTRIC CORPORATION 

__I_ NOTES TO FINANCIAL STATEMENTS 
AS OF DECEMBER 31,2008 AND 2007, AND FOR EACH OF THE THREE YEARS IN THE 
PERIOD ENDED DECEMBER 31,2008,2007, AND 2006 
(Dollars in thousands) 

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

General Information - Big Rivers Electric Corporation (“Big Rivers” or the “Company”), an electric 
generation and transmission cooperative, supplies wholesale power to its three member distribution 
cooperatives (Kenergy Corp., Jackson Purchase Energy Corporation, and Meade County Rural Electric 
Cooperative Corporation) under all requirements contracts, excluding the power needs of two large 
aluminum smelters (the “Aluminum Smelters”), sells surplus power under separate contracts to 
Kenergy Corp. for a portion of the Aluminum Smelters load, and markets power to nonmember utilities 
and power marketers. The members provide electric power and energy to industrial, residential, and 
commercial customers located in portions of 22 western Kentucky counties. The wholesale power 
contracts with the members extend to January 1,2023. Rates to Big Rivers’ members are established by 
the Kentucky Public Service Commission (KPSC) and are subject to approval by the Rural IJtilities 
Service (RUS). The financial statements of Big Rivers include the provisions of Statement of Financial 
Accounting Standards (SFAS) No. 71, Accounting for the Zfleects of Certain Types of Regulation, which 
was adopted by the Company in 2003, and gives recognition to the ratemaking and accounting practices 
of the KPSC and RUS. 

In 1999, Big Rivers Leasing Corporation (BRLC) was formed as a wholly owned subsidiary of Big 
Rivers. BRLC’s principal assets are the restricted investments acquired in connection with the 2000 
sale-leaseback transaction discussed in Note 4. 

Principles of Consolidation - The financial statements of Big Rivers include the accounts of Big 
Rivers and its wholly owned subsidiary, BRLC. All significant intercompany transactions have been 
eliminated. 

Estimates - The preparation of the financial statements in conformity with accounting principles 
generally accepted in the TJnited States requires management to make estimates and assumptions that 
affect the reported amounts of assets, liabilities, revenues and expenses, and disclosure of contingent 
assets and liabilities. The estimates and assumptions used in the accompanying financial statements are 
based upon management’s evaluation of the relevant facts and circumstances as of the date of the 
financial statements. Actual results may differ from those estimates. 

System of Accounts - Big Rivers’ accrual basis accounting policies follow the Uniform System of 
Accounts as prescribed by the RUS Bulletin 1767B-1, as adopted by the I<PSC. These regulatory 
agencies retain authority and periodically issue orders on various accounting and ratemaking matters. 

Revenue Recognition - Revenues generated from the Company’s wholesale power contracts are based 
on month-end meter readings and are recognized as earned. In accordance with SFAS No. 13, 
Accounting fur Leases, Big Rivers’ revenue from the Lease Agreement is recognized on a straight-line 
basis over the term of the lease. The major components of this lease revenue include the annual lease 
payments and the Monthly Margin Payments (described in Note 2). 
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In conjunction with the L,ease Agreement, Big Rivers expects to realize the minimum lease revenue for 
the years ending December 3 1, as follows: 

Amount 

2009 
2010 
201 1 
2012 
2013 
Thereafter 

Utility Plant and Depreciation 

$ 52,332 
52,332 
41,291 
35,076 
35,076 

350,756 

$566,863 

Utility plant is recorded at original cost, which includes the cost of 
contracted services, materials, labor, overhead, and an allowance for borrowed funds used during 
construction. Replacements of depreciable property units, except minor replacements, are charged to 
utility plant. 

Allowance for borrowed funds used during construction is included on projects with an estimated total 
cost of $250 or more before consideration of such allowance. The interest capitalized is determined by 
applying the effective rate of Big Rivers’ weighted-average debt to the accumulated expenditures for 
qualifying projects included in construction in progress. 

In accordance with the terms of the Lease Agreement, the Company generally records capital additions 
for lncremental Capital Costs and Nonincremental Capital Costs expenditures funded by E.ON TJS. 
(formerly LG&E Energy Corporation) as utility plant to which the Company maintains title. A 
corresponding obligation to E.ON 1J.S. is recorded for the estimated portion of these additions 
attributable to the Residual Value Payments (see Note 2). A portion of this obligation is amortized to 
lease revenue over the useful life of those assets during the remaining lease term. For the years ended 
December 3 1,2008 and 2007, the Company has recorded $10,728 and $8,359, respectively, for such 
additions in utility plant. The Company has recorded $6,748, $6,591, and $6,187 in 2008,2007, and 
2006, respectively, as related lease revenue in the accompanying financial statements. 

In accordance with the Lease Agreement, and in addition to the capital costs funded by E.ON 1J.S 
(see Note 2) that are recorded by the Company as utility plant and lease revenue, E.ON 1J.S also incurs 
certain Nonincremental Capital Costs and Major Capital Improvements (as defined in the Lease 
Agreement) for which they forego a Residual Value Payment by Big Rivers upon lease termination. 
Such amounts are not recorded as utility plant or lease revenue by the Company. At December 3 1 , 2008, 
the cumulative Nonincremental Capital Costs amounted to $6,6 18 (unaudited). 

E.ON U.S has constructed a scrubber (Major Capital Improvement) at Big Rivers’ Coleman plant. The 
scrubber achieved commercial acceptance in January 2007. The project cost $97,495 (unaudited). No 
amounts related to this project are recorded in the Company’s financial statements. 
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Depreciation of utility plant in service is recorded using the straight-line method over the estimated 
remaining service lives, as approved by the RIJS and KPSC. The annual composite depreciation rates 
used to compute depreciation expense were as follows: 

Electric plant-leased 
Transmission plant 
General plant 

1.60%-2.47% 
1.76%-3.24% 
1.110/0-5.62% 

For 2008,2007, and 2006, the average composite depreciation rates were 1.85%, 1.85%, and 1.86%, 
respectively. At the time plant is disposed of, the original cost plus cost of removal less salvage value of 
such plant is charged to accumulated depreciation, as required by the RUS. 

Impairment Review of Long-Lived Assets - Long-lived assets are reviewed as facts and 
circumstances indicate that the carrying amount may be impaired. This review is performed in 
accordance with SFAS No. 144, Accounting for the Impailment or Disposal of Long-Lived Assets. SFAS 
No. 144 establishes one accounting model for all impaired long-lived assets and long-lived assets to be 
disposed of by sale or otherwise. SFAS No. 144 requires the evaluation for impairment involve the 
comparison of an asset’s carrying value to the estimated future cash flows the asset is expected to 
generate over its remaining life. If this evaluation were to conclude that the carrying value of the asset is 
impaired, an impairment charge would be recorded based on the difference between the asset’s carrying 
amount and its fair value (less costs to sell for assets to be disposed of by sale) as a charge to operations 
or discontinued operations. 

Restricted Investments - Investments are restricted under contractual provisions related to the 
sale-leaseback transaction discussed in Note 4. These investments have been classified as 
held-to-maturity and are carried at amortized cost. 

Cash and Cash Equivalents - Big Rivers considers all short-term, highly-liquid investments with 
original maturities of three months or less to be cash equivalents. 

Income Taxes - As a taxable cooperative, Rig Rivers is entitled to exclude the amount of patronage 
allocations to members from taxable income. Income and expenses related to nonmember operations are 
taxable to Rig Rivers. Big Rivers and BRLC file a consolidated Federal income tax return and Big 
Rivers files a separate Kentucky income tax return. 

Patronage Capital - As provided in the bylaws, Big Rivers accounts for each year’s 
patronage-sourced income, both operating and nonoperating, on a patronage basis. Notwithstanding any 
other provision of the bylaws, the amount to be allocated as patronage capital for a given year shall not 
be less than the greater of regular taxable patronage-sourced income or alternative minimum taxable 
patronage-sourced income. 

Derivatives - Management has reviewed the requirements of SFAS No. 133, Accounting for 
Derivative Instrunzents and Hedging Activities, as amended and interpreted, and has determined that all 
contracts meeting the definition of a derivative also qualify for the normal purchases and sales exception 
under SFAS No. 133. The Company has elected the Normal Purchase and Normal Sale exception for 
these contracts and, therefore, the contracts are not required to be recognized at fair value in the financial 
statements. 

New Accounting Pronouncements - In February 2007, the FASB issued SFAS No. 159, The Fair 
Value Option for Financial Assets and Financial Liabilities - including an anzendnzent of FASB 
Statement No. 115, which is effective as of the beginning of an entity’s first fiscal year that begins after 
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November 15, 2007. The fair value option established by this Statement permits all entities to choose to 
measure eligible items at fair value at specified election dates. A business entity shall report unrealized 
gains and losses on items for which the fair value option has been elected in earnings at each subsequent 
reporting date. The fair value option a) may be applied instrument by instrument; b) is irrevocable 
(unless a new election date occurs); and c) is applied only to entire instruments and not to portions of 
instruments. The Company has not elected to record any financial assets or liabilities at fair value under 
this standard. 

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging 
Activities - an Amendnzent of FASB Statement No. 133. SFAS 161 enhances the current disclosures 
under SFAS 133 and requires that objectives for using derivative instruments be disclosed in terms of 
underlying risk and accounting designation in order to better convey the purpose of derivative use in 
terms of the risks that the entity is intending to manage. Entities are required to provide enhanced 
disclosures about (a) how and why an entity uses derivative instruments, (b) how derivative instruments 
and related hedged items are accounted for under statement 133 and its related interpretations, and (c) 
how derivative instruments and related hedged items affect an entity’s financial position, financial 
performance, and cash flows. SFAS 16 1 is effective for financial statements issued for fiscal years 
beginning after November 15,2008. The Company will adopt SFAS 161 on January 1,2009, and the 
impact is not expected to be material to the Company’s financial position or results of operations. 

2. LG&E LEASE AGREEMENT 

On July 15, 1998 (“Effective Date”), a lease was consummated (“Lease Agreement”), whereby Big 
Rivers leased its generating facilities to Western Kentucky Energy Corporation (WKEC), a wholly 
owned subsidiary of E.ON U.S. Pursuant to the Lease Agreement, WKEC operates the generating 
facilities and maintains title to all energy produced. Throughout the lease term, in order for Big Rivers to 
fulfill its obligation to supply power to its members, the Company purchases substantially all of its 
power requirements from L,G&E Energy Marketing Corporation (LEM), a wholly owned subsidiary of 
E.ON {J.S., pursuant to a power purchase agreement. 

Big Rivers continues to operate its transmission facilities and charges LEM tariff rates for delivery of 
the energy produced by WKEC and consumed by LEM’s customers. The significant terms of the Lease 
Agreement are as follows: 

I. 

11. 

111. 

w. 

WKEC leases and operates Big Rivers’ generation facilities through 2023. 

Big Rivers retains ownership of the generation facilities both during and at the end of the lease 
term. 

WKEC pays Big Rivers an annual lease payment of $30,965 over the lease term, subject to 
certain adjustments. 

On the Effective Date, Big Rivers received $69, I00 representing certain closing payments and the 
first two years of the annual lease payments. In accordance with SFAS No. 13, Accounting for 
Leases, the Company amortizes these payments to revenue on a straight-line basis over the life of 
the lease. 
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V. 

VI. 

VII. 

. C  

vm. 

IX. 

X. 

Big Rivers continues to provide power for its members, excluding the member loads serving the 
Aluminum Smelters, through its power purchase agreements with LEM and the Southeastern 
Power Administration, based on a pre-determined maximum capacity. When economically 
feasible, the Company also obtains the power necessary to supply its member loads, excluding the 
Aluminum Smelters, in the open market. Kenergy Corp.’~ retail service for the Aluminum 
Smelters is served by L,EM and other third-party providers that may include Big Rivers. To the 
extent the power purchased from LEM does not reach pre-determined minimums, the Company is 
required to pay certain penalties. Also, to the extent additional power is available to Big Rivers 
under the LEM contract, Big Rivers may sell to nonmembers. 

LEM will reimburse Big Rivers an additional $42,077 for the margins expected from the 
Aluminum Smelters through 201 1 , being defined as the net cash flows that Big Rivers anticipated 
receiving if the Company had continued to serve the Aluminum Smelters’ load, as filed in the 
Rate Hearing (the “Monthly Margin Payments”). 

WKEC is responsible for the operating costs of the generation facilities; however, Big Rivers is 
partially responsible for ordinary capital expenditures (“Nonincremental Capital Costs”) for the 
generation facilities over the term of the L,ease Agreement, generally up to predetermined annual 
amounts. This cumulative amount is not expected to exceed $148,000 over the entire 25-1/2 year 
Lease Agreement. At the end of the lease term, Big Rivers is obligated to fund a “Residual Value 
Payment” to E.ON U.S. for such capital additions during the lease, currently estimated to be 
$125,880 (see Note 1). Adjustments to the Residual Value Payment will be made based upon 
actual capital expenditures. Additionally, WKEC will make required capital improvements to the 
facilities to comply with a new law or a change to existing law (“Incremental Capital Costs”) over 
the lease life (the Company is partially responsible for such costs: 20% through 2010) and the 
Company will be required to submit another Residual Value Payment to E.ON U.S. for the 
undepreciated value of WKEC’s 80% share of these costs, at the end of the lease, currently 
estimated to be $18,609. The Company will have title to these assets during the lease and upon 
lease termination. 

Big Rivers entered into a note payable with LEM for $19,676 (the “LEM Settlement Note”) to be 
repaid over the term of the Lease Agreement, which bears interest at 8% per annum, in 
consideration for LEM’s assumption of the risk related to unforeseen costs with respect to power 
to be suppIied to the Aluminum Smelters and the increased responsibility for financing capital 
improvements. The Company recorded this obligation as a component of deferred charges with 
the related payable recorded as long-term debt in the accompanying balance sheets. This deferred 
charge is being amortized on a straight-line basis over the lease term. 

On the Effective Date, Big Rivers paid a nonrefundable marlceting payment of $5,933 to LEM, 
which has been recorded as a component of deferred charges. This amount is being amortized on 
a straight-line basis over the lease term. 

During the lease term, Big Rivers will be entitled to certain “billing credits” against amounts the 
Company owes LEM under the power purchase agreement. Each month during the first 
55 months of the lease term, Big Rivers received a credit of $89. For the year 201 1, Big Rivers 
will receive a credit of $2,611 and for the years 2012 through 2023, the Company will receive a 
credit of $4,111 annually. 

In accordance with the power purchase agreement with LEM, the Company is allowed to purchase 
power in the open market rather than from LEM, incurring penalties when the power purchased from 
LEM does not meet certain minimum levels, and to sell excess power (power not needed to supply its 
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jurisdictional load) in the open market (collectively referred to as “Arbitrage”). Pursuant to the New 
RUS Promissory Note and the RUS ARVP Note, the benefit, net of tax, as defined, derived fiom 
Arbitrage must be divided as follows: one-third, adjusted for capital expenditures, will be used to make 
principal payments on the New RUS Promissory Note; one-third will be used to make principal 
payments on the R‘CJS ARVP Note; and the remaining value may be retained by the Company. 

___ 

Management is of the opinion that the Company is in compliance with all covenants of the Lease 
Agreement. 

The Company, LEM, and WKEC have entered into an agreement that would allow for a mutually 
acceptable early termination of the Lease Agreement (see Note 14). 

3. ‘CJTILITY PLANT 

At December 3 1,2008 and 2007, utility plant is summarized as follows: 

2008 2007 

Classified plant in service: 
Electric plant - leased 
Transmission plant 
General plant 
Other 

Less accumulated depreciation 

Construction in progress 

$1,535,004 $1,524,421 
230,800 209,547 

17,240 15,772 
543 114 

1,783,587 1,749,854 

879,073 853,290 

904,s 14 896,564 

8,185 15,070 

Utility plant - net $ 912,699 $ 911,634 - 
Interest capitalized for the years ended December 3 1,2008,2007, and 2006, was $492, $391, and $236, 
respectively. 

The Company has not identified any material legal obligations, as defined in SFAS No. 143, Accounting 
for Asset Retirement Obligations, which was further interpreted by FASB Interpretation No. 47, 
Accounting for Conditional Asset Retirement Obligations. In accordance with regulatory treatment, the 
Company records an estimated net cost of removal of its utility plant through normal depreciation. As of 
December 3 1, 2008 and 2007, the Company had a regulatory liability of approximately $32,696 and 
$29,77 1, respectively, related to nonlegal removal costs included in accumulated depreciation. 
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4. SALE-LEASEBACK 

On April 18, 2000, the Company completed a sale-leaseback of two of its utility plants, including the 
related facilities and equipment. The sale-leaseback provided Big Rivers a $1,089,000 fixed price 
purchase option, at the end of each lease term (25 and 27 years), which, together with future contractual 
interest receipts, would be fully funded. 

On September 30,2008, the Company completed an early termination (“terminationyy) of the sale- 
leaseback transaction. The termination was precipitated by the June 2008 downgrade of the claims-paying 
ability of Ambac Assurance Corporation (Ambac). Ambac served as insurer of Big Rivers’ payment 
obligations, thereby providing credit support under the transaction. Ambac’s downgrade exposed the 
Company to adverse consequences under the contractual terms of the transaction and after consideration 
of alternative options, Big Rivers ultimately settled on termination as the preferred solution. Proceeds 
from disposition of the restricted investment and payments required under the termination agreements 
were $222,739 and $329,559, respectively, reflecting a net cash payment of $107,120. To meet its 
remaining obligations Big Rivers’ entered into a $12,380 promissory note (see Note 5) with Philip Morris 
Capital Corporation (PMCC). A net loss of $77,001 resulting from the early termination of the sale- 
leaseback was recorded as a regulatory asset and is being amortized over the remaining period of the 
original transaction. 

Prior to termination the sale-leaseback transaction was recorded as a financing for financial reporting 
purposes and a sale for Federal income tax purposes. In connection therewith, in 2000, Big Rivers 
received $866,676 of proceeds and incurred $791,626 of related obligations. Pursuant to a payment 
undertaking agreement with a financial institution, Big Rivers effectively extinguished $656,029 of these 
obligations with an equivalent portion of the proceeds. The Company also purchased investments with an 
initial value of $146,647 to fund the remaining $135,597 of the obligations. These amounts are reflected 
for 2007 as restricted investments under long-term lease and obligations related to long-term lease in the 
accompanying balance sheets. Interest received and paid was recorded to these accounts up to the date of 
lease termination. The Company paid 7.57% interest on its obligations related to long-term lease and 
received 6.89% on its related investments. The Company made a $64,000 principal payment on the New 
RTJS Promissory Note with the remaining proceeds. The $75,050 gain was deferred and was amortized up 
to the date of lease termination, with the Company recognizing $1,998, $2,900, and $2,88 1, in 2008, 
2007, and 2006, respectively. 

Amounts recognized in the statement of financial position related to the sale-leaseback as of 
December 3 1,2008 and 2007, are as follows: 

2008 2007 

Restricted investments under long-term lease 
Obligations related to long-term lease 
Deferred gain on sale-leaseback 
Deferred loss from termination of sale-leaseback 

- 1 2 -  

$ $192,932 
1 S3,89 1 
53,480 

76,001 
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Amounts recognized in the statement of operations related to the sale-leaseback for the years ended 
December 3 1,2008,2007, and 2006, are as follows: 

__ 

2008 

Power contracts revenue (revenue discount 
adjustment - see Note 6) $ (2,453) 

Interest on obligations related to long-term lease: 
Interest expense $ 8,989 
Amortize gain on sale-leaseback ( 1,998) 

Net interest on obligations related to 
long-term lease 

Interest income on restricted investments under 
long-term lease 

Interest income and other 

$ 6,991 

$ 8,742 

$ 779 
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2007 

$ (3,680) 

$12,819 
(2,900) 

$ 9,919 

$12,48 1 

$ 778 

2006 

$ (3,680) 

$12,386 
(2,881) 

$ 9,505 

$12,069 

$ 777 
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5. DEBT AND OTHER LONG-TERM OBLIGATIONS 

A detail of long-term debt at December 3 1,2008 and 2007, is as follows: 

New RUS Promissory Note, stated amount of, $768,391, stated 
interest rate of 5.75%, with an interest rate of 5.82%, 
maturing July 2021 

RUS ARVP Note, stated amount of $245,899, no stated interest 
rate, with interest imputed at 5.80%, maturing December 2023 

LEM Settlement Note, interest rate of KO%, payable in monthly 
installments through July 2023 

County of Ohio, Kentucky, promissory note, variable interest rate 
(average interest rate of 8.95% and 3.74% in 2008 and 2007, 
respectively), maturing in October 2022 

County of Ohio, Kentucky, promissory note, variable interest rate 
(average interest rate of 5.14% and 3 "74% in 2008 and 2007, 
respectively), maturing in June 20 I3 

PMCC Promissory Note interest rate of 8.5%, maturing in 
December 2009 

Total long-term debt 

Current maturities 

Total long-term debt - net of current maturities 

2008 

9; 765,297 

103,685 

15,658 

83,300 

58,800 

12,3 80 

1,039,120 

- 51,771 

9; 987,349 

The following are scheduled maturities of long-term debt at December 3 1 

Year 

2009 
2010 
201 1 
2012 
2013 
Thereafter 

Total 

2007 

$ 804,098 

99,290 

16,204 

83,300 

58,800 

1,061,692 

39,347 

$1,022,345 

Amount 

$ 51,771 
41,440 
47,492 
65,561 
64,542 

.__ 768,3 14 

$1,039,120 

RUS Notes - On July 15, 1998, Big Rivers recorded the New RUS Promissory Note and the RUS 
ARVP Note at fair value using the applicable market rate of 5.82%. The RUS Notes are collateralized by 
substantially all assets of the Company. 
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Pollution Control Bonds - The County of Ohio, Kentucky, issued $83,300 of Pollution Control 
Periodic Auction Rate Securities, Series 2001 , the proceeds of which are supported by a promissory note 
from Big Rivers, which bears the same interest rate. These bonds bear interest at a variable rate and 
mature in October 2022. 

The County of Ohio, Kentucky, issued $58,800 of Pollution Control Variable Rate Demand Bonds, 
Series 1983, the proceeds of which are supported by a promissory note from Big Rivers, which bears the 
same interest rate as the bonds. These bonds bear interest at a variable rate and mature in June 2013. 

The Series 1983 bonds are supported by a liquidity facility issued by Credit Suisse First Boston, which 
was assigned to Dexia Credit in 2006. Both Series are supported by municipal bond insurance and surety 
policies issued by Ambac Assurance Corporation. Big Rivers has agreed to reimburse Ambac Assurance 
Corporation for any payments under the municipal bond insurance policies or the surety policies. 

Due to current market conditions, the variable interest rates incurred on the Series 1983 and Series 2001 
Pollution Control Bonds have increased. These instruments are subject to maximum interest rates of 
13% and 18%, respectively. The December 3 1,2008 interest rates on the Series 1983 and Series 2001 
Pollution Control Bonds were 3.41% and IS%, respectively. 

LEM Settlement Note - On the Effective Date, Big Rivers executed the Settlement Note with LEM. 
The Settlement Note requires Big Rivers to pay to LEM $19,676, plus interest at 8% per annum over the 
lease term. The principal and interest payment is approximately $1,822 annually. This payment is 
consideration for LEM’s assumption of the risk related to unforeseen costs with respect to power to be 
supplied to the Aluminum Smelters and the increased responsibility for financing capital improvements. 

Other Long-Term Obligations - During 1997, Big Rivers terminated two unfavorable coal contracts. 
In connection with that settlement, the Company paid $45, $47, and $345 during 2008,2007, and 2006, 
respectively. At December 3 1, 2008, the Company has no remaining liability associated with that 
settlement agreement. 

PMCC Promissory Note - On September 30,2008 in conjunction with the early termination of the 
sale-leaseback transaction (see Note 4)’ Big Rivers executed a promissory note with Phillip Morris 
Capital Corporation (PMCC). The note requires Big Rives to pay PMCC $12,380, plus interest at 8.5% 
per annum. The note matures in December 2009. 

Notes Payable -Notes payable represent the Company’s borrowing on its line of credit with the 
National Rural Utilities Cooperative Finance Corporation. The maximum borrowing capacity on the line 
of credit is $15,000. There were no borrowings outstanding on the line of credit at December 3 1,2008, 
but letter of credits issued under an associated Letter of Credit Facility reduced the borrowing capacity 
by $2,670. The line of credit bears interest at a variable rate. Each advance on the line of credit is 
payable within one year. 

6. RATE MATTERS 

The rates charged to Big Rivers’ members consist of a demand charge per kW and an energy charge per 
lcWh consumed as approved by the KPSC. The rates include specific rate designs for its members’ two 
classes of customers, the large industrial customers and the rural customers under its jurisdiction. For the 
large industrial customers, the demand charge is generally based on each customer’s maximum demand 
during the current month. The remaining customers demand charge is based upon the maximum 
coincident demand of each member’s delivery points. The demand and energy charges are not subject to 
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adjustments for increases or decreases in fuel or environmental costs. Big Rivers’ current rates will 
remain in effect until changed by the KPSC. 

In mid-2008, the financial rating of Ambac (see Note 4), a party to the sale-leaseback transaction Big 
Rivers entered into in 2000 was lowered, triggering an obligation on the part of the Company to replace 
Ambac in the transaction or otherwise resolve the issues created by that circumstance. Big Rivers 
elected to buyout the equity participants and simultaneously terminate the transaction on September 30, 
2008. The buyout price significantly reduced Big Rivers’ cash reserves. Accordingly, on March 2,2009, 
Big Rivers filed an application with the Kentucky Public Service Commission requesting approval of a 
21.6% rate increase, seeking an effective date of April 1, 2009 for interim rate relief. A hearing on the 
interim rate relief is scheduled for March 26,2009. Big Rivers believes the requested rate increase is 
reasonable and necessary to enable it to continue meeting all its financial obligations on a timely basis. 
Big Rivers has not increased the base wholesale tariff rates to its member distribution cooperatives since 
1997. If the termination of the LG&E lease agreement (see Note 14) closes, this case will become moot, 
and will be dismissed. 

Effective since September 1 , 2000, the KPSC has approved Big Rivers’ request for a $3,680 annual 
revenue discount adjustment for its members through August 3 1 , 2008, effectively passing the benefit of 
the sale-leaseback transaction (see Note 4) to them. On September 1, 2008, Big Rivers’ discontinued the 
revenue discount adjustment to its members. 

7. INCOMETAXES 

Big Rivers was formed as a tax-exempt cooperative organization described in Internal Revenue Code 
Section 501(c)( 12). To retain tax-exempt status under this section, at least 85% of the Big Rivers’ 
receipts must be generated from transactions with the Company’s members. In 1983, sales to 
nonmembers resulted in Big Rivers failing to meet the 85% requirement. IJntil Big Rivers can meet the 
85% member income requirement, the Company is a taxable cooperative. Big Rivers is also subject to 
Kentucky income tax. 

Under the provisions of SFAS No. 109, Accounting for Inconze Taxes, Big Rivers is required to record 
deferred tax assets and liabilities for temporary differences between amounts reported for financial 
reporting purposes and amounts reported for income tax purposes. Deferred tax assets and liabilities are 
determined based upon these temporary differences using enacted tax rates for the year in which these 
differences are expected to reverse. Deferred income tax expense or benefit is based on the change in 
assets and liabilities from period to period, subject to an ongoing assessment of realization. 

As described in Note 4, the sale-leaseback was terminated in 2008. Prior to the termination, the sale- 
leaseback was generating significant non-member receipts. As a result of the termination and the 
subsequent reduction in non-member receipts, Big Rivers believes that it will meet the requirement 
within Section 501(c)(12) that at least 85% of its income derives from the Company’s member and 
return to tax-exempt status. 

As a result of the expected return to tax-exempt status, Big Rivers no longer considers that it is more 
likely than not that it will recover its net deferred tax assets (which consisted solely of Alternative 
Minimum Tax (AMT) credit caryforwards). An income statement charge of $5,035 relating the AMT 
amounts carried forward at January 1,2008 together with a charge of $901 relating to the 2008 AMT 
obligation have been recorded in the Statement of Operations.. 
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At December 3 1,2008, Big Rivers had a nonpatron net operating loss carryforward of approximately 
$102,807 expiring through 2012, and an alternative minimum tax credit carryforward of approximately 
$5,936, which carries forward indefinitely. 

As of December 3 1 , 2007, Big Rivers has a net deferred tax asset, against which a valuation allowance 
has been provided based upon the fact that it is presently uncertain whether such asset will be realized. 
The resulting net deferred tax asset at December 31,2007, is approximately $5,035, which represents the 
alternative minimum tax credit carryforward, against which no allowance has been provided. 

The Company has not recorded any income tax expense for the years ended December 3 1 , 2007 and 
2006, as the Company has utilized federal net operating losses to offset any taxable income during those 
years. Had the Company not had the benefit of a net operating loss carryforward, the Company would 
have recorded $7,724, and $10,599 in current tax expense for the years ended December 3 1,2007 and 
2006, respectively. 

The components of the net deferred tax assets as of December 3 1,2007, were as follows: 

2008 

Deferred tax assets: 
Net operating loss carryforward $ 
A1 ternati ve minimum tax credit carry forwards - 
Sale-leaseback - 
Fixed asset basis difference - 
Other accruals - 

___--- Total deferred tax assets 

Deferred tax liabilities: 
L,ease agreement - 
Fixed asset basis difference - 

Total deferred tax liabilities - 
Net deferred tax asset (prevaluation allowance) - 

Valuation allowance - 

Net deferred tax asset $ - 

A reconciliation of the Company’s effective tax rate for 2008,2007 and 2006, follows: 

2008 2007 

2007 

$ 60,972 
5,035 

142,807 
7,764 
2.844 

2 19.422 

(27,359) 
- 

(2 7,3 5 9) 

192,063 

(1 87,028) -~ 
$ 5,035 

2006 

Federal rate 35.0 % 35.0 % 35.0 % 
State rate - net of federal benefit 4.5 4.5 4.5 
Patronage allocation to members (3 1.3) (28.0) (20.5) 
Tax benefit of operating loss carryforwards and other (8.2) (11.5) (1 9.0) 

- .o AMT rate 18.0 
”- 

- .o -- 
Effective tax rate 18 Yo - %  - % 
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In June 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, 
Accountingfor Uncertainty in lnconze Taxes, an Interpretation of FASB Statement No. 109 (“FIN 48”). 
FIN 48 clarifies the accounting for uncertainty in income taxes by prescribing the recognition threshold 
a tax position is required to meet before being recognized in the financial statements. It also provides 
guidance on derecognition, classification, interest and penalties, disclosures and transition. The 
cumulative effects of applying FIN 48 are to be recorded as an adjustment to retained earnings as of the 
beginning of the period of adoption. FIN 48 was effective for fiscal years beginning after December 15 , 
2006. 

The Company adopted the provisions of FIN 48 on January 1,2007. The Company files a federal 
income tax return, as well as several state income tax returns. The years currently open for federal tax 
examination are 2005 through 2008 and 1990 through 1997, due to unused net operating loss 
carryfonvards. The major state tax jurisdiction currently open for tax examination is Kentucky for years 
2002 through 2008 and years 1990 through 1997, also due to unused net operating loss carryforwards. 
As a result of implementing FIN 48, the Company made no adjustment to the liability for unrecognized 
tax benefits. The Company did not have any unrecognized tax benefits recorded related to federal or 
state income taxes. 

Upon adoption of FIN 48, the Company adopted a financial statement policy of classification of interest 
and penalties as an operating expense on the income statement and accrued expense in the balance sheet. 
No interest or penalties have been recorded as of the adoption or during 2007 and 2008. 

8. POWER PURCHASED 

In accordance with the Lease Agreement, Big Rivers supplies all of the members’ requirements for 
power to serve their customers, other than the Aluminum Smelters. Contract limits were established in 
the Lease Agreement and include minimum and maximum hourly and annual power purchase amounts. 
Big Rivers cannot reduce the contract limits by more than 12 MW in any year or by more than a total of 
72 MW over the lease term. In the event Big Rivers fails to take the minimum requirement during any 
hour or year, Big Rivers is liable to LEM for a certain percentage of the difference between the amount 
of power actually taken and the applicable minimum requirement. 

Although Big Rivers will be required by the Lease Agreement to purchase minimum hourly and annual 
amounts of power from LEM, the lease does not prevent Big Rivers from paying the associated penalty 
in certain hours to purchase lower cost power, if available, in the open market or reselling a portion of its 
purchased power to a third party. The power purchases made under this agreement for the years ended 
December 3 1,2008,2007, and 2006, were $99,700, $96,295, and $97,999, respectively, and are 
included in power purchased and interchanged on the statement of operations. 

9. PENSION PLANS 

Defined Benefit Plans 

Big Rivers has noncontributory defined benefit pension plans covering substantially all employees who 
meet minimum age and service requirements. The plans provide benefits based on the participants’ years 
of service and the five highest consecutive years’ compensation during the last ten years of employment. 
Big Rivers’ policy is to fund such plans in accordance with the requirements of the Employee 
Retirement Income Security Act of 1974. 

The salaried employees defined benefit plan was closed to new entrants effective January 1 , 2008, and 
the bargaining employees defined benefit plan was closed to new hires effective November 1,2008. 
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The Company simultaneously established base contribution accounts in the defined contribution thrift 
and 40 1 (IC) savings plans, which were renamed as the retirement savings plans. The base contribution 
account for an eligible employee, which is one who meets the minimum age and service requirements, 
but for whom membership in the defined benefit plan is closed, is funded by employer contributions 
based on graduated percentages of the employee’s pay, depending on his or her age. 

On December 3 1,2007, the Company adopted SFAS No. 158, Employem ’ Accounting for Defined 
Benejt Pension and Other Postretirement Plans - an amendment of FASB Statements No. 87, 88,106, 
and 1.32(R) (“SFAS No. 158”). SFAS No. 158 required the Company to recognize the funded status of 
its pension plans and other postretirement plans (see Note 11 - Postretirement Benefits Other Than 
Pensions). SFAS No. 158 defines the funded status of a defined benefit pension plan as the fair value of 
its assets less its projected benefit obligation, which includes projected salary increases, and defines the 
funded status of any other postretirement plan as the fair value of its assets less its accumulated 
postretirement benefit obligation. 

SFAS No. 158 also requires an employer to measure the funded status of a plan as of the date of its 
year-end balance sheet and requires disclosure in the notes to the financial statements certain additional 
information related to net periodic benefit costs for the next fiscal year. The Company’s pension and 
other postretirement benefit plans are measured as of December 3 1,2008 and 2007. 

The following provides an overview of the Company’s noncontributory defined benefit pension plans. 

A reconciliation of the Company’s benefit obligations of its noncontributory defined benefit pension 
plans at December 3 1,2008 and 2007, follows: 

2008 2007 

Benefit obligation -- beginning of period 
Service cost -benefits earned during the period 
Interest cost on projected benefit obligation 
Participant contributions (lump sum repayment) 
Benefits paid 
Actuarial loss 

Benefit obligation - end of period 

$19,889 $17,464 
1,072 95 8 
1,220 1,058 

(248) ( 124) 
2,002 533 

318 

$24,253 $19,889 

The accumulated benefit obligation for all defined benefit pension plans was $1 8,568 and $14,789 at 
December 3 1,2008 and 2007, respectively. 

A reconciliation of the Company’s pension plan assets at December 3 I ,  2008 and 2007, follows: 

2008 2007 

Fair value of plan assets - beginning of period 
Actual return on plan assets 
Employer contributions 
Participant contributions (lump sum repayment) 
Benefits paid 

Fair value of plan assets - end of period 

$21,820 $16,416 
(5 f 094) 1,006 
3,500 4,522 

(248) (1 24) 
317 

$20,295 $21,820 
P 
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The funded status of the Company’s pension plans at December 3 1,2008 and 2007, follows: 

2008 2007 

Benefit obligation - end of period 
Fair value of plan assets - end of period 

Funded status 

$ (24,253) $ (19,889) 
20,295 21,820 

$ (3,958) $ 1,931 

Components of net periodic pension costs for the years ended December 3 1 , 2008,2007, and 2006, were 
as follows: 

2008 2007 2006 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 

Net periodic benefit cost 

$ 1,072 $ 9.58 $ 838 
1,220 1,058 926 

19 19 19 
247 28.5 212 

(1,516) (1,167) (828) 

$ 1,042 $ 1,153 $1,167 - 

A reconciliation of the pension plan amounts in accumulated other comprehensive income at 
December 3 1,2008 and 2007, follows: 

2008 2007 

Prior service cost 
Unamortized actuarial (loss) 

Accumulated other comprehensive income 

$ (78) $ (97) 
(1 3,226) (4‘86 1) 

In 2009, $19 of prior service cost and $828 of actuarial loss is expected to be amortized to periodic 
benefit cost. 

The recognized adjustments to other comprehensive income at December 3 1 , 2008, follows: 

2008 

Prior service cost 
Unamortized actuarial (loss) 

Other comprehensive income $ (8,346) 
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At December 3 1,2008 and 2007, amounts recognized in the statement of financial position were as 
follows: 

2008 2007 

Noncurrent assets 
Noncurrent 1 i abi 1 ity 

Net amount recognized 

$ -  $ 1,931 
(3,958) 

$ (3,958) $ 1,931 
= 

Assumptions used to develop the projected benefit obligation and determine the net periodic benefit cost 
were as follows: 

2008 2007 2006 

Discount rate - projected benefit obligation 
Discount rate - net periodic benefit cost 
Rates of increase in compensation levels 
Expected long-term rate of return on assets 

6.38 % 6.25 Yo 5.75 % 
6.25 5.75 5.75 
4.00 4.00 4.00 
7.25 7.25 7.25 

The expected long-term rate of return on plan assets for determining net periodic pension cost for each 
fiscal year is chosen by the Company from a best estimate range determined by applying anticipated 
long-term returns and long-term volatility for various asset categories to the target asset allocation of the 
plans, as well as taking into account historical returns. 

IJsing the asset allocation policy adopted by the Company noted in the paragraph below, we determined 
the expected rate of return at a 50% probability of achievement level based on (a) fonvard-looking rate 
of return expectations for passively-managed asset categories over a 20-year time horizon and 
(b) historical rates of return for passively-managed asset categories. Applying an approximately 
80%/20% weighting to the rates determined in (a) and (b), respectively, produced an expected rate of 
return of 7.28%, which was rounded to 7.25%. 

The general investment objectives are to invest in a diversified portfolio, comprised of both equity and 
fixed income investments, which are further diversified among various asset classes. The diversification 
is designed to minimize the risk of large losses while maximizing total return within reasonable and 
prudent levels of risk. The investment objectives specify a targeted investment allocation for the pension 
plans of up to 65% equities. The remaining 35% may be allocated among fixed income or cash 
equivalent investments. Objectives do not target a specific return by asset class. These investment 
objectives are long-term in nature. As of December 31,2008 and 2007, the investment allocation was 
47% and 49%, respectively, in equities and 53% and 5 I%, respectively, in fixed income. 
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Expected retiree pension benefit payments projected to be required during the years following 2008 are 
as follows: 

Years Ending 
December 31 

2009 
201 0 
201 1 
2012 
2013 
2 0 1 4-20 1 8 

Totat 

b 

Amount 

$ 1,092 
1,860 
1,663 
2,78 1 
3,711 

12,304 

$23,411 

In 2009, the Company expects to contribute $1,169 to its pension plan trusts. 

Defined Contribution Pans 

Big Rivers has two defined contribution retirement plans covering substantially all employees who meet 
minimum age and service requirements. Each plan has a thrift and 401(k) savings section allowing 
employees to contribute up to 75% of pay on a pre-tax and/or after-tax basis, with employer matching 
contributions equal to 60% of the first 6% contributed by the employee on a pre-tax basis. 

A base contribution retirement section was added and the plan name changed from thrift and 401(k) 
savings to retirement savings, effective January 1,2008, for the salaried plan and November 1,2008, for 
the bargaining plan. The base contribution account is funded by employer contributions based on 
graduated percentages of pay, depending on the employee’s age. 

The Company’s expense under these plans was $308 and $215 for the years ended December 3 1,2008 
and 2007, respectively. 

Deferred Compensation Plan 

Effective May 1,2008, Big Rivers established a nonqualified deferred compensation plan for its eligible 
employees who are members of a select group of management or highly compensated employees. The 
purpose of the plan is to allow participants to receive contributions or make deferrals that they could not 
receive or make under the salaried employees qualified defined contribution retirement savings plan 
(formerly the thrift and 401(k) savings plan) as a result of nondiscrimination rules and other limitations 
applicable to the qualified plan under the Internal Revenue Code. The nonqualified plan also allows a 
participant to defer a percentage of his or her pay on a pre-tax basis. 

The nonqualified deferred cornpensation plan is unfunded, but the Company has chosen to finance its 
obligations under the plan, including any employee deferrals, through a rabbi trust. The trust assets 
remain a part of the Company’s general assets, subject to the claims of its creditors. The 2008 employer 
contributions and deferred compensation expense, and the trust asset and deferred liability balances as of 
December 3 1,2008, were each $37. 

KITJC 1-12 
486 of 491 



DCS0522906 Not Proofread/Not Footed 
BIG RIVERS FINANCIALS V4 (2) DOC70 be returned to Delortte & Touche LLP arid not to be reproduced 117 a17yfomt wrthout therrpernirssroi78~49 PM 

Preliminary Draft - For Discussion Purposes Only March 18,2009 

10. FAIR VALUE OF FINANCIAL INSTRUMENTS 

In September 2006, the FASB issued FASB Statement No. 157, Fair VaZue Measurements 
(“SFAS No. 157”). SFAS No. 157 defines fair value, establishes a framework for measuring fair value 
and expands disclosures about fair value measures. It applies under other accounting pronouncements 
that require or permit fair value measurements and does not require any new fair value measurements. 
SFAS No. 157 is effective for fiscal years beginning after November 15,2007. The adoption of SFAS 
No. 1.57 had no impact on the Company’s results of operations and financial condition. 

The carrying value of cash and cash equivalents, accounts receivable, and accounts payable approximate 
fair value due to their short maturity. At December 3 1, the Company’s cash and cash equivalents 
included short-term investments in an institutional money market government portfolio account that 
were recorded at fair value which were determined using quoted market prices for identical assets 
without regard to valuation adjustment or block discount, as follows: 

2008 2007 

institutional money market government portfolio - level 1 inputs $ 38,424 $ 148,316 

The fair value of restricted investments is determined based upon quoted market prices and rates. The 
carrying value of the investments is recorded at accreted value and the terms of the investment are 
within Note 4. The estimated fair values of the restricted investments are as follows: 

2008 2007 
Carrying Fair Carrying Fair 
Amount Value Amount Value 

Restricted investments $ -  $ -  $ 192,932 $250,088 

It was not practical to estimate the fair value of patronage capital included within other deposits and 
investments due to these being untraded companies. 

It was not practical to estimate the fair value of long-term debt due to Big Rivers’ inability to obtain 
long-term debt from outside parties. 

11. POSTRETJXEMENT BENEFITS OTHER THAN PENSIONS 

Big Rivers provides certain postretirement medical benefits for retired employees and their spouses. As 
of July 1,2001, Big Rivers pays 85% of the cost from age 62 to 65 for all retirees. For salaried 
employees who retired prior to December 3 1, 1993, Big Rivers pays 100% of Medicare supplemental 
costs. For salaried employees who retire after December 3 1, 1993, Big Rivers pays 25% plus $25 per 
month of the Medicare supplemental costs. 

On December 8,2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 
(the “Medicare Act”) was enacted. The Medicare Act created Medicare Part D, a new prescription drug 
benefit that is available to all Medicare-eligible individuals, effective January 1, 2006. National Rural 
Electric Cooperative Association (NRECA), the provider of Big Rivers’ health plan coverage through 
the NRECA Group Benefits Trust, chose to become a Medicare Part D provider. Effective January 1, 
2006, Part D coverage is the only drug coverage available to Big Rivers’ Medicare-eligible retirees. 
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The discount rates used in computing the postretirement benefit obligation and net periodic benefit cost 
were as follows: 

2008 2007 2006 

Discount rate - projected benefit obligation 
Discount rate - net periodic benefit cost 

6.32 % 5.85 % 5.75 % 
5.85 5.75 5.75 

The health care cost trend rate assumptions as of December 3 1, 2008 and 2007, were as follows: 

2008 2007 

Initial trend rate 
Ultimate trend rate 
Year ultimate trend is reached 

7.90 % 9.00 Yo 
4.50 % 5.50 % 

2028 2012 

A one-percentage-point change in assumed health care cost trend rates would have the following effects: 

2008 2007 

One-percentage-point decrease: 
Effect on total service and interest cost components 
Effect on year end benefit obligation 

One-percentage-point increase: 
Effect on total service and interest cost components 
Effect on year end benefit obligation 

$ (37) $ (28) 
(290) (268) 

44 34 
337 3 13 

A reconciliation of the Company’s benefit obligations of its postretirement plan at December 3 1,2008 
and 2007, follows: 

2008 2007 

Benefit obligation - beginning of period 
Service cost - benefits earned during the period 
Interest cost on projected benefit obligation 
Participant contributions 
Benefits paid 
Actuarial (gain) or loss 

Benefit obligation - end of period 

$2,862 $2,695 
129 85 
167 153 
61 45 

(1 79) (170) 
(92)--..-.- 54 

P $2,948 $2,862 

A reconciliation of the Company’s postretirement plan assets at December 3 1,2008 and 2007, follows: 

2008 2007 

Fair value of plan assets - beginning of period 
Employer contributions 
Participant contributions 
Benefits paid 

$ -  $ -  
118 125 
61 45 

(179) (170) 

$ -  = Fair value of plan assets - end of period $ -  
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The funded status o f  the Company’s postretirement plan at December 3 1, 2008 and 2007, follows: 

2008 2007 

Benefit obligation - end of period 
Fair value of plan assets - end of period 

$ (2,948) $ (2,862) 

$ (2,948) $ (2,862) Funded status P 

The components of net periodic postretirement benefit costs for the years ended December 3 1 , 2008, 
2007, and 2006, were as follows: 

2008 2007 2006 

Service cost 
Interest cost 
Amortization of prior service cost 
Amortization of actuarial (gain) 
Amortization of transition obligation 

Net periodic benefit cost 

$129 $ 85 $145 
167 153 143 

2 2 2 
(60) (70) (80) 

31 31 __-- 31 - 

- $269 = $201 $241 - 

A reconciliation of the postretirement plan amounts in accumulated other comprehensive income at 
December 3 1,2008, follows: 

2008 

Prior service cost 
Unamortized actuarial gain 
Transition obligation 

Accumulated other comprehensive income $ 1,080 

In 2009, $2 of prior service cost, $65 of actuarial gain, and $30 of the transition obligation is expected to 
be amortized to periodic benefit cost. 

The recognized adjustments to other comprehensive income at December 3 1,2008 and 2007, follows: 

2008 2007 

Prior service cost 
tJnamortized actuarial gain 
Transition obligation 

Other comprehensive income $ 65 $ 1,015 
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At December 3 1, 2008 and 2007, amounts recognized in the statement of financial position were as 
follows: 

2008 2007 

Accounts payable 
Other deferred credits 

Net amount recognized 

$ (156) $ (138) 
(2,792) (2,724) 

Expected retiree benefit payments projected to be required during the years following 2008 are as 
follows: 

Year Amount 

2009 
2010 
201 1 
2012 
2013 
20 14-20 18 

Total 

$ 156 
178 
197 
220 
25 5 

1,419 

$ 2,425 ______ 

In addition to the postretirement plan discussed above, in 1992 Big Rivers began a postretirement 
benefit plan which vests a portion of accrued sick leave benefits to salaried employees upon retirement 
or death. To the extent an employee's sick leave hour balance exceeds 480 hours such excess hours are 
paid at 20% of the employee's base hourly rate at the time of retirement or death. The accumulated 
obligation recorded for the postretirement sick leave benefit is $408 and $345 at December 3 1,2008 and 
2007, respectively. The postretirement expense recorded was $63, $5 1, and $44 for 2008,2007, and 
2006, respectively, and the benefits paid were $0, $0, and $20 for 2008, 2007, and 2006, respectively. 

12. RELATED PARTIES 

For the years ended December 31,2008,2007, and 2006, Big Rivers had tariff sales to its members of 
$1 14,514, $1 13,281, and $108,737, respectively. In addition, for the years ended December 3 1,2008, 
2007, and 2006, Big Rivers had certain sales to Kenergy for the Aluminum Smelters and Domtar Paper 
(formerly Weyerhaeuser) loads of $55,124, $123,094, and $57,374, respectively. 

At December 3 1,2008 and 2007, Big Rivers had accounts receivable from its members of $16,540 and 
$20,052, respectively. 

Big Rivers is involved in litigation arising in the normal course of business. While the results of such 
litigation cannot be predicted with certainty, management, based upon advice of counsel, believes that 
the final outcome will not have a material adverse effect on the financial statements. 
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14. TERMINATION OF THX LG&E LEASE AGREEMENT 

The Big Rivers board of directors adopted resolutions on February 23,2007, authorizing management, 
among other things, to execute a Transaction Termination Agreement among Big Rivers Electric 
Corporation, LG&E Energy Marketing Inc., and Western Kentucky Energy Corp. (the “Termination 
Agreement”). The Termination Agreement establishes the terms on which Big Rivers, on the one hand, 
and LG&E Energy Marketing Inc. and Western Kentucky Energy Corp. on the other hand, agree to 
terminate a series of contractual relationships established in 1998 under which, among other things, 
LG&E Energy Marketing Inc. and Western Kentucky Energy Corp. currently lease and operate the 
generating units owned or previously operated by Big Rivers, and sell power to Big Rivers to use in 
meeting the requirements of its system. Those resolutions additionally authorize management to sign 
various agreements under which Big Rivers agrees to sell its member, Kenergy Corp., 850 MW in the 
aggregate for resale to Alcan Primary Products Corporation and Century Aluminum of Kentucky 
General Partnership, contingent upon the closing of the transaction contemplated in the Termination 
Agreement. Applications seeking the necessary state regulatory approvals and tariff revisions required to 
implement these transactions were filed with the Kentucky Public Service Commission (Commission) 
on December 28,2007, in P.S.C. Case Nos. 2007-00455 and 2007-00460. An order granting the relief 
sought in Case No. 2007-00460 was entered on June 25,2008. By order dated March 6,2009, the 
Commission entered a final order in Case No. 2007-00455 granting substantially all the relief sought by 
Big Rivers, and requiring the joint applicants to agree to certain conditions imposed in its order. Letters 
agreeing to those conditions were filed with the Commission on March 13,2009, and the parties are 
working to complete the steps required to close the transactions contemplated in the Termination 
Agreement. 
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BIG RIVERS ELECTRIC CORPORATION'S 
RESPONSE TO THE KENTUCKY INDIJSTRIAL UTILITY 

CUSTOMERS, INC.'S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-13) Please refer to Exhibit 47, p. 46 of 60: 

a. How much money does E.ON claim Big Rivers owes it for Energy 
imbalance services. 

b. Please provide all documents, memos or e-mails provided to or received 
?om E.ON on the Energy Imbalance issue. 

Response) a. E.ON did not quantify the amount of its claim against Big Rivers 
'or Energy Imbalance service. However, were all of E.ON's claims deemed to be valid 

'which Big Rivers continues to believe they would not be) the obligations theoretically 
:ould be significant and in the tens of millions of dollars. 

b. See attached. Big Rivers has made a good faith investigation to 
dentifjl and produce all information that is responsive to this data request. If Big Rivers 
ubsequently discovers additional information responsive to this data request that has not 
)een produced with this response, this response will be supplemented to provide that 
nformation. 

Witness) C. William Blackburn 
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Page 1 of 1 



M 001 

220 W. Main Street, Louisville, KY 40202 

FAX Date: 3/12/2003 
Number of pages including cova sheet: 3 - I 

Phone: 
Fax phone; 270-827-2 10 1, 

From: 
MartynGaIlm 
SI. Vice Prcsidmt 
Energy Marketing 

Phone: (502) 627-4216 
(502) (5274175 Fax ~ ~ O D C :  

c I 

REMARKS: n urgmt Foryourreview 0 Rep1yASA.P Pleasecomment 

CONRDENTLALITY NOTICE 

The informution contained in this facsimilc message, and in  my nccompmying docummts, constitutcs privileged confidcntial 
infomadoll which belongs to LG&E Energy COT. This infomarion is intended only for the usc of the individual OT mtitynnmsd 
above. If you are not the intcnded recipient of this infomarim, or irn employee or agent responsible for ddivdng t b i s  mcssage to the 
intcndedrecipicnt, you we herebynatificd rhat any disclosure, copying, distribution, dissemination, mrhe taking of any action 
relimce on this information, is stricriy prohibited. lf you havc recdvedthis facsimile nicssagc in errm, please notify us immediately 
by tekephorie at the number listed above in order to mange for jrs rctum t o  us. Thnnlc you. 

KlUC I-13b 
1 of 11 



Confidential 
Do Not Distribute 

Talking Points for March 12,2003 Discussion 

Schedule 2- 

0 

0 

PVA includes reactive power “for Control Area operations” up to the electrical net output of 
fhe plaits in that hour, multiplied by 0.329. There is a floor of 608 h’rw times 0.329. 
We do not believe that it was intended that there be a measurement of a c ~ u d  megavas 
consumed. instead, we believe that the 0.329 factor was intended only to show a deemed 
mcgavar consumption for each trmsadon using the BREC transmission system. That is 
consistent with how we think Schedule 2 of our tariff was intended to work, particularly if 
you look at the rates (which are not rates for additional rnegavsrs consumed, but for the 
capacity deemed to be tied up for vars production by transactions using the transmission 
system), 

Scheduic 3 - Load Following Service 

0 PVA includes all load followhg required with respect to “Member Powei”. All other load 
following is at LEM’s tariff rates 
There are limits on load following, such as LEM not supplying load following above the 
Base Power h i t  or with rcspect to loss of a third party rcsource. 

Schedule 4 - Energv Imbalance Service 

0 

0 

PVA does riot include any energy imbdance service. 
Charges for energy imbalance service comc from a comparison of BRIEy s “scheduled 
deli~ery’~ to BREC’s “integrated hourly metered load.” Each separate transaction scheduled 
by BREC is subject to this analysis, 
BREC should be billed for the exact scheduled amount at the prke per MWH in the PPA for 
Base Power. Thc variation, which is the energy imbdance, is charged as follows: 
e if the dlffermce is 5 1.5% ofthe scheduled delivery, then tlierc is a retum in like kind of 

energy. 
if the difference i s  > 1.5% of the scheduled delivery, then payment i s  made: 
(a) 

(b) 

0 

if BREC took more than scheduled, LEM gets greater of $100 per MWH or our 
actual cost. 
if BREC took less than scheduled, BREC gets 90% of LEM’s decremental cost, 
which is the system lambda for that hour. 

KWC 1-13b 
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M 003 

Confidmtid 
Do Not Distribute 

WiIIamette Energv Imbalance_ 

We believe Ut Willamate's energy imbalances to date have not bcen properly appIicd. As 
described above for enmgy imbalance service, Wdlamette should be billed for all energy 
over OT under the deadband if that deadband is exceeded. 

Basc Power Limit 

e We intend to enforce the 597 MW b i t  on Base Power. Among other thhings, this means that 
any energy imbalance during an hour, to &he extent 597 MW are already being supplied to 
BREC, c m o t  be returned during that same hour with the purchase of more Base Power. 
Instend, BREC needs to return that power during a like hour with like conditions. 

0 BREC is not entitled to change the schedule for an hour after the 30 minutes prior to the start 
of that hour of flow has passed. 
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201 T i d  Street 

P.O. Box 24 
Henderson. KY 13419-0024, 
270-827-2561 
wm-.bigrivers.com 

May 13,2003 

Martyn Gallus 
LG&E Energy Marketing Inc. 
220 West Main Street 
P.O. Box 32380 
Louisville, KY 40202 

Re: Provision of Energy Imbalance Power Under the Big Rivers-LG&E Energy 
Transaction 

Dear Martyn: 

As a follow-up to our meeting this morning regarding ancillary services under the July 1998 
Power Purchase Agreement between Big Rivers and LEM (“PPA”), I am hereby providing this 
letter to set forth Big Rivers’ interpretation of how the energy imbalance issue is treated in the 
Power Purchase Agreement with respect to Member Load. 

As a starting point, I note that unlike the other ancillary services required by Order No. 888, 
there is no explicit provision governing energy imbalance for Member Load incorporated as part 
of the PPA, and thus no basis on which to assess a charge without modifying the agreement. 
Although the PPA represents Big Rivers’ service agreement under LEM’s ancillary services 
tariff, and that tariff provides a rate for energy imbalance that is to apply to third-parties serving 
load within Big Rivers’ control area, nowhere is there a provision in the PPA that applies that 
energy imbalance provision to Big Rivers’ Member Load. The absence of a specific provision 
regarding Energy Imbalance applied to Member Load in the PPA is intentional. The intent of the 
PPA was to provide all ancillary services needed for Member Load supplied by LEM Base 
Power at no additional charge. With respect to energy imbalance, the ‘PPA was intentionally 
structured to eliminate the possibility of an energy imbalance by making the amount of Base 
Power actually supplied by LEM the amount billed. There is no provision in the PPA for billings 
based on schedules. 

Under Section 6.4(a) of the PPA, monthly billings for Base Power equal the sum of (i) the 
applicable Base Pawer rates multiplied times “the number of megawatt hours delivered to Birr, 
-- Rivers during the prior month” and (ii) any adjustment for Big Rivers failing to meet its 
minimum purchase requirements. Section 6.4(a) of the PPA then provides the method for 
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Martyn Gallus 
May 13,2003 
Page 2 

determining the total deliveries to Big Rivers for which Big Rivers owes payment to LEM each 
month at the Rase Power Price, stating as follows: 

Rase Power delivered to Big Rivers during the prior month shall be 
determined as the total metered load delivered by Big Rivers to 
Members during the prior month at the Points of Metering as set 
forth in Exhibit C, plus the total megawatt-hours of Base Power 
Big Rivers scheduled fiom LEM during the previous month for 
resale to third parties other than Members metered at the applicable 
Point(s) of Delivery as set fort in Exhibit B, plus average annual 
transmission losses imputed to Power delivered by Big Rivers to 
the Members and Power delivered for resale to third parties (with 
such losses to be equal to the effective annual loss rate applied to 
transmission service during the same time period, as calculated 
pursuant to the Transmission Service and Interconnection 
Agreement), minus any purchase from SEPA or other third-parties 
delivered through the Points of Metering.” 

(emphasis added). As can be seen fiom the above, the only role that schedules play in this 
analysis is with regard to schedules for resale to third-parties (usually off-system). Having Base 
Power charged based on actual deliveries rather than schedules eliminates energy imbalances as 
a factor for Big Rivers’ Member Load, thus meeting the parties’ goal of including the cost of 
ancillary services for Member Load within the negotiated rates. Big Rivers and its consultants 
initially established this procedure to eliminate the possibility of energy imbalance as part of the 
predecessor deal with PacifiCorp, and it was left unchanged when that deal was adapted for 
LEM. 

Under this system, monthly metered deliveries at the Member Load Points of Metering are taken 
and then reduced by SEPA and other third-party deliveries through those meters. The remainder 
is then billed to Big Rivers as Member Power. 

Billing for energy imbalances associated with Base Power provided to the Member Load would 
require a restructuring of the PPA billing system. If Big Rivers were to be charged a separate 
Energy Imbalance charge based on deviations from its schedules for Base Power, Big Rivers 
under the current agreement would be required to pay twice for the same power; once as Base 
Power due to the way Base Power is measured based on deliveries through the Member meters 
and once as Energy Imbalance Power. The PPA as written is inconsistent with this approach. 

The PPA itself is silent on the effect of Big Rivers missing a schedule with respect to Base 
Power. Schedule 5.3 of the PPA is premised on pre-schedules that are to be “best estimates,” but 
these scheduling estimates were provided only for planning and preliminary unit commitment, 

Unlike the case with Member Load, the PPA explicitly provides for Energy Imbalance associated 
with non-Member Load in Big Rivers’ control area as a Transmission Support Service per 
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Martyn Gallus 
May 13,2003 
Page 3 

Sections 4. J (c) and 5.8 of the PPA. Per Section 5.8, “such generation-based Ancillary Services 
shall be provided at such rates as LEM establishes, subject to any applicable regulatory policies, 
for such generation-based AncilIary Services, and LEM will charge such amounts to  Big Rivers 
by adjustment to the Power Value Amount.” Accordingly, to the extent that non-Member Load 
in Big Rivers’ control area requires Energy Imbalance Service, actual schedules will be used for 
these third-parties’ deliveries, with charges from LEM corresponding to deviations therefrom. 

Sincerely yours, 

C. William Blackburn 
Vice President Power Supply 

Enclosines 

cc: Michael H. Core 

Gea. F. Hobday, Jr., Esq. 
Paul Thompson, LG&E Energy Corp. 
Thomas DePaull, LG&E Energy Marketing, Inc. 
Ralph Bowling, Western Kentucky Energy COT. 
Ray Thompkins, LG&E Energy Marketing, Inc. 
Steve PhiIIips, Esq., LG&E Energy Marketing, Inc. 
Patrick Northam, Esq., Cneenebaum, Doll & McDonald 
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Mariyn Qalkta 
Sr. Vice President 
Energy Marketing 

LO&E Ensroy Carp 
220 West Main Stmet 
P.O. Box 32030 140232) 
Louisville, Kentucky 40202 
15021 627-4216 
1502) 6274175 FAX 

October 6,2003 

Mr. C. William Blackburn, CMA 
Vice President Power Supply 
Big Rivers Electric Corporation 
201 Third Street 
P.O. Box 24 
Henderson, Kentucky 4241 9-0024 

Re: Energy Imbalance Service 

Dear Bill: 

During our settlement negotiations related to Schedules 2, 3, 5, and 6 of LEM’s ancillary 
services tariff, BREC and LEM agreed to table further discussions related to Energy 
Imbalance Service, or Schedule 4 of LEM’s ancillary services tariff, for a later time. I think 
that approach was conducive to reaching our settlement related to Schedules 2,3,5, and 6, sa 
I appreciate BREC’s willingness to proceed in that manner. 

With that settlement behind us, LEM has begun hrther review of the Energy Imbalance 
Service issue. This is an important matter to LEM, and we will follow up shortly with a 
response to your May 13,2003 letter concerning this issue. In the meantime, LEM has not 
billed BREC for Energy Imbalance Service. This will give the parties an opportunity to 
M e r  discuss the Energy hbalance Service issue. Please note that LEM is not waiving any 
of its rights, admitting any facts, or electing any remedies, whether under the PPA or 
otherwise. 

Pleas:: fee! free to call if you have any questbns. 
L 

Sincerely, 

Martyn Gallus 
Senior Vice President, Energy Marketing 

OCT 8 2003 : BIG RIVERS ELECTRIC COR/! 

cc: David Spainhoward, Vice President, Contract Admin and Reg. Affairs 
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hfftrtyn &Elill6 
Sr. Vice President 
Energy Marketing 

November 26,2003 

L&&E Energy Corp. 
220 West Main Street 
P.O. Box 32030 (40232) 

I Louisville, Kentucky 40202 
(502) 627-42 16 
(502) 627-4 175 F A X  BIG RIVERS ELECTRIC CORP, 

VIA FACSIMILE 

Mr. David Spainhoward 
Vice President Contract Adrninistration and Regulatory Affairs 
Rig Rivers Electric Corporation 
201 Third Street 
Henderson, Kentucky 42420 

RE: Power Purchase Agreement dated July 15, 1998 (the ‘*PPA”) between Big Rivers 
Electric Corporation (“BREC”) and LG&E Energy Marketing Inc. (“LEM”) 

Dear David: 

I send this letter as a follow up to ow meeting on November 24. I have addressed below the 
items we agreed I would cover, particularly (a) LEM’s response to Bill Blackburn’s letter of May 13, 
2003 and (b) the going forward plan that we discussed, including with respect to the scheduling 
concerns we discussed. 

Your May 13 letter misstates the language of the PPA. There is a provision of the PPA that 
entitles LEM to bill for energy imbalance service. Section 5.8 allows LEM to bill BREC for all 
“Transmission Support Services”, which include all generation-based ancillary services that FERC 
might require from time-to-time to be provided by a transmission provider similarly situated to 
BREC. As you know, energy imbalance service fits this definition. The only exclusion from 
Transmission Support Services is for ancillary services “otherwise provided in this Agreement.” This 
reference reflects BREC’s entitlement under Sections 5.5,5.6, and 5.7 of the PPA to a limited extent 
of ancillary services “without adjustment to the Power Value Amount”. Since energy imbalance 
service is a generation-based ancillary service that is poJ provided “without adjustment to the Power 
Value Amount”, LEM is clearly entitled to bill for that service pursuant to Section 5.8 of the PPA. 
As an aside, BREC’s letter argued that Section 5.8 only applies to non-Member Load, but there is 
absolutely no language supporting this limited reading of Section 5.8. 

BREC’s letter suggests that LEM’s interpretation might require RREC to pay twice for the 
same power. Please note that the billing for the Power Value Amount includes two separate 
components, one for the Base Power Price (Section 6.2(d)) and one for the ancillary services supplied 
pursuant to Section 5.8 (Section 6.2(f)). That billing provision recognizes that the provision of 
energy imbalance service is a service that is separate and distinct from the energy that might be 
supplied under the PPA. Thus, B W C  would not be billed twice for the same power, but once for the 
energy under Section 6.2(d) and once for the separate energy imbalance service under Section 6.2(f). 
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I would also note a few logical inconsistencies with BWC’s position that energy imbalance 
service does not apply to Member Load. BREC clearly believes that LEM should bill BREC for 
energy imbalance service with respect to Willamette, but BREC’s position as to energy imbalance 
service generally does not fit with this result. In addition, based on our prior discussions, BREC 
appears to believe that LEM could bill BREC for energy imbalance service to the extent that BREC 
exceeded the Maximum Hourly Purchase Amount, but that result is also inconsistent with BREC’s 
position as to energy imbalance service generally. We believe these types of inconsistencies further 
demonstrate the weakness of BREC’s interpretation of the PPA. 

Your letter also touched on another issue of great importance to LEM, which is BREC’s 
scheduling obligations. As we discussed, BREC’s commitments under Section 5.3 include two 
crucial elements that are of immediate concern. First, BREC’s preschedules are to be BREC’s “best 
estimate” of BREC’s requirements for Base Power. Second, BREC is obligated to “make reasonable 
efforts to minimize changes” in those preschedules. Based on the limited data available to LEM, it 
strongly appears that BKEC is not complying with nther of these obligations. I hereby reiterate my 
request from our meeting that BREC supply LEM with a thorough explanation and supporting data 
demonstrating the manner in which BREC is mi L ting those obligations. I would appreciate a written 
response by December 1 9,2003. 

I would propose that, after BREC sends this written response on the scheduling topic, we 
schedule a face to face meeting in Louisville to discuss bath that response and the energy imbalance 
service issue. We have had productive discussions in the past on similar issues (such as our 
settlement of the disputes regarding reserves supplied to BREC), and it is my hope that these issues 
can be resolved through a similar cooperative process. 

Please note that this letter is not intended by LEM as an admission or as a waiver of any of 
LEM’s rights, under the PPA or otherwise. 

Sincerely, 

LG&E ENERGY MARKETING INC. 

Martyn dallus 
Senior Vice President, Energy Marketing 

cc: Paul Thompson 
Ralph Bowling 
Ray Tompkins 
Tom DePaull 
Steve Phillips 
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Mattyn Gallus 
Sr. Vice President 
Energy Marketing 

August 13,2004 

Sent via Fax: (2 70) 82 7-21 01 

Mr. C. William Blackburn 
Vice President Power Supply 
BIG RIVERS ELECTRIC CORPORATION 
201 Third Stxeet 
Henderson, Kentucky 42420 . 

LG&E Energy U C  
220 West Main Street 
P.O. Box 32030 140232) 
Louisville, Kentucky 40202 
(502) 627-4216 
1502) 627-4 175 F A X  
msrtyn.ga//lus@/geenerg y.com 

I BIG RIVERS ELECTRIC CORP. I 
RE: Power Purchase Agreement dated July ? 5 ;  1998 (the “PPA”) between Big Rivers Electric 

Corporation (“BREC”) and LG&E Energy Marketing Tnc. (“LEM’) 

Dear Bill: 

This letter has two purposes. First, I am Writing to document the recent acknowledgment by 
RREC that LEM may, in certain limited circumstances, bill BREC for energy imbalance service. 
Second, I am writing to better document the existing temporary tabling of the remainder of the 
energy imbalance service and/or other related damage disputes, which the parties have still not 
resolved, Please note that I am sending you concurrently with this letter a separate letter on the 
scheduling obligations of the parties under the PPA, so this letter is not intended to address any 
o f  those issues. 

Per my discussion with you and David Spainhoward on August 9, 2004, RREC acknowledges 
that the t e r n  of the PPA and Schedule 4 of LEM’s “Schedule of Rates for Sale of Generation- 
Based Ancillary Services” (the “LEM Tariff’) entitle LEM to bill BREC for energy imbalance 
service. BREC’s acknowledgement, however, Only applies when BREC takes more energy than 
the sum of the “Maximum Hourly Power Purchase Amount” (currently 597 MWH) and a 1.5% 
deadband in any one hour after August 1, 2004. LEM disagrees that this is the only 
circumstance entitling LEM to charge for energy imbalance service, and the circumstances LEM 
believes entitle it to charge for energy imbalance service include, but are not limited to, hours 
when BREC takes any energy above the Max imu  Hourly Power Purchase Amount. 
Nonetheless, pursuant to this acknowledgement, LEM will commence, starting August 1 , 2004, 
to bill BREC $100/MwII for each MWH taken above 606 M W  in any one hour (unless of 
course the highest price paid by LEM for pmhased or generated power in that same hour 
exceeds $lOO/MV\rH, in which case this higher price will be billed). 

4 

The parties both acknowledge, however, that they have not resolved any other disputes 
surrounding energy imbalance service under the LEM Tariff or any other damages that might be 
associated with differences between schedules of energy submitted to LEM by BREC and 
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Mr. C. William Blackburn 
August 13,2004 
Page 2 

_. 

BREC’s actual energy takes. Several months ’go, at BREC’s request, LEM agreed to suspend 
pursuit of these other disputes pending our restructuring discussions. Subject to the 
acknowledgment set forth in the preceding paragraph, LEM continues to abide by that 
agreement. However, I wanted to be sure that you understood that this delay, which was 
requested by BREC, is not intended by LEM tp constitute a waiver of any of LEM’s rights under 
the PPA or otherwise. During this period, additional energy imbalance charges and/or other 
darnages have continued and are expected to continue to accrue, and BREC is foregoing any 
opportunity that it otherwise would have had tmninimize those damages. Also, LEM reserves 
the right to proceed to enforce these rights at such time as LEM determines that the restructuring 
discussions are not progressing in a satisfactory fashion. Without limiting the foregoing, please 
note that this reservation of rights also applies to any amounts that might be due to LEM from 
BREC for energy imbalance service under the LEM Tariff with respect to any amounts of energy 
taken by BREC, (a) prior to August 1, 2004, above the “Maximum Hourly Power Purchase 
Amount” and (b) on and after August 1, 2004, above the “Maximum Hourly Power Purchase 
Amount” but less than the sum of the ‘‘Maximum Hourly Power Purchase A~OLIII~’’ and 1.5% of 
that amount. 

I appreciate your willingness to conclude ow energy imbalance discussions on this particular 
issue since it was not in debate. Please immediately advise me of any inaccuracies in my 
descriptions of the above. 

Please note further that LEM reserves all o f  its rights with respect to the matters referenced in 
this letter, whether under the PPA or otherwise. 

Sincerely, 

LG&E ENERGY MARKETING INC. 

M& Gallus 
Senior Vice President, Energy Marketing 

cc: David Spainhoward 
Paul Thompsan 
Ralph Bowling 
Ray Tompkins 
Tom DePaull 
Steve Phillips 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDTJSTRIAL IJTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQTJEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

Item 1-14) 
that were used to develop: 

Please provide all financial models in electronic format with cells intact 

a. Exhibit 42 (Filing requirement 807 KAR 5:001 Section 10(7)(d)). 

b. Exhibit Seelye-2 (including schedules 1.01 - 1.13). 

c. Exhibit Seelye-4. 

Response) Please see attached CD for the responses to Item 14, a, b and c. 

Witness) C. William RlackburdSteven Seelye 
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BIG RIVERS ELECTRIC CORPORATION'S 
RESPONSE TO THE KENTUCKY INDIJSTRIAL UTILITY 

CUSTOMERS, INC. 'S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-15) Please update Exhibit Seelye-2, Schedule 1.01 with current NOX 
dlowance prices. 

Response) 
prices used. The current NOx allowance prices are based on the Coal Trader; March 16, 
2009 price of NOx allowances. The prices reflected in the attached Schedule 1.01 reflect 
$2,200.00 for the annual NOx allowances and $571 .OO for the seasonal NOx allowances. 

[t is important to note that the actual price paid by Big Rivers to Western Kentucky 
Energy Corp. (WKEC) will be the invoice to Big Rivers reflecting the price WKEC paid 

to acquire allowances at the time of purchase. Whatever the price, Big Rivers must have 
sufficient cash to meet its obligation to WKEC. 

Please see attached Seelye-2, Schedule 1.01 with current NOx allowance 

Witness) David SpainhowardSteve Seelye 

Item 1-15 
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Schedule 1.01 revised for KIUC 1-15 
Sponsoring Witness: Spainhoward 

Big Rivers Electric Corporation 
Proforma Adjustments 

Incremental Environmental O&M 

1 Proforma Year * 2,802,657 
2 Historical Year 600,155 
3 Proforma Adjustment 2,202,502 

4 
5 

Account 413 - Expenses of Electric Plant Leased 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-share is 20%. In 201 1 it's 40.26%. Thereafter, thru 
2023, it's 33.9% 

KIUC I tem 1-15 
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BIG RIVERS ELECTRIC CORPORATION’S 
RESPONSE TO THE KENTUCKY INDUSTRIAL UTILITY 

CUSTOMERS, INC.’S MARCH 17,2009 FIRST DATA REQUEST 
TO BIG RIVERS ELECTRIC CORPORATION 

March 24,2009 
PSC CASE NO. 2009-00040 

[tern 1-16) 
md general plant expenditures construction budget for 2009). 

Please refer to Exhibit Spainhoward- 1 (transmission plant expenditures 

a. Please identify which of these budget items Rig Rivers has considered 
deferring past 2009. 

b. Please identify which of these budget items Big Rivers currently plans to 
defer past 2009. 

c. Please provide all documents, memos, e-mails or studies which discuss or 
address which 2009 budget items may be deferred past 2009. 

Response) a. See c., below. 
b. See attached. 

c. See attached. Rig Rivers has made a good faith investigation to 
dentify and produce all information that is responsive to this data request. If Big Rivers 
mbsequently discovers additional information responsive to this data request that has not 
7een produced with this response, this response will be supplemental to provide that 

nformation. 

Witness) C. William Blackburn /Steven Seelye 

Item 1-16 
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Big Rivers Electric Corporation 
2009 Transmission and A&G Construction & Capital Budget 
(includes capitalized interest & labor overheads) 

WOlProject Est. Date 
Number In-Service DescriDtion 0 ria i n a I & Revised 

-- 

KIUC Item 1-16 a & b 
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Big Rivers Electric Corporation 
2009 Transmission and A&G Construction & Capital Budget 
(includes capitalized interest & labor overheads) 

Description 
2009 CaDital Budaet 

Number In-Sewice 

1420H021 10109 Digital Fault Recorder Upgrade for Wilson 
W8640000 12/09 Falls of Rough-McDaniels 69 kV Line . 515,193 (465,193) 
1370H002 12/09 Hancock 69kV Capacitor Bank 
1370H009 10109 Horse Fork Tap 69kV Switch Modification 

134,927 134,927 W8950000 03/09 McCracken Co 69kV Line Terminal for Olivet Tap 
1370H012 06/09 McCracken Co RTU Replacement 

12,443 12,443 1370H003 
379,367 379,367 W8700000 07/09 Oil Spill Prevention Control & Countermeasures System - 
572,917 572'91 7 W9170000 07/09 Olivet-Church Road Tap 4.6 M 69kV Line 

12/09 Pole Change Outs- 609,767 609,767 1420H007 
207,539 207,539 W9260000 02/09 

W8850000 02/09 Reconductor Line 6-A Reid SwydlDaviess Co Sub 367,942 367,942 
06/09 REHV to Hopkins 161kV Reroute 198,512 198,512 

1370H013 12/09 Reid 69kV RTU Replacement _- 
241,454 241,454 
49,674 49,674 
15,932 15,932 
15,932 - 15,932 
28,932 28,932 

923 923 
50,000 

317,135' (317,135) 0 
58,114 (58,114) 0 

38,817 (38,817) 0 
National AL 13.8kV Switchgear for Southwire Feed --- -- 

~~ 

Reconductor 4-K & 5-D between Hopkins & S Hanson 

1370H008 

1420H006 09/09 Replace Fifteen (15) 161 kV Disconnects at Reid 
1420H025 
1420H004 06/09 Replace Substation Battery at Livingston Co Substation 
1420H002 06/09 Replace Substation Battery at McCracken Substation 
1420H003 06/09 Replace Substation Battery at Wilson EHV Substation 
1420H001 05/09 Replace Substation Security Fence at Hardinsburg Substation 
1420H005 09/09 Replace Three (3) MlOD Operators at Dover 

64,888 64,888 1420H026 
1,069,005, 1370H017 09/09 Spill Prevention Containment Control Implementation - 

W9230000 01/10 Two Way Radio System 6,167,892 (5,167,892) 1,000,000 
6,846 6,846 1420H010 12/09 Upgrade Metering at Coleman Road to 28 MVA 

218,653 218,653 W9070000 03/09 US 60 Bypass Relocation Lines 18-G & 13-E 
W9300000 12/10 White Oak Substation -~ 3,816,39'8 (1,816,398) 2,000,000 

11,526 11,526 
0 

1370H001 12/10 Wilson 161-69kV Substation Facilities 
-1- 

1370H004 , 12/10 Wilson 69kV Line to Centertown .~ ~ 1 1 7,716 (1 1 7,716) 
Total 2009 BREC Construction Budget 16,436,813 (8,751,957) 7,684,856 

38,644 (38,644) 0 

03/09 Replace Nine (9) 69kV PTs at Daviess County Sub 

26,676 (26,676) 0 
27,002 (27,002) 0 

04/09 Replace Twelve (12) 69kV PTs at Henderson County Sub 
1,069,005 

-.--- 

KIUC Item 1-16 a & b 
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Cash Summary of Budset Revision: 
2/20/09.- Cost-CuttinglCost-Deferral Required 

Per Budget Review Meetings: 
Big Rivers O&M Reduction 
CapX Reduction 

Total 

CapX Reduction in Pro forma 

Unwind Cost 
Rate Case Expenses up to $431,530 

Member O&M 
Shortfall below $1 0 million on 1/5/2010 

Cash Balance without. Additional Reduction 1/5/2010 

2009 Original Budget - Margins 
Budget Amendment 
201 0 Amended Budget - Margins 

12,902,996 

3,002,240 
9,898,007 

12,900,247 

(3,407,290) 
9,492,957 
(500,000) 
(100,530) 

8,892,427 

1,400,000 
2,610,569 

12,902,996 

7,389,43 1 

18,373,797 
5,680,198 

KIlJC 1 . - 1 6 ~  
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. 

2009 Budget Amendment Summaw - Cash 
(in Millions of $) 

Year End 2009 Cash Balance per Budget 

Adjust to 1/1/2009 Actual Cash Balance 

Rate Increase 

Budget Revisions per Pro forma and Other: 
Electric Energy Sales, Net 
Interest Expense on PCBs 
PCB Refunding Cost 
Incremental Envirornental O&M 
CapX 
Income Taxes 
Rate Case Expenses 
Pension Funding 
Jan 09 Unrealized Market Power Purchases 
Income Taxes not in Pro formalother 

Subtotal 

Budqet Cost-DeferraVCost Cuttina: 
O&M, excluding pro forma adj. above 
CapX, excluding pro forma adj. above 

Other Budqet Revisions: 
Rate Case Exp above $331,000 
Unwind Cost Share 
Storm Damage net out-of-pocket 

Shortfall 

Cash Balance 12/31/2009 

WKEC Lease Payment 
Non-Incremental CapX 
New R U S  Note 

Cash Balance 1/5/2010 

25-Mal 
0.4 

1 .o 

16.6 

(7.6 
(7.5 
5.9 

(2.1 
3.4 
0.5 

(0.1 
(0.8 
0.8 
0.4 

(7*1 

10.9 

4.4 
6.5 

10.9 

(0.1 
(0.E 

(0.E 

2.E 

23.2 

2.E 
(0.6 

(15.8 
(13.8 

10.0 

0.c 

-- 20-Feb 
0.4 

16.6 

(7.6) 
(7.6) 

(2.0) 
5.9 

3.4 

1.8 

.ro.sI 

12.9 

23.8 

2.6 
(0.6) 

(15.8) 
(13.8) 

10.0 

KIIJC 1-1 6~ 
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4 

Expense Budqet - bv RA bv EAC 

RA Total 

Members 
(excluded 
from Adj.) 

(84,200) 

(589,909) 

(201,000) 

(843,100) 

KIIJC 1 - 1  6~ 
38 of 105 



ExDense Budqet - bv RA bv EAC Members 
(excluded 

RA Total from Adj.) 

(1 2,1'70) 

(121,500) 

(1 3,250) 

KIUC 1-1 6~ 
39 of 10s 



Expense Budget - bv RA bv EAC 

O&M Budget Cuts, excl pro forma 

Unwind 

(4,402,240) 

Members 
(excluded 

RA Total from Adj.) 

(1 96,040) 

(5,640) 

(1 8,400) 

(1 0,400) 

(1,400,000) 

KIlJC 1-1 6~ 
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Number In-Service Description Oriclinal 
2009 Capital Budqet 

month purchasec DGA Monitoring for EHV Transformers (Coleman, Wilson, Reid) 290,000 
Hot Oil Spray Transformer Dryout System 110,000 
Battery Load Tester 35,000 
N C  Unit Replacements 16,000 
Energy Control Telephone System 6,000 
Hoist, Grips, and Rope - Replacements 5,000 
ET&S Computer HVAC Unit 3,500 
Hydraulic Pump and Press - Replacement 3,500 
Pool Replacements 2,000 
Portable Generator (2) -- Replacements 1,800 
Typewriter 750 
Go Tract Vehicle - Replacement 450,000 
314 Ton, 4x4 Crew Cab Pickup Truck-Replace Veh #254 40,000 
3/4 Ton, 4x4 Ext Cab Pickup Truck-Replace Veh #258 35,000 
1/2 Ton, 4x4 Ext Cab Pickup Truck-Vegetation Management 27,000 
1/2 Ton, 4x4 Ext Cab Pickup Truck-Replace Veh #262 27,000 
1/2 Ton, 4x4 Ext Cab Pickup Truck-Replace Veh #285 27,000 
GIS-Personal ComputedLaptop ReplacementslServer Replacements 185,000 
Cisco Network Equipment & Switch Upgrades 20,000 
Servers, Firewalls, Switches, Computer Equipment - Disaster Recovery Ce 82,500 

I, Personal Computers--27 Desktops - (22 Replacements, 2 New) 50,100 
Compliance Tracking Software (NERC, SERC, CIPS) 50,000 
Uniterruptible Power Supply (UPS) Replacement 30,000 
Laptop Computers (6 Replacements, 1 New) 21,500 
Cyber Security Equipment 21,000 
Software Tools 20,800 
Autocad Upgrade 20,000 
LaserFiche 15,000 
Remote Access to SOEs, Digital Relays 10,000 
Scanner 10,000 
Printer Replacements (4) 9,500 
Enterprise Risk Management Software 5,000 
Additional Disk for Coop Web Computer 1,500 
Office Furniture 16,500 
Electrical Safety Demo Unit 5,000 
Inductor for High Voltage Demo Trailer 5,000 

---- 

P C ~  

Rescue Mannequin & Parts 3,950 
Multimedia Projector 2,000 
Digital Camera Lenses 500 

Total 2009 Capital Budget - - 1,664,400 ~ _ _  

KlUC 1-1 6~ 
41 of 105 

AdJ Revised 

(290,000) 0 
(110,000) 0 

35,000 
16,000 

(6,000) 0 
5,000 

(3,500) 0 
3,500 
2,000 
1,800 

750 

40,000 

27,000 

(450,000) 0 

(35,000) 0 

(27,000) 0 
(27,000) 0 

(20,000) 0 

(50,100) 0 

(30,000) 0 
(21,500) 0 

21,000 
20,800 

(20,000) 0 
15,000 
10,000 
10,000 

(9,500) 0 
(5,000) 0 

(1 6,000) 500 

(2,950) 1,000 
(2,000) 0 

(500) 0 

185,000 

(20,000) 62,500 

50,000 

1,500 

5,000 
5,000 

(1,146,050) ~ _ _  518,350 



WOlProject 
-- Number 

Big Rivers Electric Corporation 
2009 Transmission and A&G Construction & Capital Budget 
(includes capitalized interest & labor overheads) 

Est. Date 
In-Service Description 

2009 Capital Budqet 
Original & Revised 

Grand Total 2009 Transmission and A&G Capital & Construction Budget 18,101,213 (9,898,007) 8,203,206 

KIUC 1 - 1 6 ~  
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Bi 3 0 2  BIG RIVERS ELECTRIC COW RJSPONSIBILITY BUDGET BY R/A - 2 0 0 9  

RIA EAC DESCRIPTION 

o i a  VP WXRMLL RELATIONS 

1 

___ 
107 

116 

149 

152 

158 

175 

204 

205 

206 

210 

720 

253 

254 

289 

290 

m L I C  NOTICES ........ : 

AWMOTIVE.. , . . . . . , I .  : 

BOOKS/SWSCRIP ........ : 

GENFJWL SWV/CONT. , " .  : 

DOC D W  & REPRODN ..... : 

DONATIONS " . ~ :  

OUTGOING FREIGHT. ..... : 

DDDS 6. ASSBSSMENTS.. " ,  : 

PROF MEMEW D U X .  ".  . . : 

SOCIAL 6: CIVIC DUES ... : 

ECONOMIC DLZVRWPM5W.. : 

OFFICE SUPPLIES ....... : 

PROFESSIONAL SERVICE..: 

EMTIRONMRNTAL SER.. ~ " : 

OFFICE/WX SPACE RBNT..: 

TEMPORARY LABOR ....... : 

OT $ . . . . . . :  

HOURS I , . : 

OT HOURS. : 

ITAN FEE MAR APR 
Jm, AUG SEP Ocp 

120 
130 

3,220 3,220 3,220 3,220 

3,220 3,220 3,220 3,220 

sen 580 580 580 

580 620 580 580 

150 
150 

100 
l o o  
100 

26,570 3,750 24,150 8,100 

3,390 320 2,000 7,500 

500 500 500 500 
500 500 500 500 

200 

1,000 

1,000 

3,500 

6,500 

1,000 

1,100 

44,300 

74,300 

2,000 

2,500 

160 
200 

20'0 

1,200 
700 

4,000 
500 

1,000 
1,100 

104,300 
64,300 

5,360 

2,000 

2,000 

160 
160 

200 

8.300 

1,000 

13,000 

7,000 

1,100 
1,100 

54,300 
89.300 

2,000 

2,500 

160 

200 

1,000 
700 

4,000 

3.500 

1.100 
1,100 

54,300 

121,300 

200,000 

2,500 

2,000 

MAY 
NOV 

3,220 

3,220 

5ao 

580 

100 

a90 

3,150 

500 
500 

5,000 
4,500 

200 

100 

1,000 
2 , 5 0 0  

201,000 
11,500 

1,100 
1.100 

61,300 

114,300 

2,000 

2,000 

200 160 
160 160 

m 
DEC 

3,220 

3,220 

580 

580 

100 

2,150 

200 

500 
500 

12,500 

100 

1,000 
500 

5,000 

4,000 

1,100 

1,100 

61,300 
89,700 

2,000 

2,500 

160 
200 

PAGE 1 

DATE 1/08/09 

a2,170 

6,000 

568,000 flL4 (3 

933,000 

-7 
200,000 Q 1. 

26,000 

2.080 

7.- G 7 m  
------- 
2- TI, 

KIIJC I - 1 6 ~  
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B:.02 BIG RIVERS ELECTRIC CORP RESPONSIBILITY BUDGET BY R/A I 2 0 0 9  PAGE 2 
MTE 1/08/09 

JON 
DEC TOTAL 

JAN FEB 
JUL Am: 

MRR 
SEP 

APR MAY 
O c f  NOV R/A SAC DESCRIPTION 

297 TBLEPHO NE... ......... I: 400 400 
400 400 

400 
420 

410  400 
400 400 

400 
400 4,840 

640 1,790 
6,210 1 ,020  

2,620 
2,560 

5,820 2,240 
5 ,630  4,860 

4 , 1 6 0  
9 ,780  47,330 

320 VACATION PAY ....... ..: 
_- 

HOURG.. ... : 1 6  40 
112 16 

56 
64 

112 56 
112 88 

80  
192 944 

325 HOLIDAY PAY ........... : 510 
2,820 320 

2,820 2,020 
830 5,630 

1,150 
8 ,440  28,160 2,820 

OT $. ..... : 

H O E S . .  .. ": 8 56 56 24 

8 56 16 112 168  56 560 

OT H O U R S . .  : 

330 s1cK LEAVE ............. 

HOKlRS. ..... : 

335 OTBER PAID.. ......... : 

H O E S .  : 

360 SUPERVISORY LABOR. . I .. I : 

OT $. ..... .: 

HOURS..  ... : 

OT HOURS . : 

365 ADMIN LABOR.. ......... : 

OT $ . . . . . . .  

HOURS. 1 " " I  : 

OT B O W .  ., : 

830 1 ,150  
830 1 , 6 6 0  

1 ,340  
1,150 

830 
1 ,150  

1 , 3 4 0  
1,340 

1 ,470  
1.980 15,070 

16 24 

16 32 

24 
24 

1 6  
24 

24 

24 

32 
40 296 

1 ,020  
830 

960 
510 

510 
1,150 640 5,620 

16 
16 

24 
8 

8 
24  1 6  112 

30,210 28,160 
31,740 28,160 

28,670 
35.840 

32 ,260  
26,LIO 

28,160 
23,040 

27,140 
27 ,140  346,630 

472 440 448 504 
496 440 560 408 

440 

360 

424 
424 5,416 

24,600 23,640 22,680 28,110 21,720 22,360 
28,750 24,260 27,470 21 ,400  20,770 23,000 288,780 

616 592 568 704 
720 608 688 536 

544 
520 

560 
576 7.232 

KIUC 1-16c 
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Li7AOZ 

R/A FJLC 

395 

408 

~ 

410 

411 

440 

561 

562 

945 

BIG RIVE-RS ELECTRIC C O W  RESPONSIBILITY BUDGET BY R/A - 2 0 0 9  

DESCRIPTION 

CONF/SRMINARS ~ I , , . . . I : 

"I?AINI)PG FOR COOP8 ".  : 

REIMBURSEABLE [(XP.. I .  ~ : 

MBALS/ENT-SOk LIMIT...: 

S O W A R E  SUPPORT SER.. : 

BNVIRONMENTAL SUPP. . . . : 

ENVIRONMBNTAL-COOPS . : 

CAPITAL ITBMS.. ._., . ..: 

JAN 
Ja 

1 , 4 4 0  
1,100 

150 

3,390 
3,390 

950 

990 

30 
3 0  

40 
40 

40 
40 

750 

PAGE 
DATE 1/08/0: 4 1, 

FEB MAR APR MAY JUN 
AUG 

300 
2 , 6 0 0  

150 
300 

3 ,390  
3,390 

950 
990 

40 
40 

40 

50 

40 
40 

750 

SRP 

3,150 
800 

150 
150 

3 ,390  
3 ,460  

970 
970 

30 
30 

40 
40 

40 
50 

OCI 

1 , 5 2 0  
2 , 6 9 0  

150 
150 

3 , 3 9 0  
3 , 3 9 0  

990 
970 

40 
30 

50 
40 

40 

4 0  

NOV 

1,000 
440 

150 
15 0 

3,390 
3 ,390  

970 
970 

30 
30 

40 
40 

50 
40 

DEC 

1.380 
1,000 

150 
150 

3 ,390  
3,390 

970 
950 

40 
3 0  

40 
4 0  

40 
40 

1 ,800  

40,750 

400 

500 

500 

1 , 5 0 0  ---# * 

TOTAL D O W S  BY R-A/MTH 

TUTAL HOURS BY R-A/MTH 

158,490 213,440 171 ,690  3 6 5 , 3 2 0  339,100 139,740 
653,530 137 ,340  196 ,400  2 0 4 . 3 8 0  205,290 191,140 

1 , 2 8 0  1 ,280  1,280 1 , 6 0 0  1 , 2 8 0  1 , 2 8 0  
1 ,600  1 ,280  1 ,600  1 , 2 8 0  1 , 2 8 0  1 , 6 0 0  

. ' W l :  APPROVALHZ : 
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Corporate Expenditure Deferment 

EAC 102 - EE customer service training and planning - $4,100 __ 4 

This budget item covers Customer Service Rep. training and the member services 
planning retreat in the fall. Training could be simplified and the retreat could be 
cancelled. 

Potential deferment 

EAC 103 - Marketing incentives - $75,000 

This money is used to reimburse the cooperatives expenditures far energy efficiency 
programs, which includes the Touchstone Energy home program, the dual fuel incentive 
and the water heater exchange program. Kenergy is the only cooperative still active in 
the program and the money could be saved if Kenergy were to stop their programs. 

Potential deferment $50,000 

EAC 104 - Advertising / promotion expenses for distribution cooperatives - $126,000 

This expenditure is used to reimburse cooperatives for advertising and promotion not 
related to energy efficiency or safety. Primarily image and community event advertising 
in the cooperatives service territories. Each cooperative has submitted a plan which 
details where this money will be spent throughout the year. In some cases commitments 
have been made which must be kept. 

Potential deferment $75,000 

EAC PO5 - Public education and promotion - !%Z,WQ &sL< H,F@ 
This includes BREC promotional activities in the community through sporting events, 
newspaper in schools program, scholarships at cooperative annual meeting, logo items on 
clothing and documents promoting BREC. Spending in this area can be reduced 
dramatically this year. 

Potential deferment 

EAC 106 - Energy efficiency - $1,367,000 

F. $ ,000 

This EAC was expanded this year by $950,000 in anticipation of the comprehensive 
planning process beginning March 1 gth. Expenditures include energy efficiency 
advertising, energy efficiency expos and advertising campaign development. 

Potential deferment $1,100,000 

- 1 6 ~  
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EAC 149 - Contracted services - $78,000 

Expenditure covers Apogee’s webhosting for the thee distribution cooperatives and Rig 
Rivers. Apogee also provides the residential and commercial energy modules for the 
three distribution cooperative’s and Big Rivers websites. These modules provide hands- 
on energy efficiency advice and cost savings estimates for customers who visit the web 
sites. 

Potential deferment 

EAC 152 - Document development & reproduction. - $89,100 0 
A substantial number of documents are under development due to the change of logo and 
organization of policies and documents. Spending in this area can be reduced 
substantially until after the unwind. 

Potential defemient 
W 

EAC 204 -- Dues and assessments - $12 1,500 L- 
Touchstone Energy membership dues for the distribution cooperatives and Big Rivers is 
the only item in this EAC. 

Potential deferment $0 

EAC 206 - Social and civic dues - $6,410 

This includes corporate membership dues to area chambers of commerce and civic 
organizations. 

Potential deferment $0 

EAC 395 - Conferences and seminars - $5,150 

We have put a freeze on fiuture attendance at conferences and seminars for 2009 

Potential deferment $3,500 J 

Potential estimated deferment with deep spending cuts beginning $1,322,000 
Total budget $2,126,870 
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