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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE 
TO THE KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 
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PSC CASE NO. 2009-00040 

Item 3-1) 
intact used to develop the Company’s filing. 

Please provide a copy of all workpapers in electronic format with formulas 

Response) See Big Rivers’ response to KIIJC 1-14 March 17, 2009 data request, Big 

Rivers’ responses to Items 1, 3’4, 5 ,  6, 1 1, 12, 13, 19, and 20 of the Commission Staffs 

Third Data Request submitted May 4,2009, and Big Rivers’ responses to Items 2, 3, and 

6 of the KIUC’s second data request submitted May 4,2009. 

The Excel file containing Exhibit 40 and Exhibit 46 (Exhibit Seelye-2 

Schedules 1.01 through 1.13) is contained on the CD attached hereto, although much of 

this information was previously provided in response to KIUC 1 - 14. 

Witness) C. William Blackburn 

William Steven Seelye 
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Item 3-2) 

Company did not reduce the interest expense in both the numerator and denominator of 

both the TIER and the DSC by the amount of capitalized interest each month in 

accordance with the definitions of both ratios provided in response to KIUC 2-1. 

Refer to the Company’s response to KIUC 2-2. Please explain why the 

Response) 
follow the guidelines established by the definitions of both ratios provided in response to 

KIUC 2-1. The definitions of TIER and DSC provided in response to KIUC 2-1 state 

that interest expense is to be reduced for “capitalized interest not paid from operating 

cash flow.” Since the completion of its Wilson generation facilities, Big Rivers has paid 

all coiistruction costs, including capitalized interest, from its operating cash flow. The 

TIER and DSC ratio calculations shown in the model provided in response to KIUC 2-2 

reflect the fact that a11 construction costs, including capitalized interest, are paid from 

general h n d s  or operating cash flow (Le. there is no “Capitalized interest not paid from 
operating cash flow” amounts to be deducted from interest expense). It should be noted 

that in its most recent rate case, East Kentucky Power Cooperative (“EKPC”) ceased to 

accrue capitalized interest and included interest charges on construction as current 

interest in the calculation of TIER. 

The TIER and DSC ratio calculations provided in response to KIUC 2-2 

Witness) C. William Blackburn 
William Steven Seeyle 
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Item 3-3) 

on the 2001A Series Pollution Control bonds. 

Refer to the Company’s response to KIUC 2-3 and the 18% interest rate 

a. 

Company is paying this interest. 

b. 

Please identify the present holder(s) of this debt and to whom the 

Please explain why the Company is paying 18% interest on this 

series of debt. 

c. Under what circumstances can the Company reduce the interest 

rate and/or expense on this series debt? Provide a copy of all relevant source documents 

that address this issue. 

d. Please provide a copy of all source documents that require the 

Company to pay 18% on this series of debt, including a copy of all source documents that 

led to the Company paying 18% on this series of debt. Such source documents include, 

but are not limited to, indenture agreements, studies, analyses, correspondence, and 

claims. 

e. Please identify all options that may be available to the Company to 

reduce this 18% interest rate, including, but not limited to, redeeming and issuing new 

debt, remarketing this issue, or obtaining a replacement letter of credit. 

f. Please identify all hurdles to reducing this 18% interest rate. 

Please provide a copy of all source documents. 

g. Please describe all efforts by or on behalf of the Company to 

reduce this 18% interest rate. Provide a copy of all studies, analyses, reports, 

correspondence, notes, computations, and all other documents or writings that describe 

such efforts and/or the results of such efforts. 

h. Please describe the Company’s plans to refinance or otherwise 

reduce the interest cost on this debt in the event the Unwind Transaction is consummated. 

Please provide a copy of all studies, analyses, reports, correspondence, notes, 

computations, and all other documents or writings that describe how the company plans 

to proceed and steps the Company already has undertaken, if any. 

1. Please describe the Company’s plans to refinance or otherwise 

reduce the interest cost on this debt in the event the Unwind Transaction is not 
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:onsummated. Please provide a copy of all studies, analyses, reports, correspondence, 

iotes, computations, and all other documents or writings that describe how the Company 

dans to proceed and steps the Company has undertaken. 

j .  Is the reason the Company has not implemented steps to reduce the 

interest expense associated with this debt issue the lack of resolution on the TJnwind 

Transaction? Please explain your response. 

Response) a. 

2f The Depository Trust Company, New York, New York (“DTC”). Purchases of the 

Bonds are made in book-entry form only, through brokers and dealers who are, or who 

sct through, DTC participants. The bond trustee, U. S. Bank, does not have a list of the 

individual holders of the bonds. Goldman Sachs, the remarketing agent, will not release 

a list of the individual holders of the bonds because they consider the list to be 

proprietary business information. Big Rivers cannot obtain the list of individual bond 

holders from DTC because Big Rivers is neither a DTC member nor participant, and has 

no account relationship with DTC. Big Rivers has requested that U. S. Bank request the 

information from DTC for Big Rivers, but does not yet have a response to that request. 

Interest payments are made to the trustee, U S .  Bank. 

The bonds are registered in the name of Cede & Co., as nominee 

b. The interest rate is set through an auction process. The details of 

the auction process are set forth in the documents provided pursuant to question 3-3.d. 

below. The Maximum Interest Rate on the bonds is defined as the lesser of eighteen 

(18%) or the maximum rate determined by applicable law. The Auction Agent is 

responsible for determining the “Auction Rate” on each auction date. If there is a failed 

auction, the Auction Rate is the Maximum Interest Rate. 

c. Please see the response to 3-3.d. and 3-3.e. below. 

d. Please see the following documents which are provided on an 

attached CD: 
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Trust Indenture dated as of August 1 , 200 1 between County 

of Ohio, Kentucky and T.J.S. Bank Trust National 

Association including Exhibit A entitled “PARS 

PROVISIONS .” 

Financing and Loan Agreement dated as of August 1 , 2001 

between County of Ohio, Kentucky and Big Rivers Electric 

Corporation. 

Auction Agreement dated as of August 1,2001 between 

Rankers Trust Company, as Auction Agent and U.S. Bank 

National Association, as Trustee. 

Broker-Dealer Agreement dated as of August 1 , 2001 

among Bankers Trust Company, as Auction Agent and 

Goldman, Sachs & Co. and Big Rivers Electric 

Corporation. 

e. The only viable option for Big Rivers to reduce the interest rate on 

this debt is to refund it. The refunding can take the form of a variable rate demand note, 

a fixed rate bond where the rate is fixed to maturity or a put bond with the rate fixed for 

some period short of maturity. This could be for three years, five years or ten years or 

almost any other period. The current bonds are being reauctioned periodically and the 

interest rate set at the most recent auction date of May 26, 2009 was 10.5%. The interest 

rate remains high because Big Rivers is not currently an investment grade rated credit. 

The bond insurer, Ambac Assurance Corporation, has had its ratings downgraded a 

number of times in the last two years resulting in loss of investor confidence in the 

insurance policy, and the form of these bonds (an auction rate product) is in great 

disfavor in the capital markets. Thus remarketing this issue or obtaining a replacement 

Item 3-3 
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letter of credit for the current bonds are not viable options without a consent to 

subordination from RUS. The auction period is 28 days, and the next auction date is June 

25, 2009. 

f. The hurdles to reducing the interest rate are that the auction rate 

product is in disfavor and neither Big Rivers nor the bond insurer, Ambac, has an 

acceptable rating. As long Big Rivers is not an investment grade credit, it is not likely 

that it can obtain credit enhancement from a highly rated bank or other credit enhancer. 

Without this type of credit enhancement, the refunding of the current bonds would be 

extremely difficult to accomplish and would likely result in an extremely high interest 

rate if it could be accomplished. It might be possible to bring in a highly rated new credit 

enhancer if RUS were willing to subordinate its position to the new credit enhancer. Any 

such arrangement would be on terms even less favorable to RUS than the current 

transaction. RUS has said to Big Rivers that it is unwilling to discuss any further 

subordination at this point in time. 

g. Months ago, approximately June 2008, Big Rivers was advised by 

both its bond counsel, Orrick, and its underwriter, Goldman Sachs, that it would be 

virtually impossible to successfully write a bond offering prospectus adequately 

describing the operations of Big Rivers both under the 1998 LG&E Transaction and the 

soon-expected Unwind Transaction, including both the existing and post-Unwind 

bondholder security structure, such that the rating agencies and investors would 

understand and approve. Also, given the time constraints of staff and counsel due to the 

on-going Unwind activities, and the always soon-expected closing thereof, Big Rivers 

was advised to wait until a “go” or “no go” decision was made on the Unwind before 

pursuing a refunding of these bonds. Because Big Rivers was hopehl of becoming an 

investment grade credit in connection with the Unwind, likely to result in a significantly 

lower interest cost, management concurred it prudent to wait. Further, in brief 

discussions with CFC about potentially acting in multiple roles in a remarketing, they 

advised Rig Rivers to wait post-Unwind for two primary reasons. First is the current 
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difficult interest rate environment. Second is CFC’s reluctance in becoming a more 

significant party to the current Big Rivers security structure. 

h. 

i. 

There are no plans to consummate the Unwind Transaction. 

The Unwind Transaction is not going to be consummated, so Big 

Rivers cannot successfully refinance these bonds without RUS subordination to a new 

credit enhancer. Big Rivers will continue discussing this with RUS but there can be no 

assurance that RUS will be willing to engage in a dialogue of this nature. As pointed out 

in Item 3.f., above, within the last 30 days RUS has said to Big Rivers that it is unwilling 

to discuss any further subordination at this point in time. Prior to now, the time required 

to consummate a refunding has always been longer than the anticipated time to closing of 

the Unwind transaction. 

j .  Please see the response to Items 3-3.c through 3-3.i above. 

Witness) C. William Blackburn 

Item 3-3 
Page 5 of 5 





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 KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

THIRD DATA REQUEST TO BIG RIVERS EL,ECTRIC CORPORATION 

June 1,2009 
PSC CASE NO. 2009-00040 

tern 3-4) Refer to the Company’s response to Staff 3-6(a). 

a. Page 1 of the attachment to that response shows pro forma interest 

xpense of $1.809 million on the 1983 Series PC debt - market bonds. Page 12 of the 

ttachrnent to that response shows pro forma interest expense for 6 months of $0.734 

nillion. On an annualized basis, that would be $1.468 million. Please reconcile the 

1.809 million and the $1.468 million. 

b. Page 12 of the attachment to that response shows an interest rate of 

#.0% on the market bonds. 
1. 

.. 11. 

... 
111. 

1v. 

V. 

vi. 

vii . 

Please identify the present holder(s) of this debt and to 

whom the Company is paying this interest. 

Please provide the source of the 8.0% interest rate and 

explain why the Company is paying 8.0% interest on the 

“market bonds”. 
Please provide the actual interest rate on the market bonds 

for each month to date in 2009. 

Please describe how the actual interest rate is determined, 

including, but not limited to, by whom and pursuant to 

what process. 

Under what circumstances can the Company reduce the 

interest rate and/or expense on this series debt? Provide a 

copy of all relevant source documents that address this 

issue. 
Please provide a copy of all source documents that require 

the Company to pay 8% on this series of debt, including a 

copy of all source documents that led to the Company 

paying 8% on this series of debt. Such source documents 

include, but are not limited to, indenture agreements, 

studies, analyses, correspondence, and claims. 

Please identify all options that may be available to the 

Company to reduce this 8% interest rate, including, but not 

Item 3-4 
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viii. 

ix. 

X. 

xi, 

xii. 

limited to, redeeming and issuing new debt, remarketing 

this issue, or obtaining a replacement letter of credit. 

Please identify all hurdles to reducing this 8% interest rate. 

Please provide a copy of all source documents. 

Please describe all efforts by or on behalf of the Company 

to reduce this 8% interest rate. Provide a copy of all 

studies, analyses, reports, correspondence, notes, 

computations, and all other documents or writings that 

describe such efforts and/or the results of such efforts. 

Please describe the Company’s plans to refinance or 

otherwise reduce the interest cost on this debt in the event 

the Unwind Transaction is consummated. Please provide a 

copy of all studies, analyses, reports, correspondence, 

notes, computations, and all other documents or writings 

that describe how the Company plans to proceed and steps 

the Company already has undertaken, if any. 

Please describe the Company’s plans to refinance or 

otherwise reduce the interest cost on this debt in the event 

the Unwind Transaction is not consummated. Please 

provide a copy of all studies, analyses, reports, 

correspondence, notes, computations, and all other 

documents or writings that describe how the Company 

plans to proceed and steps the Company has undertaken. 

Is the reason the Company has not implemented steps to 

reduce the interest expense associated with this debt issue 

the lack of resolution on the Unwind Transaction? Please 

explain your response. 

Response) a. The total pro forma interest amount on the $58.8 million variable 

rate-demand bonds (VRDBs) is $2.466 million ($1.809 million “Market” interest added 

to the $.657 million “Rank” interest). Regarding the derivation of the $1.809 million, the 
Item 3-4 
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tctual December 1 semi-annual test year interest payment, when all bonds were in the 

‘Market”, was $1.075 million. At the time of filing the Application in this case, as only 

6 18.350 million were in the “Market” at S%, a $.734 million semi-annual payment 

hereon was assumed, The sum of $1.075 million and $.734 million equals the $1.809 

nillion “Market” interest referenced. The balance of the issue, $40.450 million were 

ield by the “Bank” bearing interest at 3.25%, or $.657 million semi-annually. 

The VRDBs are minimum 7-day “put” bonds (an irrevocable “demand” or 

ender feature at the option of the holder). When the Remarketing Agent, Goldman 

Sachs, is unable to remarket tendered bonds, the bonds are put to the Liquidity Provider, 

Dexia, resulting in Bank Bonds. Bank Bonds bear interest at the Bank Rate, currently 

3.25%, as described in b.ii. below. Bank Bonds may again become “Market” bonds if 

xbsequently remarketed by the Remarketing Agent. The amount of bonds in the 

‘Market” category at any time have fluctuated between $1 8.350 million and $46.050 

nillion during the first five months of 2009. As of May 27,2009, $44.050 million are in 

the “Market” bearing 8% and $14.750 are at the “Bank” bearing 3.25%. Therefore, 

today’s annualized interest on the VRDBs is $4.003 million vs. the $2.466 million pro 

forma amount, an increase of $1 S37 million. 

b. The actual interest rate on the market bonds for each period in 

2009 is as follows: 

Period 

01/01/09 - 01/13/09 8.00 

01/14/09 - 01/20/09 7.95 

0 1 /2 1 /09 - 05/3 1 /09 8.00 

i. The bonds are registered in the name of Cede 8r Co., as 

nominee of The Depository Trust Company, New York, 

New York (“DTC”). Purchases of the Bonds are made in 

book-entry form only, through brokers and dealers who are, 

or who act through, DTC participants. The bond trustee, U. 

S. Bank, does not have a list of the individual holders of the 

Item 3-4 
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bonds. Goldman Sachs, the remarketing agent, will not 

release a list of the individual holders of the bonds because 

they consider the list to be proprietary business 

information. Big Rivers cannot obtain the list of individual 

bond holders fiom DTC because Big Rivers is neither a 

DTC member nor participant, and has no account 

relationship with DTC. Big Rivers has requested that TJ. S. 

Bank request the information fiom DTC for Big Rivers, but 

does not yet have a response to that request. Interest 

payments are made to the trustee, U.S. Bank, for Market 

Bonds, and to Dexia for Bank Bonds. 
.. 
11. The bonds are remarketed by the Remarketing Agent 

(Goldman Sachs) who solicits purchases of the Bonds and 

determines the rates of interest applicable to the bonds. In 

the event the bonds are not able to be remarketed at this 

rate, they then are purchased by the liquidity bank (Dexia, 

Credit Local), and while held by Dexia Credit Local, bear 

interest at a rate equal to the higher of (a) the base 

commercial lending rate announced fiom tiine to tiine by 

the Liquidity Provider (Dexia) or (b) the rate quoted by the 

Liquidity Provider, at approximately 1 1 :00 a.m., New York 

City time, on such date to dealers in the New York Federal 

funds market for the overnight offering of dollars by the 

Liquidity Provider for deposit, plus one-half of one percent 

(0.5%) but not in excess of the lesser of (a) eighteen 

percent (18%) per annum, and (b) the maximum rate of 

interest permitted by applicable law. The Remarketing 

Agent continues to attempt to remarket the bonds and when 
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they are remarketed they will again go to the market rate of 

interest. 

... 
111. 

iv. 

V. 

vi. 

an attached CD: 

Please see the response to Item 3-b. 

Please see the response to Item 34.b.ii. above. 

Big Rivers may be able to reduce the interest rate on this 

series of debt if it could obtain highly rated credit 

enhancement together with a highly rated liquidity facility. 

These might be provided together by a letter of credit from 

a highly rated bank. As discussed above in the responses to 

Items 3-3.f and 3-3.i, it is unlikely this can be done during 

the status quo. 

Please see the following documents which are provided on 

(0 

(ii) 

(iii) 

Standby Bond Purchase Agreement among Big 

Rivers Electric Corporation, 1J.S. Bank Trust 

National Association, as Trustee and Credit Suisse 

First Boston, acting by and through its New York 

Branch dated July 17, 1998. 

Assignment Agreement between Credit Suisse and 

Dexia Credit Local. 

Fifth Supplemental Indenture between County of 

Ohio, K.entucky and U.S. Bank Trust National 

Association, as Trustee, dated as of July 1 , 1998. 

Item 3-4 
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Second Amendment to Financing and Loan 

Agreement between County of Ohio, Kentucky and 

Big Rivers Electric Corporation, dated as of July 1, 

1998. 

Remarketing Agreement dated as of July 17, 1998 

among Goldman, Sachs & Co., Big Rivers Electric 

Corporation and County of Ohio, Kentucky. 

Trust Indenture between County of Ohio, Kentucky 

and Continental Illinois National Bank and Trust 

Company of Chicago, as Trustee, dated as of June 

1, 1983 together with the First through the Fourth 

Supplemental Indentures. 

Financing and Loan Agreement between County of 

Ohio, Kentucky and Big Rivers Electric 

Corporation, dated as of June 1, 1983, together with 

the First Amendment thereto. 

vii . 

... 
V l l l  

ix. 

Please see the response to Item 3-4.b.v above. 

See the response to Item 3-4.b.v above. In addition, note 

that the insurer of this debt, Ambac, is not investment grade 

rated. 

After consultation with its investment bankers, Big Rivers 

believes the interest rate it has been paying on this debt, 

taking into account the rate paid when the Bonds are held 

by Dexia, is much lower than it could obtain by refinancing 

or renegotiating this debt in the status quo. This is because 

Item 3-4 
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at the time this debt was remarketed in 1998 in connection 

with the reorganization, the liquidity facility Big Rivers 

was able to negotiate was very favorable and would not be 

available in the current market even to a very highly rated 

issuer. Please refer to the Goldman Sachs presentation 

previously provided in response to KIUC 1-9. 

x. Please see the response to Item 3-3.h. 

xi. Please see the response to Item 3-4.b.i~. above. 

xii. Please see the response to Item 3-3.j above. 

Witness) C. William Blackburn 
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[tern 3-5) 
1 1 , which shows a line item for “PCB Refunding Cost (Interest - Cash Flow) and an 

%mount for April 2009 of $5.910 million. 

Refer to page 5 of the attachment to the Company’s response to KIUC 2- 

a. Please explain this cost. Provide all details of how this cost was 

derived. 

b. On that same page, the “Interest on 1983 Series PCBs - Budgeted 

Amount” and “Interest on 2001A Series PCBs - Budgeted Amount” drop by $0.158 

million and by $0.949 million, respectively, from March to April. Please explain why 

these monthly interest expense amounts drop in April and describe how these reductions 

are related to the cost described in response to part (a) of this question, if at all. 

c. Please provide a copy of all source documents, including, but not 

limited to, studies, analyses, correspondence, notes, indenture agreements, that the 

company relied on for both the cost described in part (a) of this question and the interest 

expense described in part (b) of this question. 

d. Please identify and describe all alternatives to incurring the $5.9 

million that the Company has evaluated, including, but not limited to: i) rolling these costs 

into the principal amount financed and ii) increasing the new interest rate from the rate 

assumed. 

Response) 

a. The $5.910 million was the estimated cost in Big Rivers’ original 

2009 operating budget to refund the PCBs. The derivation of this number is shown in the 

following table. Neither this amount nor the benefits of a PCB refunding are reflected in 

the rate case pro forma. 
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Principal 

Average Life (Bullet Maturity in 203 1) 

Interest Rate 

Total Debt Service 

Cost of Issuance (%) 

Bond Insurance (%) 

Cost of Issuance 

Bond Insurance 

Total Restructuring Cost 

Line 1 -t (Line I x Line 2 x Line 3) 

Line 1 x Line 5 

Line 4 x Line 6 

$ 83,300,000 

23 

5.00% 

$ 179,095,000 

2.00% 

2.37% 

$ 1,666,000 

$ 4,244,552 

$ 5,910,552 

b. Big Rivers’ 2009 Budget assumed a refinancing of both the 1983 

Series PCBs and the 2001A Series PCBs on April 1,2009. This assumption included an 

interest rate change on the 1983 Series PCBs from 8.0% January through March to 5.0% 

April through December 2009. The interest rate on the 2001A Series PCBs was assumed 

to change from 18.0% January through March to 5.0% April through December 2009. 

c. Big Rivers had discussions with Goldinan, Sachs & Company, its 

financial advisor, and Orrick, Herrington & Sutcliffe LLP, its bond counsel, in establishing 

the projected 5% interest rate associated with refinancing the PCBs. In the 2009 Budget, 

the refinancing was scheduled to be effective April 2009, resulting in the decreased interest 

expense. The refinancing expenses and the associated lower interest expenses are included 

in the rate casepro forma. 
d. The costs must be incurred if the refunding is to occur. The costs of 

the refunding cannot be included in the tax-exempt bond offering. 

Witness) C. William Blackburn 
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[tern 3-6) 
ncludes construction expenditures, does the Company: a) plan to expense its construction 

:xpenditures as incurred or b) still plan to capitalize its construction expenditures to 

OWIP, close the amounts to plant in service and then depreciate those costs over the lives 

3f the assets? If the former, please provide the Company’s accounting support for this 

reatment of these construction costs as expenses and the related journal entries, including 

the expense accounts the Company plans to use. If the latter, then please explain why 

mcluding the construction cash costs in the revenue requirement will not result in double 

recovery of the construction costs in subsequent test years if the Commission reverts to 

accrual basis ratemalting. 

In the event the Commission sets the Company’s rates on a cash basis that 

Response) 
accrual-based books of accounts in accordance with RUS Bulletin 1767B-1, Uniform 

System of Accounts - Electric. Accordingly, whether the Kentucky Public Service 

Commission approves Big Rivers’ member tariff rates on a cash basis or an accrual basis, 

Big Rivers will continue to capitalize construction expenditures. The inclusion of 

normalized construction expenditures in cash-based rates is but one example of the 

differences between cash and accrual rate-making methodology. In the instant case, Big 

Rivers has proposed a cash-based post-capital expenditure DSC of only 1 .0 (no margin), 

and has committed to undertake a longer-term accrual-based cost of service study and 

associated rate case in 201 1. While TIER may appear to be robust, insolvency will result 

just as surely from a lack of cash. 

Big Rivers Electric Corporation, an RIJS borrower, is required to maintain 

Witness) C. William Blackburn 
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tern 3-7) 
I Pro Forma Off-System Sales provided by the Company in response to KIIJC 2-6. 

Refer to the Purchases and Hourly Sales tabs on the workbook KITJC Q 2- 

a. On the Purchases tab, on peak hourly purchases in all months are 

iriced at $1 50/mWh. Please provide the source of these prices. Provide a copy of all 

ource documents relied on. 

b. Reconcile the $1 50/mWh on peak hourly purchases shown on the 

'urchases tab with the Company's on peak forward price projections used for hourly 

iales shown on the Hourly Sales tab in the same workbook as follows: 

January 

February 

March 

April 

May 
June 

July 

August 

September 

October 

November 

December 

43.24 

37.05 

36.70 

36.47 

34.83 

39.74 

50.53 

49.99 

39.27 

36.02 

34.81 

42.78 

Totals 38.13 

c. Please explain why the Company discounted the January 22, 2009 

Cincinnati hub forward prices by 6.5% to derive the on peak forward price projections 

used for hourly sales listed in part (b) of this question. 

d. Please confirm that the energy rnWh used to multiply the forward 

prices to determine the Energy Revenues on the Hourly Sales tab was reduced from the 

available energy to reflect line losses. 
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e. Please confirm that on the Hourly Sales tab, the Company reduced 

;he gross arbitrage margins for line losses twice, first through a reduction of the energy 

m w h  and then again through a reduction to gross arbitrage margins. 

Response) a. 

peak pricing hours of each peak day. It was arrived at by considering the super-peak 

hourly prices at Big Rivers MISO L,MP node for 2008. The source data is attached to the 

response to the Commission Staffs Fourth Data Request Item 2.b. Please see the 

introduction and explanation in the Commission Staffs Fourth Data Request Item 2. 

The $1 SO/MWh represents the average annual price during super- 

b. The $15O/Mwh represents Big Rivers’ super-peak purchase price 

sourced from hourly data at the Big Rivers MISO LMP node as stated above. Prices in 

the table representing Big Rivers’ hourly sales price sourced fkom a monthly forward 

curve and discounted 6.5%. There can be no reconciliation between the two pricing 

schedules because they represent different power products (5x1 6 monthly forward vs 

super-peak actual hourly). 

c. A monthly forward curve price represents the price for each of the 

on-peak hours for the month. During super-peak hours of peak days, Big Rivers often 

needs all of its power for native load and does not have power to sell into the market. 

Those super-peak hours are the highest priced and because power is not available to be 

sold, Big Rivers applies a general 6.5% discount to the forward curve monthly price to 

arrive at a representative price for the remaining power that Big Rivers will sell. Because 

weather is the main driver, no two months within the year yield the same load demand 

results and neither do the same months in different years, Not being able to have perfect 

knowledge of future power demand dynamics nor power price dynamics, 6.5% is a rule 

of thumb that has been used over the years and it has served Big Rivers well. 

d. Energy MWh was reduced by line losses to determine Energy 

Revenues on the Hourly Sales tab. 

e. The first reduction in Energy MWh reflects line losses on Rig 

Rivers’ system. The second line loss is used to estimate losses Big Rivers will incur on 
other systerns when making off-system sales. 
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Witness) C. William Blackburn 
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[tern 3-8) 
Dff-system Sales provided by the Company in response to KIUC 2-6. 

Refer to the Smelter Sales tab on the workbook KITJC Q 2-6 Pro Forma 

a. Please explain the Company’s assumption that the fixed rates per 

ltwh will remain in effect until 60 days after notice that the Unwind Transaction has 

failed. Please provide a copy of all source documents that address this assumption and 

the pricing terms once the fixed rates per kWh no longer are in effect. 

b. For the fully interruptible sales, please provide the source of the 

prices of $44/mWh and $30/mWli. Provide a copy of the source document relied on for 

these prices. 

c. For the filly interruptible sales, please explain why the Company 

reduced the price from $44/mWh for the months January through July to $30/mWh for 

the months August through December. In addition, please indicate whether this reduction 

should be reflected in September, not August, given that all other smelter sales pricing 

changes on this tab occur in September, not August. If not, please explain why not. 

d. For the 7 x 8 sales, please provide the source of the $26.01 price 

for the months January through August. 

e. For the 5 x 16 sales, 2 x 16 sales and the 7 x 8 sales, please explain 

why the prices change from fixed rates per mWh to rates tied to the Cincinnati hub. 

Please explain why the Company will not or cannot obtain fixed rates per mwh for 

smelter sales after August. Provide a copy of all relevant source documents. 

Response) a. The Alcan and Century Extension Agreement to Agreement For 

Tier 3 Energy and First Amendments dated November 26, 2008, terminates sixty days 

subsequent to termination of the Big Rivers-E O.N. Termination Agreement. These 

documents are attached. After 60 days it was assumed the power being sold to the 

smelters would be soId based on then current forward prices whether off-system or to the 

smelters under new agreements. The assumed forward prices are contained in the subject 

workbook. The forward prices were extracted from a spreadsheet on a members only 

section of ACES Power Marketing’s website, which is included as part of the response to 

the Commission Stafrs Fourth Data Request, Item 2. 
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b. The price of $44/MWh is based on the Alcan and Century 

Sxtension Agreement to Agreement For Tier 3 Energy and First Amendments dated 

Vovember 26,2008. These documents are attached to this response. 

The $30/MWh is an estimated price for fully interruptible power. 

rhis estimate was generated based on telephone conversations with Big Rivers’ power 

narketer ACES Power Marketing. 

c. See the response to ICITJC 3-8.a as to why pricing changes. 

The reduction should have been reflected in September, similar to the other smelter sales 

pricing changes. Changing the August price from $30/MWh to $44/MWh impacts the 

resulting Arbitrage Margin by less than 1 %. 

d. The price of $26.01 is based on the Alcan and Century Extension 

Agreement to Agreement For Tier 3 Energy and First Amendments dated November 26, 

2008. These documents are attached to this response. 

e. See the response to KIIJC Item 3-8.a as to why pricing changes. 

By showing variable pricing, Big Rivers is not implying that a 

fixed price contract would not or could not be made available to the smelters. To provide 

clarity and transparency Big Rivers used existing montlily forward prices. Variable 

monthly prices could be converted into a fixed price, if requested, in response to a request 

for power from the smelters. As in the past, Big Rivers would respond to a request for 

power from the smelters based on forward prices at the time of such a request. 

Prices for the subject sales are not tied to the Cincinnati hub, which 

to Big Rivers’ knowledge does not exist. As noted on the worksheet “CIN HTJB 
FORWARD PRICES” cell N34 SOCO prices on 2/10/2009 were used for determining 

pricing. The worksheet labels should read “SOCO” rather than CinHub. These forward 

prices are included as a spreadsheet as part of the response to the Commission Staffs 

Fourth Data Request, Item 2. 

Witness) C. William Blackburn 
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[tern 3-9) Refer to the Company’s response to KIUC 2-9. 

a. Please identify and describe all steps undertaken by the Company 

o increase its existing $15 million CFC line of credit. If none, then please explain why 

.he Company has not taken any steps to do so. 

b. Please describe the process and each step necessary for the 

:ompany to seek and obtain an increase in the existing $15 million CFC line of credit. 

c. Please identify all hurdles to seeking and/or obtaining an increase 

n the existing $15 CFC line of credit. 

Response) 

;upport its off-system sales, which are the “lifeblood of Big Rivers’ margins.” Transcript 

Df March 26,2009, hearing (“Transcript of Hearing”) at page 98, lines 14-15. If Big 

Rivers requested an increase in this line of credit under the present circumstances, it 

would have to disclose that it has come to the Commission for emergency rate relief and 

that Big Rivers projects its cash to go negative. Id, at page 117, lines 2-9. That 

disclosure may bring into question whether there has been a “material adverse change” in 

Big Rivers’ financial condition, which could cause CFC to refuse to provide any 

advances under the existing line of credit and could jeopardize Big Rivers’ ability to issue 

letters of credit thereunder. Id. at pages 97-98, 11 6-17. In such instance, Big Rivers 

would be handicapped in its ability to transact in the market, and would suffer significant 

financial harm. Id. At pages 97-99, 116. 

a - c. Big Rivers relies on the $15 million CFC secured line of credit to 

For Big Rivers to increase the amount of this secured line of credit 

would also require RIJS to increase the level of its subordination. RUS has told Big 

Rivers within the last 30 days that it will not subordinate further. 

Big Rivers has begun a process to explore sources of unsecured 

credit. One major bank has already stated that, based upon what it knows of Rig Rivers 

financial conditions, it would have no interest in making an unsecured loan to Big Rivers. 
Moreover, because the line of credit must be completely repaid at 

least once a year and because of the no material adverse change clause, the CFC line of 

credit (even if the amount available was increased) cannot be relied upon as a source of 
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Witness) C. William Blackburn 
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kern 3-10) Please refer to the Company’s response to Staff 2-S(b). Please provide a 

copy of the Company’s written request to the RTJS and a copy of all responses from the 

RUS to this written request as well as all other related documents, such as responses to 

RUS requests for additional information. 

Response) 
the RUS. RTJS has not made a written response to this request. A copy of the 

information provided to RUS in response to its request for additional information is 

provided on the attached CD. 

Please see the attached exhibit, which is a copy of the written request to 

Witness) C. William Blackburn 
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Bill Blackburn 

From: 
Sent: 

i c :  
Subject: 

0: 

Mark Bailey 
Monday, March 23, 2009 1028 AM 
jim.newby@wdc.usda.gov 
victor.vu@wdc.usda.gov; bill.railey@wdc.usda.gov; Bill Blackburn 
Loan Repayment Request 

Dear Mr. Newby: 

Thank you for taking time tliis morning to discuss Big Rivers’ emergency rate increase request currently before 
the Kentucky Public Service Commission. This message follows that conversation with a written request 
regarding repayment of the New RTJS Note dated July 15, 1998 (the “RUS Note”). Can RUS afford Big Rivers 
Electric Corporation any options for postponing or refinancing either or both of the debt service payments due 
under the RTJS Note on January 4,20 10, in the approximate amount of $15.8 million, and on April 1,20 10, in 
the approximate amount of $14.8 million? We would appreciate y o u  earliest response so that we are in 
position to outline RUS’ views on the matter in a data request due to the PSC tomorrow and during the PSC 
hearing regarding Big Rivers’ emergency rate increase request this Thursday. 

Sincerely yours, 

Mark A. Bailey 
President and CEO 
Big Rivers Electric Corporation 
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[tern 3-11) 

Zompany’s request from a cash-basis to accrual-basis and to provide the resulting TIER 

md DSC ratios. 

a. 

Refer to the Company’s response to Staff 3-1 (c) and (d) to restate the 

Please provide a copy of all workpapers, including electronic 

spreadsheets with formulas intact, supporting all accrual-basis proforma adjustments. 

b. Please provide Schedule D in electronic format with formulas 

ntact, including links to all supporting workpapers in electronic format with formulas 

ntact. 

c. Please provide the definitions and computations used by the 

Company on Schedule D for TIER, Operating TIER, DSC and Operating DSC. Provide 

;he computations in electronic format with formulas intact if not already provided in 

response to part (b) of this question. 

Response) a. 

provided on the CD attached hereto. The accrual-based pro forma adjustments are the 

same as the cash-based pro forma adjustments, but for any accrual vs. cash accounting 

differences. Also, of the original thirteen pro forma adjustments, two (Capital 

Expenditures and Income Taxes), are not applicable to an accrual-based methodology. 

Only one accrual vs. cash pro forma adjustment difference is not reflected on the original 

pro forma adjustments: for the Leveraged L,ease, where the net deferred loss on the 2008 

buyout, $76,001,111 at December 3 1, 2008, is being amortized straight-line thru 2027, 

$4,000,058 annually. 

The workpaper, an electronic Excel spreadsheet, formulas intact, is 

b. The Schedule D workpaper, an electronic Excel spreadsheet, 

formulas intact, is embedded in the file provided in response to a. above. 

c. The definitions used for purposes of TIER, Operating TIER and 

DSC for Schedule D are stated in Big River’s response to Item 1 .d. of the Commission 

Staffs Third Data Request. The detailed computations thereof are set forth in the 

electronic Excel spreadsheet, formulas intact, provided in response to a. above. As 

previously stated by Big Rivers, while the accrual-based TIER appears robust, insolvency 
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Witness) C. William Blackburn 
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Vendor 

Big River Electric Corp. 
Professional Fees 

Year-To-Date January 31,2009 

Current Month Year-to-Date 

Deloitte & Touche 

Dorsey, King, Gray, Norment & Hopgood 

Fidelity Investments 

Hogan & Hartson 

Information Management Consultants 

Keller Schroeder 

McBrayer, McGinnis 

Mercer 

Ohio Valley National 

Patterson & Dewar 

Preston Osborne 

Stanley Consultants 

Ziemer Stayman Wietzel 

Total Professional Services for 
Year-To-Date January 31,2009 

L e s s :  Amount charged to the Balance Sheet 

Total Professional Services Charged to 
the Income Statement 

Less: Amount charged to Customer Service, 
Information & Sales 

L e s s :  Amount charged to Other Deductions 

Total Professional Services Charged to 
Administrative & General 

35,000.00 

2,341 . I3  

11,578.80 

36,795.50 

11,225.31 

907.37 

2,237.88 

40,445.25 

23,340.1 0 

1,585.50 

9,325.00 

7,590.08 

35,000.00 

2,341.1 3 

11,578.80 

36,795.50 

11,225.31 

907.37 

2,237.88 

40,445.25 

23,340.1 0 

1,585.50 

9,325.00 

7,590.08 

845.62 $ 845.62 $ 

$ 183,217.54 $ 183,217.54 

$ 40,905.00 $ 40,905.00 

$ 142,312.54 $ 142,312.54 

$ 1,118.94 $ 1 , 1 1 8.94 

$ 141,193.60 $ 141,193.60 
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TO: Board of Directors 

FROM: James Haner 

DATE: March 18,2009 

SUBJECT: Pension Plan Amendments 

On January 3 1,2008, Big Rivers filed applications with the IRS for determination as to 
whether the retirement and savings plans continue to meet the qualification requirements 
of the Internal Revenue Code. Favorable determination letters dated January 13 and 
March 6,2009, have been received for the savings and retirement plans, respectively. 

The R S  agent reviewing our applications concluded in the process that certain changes 
should be made to the plan documents, and the favorable determinations are subject to our 
adoption of those changes. We are asking the Board to approve the amendments prepared 
to incorporate the IRS changes - the 1 st amendments to the salaried plans and the 2nd 
amendments to the bargaining plans. 

All the changes are minor and non-substantive, and have no impact on the administration 
of the plans. They are summarized as follows: 

1. Section 5.9 in the savings plans and section 5.10 in the retirement plans address 
minimum distribution requirements at age 70 $6. Current plan language states that the 
distributions shall be determined pursuant to Code Section 40 1 (a)(9) and regulations 
thereunder. The IRS agent added the phrase “notwithstanding any other provision of the 
plan to the contrary,” and in parentheses following “regulations thereunder,” listed the 
specific regulation numbers. 

2. 
TJniformed Services Employment and Reemployment Rights Act (USERRA), as amended 
and revised. The IRS agent added “and Code Section 402(k)(2)(B)(i)(v),” which reflects a 
USERRA amendment permitting certain reservists to take in-service distributions fkom 
40 1 (k) plans. 

Section 10.8 in the savings plans states that the plans shall comply with the 

3. Section 1.49 in the salaried savings plan and section 2.50 in the salaried retirement 
plan address top heavy plans. In the last sentence of subsection (a) of those sections, the 
IRS agent changed the words “separation from service” to “separation from employment.” 

4. 
(QJSA) benefit form. Current language requires that a member electing a form other than 

Section 4.2 in the retirement plans addresses the qualified joint and sui-vivor annuity 
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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. 

1 
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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. 

PROJECT NO. 904 - WESON 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 (ER): 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. 

MAINTENANCE - REPLACE THE EXISTING TWO-WAY HORSE FORK 69 KV 
SWITCH WITH MULTIPL,E ONE-WAY SWITC€ES: 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. 

2 
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JACKSON PURCHASE AREA 

MAINTENANCE - UPGRADE THE 3.2 MILE LIVINGSTON COUNTY TO DOVER 69 
Kv LINE (PD): 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 TFFE 4.4 MILE PALMA JUNCTION TO CULP 
JUNCTION 69 KV LINE (PD): The project involves upgrading the existing 4.4 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. 

PROJECT NO. 815 - 7 MILE 69 I(v 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, Burna, 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 RUS 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 NlTLE MEADE COUNTY TO GARRETT 69 
KV LINE (PD): The project involves replacing 8 miles of 310 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 1794.21. 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 
WR): The project involves 3 rniles 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. 

3 
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PROJECT NO. 814 - 3 MILE 69 KV CIRCUIT TO SOURCE A NEW 
PAYMEVILI,E/EKRON AREA DELIVERY POINT @R): 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 project prior to the initiation of the project 
construction to allow the project to be eligible for RUS financing. 

BULK SYSTEM 

PROJECT NO. IO18 - RE-CONDUCTOR 3.4 MILE COLEMAN TO NEWTONVILLE 
161 KV LINE OpD): The upgrade of this 6.4 mile interconnection 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 I-Ioosier 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 CFR 1794.21. No further 
environmental documentation for this project will be submitted provided the project is 
constructed as described here. 

PHASE I1 PROJEXTS 

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. If this event does not transpire, the following projects will not be pursued. 

PROJECT NO. 1019 - REXONDUCTOR BOTH COLEMAN TO COLEMAN EHV 161 
ICY 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 CFR 1794.21. No further environmental documentation for this project 
will be submitted provided the project is constructed as described here. 
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PROJIZCT NO. 815 - 13 MILE 161 KV CIRCUIT FROM WILSON TO A NEW THREE- 
TERMINAL TAP POINT ON THE EXISTING HARDINSBURG TO PARADISE 161 KV 
CIRCUIT (ER): The project involves 13 miles of new right-of-way (100 foot width). As part 
of the project, the existing Hardinsburg to Paradise 161 kV circuit will be modified to create a 
HardinsburgTWilsoflaradise three-terminal 161 kV circuit. The project need is described in the 
previously published Bulk Transmission Assessment. The route for this circuit will be rural. 
The project is expected to be completed in 2010 at an estimated cost of $4,700,000. 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. 

PROJECT NO. 1020 - RE-CONDUCTOR 8 MILE 161 KV CIRCUIT FROM THE NEW 
THREE-TERMINAL TAP POINT TO PARADISE (PD): The project involves replacing the 
795 ACSR MCM conductor on the existing 161 kV circuit with 795 MCM ACSS conductor 
capable of operating at 1600 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 $1,100,000. 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 CFX 1794.21. No 
further environmental documentation for this project will be submitted provided the project is 
constructed as described here. 

PROJECT NO. 905 - WILSON TERMINAL (PD): The project involves the addition of a 
161 kV terminal at Wilson. This construction is necessary to terminate the 
HardinsburgMilson/Paradise three-terminal 161 kV circuit described above. The project is 
expected to be completed in 20 10 at an estimated cost of $1,100,000. 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 CFX 
1794.21. No further environmental documentation for this project will be submitted provided the 
project is constructed as described here. 

PROJECT NO. 906 - PARADISE TERMINAL UPGRADE (PD): The project involves 
upgrading the existing Hardinsburg to Paradise 161 kV terminal at Paradise to allow operation at 
1600 Amps. The project is expected to be completed in 2010 at an estimated cost of 1,000,000. 
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. 
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BIG RIVERS ELECTRIC CORPORATION’S RESPONSE 
TO THE KENTUCKY INDUSTRIAL UTILITY CUSTOMERS, INC. 

THIRD DATA REQIJEST TO BIG RIVERS ELECTRIC CORPORATION 

June 1,2009 
PSC CASE NO. 2009-00040 

[tern 3-15) 
Sesponse for current NOx allowance prices. In addition, please provide a copy of the 

jource document relied on. 

Refer to the Company’s response to ICIIJC 1-15. Please update this 

Response) 
:urrent NO, allowance prices are based on the Coal Trader; May 18,2009 price of NO, 

allowances. The prices reflected in the attached Schedule 1.01 reflect $1250.00 for the 

annual NO, allowances and $300.00 for the seasonal NO, allowances. It is important to 

iote 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 

;ash to meet its obligation to WKEC. 

Please see attached Seelye-2, Schedule 1.01 revised as requested. The 

Witness) David A. Spainhoward 
William Steven Seelye 
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Exhibit Seelye-2 
Schedule I .01 revised for KlUC 3-15 
Sponsoring Witness: Spainhoward , Page 1 of 1 

Big Rivers Electric Corporation 
Proforma Adjustments 

Incremental Environmental O&M 

1 Proforma Year * 2,562,428 
2 Historical Year 600,155 
3 Proforma Adjustment 1,962,273 

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% 
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COAL TRADER 

“There were no reported injuries resulting from the 
flooding incident and evacuation,“ Pile said. “Obviously 
we’re extremely happy about the outcome. We have well 
constructed emergency preparedness plans and experienced 
people to carry them out, the plan was well executed, and 
the result was a happy ending.” 

MSHA said in a statement that “the inundation flooded a 
swag at the bottom of the mine slope, preventing the miners 
from exiting the mine. No one was injured nor were they 
ever in any danger. The miners were in frequent telephone 
communications with mine personnel on the surface as well 
as their families. The seven men were rescued and arrived on 
the surface at about 6:OO a.m. Sunday morning“ May 10. 

The mine’s management notified the MSHA Call Center 
at 6:03 a.m. May 9, shortly after the inundation occurred, 
and MSHA personnel quickly responded to the emergency, 
the agency said. 

Several large pumps removed the water blocking the exit. 
Meanwhile, the trapped miners moved to higher ground 

before their rescue, MSHA said, noting, “All seven men 
walked out of the mine, safe and unharmed.” 

The accident investigation is being conducted jointly by 
MSHA and West Virginia, Louviere said. The k-order, accord- 
ing to MSHA documents, “prohibits all activity from the sec- 
ond break inside until MSHA has determined that it is safe 
to resume normal mining operations.“ The order allows the 
operator, Alpha subsidiary Cobra Natural Resources, to con- 
tinue to pump water out of the mine. 

tons last year and nearly 127,000 st in the first quarter of 
this year, according to MSHA. 

Mountaineer Alma A produced a little over 6 15,000 short 

- Steve Hooks, stme-hooks@platts.com 

MONDAY, MAY 18,2009 

Alaska’s Healy plant to lose power purchaser 

4 

Homer Electric Association’s board of directors voted last 
week not to purchase 50% of the electricity generated from 
the 50-MW Healy Clean Coal Power plant beginning in 2014. 

The board also directed Homer Electric General Manager 
Brad Janorschke to “transition the cooperative away from 
involvement with HCCP,” the association said in a state- 
ment on May 14. 

agreements with the Alaska Industrial Development and 
Export Authority, the current owner of the Healy plant, and 
is party to a more recent settlement term sheet with Golden 
Valley Electric Association and AIDEA. That agreement may 
be in flux. It specifies that the settlement will end on the 
earlier of February 15, if ADEA and GVEA have not reached 
sales terms, or August 1, “if AIDEA, GVEA and HEA have not 
executed mutually acceptable definitive agreements.” 

In response to the board’s decision, AIDEA said it was in 
contact with the parties, and it is “too early to determine the 
potential consequences of the HEA Board of Directors’ action.” 

The Homer board also told Janorschke to cancel a request 
for proposals regarding a power supply study. The board said 

HEA entered into power sales and project development 

Copyright 0 2009, The McGraw-Hili Companies 

the independent study was no longer necessary because the 
state was putting together an Integrated Resources Plan for 
the area. 

The Homer directors’ move comes as no surprise, given the 
long history among Homer Electric, AIDE2 and Golden Valley. 

In 1989, the LJS Department of Energy selected the Healy 
plant in Alaska as one of its clean coal demonstration pro- 
jects. The $281 million facility was funded by federal and 
state grants, bond sales and contributions from project par- 
ticipants. Work was completed on the plant in 1997. It was 
to be managed by AIDEA and operated by GVEA. 

In 1999, after being tested for 90 days, GVEA refused to 
operate the plant, claiming it didn’t meet efficiency and 
safety goals, which AIDEA disputed. The plant was to burn 
coal supplied by LJsibelli Coal. 

Since then, various discussions about restarting the plant 
probed possibilities, but the plant still remains idle. In 
January, AIDEA began talking to GVEA about purchasing the 
plant for $50 million and jointly operating the facility. 

GVEA could not be reached for comment. 

S02, NOx markets all over the place 
The sulfur dioxide market saw heavy volumes traded in 

both spot and forward markets last week, but was unable to 
retain the spot price abnve $70/short ton. 

The 2009 spot price of SO2 allowances closed at $67 on 
Friday, down $9 from May 8’s closing price. More than 
25,000 short tons of 2009 SO2 allowances traded in the spot 
market with the most activity occurring on Tuesday, when 
16,000 st traded at prices ranging between $70 and $65. 

In the forwards markets, about 22,000 st of 2009 SO2 
allowances traded at prices ranging between $63.50/st and 
$75/st. The two busiest days in the forwards market were 
May 1 I, when 10,000 st of the 2009 vintage traded for 
L3ecember delivery at $75/st, and May 12, when two trades 
of 5,000 st each occurred at $68/st and $65/st, respectively. 

Also trading in the forward markets on May 12 were 
20 10 SO2 allowances, also for December deliveries. These 
transactions, totaling 23,500 st, occurred at prices ranging 
between $37/st and $38/st. The current 2010 SO2 price is 
$36/st, down $4 from May 8’s price. 

NOx market gained ground this past week. The 2009 annual 
In contrast to the SO2 market, the spot price for the annual 
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COAL TRADER 

NOx spot price closed at $1,250/st o Friday, up $335 from 
May 8‘s closing price. 0 sactio otaled about 2,500 st. 

Also gaining ground last week was the 2010 NOx vin- 
tage, which closed on Friday at $1,05O/st, up $250 over the 
closing price on May 8. Transactions totaled about 1,600 st 
at prices ranging between $1,05O/st and $l,100/st. On 
Friday alone, 200 st of the 2010 vintage traded thrice at 
$1,05O/st. 

According to one market observer, there are more sellers 
in the annual NOx market than buyers because there is con- 
stant downward price pressure on the allowances. 

The spot price for the 2009 seasonal NOx allowances 
declined for the fourth straight week, closing at $325/st, down 
$25/st from May 8. About 400 st traded during the week. 

- Amena Saiyid, amena_saivid@platts.com 

MONDAY, MAY 18,2009 

Bld Offer S/allowance Change s/st 

fmm 2008 and prior. Under the Clean Air 
Interstate Rule that took effect January 1, the US Environmental Protection 
Agency wiii no longer discount allowances for the NQx bank. For met 
visit www.emissions.pIatts.com. Please send contributions to the P 
assessments of the SO2 and NOx markets to emlssions@platts.co 

US DOE budgets Q.4 bil for CCS work 
IJS Energy Secretary Steven Chu on Friday said the Obama 

administration would use $2.4 billion from the economic 
stimulus package to “expand and accelerate” commercial 
deployment of carbon capture and storage technologies. 

Chu, who announced the funding in an address to the 
National Coal Council, said, “To prevent the worst effects of 
climate change, we must accelerate our efforts to capture 
and store carbon in a safe and cost-effective way. This fund- 
ing will both create jobs now and help position the IJS to 
lead the world in CCS technologies, which will be in 
increasing demand in the years ahead.” 

Employing an ice hockey analogy, Chu told the council, 
“We should start to skate where the puck is going to be and 
not skate somewhere else.“ 

The secretary said he would prefer to see plants reduce 
their carbon output by 70% in the next eight to 10 years 
and use that as a starting point, rather than wait 20 to 25 
years to capture 90% to 95% of emissions. 

After his speech, he said that increased research funding 
would lessen the cost of wide-scale carbon capture and stor- 
age deployment by verifying before installation the tech- 
nologies that work. 

Peabody CEO praises DOE program 
The CEO of Peabody Energy, the world’s largest privately 

owned coal producer, said he is encouraged by Chu’s com- 
ments and the announcement of the funding initiatives. 

“I think what was the interesting part in Chu’s com- 
ments was the imperative on the carbon capture technology 
and the horsepower behind it from Chu and the adminis- 
tration,” Gregory Boyce told Platts. 

The sum is the biggest combination of federal research 
money that the industry has seen in 10 to 12 years. “Let’s 
spend it and see how we get along and go from there,” 
Boyce said. 

The US must be a leader in developing advanced coal 
technology to steer other nations toward more efficient and 
less carbon-intensive power plants, Chu said. “China and 
India wiIl not turn their back on coal and other nations of 
the world will not turn their back on coal.” 

Both pre- and post-combustion technologies ranging 
from gasification to oxyburn and so-called “hybrid tech- 
nologies” that will produce both power and transportation 
fuel would all be targeted by the funding, Chu said. Also, 
the department remains in talks with the FutureGen 
Alliance over the fate of the plant in Mattoon, Illinois, 
nixed last year by the Bush administration. 

DOE funds to range from R&D to education 
DOE will post notices of intent to issue the funding and 

will earmark $800 million to expand DOE’S Clean Coal 
Power Initiative, which provides government co-financing 
for new coal technologies to help utilities cut sulfur, nitro- 
gen and mercury pollutants at power plants. 

5 1 Copyright 0 2009, The McGraw-Hill Companies 
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[tern 3-16) 
a. 

b. 

C. 

d. 

Response) 
a. 

b. 

C. 

d. 

Refer to the Company’s response to KIlJC 2- 15. 
Please provide the same information for December 2007. 

Please provide the amount of employee bonuses included in the historic 

test year and in theproforma test year by RUS expense account. 

Please provide the amount of employee bonuses included in the historic 

test year and in theproforma test year by plan or program. 

Please provide the basis for these employee bonuses pursuant to each plan 

program and provide a copy of any plan document and all other 

documents that establish the basis for all such bonuses. 

Rig Rivers Electric Corporation paid no employee Incentive/Merit Award 

in December 2007. 
Please see attached schedule for KIUC Item 3-16.b. No pro forma 

adjustment was proposed; therefore, the IncentiveiMerit Award amount is 
the same for both the historic test year and the pro forma year. 

No pro forma adjustment was proposed; therefore, the Incentive/Merit 

Award amount is the same for both historic test year and the pro forma 
year as follows: 

L,ump-Sum Merit Award $163,384 

Incentive Program 3 1 8,4 1 8 
$48 1,802 

Big Rivers Electric Corporation has two different Award programs 

1 ,  The Lump-Sum Merit Award Program is awarded at the 

recommendation of the President and CEO to employees who have 
demonstrated exceptional individual performance during the year 
and is not to exceed 10% of W-2 earnings, and 
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2. The Incentive Program is awarded, contingent on the attainment of 

key corporate performance results, to all eligible salaried 
employees whose overall performance has been considered to be 

satisfactory. The amount is not to exceed 6% of W-2 earnings. 

The definition of W-2 earnings as defined in the Summary of New 

Big Rivers Salaried Employees Compensation Program dated 

February 18, 1998 includes merit awards however; merit awards 

have never been included in the calculation. Also, the performance 

measures have been revised from a threshold (3%), target (6%), 

and maximum (1 0%) award level to an award of between 0% and 

6%. This change was approved at the Regular Meeting of the 

Board of Directors held on February 16, 2001, in connection with a 
Board-approved salary structure adjustment from 97% of market to 

100%. 

The following attached documents are in support of the Award programs: 
1. Excerpts from the Summary of New Big Rivers Salaried 

Employees Compensation Program; dated February 18, 1998, 

a. Lump-Sum Merit Awards (page 6) 

b. Incentive Program (pages 7-13) 

2. 2007 Incentive Pay Award and Excerpt from the Minutes of 

Regular Meeting of the Board of Directors held on January 18, 

2008 approving said award, and 

3. Authorization to Raise Award Percentage - Excerpt from the 
Minutes of Regular Meeting of the Board of Directors held on 
December 17,2004 authorizing the maximum merit portion of 
the salary plan percentage to be increased from 5% to 10%. 

Witness) Mark Bailey 
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