COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC )
CORPORATION FOR A GENERAL )
ADJUSTMENT IN RATES SUPPORTED BY ) CASE NO. 2013-00199
FULLY FORECASTED TEST PERIOD )

NOTICE OF FILING

Notice is given to all parties that the following materials have been filed into the

record of this proceeding:

- The digital video recordings of the evidentiary hearing
conducted January 7 — January 9, 2014 in this proceeding;

- Certifications of the accuracy and correctness of the
digital video recordings;

- Al exhibits introduced at the evidentiary hearing
conducted January 7 — January 9, 2014 in this proceeding;

- The written logs listing, inter alia, the date and time of
where each witness’ testimony begins and ends on the
digital video recordings of the evidentiary hearing conducted
January 7 — January 9, 2014.
A copy of this Notice, the certifications of the digital video records, exhibit lists,
and hearing logs have been served by first class mail upon all persons listed at the end

of this Notice. Parties desiring electronic copies of the digital video recordings of the

hearing in Windows Media format may download copies at:



http://psc.ky.gov/av broadcast/2013-00199/2013-00199 07Jant4 Inter.asx

http://psc.ky.gov/av broadcast/2013-00199/2013-00199 08Jan14 Inter.asx

http://psc.ky.gov/av broadcast/2013-00199/2013-00199 09Jan14 Inter.asx

Parties wishing annotated digital video recordings may submit a written request

by electronic mail to pscfilings@ky.gov. A minimal fee will be assessed for copies of

these recordings.

The exhibits introduced at the evidentiary hearing may be downloaded at

http://psc.ky.qgov/pscscf/2013%20cases/2013-00199/.

Done at Frankfort, Kentucky, this 17" day of January 2014.

Linda_Eaulkner

Director, Filings Division
Public Service Commission of Kentucky
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC )
CORPORATION FOR A GENERAL ADJUSTMENT IN ) CASE NO. 2013-00199
RATES SUPPORTED BY FULLY FORECASTED TEST )
PERIOD )

CERTIFICATE

I, Sonya Harward, hereby certify that:

1. The attached DVD contains a digital recording of the hearing conducted in the
above-styled proceeding on January 7, 2014; (excluding any confidential segments, which were
recorded on a separate DVD and will be maintained in the non-public records of the
Commission, along with the Confidential Exhibits and Hearing Log). The hearing was recorded
on three consecutive days, January 7, 2014, January 8, 2014, and January 9, 2014, separately.
(Confidential portions were also recorded separately).

2. | am responsible for the preparation of the digital recording;

3. The digital recording accurately and correctly depicts the hearing of January 7,
2014 (excluding any confidential segments);

4, The “Exhibit List” attached to this Certificate correctly lists all exhibits introduced
at the hearing of January 7, 2014 (excluding any confidential exhibits).

5. The “Hearing Log” attached to this Certificate accurately and correctly states the
events that occurred at the hearing of January 7, 2014 (excluding any confidential segments)

and the time at which each occurred.

Given this 10™ day of January, 2014. >L k
| ;

Sonya Hdr ardE Boyd Notary Public 7
State at L%rge
My commission expires: August 27, 2017




2013-00199_07Jan2014
Big Rivers Corporation

Session Report - Detail

Date: Type: Location: Department:
1/7/2014 General Rates Public Service Hearing Room 1 (HR 1)
Commission

Judge: David Armstrong; Linda Breathitt; Jim Gardner
Witness: Mark Bailey - Big Rivers; Billie Richert - Big Rivers
Clerk: Sonya Harward

Event Time Log Event
10:03:02 AM Session Started
10:03:07 AM Chairman Armstrong
Note: Harward, Sonya Preliminary remarks and introduction of Commissioners.
10:03:38 AM Introduction of Attorneys
Note: Harward, Sonya Atty. Kamuf noted that there was a list of the order of witnesses
provided for them.
Note: Harward, Sonya Big Rivers - Tyson Kamuf, James Miller, and Tip Depp; Sierra Club -
Joe Childers, Shannon Fisk, Kristin Henry, Thomas Cmar, and
Bethany Baxter; AG - Jennifer Hans, Larry Cook, and Angela Goad;
KIUC - Mike Kurtz, Kurt Boehm, and Jody Cohn; PSC - Quang
Nguyen, Richard Raff, and Jeb Pinney; Kenergy Corp. - Christopher
Hopgood; Jackson Purchase Energy - Melissa Yates; and Meade Co.
RECC - Thomas Bright.
10:05:57 AM Public Comments
Note: Harward, Sonya Public present today were permitted to speak.
10:06:46 AM Mike Baker - Public  (Public - Exhibit 1)
Note: Harward, Sonya Director of Economic Development for Hancock Industrial
Foundation
10:07:25 AM Camera Lock Camera 6 Activated
10:11:26 AM Camera Lock Deactivated
10:11:45 AM Kyle Estes - Public  (Public - Exhibit 2)
Note: Harward, Sonya Superintendent for Hancock Co. Public Schools
10:11:50 AM Camera Lock Camera 6 Activated
10:16:20 AM Camera Lock Deactivated
10:16:40 AM Jack McCaslin - Public
Note: Harward, Sonya Hancock County Judge / Executive
10:16:40 AM Camera Lock Camera 6 Activated
10:20:10 AM Camera Lock Deactivated
10:20:16 AM Rita Stevens - Public
Note: Harward, Sonya Mayor of the city of Hawesville
10:20:22 AM Camera Lock Camera 6 Activated
10:22:51 AM Camera Lock Deactivated
10:23:06 AM Chairman Armstrong ends public session for the day and begins testimony portion of hearing.
10:23:31 AM Big Rivers Witness Mark Bailey takes the stand and is sworn in.
Note: Harward, Sonya President and CEO of Big Rivers Electric Corporation
10:24:38 AM Atty. Kamuf (BR) direct exam. of Witness Bailey
Note: Harward, Sonya Accepted filed testimony as accurate with a few changes.
10:24:54 AM Corrections to Rebuttal Testimony of Witness Bailey

Note: Harward, Sonya Rebuttal Testimony, page 6, line 19, should read 68.6M, not 68.4M;
page 7, line 1, should read 238.5M, not 220.4M; and line 3, should

read 102.1M, not 83.8M.
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10:27:06 AM

10:30:26 AM

10:31:11 AM

10:35:05 AM

10:37:10 AM

10:39:23 AM

10:41:36 AM

10:45:33 AM

10:46:13 AM

10:51:12 AM

10:54.03 AM

10:55:20 AM

10:56:27 AM

11:00:43 AM

11:10:31 AM

11:13:03 AM

Atty. Cook (AG) cross exam. of Witness Bailey

Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, page 7, line 8, regarding
layoffs.

POST HEARING DATA REQUEST from AG

Note: Harward, Sonya
Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya
Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya
Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Note: Harward, Sonya
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Note: Harward, Sonya
Atty. Cook to Witness Bailey
Note: Harward, Sonya

Atty. Cook to Witness Bailey
Note: Harward, Sonya

Provide sample Layoff Notice at Coleman and Wilson

Referencing Witness's Rebuttal Testimony, page 8, lines 14 through
20.

Referencing Witness's Rebuttal Testimony, page 4, line 22.

Discussing Hawesville closing and the increase in rates to Alcan, and
then Alcan's notice of termination.

Referencing Witness's Rebuttal Testimony, page 10, beginning at
line 4.

Referencing Witness's Rebuttal Testimony, page 11, lines 2 through
13.

Asking who has better load factor, rural or industrial customers.

Referencing Witness's Rebuttal Testimony, page 6, line 16,
regarding change in figures for requested revenue and other
expenses associated with the load.

Referencing the Testimony of Steve Henry, page 4, line 3, regarding
Mr. Henry's concern in 111 percent power rate increase for his
company and that it will leave them with the highest power rate of
all of their mills in the US; and asked about how Witness thinks it
would affect company's competitiveness.

Referencing the Testimony of Steve Henry, page 9, lines 3-6. Would
you dispute this testimony?

Referencing Testimony of Bill Cummings, page 4, lines 8-10,
regarding the mill having the highest rates of any tissue mill.

Referencing Testimony of Bill Cummings, page 5, beginning at line
21, :

Also referencing Testimony of Bill Cummings, page 7, beginning at
line 17.

Also referencing Testimony of Bill Cummings, page 6, beginning at
line 13.

Asking if other industrial customers expect same assistance with
market priced power as given to Sebree and Hawesville.
Discussing additional options that other customers have.

Referencing the Testimony of Steve Henry, page 4, lines 15-19,
regarding discounts to new customers.

Referencing Witness's Direct Testihony, page 6, lines 8-13,
regarding revenues being requested.
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11:16:15 AM

11:17:15 AM
11:17:55 AM
11:22:50 AM

11:26:33 AM
11:29:04 AM
11:29:11 AM
11:29:39 AM
11:30:16 AM
11:32:03 AM
11:32:32 AM

11:33:27 AM

11:37:34 AM
11:37:42 AM
11:37:57 AM
11:39:35 AM

11:40:02 AM
11:41:01 AM

11:47:44 AM

11:58:56 AM

12:02:27 PM

12:04:40 PM

Atty. Cook to Witness Bailey
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 10, question starting
on line 22, regarding rate classes.
Vice Chairman Gardner interjects a question
Note: Harward, Sonya Confirming that CN 12-535 elimated substities between rate classes.
Atty. Cook continues cross exam. of Witness Bailey
Note: Harward, Sonya Discussing comments made at public meeting in Henderson.

Atty. Cook to Witness Bailey
Note: Harward, Sonya
Atty. Cook to Witness Bailey
Note: Harward, Sonya

Discussing how other businesses can also avoid bankruptcy.

Discussing MISO's reporting of discontinued use of certain types of
power in the near future,
AG - Exhibit 1
Note: Harward, Sonya The State Corporation Commission of the State of Kansas, Docket
No. 13-FBEE-803-MIS, Order Granting Siting Permit
Commissioner Breathitt interjected a question.
Note: Harward, Sonya How old is Wilson?
Atty. Kamuf Objection
Note: Harward, Sonya Not sure why witness is going to be asked additional questions
about exhibits being handed out since he's already said he is
unfamiliar with the information.
(This document was introduced by AG but was not accpeted into the record.)
From 3 Websites - Clean Line Energy Partners, Grain Belt Express
Clean Line; Rock Island Clean Line; and Plains & Eastern Clean Line.

AG - Exhibit 2
Note: Harward, Sonya

Atty. Kamuf Obijection
Note: Harward, Sonya Witness has not read this and has already stated he is unfamiliar
with the information.
Atty. Cook response to objection
Note: Harward, Sonya Not asking Witness to testify about it but wanted to introduce it and
discuss the affect it may have on Big River's price and has relevance
to mitigation claim.
Atty. Cook to Witness Bailey
Note: Harward, Sonya Referencing AG - Exhibit 1 to this Hearing, after page 22.
Atty. Cook asked for AG - Exhibits 1 and 2 be entered into record.
Atty. Kamuf Objection to AG - Exhibit 2
Atty. Cook's Response to Objection
Chairman Armstrong
Note: Harward, Sonya Judgement will be deferred to end of the hearing as to whether this
Exhibit will be entered into the record.
Atty. Cook resumes cross exam. of Witness Bailey
Atty. Cook to Witness Bailey
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 13, line 16, about
restarting Wilson and Coleman plants.
AG - Exhibit 3
Note: Harward, Sonya Letter to Chairman Armstrong dated December 16, 2013, stamped
as rec'd at PSC on Dec. 26, 2013.
Atty. Cook to Witness Bailey
Note: Harward, Sonya Questioning about communications with lenders.
POST HEARING DATA REQUEST from AG
Note: Harward, Sonya Provide any written communications with rating agencies about the
mitigation plan.
Atty. Cook to Witness Bailey

Note: Harward, Sonya Discussing replacement load.
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12:09:51 PM

12:17:40 PM

12:21:23 PM

12:25:06 PM
12:25:38 PM
1:31:49 PM
1:31:55 PM

1:35:37 PM

1:43:26 PM

1:47:14 PM

1:49:54 PM

1:56:01 PM
1:56:22 PM

1:59:50 PM

1:59:57 PM
2:01:22 PM

2:01:40 PM

2:02:41 PM
2:03:12 PM
2:04:42 PM
2:04:55 PM

2:10:55 PM

2:14:24 PM

Atty. Cook to Witness Bailey

Note: Harward, Sonya Asked when access to market priced power was first discussed with
Century for Sebree power. (Or with Alcan when they owned
Sebree.)
AG - Exhibit 4
Note: Harward, Sonya Response to AG's Initial Request for Information dated August 19,

2013, Item 107 (includes answer to question which comes from a
response in CN 12-535)
Atty. Cook to Witness Bailey
Note: Harward, Sonya Asking if Witness can say that Big Rivers will have no further rates
cases until at least 2016.
BREAK
Session Paused
Session Resumed
Atty. Cook resumed cross exam. of Witness Bailey
Note: Harward, Sonya Asking if any research has been done on market value of plants that
are like Wilson and Coleman.
Atty. Cook to Witness Bailey

Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 4, line 20, through
page 5, line 5.
AG - Exhibit 5
Note: Harward, Sonya Letter from Century Aluminum to Mark Bailey, dated June 12, 2012.
Atty. Cook to Witness Bailey
Note: Harward, Sonya Questioning about when the Board was advised that a mitigation
plan was being discussed with Century.
AG - Exhibit 6
Note: Harward, Sonya Response from Big Rivers to KIUC Initial Request for Information

dated December 19, 2012, Volume 2, Responses to Item Nos. 9
through 22, filed January 3, 2013
Atty. Cook concludes his cross exam. of Witness Bailey
Atty. Kurtz (KIUC) cross exam. of Witness Bailey
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 6, starting at line 1,
regarding rates sold to smelters.
Atty. Depp (BR) Objection
Note: Harward, Sonya More agrumentative than questioning.
Chairman Sustained Objection
KIUC - Exhibit 1

Note: Harward, Sonya Four pages of quotes accumulated from previous cases.
Commissioner Breathitt interjects clarifying question to Witness Bailey

Note: Harward, Sonya Clarifing question concerning response about bankruptcy being
. almost inevitable.
Atty. Kamuf Objection
Note: Harward, Sonya Objection to KIUC - Exhibit 1 of this Hearing
Atty. Kurtz Response to Objection
Chairman Armstrong accepts Exhibit into the case.
Atty. Kurtz to Witness Bailey

Note: Harward, Sonya Questioning about KIUC - Exhibit 1 to Hearing
KIUC - Exhibit 2
Note: Harward, Sonya Moody's Investors Service, Issuer Comment: Kentucky PSC order to

increase wholesale rates charged by Big Rivers, a credit positive,
Global Credit Research 01 Nov. 2013
Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Discussing BR's operating TIER that it's requesting in this case and
its profits.
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2:14:48 PM

2:20:30 PM

2:21:47 PM
2:21:56 PM
2:23:10 PM
2:23:18 PM
2:23:28 PM
2:23:33 PM
2:23:45 PM

2:24:17 PM

2:24:44 PM
2:24:48 PM

2:24:48 PM
2:25:14 PM
2:25:30 PM
2:25:58 PM
2:26:09 PM
2:26:14 PM
2:26:20 PM
2:26:39 PM
2:26:40 PM
2:26:50 PM
2:27:07 PM
2:27:27 PM

2:27:53 PM
2:32:42 PM

2:36:40 PM

2:40:00 PM

2:41:27 PM

2:45:24 PM

2:45:39 PM

KIUC - Exhibit 3
Note: Harward, Sonya Letter to Jeff Derouen from Tyson Kamuf, dated Dec. 20, 2013,
regarding updates to Application, Responses to Comm. Staff's Initial
DR, and Comm. Staff's 3rd DR
Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Questioning about cash balances listed in KIUC - Exhibit 3 of this
Hearing.
Atty. Kurtz concludes his cross exam. of Witness Bailey
Atty. Cmar (Sierra Club) cross exam. of Witness Bailey
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
SC - Exhibit 1
Note: Harward, Sonya Henry Hub Natural Gas Spot Price, Source: U.S. Energy Information
Administration
Atty. Kamuf Objection
Note: Harward, Sonya Objects to SC - Exhibit 1
Chairman Armstrong will rule after hearing discussion on Exhibit
Atty. Cmar to Witness Bailey
Note: Harward, Sonya Questioning about SC - Exhibit 1 to this Hearing
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Atty. Cmar asks that SC - Exhibit 1 be submitted into the record.
Atty. Kamuf further Objection to SC - Exhibit 1
Atty. Cmar Response to Objection
Chairman Armstrong
Note: Harward, Sonya Allows Exhibit to be discussed.
Note: Harward, Sonya Commission will recieve the Exhibit.
Atty. Cmar continues cross exam. of Witness Bailey
Atty. Cmar to Witness Bailey

Note: Harward, Sonya Discussing bringing plants up to reguiation standards.
Atty. Cmar to Witness Bailey
Note: Harward, Sonya Asking how much time is needed before Big Rivers decides if the

mitigation plan works.
Atty, Cmar to Witness Bailey
Note: Harward, Sonya Continued questioning about Big Rivers retiring the Wilson and
Coleman plants if they are net revenue losers.
Atty, Cmar to Witness Bailey

Note: Harward, Sonya Questioning about bankruptcy.
SC - Exhibit 2 - CONFIDENTIAL
Note: Harward, Sonya CN 2013-0099, SC Response to BREC Reqguests, Item No. 1, by
Frank Ackerman

SC - Exhibit 3 - CONFIDENTIAL
Note: Harward, Sonya CN 2013-0099, SC Response to Commission Staff Requests, Item
No. 1, by Frank Ackerman
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2:54:22 PM

2:55:24 PM
2:55:29 PM
3:08:37 PM
3:08:40 PM
3:08:44 PM
3:09:19 PM
3:09:30 PM
3:09:37 PM
3:10:10 PM
3:10:26 PM
3:11:53 PM

3:15:117 PM

3:16:20 PM

3:22:53 PM

3:24:03 PM

3:26:53 PM

3:31:23 PM

3:36:16 PM

3:37:12 PM

3:40:39 PM

3:41:36 PM

3:44:33 PM

3:45:33 PM

3:50:54 PM
3:50:57 PM
3:52:46 PM

Atty. Depp
Note: Harward, Sonya SC - Exhibits 2 and 3 contain CONFIDENTIAL information and are
different than those filed and posted on the PSC website.
BREAK
Session Paused
Session Resumed
Session Paused
Session Resumed
Session Paused
Session Resumed
Atty. Cmar
Note: Harward, Sonya Confirmed that SC - Exhibits 2 and 3 will be CONFIDENTIAL
Atty. Cmar has concluded his cross exam. of Witness Bailey
Atty. Nguyen (PSC) cross exam. of Witness Bailey
Atty. Nguyen to Witness Bailey

Note: Harward, Sonya Referencing Item 7 of Staff's 2nd Information Request (2-7)
POST HEARING REQUEST by PSC Staff
Note: Harward, Sonya Provide comparison of total compensation in the base and forecast

periods for individuals considered senior management or part of
your staff. List total doliar amount for each group and the number
of employees at each level.

Atty. Nguyen to Witness Bailey

Note: Harward, Sonya Questioning about if any bonuses awarded to any BR staff.
Commissioner Breathitt interjected a question.
Note: Harward, Sonya Asking a clarifing question about NorthStar (as it pertains to the
bonuses).
POST HEARING REQUEST by PSC
Note: Harward, Sonya Provide Load Mitigation Plan.
Note: Harward, Sonya Provide Corrective Action Plan filed with RUS
Atty. Nguyen to Witness Bailey
Note: Harward, Sonya Referencing KIUC - Exhibit 3 of this Hearing.
Atty. Nguyen to Witness Bailey
Note: Harward, Sonya Asking about the affect of rate increase on rate payers.
Atty. Kamuf Interjection
Note: Harward, Sonya Stated that prices being requested for plants is confidential.
Atty. Nguyen to Witness Bailey
Note: Harward, Sonya Continued questioning about the sale price of the plants.
Atty. Nguyen to Witness Bailey
Note: Harward, Sonya Questioning about legislation discussed earlier concerning needing

Coleman and Wilson plants
Commissioner Breathitt and Vice Chairman Gardner
Note: Harward, Sonya Asking about what legislative initative may be.
Note: Harward, Sonya Asking if BR should have asked Century people yesterday if they'd
come back on the system.
Atty. Nguyen to Witness Bailey

Note: Harward, Sonya Asking about the potential for cogeneration services in its system.
Atty. Nguyen to Witness Bailey
Note: Harward, Sonya Asking about Gain Sharing program - does exceeding budget of

wholesale margins trigger incentive payments?
Atty. Nguyen concludes his cross exam, of Witness Bailey
Vice Chairman Gardner cross exam. of Witness Bailey
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Questioning about 12-535 dealing with more than just Hawesville
case, but this case only deals with idling of Sebree.

Created by JAVS on 1/13/2014 - Page 6 of 9 -



3:54:37 PM

3:58:47 PM

4:00:02 PM

4:03:05 PM

4:09:07 PM

4:10:48 PM

4:16:31 PM

4:18:11 PM

4:22:34 PM

4:29:02 PM

4:29:07 PM

4:33:57 PM

4:36:25 PM

4:39:43 PM
4:39:48 PM

4:40:03 PM
4:43:44 PM

4:45:30 PM

4:51:34 PM

4:56:28 PM

4:57:30 PM

5:04:22 PM

Vice Chairman Gardner to Witness Bailey

Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 6.
POST HEARING REQUEST by Vice Chairman Gardner
Note: Harward, Sonya What the elements are in the cost reduction numbers being
discussed.
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Questioning about how many employees will be let go with Wilson

and Coleman plants closing.
Vice Chairman Gardner to Witness Balley
Note: Harward, Sonya Asking what are actual costs if you shut down a facility and what is
necessary revenue requirement.
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Asking about any discussions once Century purchased Alcan due to
owning two units nearby.
Vice Chalrman Gardner to Witness Bailey

Note: Harward, Sonya - Referencing AG - Exhibit 3 to this Hearing.
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Questioning continued about load mitigation plan.
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Read from Brief filed by Big Rivers in CN 2012-00535, page 38, and
questioning why Big Rivers is changing approaches in the instant
case.
Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Questioning about CN 12-535 having been a short term case, and

how bigger issues were to be dealt with in instant case.
Vice Chairman Gardner concludes his cross exam. of Witness Bailey
Commissioner Breathitt cross exam. of Witness Bailey

Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 13, lines 9-13.
Commissioner Breathitt to Witness Bailey
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 12, section 7.
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 14, where IRP is
due.
Commissioner Breathitt to Witness Balley
Note: Harward, Sonya Asking about potential legislation, and provision where smelters

cannot go back on Big Rivers.
Commissioner Breathitt concludes her cross exam. of Witness Bailey
Chairman Armstrong
Note: Harward, Sonya Asked if there is any additional public wishing to make a public
comment.
Atty. Kamuf re-direct of Witness Bailey
Atty. Kamuf to Witness Bailey
Note: Harward, Sonya Asking clarifying question about how Coleman and Wilson can also
be started earlier than planned.
Atty. Kamuf to Witness Bailey

Note: Harward, Sonya Referencing KIUC - Exhibit 1 in this Hearning.
Atty. Kamuf to Witness Bailey
Note: Harward, Sonya Referencing KIUC - Exhibit 3 of this Hearing.
Atty. Cook re-cross of Witness Bailey
Note: Harward, Sonya Questioning concerning Coleman and Wilson ability to start earlier

than planned.
Atty. Kurtz re-cross of Witness Bailey
Note: Harward, Sonya Asking questions concerning if there is any requirement to tear
down a power plant versus letting it sit.
Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Asking about Nebraska prices versus Kentucky prices.
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5:05:11 PM Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Questioning about his response to smelters not being allowed to
return to the system.
5:08:10 PM Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Asking about Gain Share and how much will go to employees in
2013 and how much went to them in 2012,
5:08:58 PM Atty. Cmar re-cross of Witness Bailey
5:10:37 PM Atty. Cmar to Witness Bailey
Note: Harward, Sonya Questioning about cost of demalition.
5:13:42 PM Atty. Nguyen re-cross of Witness Bailey
Note: Harward, Sonya Questioning about his response to what would happen if there was a
reduction in the requested rate increase.
5:16:32 PM Vice Chairman Gardner re-cross of Witness Bailey
Note: Harward, Sonya Referencing Jack McCaslin's public comments about hurting
economic development.
5:18:39 PM Vice Chairman Gardner to Witness Bailey
Note: Harward, Sonya Asking some environmental questions.
5:20:09 PM Chairman Armstrong
Note: Harward, Sonya Reminding all that there will be public comments via video when we
resume tomorrow at 10am.
5:21:36 PM Witness Bailey is dismissed from the stand.
5:22:50 PM Witness Billie Richert takes the stand and is sworn in.
Note: Harward, Sonya VP of Accounting and CFO at Big Rivers Electric Corporation
5:23:59 PM Atty. Kamuf direct exam. of Witness Richert
5:24:10 PM Witness Richert provides changes to her testimony.
Note: Harward, Sonya Rebuttal Testimony, page 13 of 38, changes several numbers.
5:26:00 PM Atty. Cook cross exam. of Witness Richert
5:27:57 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 5, line 17, asking if
there is a typo there.
5:29:23 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Asking about level of communication with lenders in 2013.
5:30:14 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing Witness's Response to AG 1-3. Have there been
additional communications since this response?
5:31:42 PM POST HEARING REQUEST by AG
Note: Harward, Sonya Provide any written documents of any communicaiton between Big
Rivers and it's lenders since last response to AG 1-3.
5:31:51 PM Atty. Kamuf Objection
Note: Harward, Sonya Objection to on-going discovery by AG's office.
5:32:02 PM Atty. Cook Response to Objection
5:32:33 PM Chairman Armstrong Response
5:32:49 PM Chairman Armstrong asked that documents be provided by Big Rivers to AG.
5:33:23 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing a response to AG 1-14, regarding updates to Corrective
Plan.
5:36:25 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Asking if communications with rating agencies have been normal or
unusal in 2013.
5:37:32 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing Witness's Response to AG 1-4, anything new to update?
5:38:58 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing AG - Exhibit 6 to this Hearing.
5:42:06 PM Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing Response to AG 1-5
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5:42:53 PM

5:44:13 PM
5:45:04 PM
5:48:00 PM
5:48:06 PM
5:52:57 PM
5:53:05 PM
5:53:09 PM
5:57:03 PM

5:59:26 PM

6:01:04 PM

6:02:59 PM

6:03:32 PM

6:04:23 PM
6:04:57 PM

6:06:02 PM
6:06:30 PM

6:06:52 PM

6:12:38 PM

6:15:56 PM
6:18:31 PM
6:19:29 PM
6:19:33 PM

6:19:42 PM
6:20:50 PM
6:20:56 PM
6:25:09 PM

Atty. Cook to Witness Richert

Note: Harward, Sonya Referencing Response to AG 1-17 and the status of review discussed
in response.
Vice Chairman Gardner interjected with a clarifying question.
Note: Harward, Sonya Asking what application she was discussing.
Atty. Cook to Witness Richert
Note: Harward, Sonya Referencing Response to AG 1-26.

Hearing going into Confidential Session
Private Recording Activated

Public Recording Activated

Hearing resumes in Public Sesion

Atty. Kurtz cross exam. of Witness Richert

Note: Harward, Sonya Discussing depreciation.
Atty. Kurtz to Witness Richert

Note: Harward, Sonya Continued questioning about debt service coverage ratio.
KIUC - Exhibit 4

Note: Harward, Sonya Portions of Orders from Commission decisions in PSC CNs 9613 and

12-535

Atty. Depp Objection

Note: Harward, Sonya Asking Witness for Legal meaning is inappropriate.
Atty. Kurtz to Witness Richert

Note: Harward, Sonya Continuing questions about KIUC - Exhibit 4 of this Hearing.
Atty. Depp Objection

Note: Harward, Sonya Counsel is testifying.

Atty. Depp renewed Objection
Atty. Kurtz to Witness Richert
Note: Harward, Sonya Asking about other parts of KIUC - Exhibit 4 of this Hearing.
Chairman Armstrong sustained Objection
Atty. Kurtz to Witness Richert

Note: Harward, Sonya Asking about minimum amount of cash Big Rivers is required to
hold.
KIUC - Exhibit 5
Note: Harward, Sonya Big Rivers Board Policy, Policy Number 118, Financial Policy

(Incorporates Annual Fiscal Review Policy)
KIUC - Exhibit 6a (This document was introduced by KIUC but was not accpeted into the record.) and
Exhibit 6b - CONFIDENTIAL
Note: Harward, Sonya At the end of the hearing, this Exhibit was split into two parts. The
first 3 pages were titled 6a and the last page titled 6b. 6a was not
accepted ito the record and 6b was accepted into the record. Both
parts are still confidential.
Note: Harward, Sonya Big Rivers' Temporary Cash Investments With and Without Cash
from Coleman and Wilson Plant Depreciation
Atty. Cmar passes out a reference to assist with KIUC - Exhibit 6
Chairman Armstrong suggested ailowing Witness to review and respond later.
Camera Lock Camera 7 Activated
Atty. Cmar
Note: Harward, Sonya Explains where he got his handout from.
Camera Lock Deactivated
Adjourned for the day.
Session Paused
Session Ended
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Exhibit List Report 2013-00199_07Jan2014

Big Rivers Corporation

Name: Description:

AG - Exhibit 1 The State Corporation Commission of the State of Kansas, Docket No. 13-FBEE-803-MIS,
Order Granting Siting Permit

AG - Exhibit 3 Letter to Chairman Armstrong dated December 16, 2013, stamped as rec'd at PSC on
Dec. 26, 2013.

AG - Exhibit 4 Response to AG's Initial Request for Information dated August 19, 2013, Item 107
(includes answer to question which comes from a response in CN 12-535)

AG - Exhibit 5 Letter from Century Aluminum to Mark Bailey, dated June 12, 2012.

AG - Exhibit 6 Response from Big Rivers to KIUC Initial Request for Information dated December 19,
2012, Volume 2, Responses to Item Nos. 9 through 22, filed January 3, 2013

KIUC - Exhibit 1 Four pages of quotes accumulated from previous cases.

KIUC - Exhibit 2 Moody's Investors Service, Issuer Comment: Kentucky PSC order to increase wholesale
rates charged by Big Rivers, a credit positive, Global Credit Research 01 Nov. 2013

KIUC - Exhibit 3 Letter to Jeff Derouen from Tyson Kamuf, dated Dec. 20, 2013, regarding updates to
Application, Responses to Comm. Staff's Initial DR, and Comm. Staff's 3rd DR

KIUC - Exhibit 4 Portions of Orders from Commission decisions in PSC CNs 9613 and 12-535

KIUC - Exhibit 5 Big Rivers Board Policy, Policy Number 118, Financial Policy (Incorporates Annual Fiscal
Review Policy)

KIUC - Exhibit 6b - Big Rivers Long-Tem Financial Forecast, page 3 of 7

CONFIDENTIAL

Not Accepted - AG - Exhibit 2

Not accepted - KIUC - Exhibit
6a - CONFIDENTIAL

Public - Exhibit 1

Public - Exhibit 2

SC - Exhibit 1

SC - Exhibit 2 - CONFIDENTIAL
SC - Exhibit 3 - CONFIDENTIAL

From 3 Websites - Clean Line Energy Partners, Grain Belt Express Clean Line; Rock
Island Clean Line; and Plains & Eastern Clean Line. (This document was introduced by
AG but was not accpeted into the record.)

Big Rivers' Temporary Cash Investments With and Without Cash from Coleman and
Wilson Plant Depreciation. (This document was introduced by KIUC but was not
accpeted into the record.)

Letter of Public Comment from Mike Baker

Letter of Public Comment from Kyle Estes

Henry Hub Natural Gas Spot Price, Source: U.S. Energy Information Administration
CN 2013-0099, SC Response to BREC Requests, Item No. 1, by Frank Ackerman

CN 2013-0099, SC Response to Commission Staff Requests, Item No. 1, by Frank
Ackerman
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC )
CORPORATION FOR A GENERAL ADJUSTMENT IN ) CASE NO. 2013-00199
RATES SUPPORTED BY FULLY FORECASTED TEST )
PERIOD )

CERTIFICATE

|, Sonya Harward, hereby certify that:

1. The attached DVD contains a digital recording of the hearing conducted in the
above-styled proceeding on January 8, 2014; (excluding any confidential segments, which were
recorded on a separate DVD and will be maintained in the non-public records of the
Commission, along with the Confidential Exhibits and Hearing Log). The hearing was recorded
on three consecutive days, January 7, 2014, January 8, 2014, and January 9, 2014, separately.
(Confidential portions were also recorded separately).

2. | am responsible for the preparation of the digital recording;

3. The digital recording accurately and correctly depicts the hearing of January 8,
2014 (excluding any confidential segments);

4, The “Exhibit List” attached to this Certificate correctly lists all exhibits introduced
at the hearing of January 8, 2014 (excluding any confidential exhibits).

5. The “Hearing Log” attached to this Certificate accurately and correctly states the
events that occurred at the hearing of January 8, 2014 (excluding any confidential segments)
and the‘r‘cime at which each occurred.

Given this 10" day of January, 2014.

State at Large
My commission expires: August 27, 2017



Session Report - Detail

2013-00199_08Jan2014

Big Rivers Electric Corporation

Date: Type: Location: Department:
1/8/2014  General Rates - PublicService -~ Hearing Room 1 (HR 1)

il . . Commission o o
Judge: David Armstrong; Linda Breathitt; Jim Gardner

Witness: Billie Richert - Big Rivers
Clerk: Sonya Harward

Event Time

Log Event

10:13:41 AM
10:13:46 AM
10:13:48 AM

10:19:10 AM

10:19:31 AM
10:19:53 AM

10:22:12 AM

10:24:09 AM
10:24:10 AM

10:24:17 AM
10:25:17 AM

10:27:27 AM
10:30:28 AM
10:33:05 AM
10:37:31 AM

10:39:46 AM
10:39:58 AM

10:41:38 AM
10:43:16 AM
10:43:40 AM
10:44:33 AM
10:44:39 AM
10:49:27 AM
10:49:32 AM

10:49:57 AM

Session Started

Camera Lock Deactivated

Vice Chairman Gardner
Note: Harward, Sonya

Public Comments in Brandenburg

Note: Harward, Sonya

Public Comments in Owensboro

Rex Gossett ~ Public
Note: Harward, Sonya

Burt Atchen - Public
Note: Harward, Sonya

Camera Lock Camera 1 Activated

Nicholas Knott - Public

Note: Harward, Sonya
Camera Lock Deactivated
Don Kelly - Public

Note: Harward, Sonya
John Warren - Public

Note: Harward, Sonya
Grover Hardin - Public

Note: Harward, Sonya
Dewayne Russell - Public

Note: Harward, Sonya
Lane Orten - Public

Note: Harward, Sonya

Public Comments in Paducah

Jack Marshall - Public
Note: Harward, Sonya
Dr. Bill Murphy - Public

Preliminary comments and video conference call instruction.
Remote locations taking public comment in Brandenburg,
Owensboro, and Paducah.

No one to speak.

Resident of Ohio County

Works in Hawesville, KY
Member in community his whole Iife.

Resident of Owensboro, retired industrial manager.

Resident of Owensboro, Contract Poultry Grower for Tyson Foods.
Piant Manager for the Owensboro Kimberly Clarke facility.
Resident of Owensboro, KY

Resident of Owensboro

Resident of Paducah and Jackson Purchase Board Member.

Vice Chairman Gardner confirming that all public comments have been made at all sites.
Vice Chairman Gardner closing Public Comments

BREAK

Session Paused

Session Resumed

Vice Chairman Gardner
Note: Harward, Sonya

Reminds Witness Richert that she's still under oath.

Atty. Kurtz (KIUC) resuming cross exam. of Witness Richert

Note: Harward, Sonya

Resumes questioning about financial report and cash balance.

Created by JAVS on 1/13/2014

-Pagelof 2 -



10:51:23 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Referencing KIUC - Exhibit 6 of this Hearing, and confirming Iast
page is from May report of Big Rivers.
10:53:00 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 20.
10:55:59 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 22, line 18.
10:59:11 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Discussing changes in use of money reserved for specific purposes.
11:00:10 AM KIUC - Exhibit 7
Note: Harward, Sonya Figure 1, Number of Large Industrial Customers by mW size, Direct
Testimony of Stephen J. Baron at pages 13-14, CN 2013-00199
11:05:57 AM KIUC - Exhibit 8
Note: Harward, Sonya The Vulnerability of Kentucky's Manufacturing Economy to
Increasing Electricity Prices, Aron Patrick, Kentucky Energy and
Environment Cabinet, Department of Energy Development and
Independence, October 2012, energy.ky.gov
11:10:18 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Discussing treating business customers equally by using reserves left
over from rural residental customers mitigation.
11:13:15 AM Atty. Kurz to Witness Richert
Note: Harward, Sonya Referencing page 6 of KIUC - Exhibit 8 of this Hearing.
Note: Harward, Sonya Referencing page 4 of KIUC - Exhibit 8 of this Hearing.
11:16:22 AM Atty. Kurtz concludes his cross exam. of Witness Richert.
11:16:26 AM Atty. Cmar (Sierra Club) cross exam. of Witness Richert
Note: Harward, Sonya Questioning about depreciation.
11:18:46 AM Atty. Cmar to Witness Richert
; Note: Harward, Sonya Discussing cash balances.
11:26:00 AM Break
11:26:13 AM Session Paused
11:26:15 AM Session Resumed
11:26:18 AM Session Paused
11:26:26 AM Session Ended
Date: Type: Location: Department:
1/10/2014 GEneral Rates' Public Service ~ Hearing Room 1 (HR 1)
‘ __Commission_ o

Judge Dawd Armstrong; Linda Breathltt Jim Gardner

Witness: Biilie Richert - Big Rivers
Clerk: Sonya Harward

Event Time Log Event
11:25:48 AM Session Started
11:25:53 AM Session Paused
11:26:06 AM Session Ended
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2013-00199_08Jan2014-2

0\, Session Report - Detail
; Big Rivers Electric Corporation

Type: Location: Department:
_ GeneralRates .. - ... .. PublicService . HearingRoomi1(HR1). - .

Judgé: Dévid Ar‘mstrbhg;wLinda Breafhitf; Jim 'Gardner

Witness: Robert Berry - Big Rivers; Chris Bradley - Big Rivers; Ted Kelly - for Big Rivers; Ralph Mabey - for Big Rivers;
Billie Richert - Big Rivers; Deanna Speed - Big Rivers; Daniel Walker - for Big Rivers; Jeff Williams - Big Rivers
Clerk: Sonya Harward

Event Time Log Event
11:37:50 AM Session Started
11:38:11 AM Hearing resumed.

Note: Harward, Sonya Record for this day will be in two parts due to glitch not allowing
program to go into confidential mode during the first part of the
recording.

11:38:12 AM Hearing going into Confidential Session
11:38:16 AM Private Recording Activated
12:04:20 PM Public Recording Activated
12:04:25 PM Hearing resuming in Public Session
12:04:27 PM Atty. Nguyen (PSC) cross exam. of Witness Richert
12:06:00 PM POST HEARING DATA REQUEST by PSC
Note: Harward, Sonya Provide monthly fuel cost once Sebree leaves Big Rivers system.
12:07:53 PM Atty. Nguyen to Witness Richert

Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 5, beginning at line

15,
12:11:25 PM Atty. Nguyen to Witness Richert

Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 13, and the
Witness's Response to Item 1 to Comm. Staff's 4th Info. Request,
page 6 to attachment of this response.

12:15:24 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Referencing Response to Comm. Staff 2nd Info. Request, Item 3.
12:17:39 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Referencing Tab 28 of Big Rivers' Application, attachment 3 at pages
17-18 of 27.
12:20:26 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 31, lines 7-11.
12:22:20 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Witness's Response to Item 2 to Comm. Staff's 4th Info. Request,
attachment to Part A.
12:30:19 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Discussing flow through cases.
12:31:58 PM POST HEARING DATA REQUEST by PSC
Note: Harward, Sonya Provide accounting entries made monthly when economic and rural
reserve funds were established.
12:36:28 PM Atty. Nguyen to Witness Richert
Note: Harward, Sonya Discussing creditors allowing BR to sell plants at net book value.
12:37:50 PM Vice Chairman Gardner to Witness Richert
Note: Harward, Sonya Question about getting creditors' approval to sell plants at any value.
12:38:45 PM BIG RIVERS TO ADDRESS IN BRIEF

Note: Harward, Sonya Will Big Rivers have to get consent from Creditors to sell the plants

at a particular price?
12:39:35 PM Atty. Nguyen concdludes his cross exam. of Witness Richert.
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12:39:40 PM
12:41:45 PM

12:43:20 PM
12:46:03 PM
12:46:56 PM
12:49:55 PM
12:54:37 PM
12:58:40 PM
12:58:58 PM
1:06:38 PM

1:09:25 PM

1:14:34 PM
1:15:56 PM

1:17:37 PM

1:18:46 PM
1:21:07 PM

1:22:56 PM
1:25:56 PM
1:27:28 PM
1:27:46 PM
2:31:21 PM
2:31:44 PM
2:31:46 PM
2:32:25 PM
2:32:39 PM

2:34:27 PM

2:42:34 PM

2:43:15 PM
2:43:21 PM
2:46:20 PM
2:46:25 PM

Commissioner Breathitt cross exam. to Witness Richert
Commissioner Breathitt to Witness Richert
Note: Harward, Sonya Asked if BR can provide anything else that PSC may need to make a
informed dedsion. Witness suggested a schedule on the impact of
not recieving depreciation.
Commissioner Breathitt to Withess Richert
Note: Harward, Sonya Witness lays out next steps for Big Rivers.
Chairman Armstong to Witness Richert
Vice Chairman Gardner cross exam. of Witness Richert
Vice Chairman Gardner to Witness Richert
Note: Harward, Sonya Questioning about including revenue in a forecast test year.
Vice Chairman Gardner to Witness Richert
Note: Harward, Sonya Asking about borrowing needs right now and in forecasted test year.
Commissioners conclude cross exam. of Witness Richert
Atty. Kamuf redirect of Witness Richert
Atty. Kamuf to Witness Richert
Note: Harward, Sonya
Atty. Kamuf to Witness Richert
Note: Harward, Sonya Following up on questions asked by Atty. Nguyen.
Atty. Cook re-cross exam. of Witness Richert
Atty. Cook to Witness Richert
Note: Harward, Sonya
Atty. Cook to Witness Richert
Note: Harward, Sonya Discussing public comments that were made earlier by Mr. Murphy.
Atty. Kurtz re-cross exam. of Witness Richert
Atty. Kurtz to Witness Richert
Note: Harward, Sonya Asking about cost of severance for employees.
Atty. Cmar re-cross exam. of Witness Richert
Note: Harward, Sonya Asking about spending on MATS.
Atty. Kamuf additional re-direct of Witness Richert
Note: Harward, Sonya Asking follow up questions.
Break
Session Paused
Session Resumed
Vice Chairman Gardner asks for next witness.
Witness Ted Kelly - Big Rivers - takes stand and is sworn in.
Note: Harward, Sonya Burns & McDonnell, Principal and Head of Business Analysis Group
Atty. Kamuf direct exam. of Witness Kelly
Note: Harward, Sonya Witness confirms that testimony is still accurate and has no changes.
Atty. Henry (Sierra Club) cross exam. of Witness Kelly
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 21.
SC - Exhibit 5
Note: Harward, Sonya

Continuing to follow up on questions.

Asking about rating agencies conducting reviews of mitigation plan.

Report on the Comprehensive Depreciation Study, Prepared for Big
Rivers Electric Corp., Henderson, KY, dated November 2012, Project
Number 70000, Burns & McDonnell
Atty. Henry to Witness Kelly
Note: Harward, Sonya Questioning about depreciation and how it is calculated.
Atty. Henry concludes her cross exam. to Witness Kelly
Vice Chairman Gardner cross exam. of Witness Kelly
Video Conference Activated
Vice Chairman Gardner to Witness Kelly
Note: Harward, Sonya Continuing questioning about studies given to lenders.
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2:48:53 PM

2:50:15 PM
2:50:20 PM
2:51:29 PM
2:52:21 PM
2:53:49 PM
2:53:51 PM
2:53:53 PM
2:56:48 PM

2:59:35 PM

2:59:43 PM

3:00:40 PM

3:01:11 PM

3:06:12 PM

3:09:145 PM

3:25:00 PM

3:31:02 PM
3:37:30 PM
3:40:55 PM

3:45:26 PM

3:48:23 PM

3:50:05 PM

3:52:42 PM

3:57:34 PM

3:58:23 PM

4:01:28 PM

Vice Chairman Gardner to Witness Kelly

Note: Harward, Sonya

Is Depreciation Study different from Eng. Assessment, per Witness's

Rebuttal Testimony on page 12.

Vice Chairman Gardner concludes his cross exam. of Witness Kelly.
Atty. Kamuf redirect exam. of Witness Kelly

Atty. Kamuf to Witness Kelly
Note: Harward, Sonya

Video Conference Deactivated

Opinion on depreciation of an idled facility.

Atty. Henry re-cross. exam. of Witness Kelly

Video Conference Activated

Video Conference Deactivated

Vice Chairman Gardner to Witness Kelly

Note: Harward, Sonya

Follow up questions.

Witness Kelly dismissed from the stand.
Witness Ralph Mabey - for Big Rivers - takes the stand and is sworn in.

Note: Harward, Sonya

Prof. of Law at Univ. of Utah, Senior Counsel for a firm

Atty. Kamuf direct exam. of Witness Mabey

Note: Harward, Sonya

Witness confirmed that his testimony was still accurate with no
changes.

Atty. Hans (AG) cross exam. of Witness Mabey

Note: Harward, Sonya

Questioning about what materials were reviewed in this case by the

Witness and his firm.

Atty. Kurtz cross exam. of Witness Mabey

Note: Harward, Sonya

Atty. Kurtz to Witness Mabey
Note: Harward, Sonya
Atty. Kurtz to Witness Mabey
Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, page 9, line 12, and page
13, line 21.

Walking through KIUC rate plan.

Discussing refinancing and increasing term of loans.

Atty. Fisk (Sierra Club) cross exam. of Witness Mabey

Atty. Fisk to Witness Mabey
Note: Harward, Sonya

Atty. Fisk to Witness Mabey
Note: Harward, Sonya

Atty. Fisk to Witness Mabey
Note: Harward, Sonya

Atty. Fisk to Withess Mabey
Note: Harward, Sonya

Atty. Fisk to Witness Mabey
Note: Harward, Sonya
SC - Exhibit 6
Note: Harward, Sonya

Vice Chairman to Atty. Fisk
Note: Harward, Sonya

Discussing Witness's views about Mitigation Plan.

Referencing Witness's Rebuttal Testimony, page 17, lines 10-12, and
the Testimony of Frank Ackerman.

Referencing testimony by Mr. Snyder in the previous rate case.

Asking if PSC should grant everything Big Rivers is asking for in
order to avoid bankruptcy.

Referencing Witness's Rebuttal Testimony, page 6.

Westlaw, 196 B. R. 868, 29 Bankr.Ct.Dec. 99, Bankr. L. Rep, P
77,066, United States Bankruptcy Court, D. Utah, Central Division,
In re Bonneville Pacific Corp., Debtor, Bankruptcy No. 91A-27701,
May 22, 1996

Any other evidence? No need to read provisions, Commission can
do that on their own.

Vice Chairman Gardner cross exam. of Witness Mabey

Note: Harward, Sonya

Asking about amount of time to conduct bankruptcy work and how
much he is billing for his time.

Vice Chairman Gardner to Witness Mabey

Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, page 7.
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4:04:41 PM

4:08:08 PM
4:09:20 PM

4:11:13 PM
4:13:35 PM
4:13:59 PM

4:34:56 PM
4:35:04 PM

4:36:01 PM

4:36:22 PM
4:41:14 PM
4:46:10 PM
4:49:30 PM
4:49:42 PM
4:53:53 PM
4:54:03 PM
4:54:45 PM
4:54:56 PM
4:55:48 PM
4:55:53 PM

4:56:30 PM

4:58:35 PM
5:02:34 PM

5:06:04 PM

5:07:25 PM

5:16:50 PM

5:23:53 PM

Vice Chairman Gardner to Withess Mabey

Note: Harward, Sonya Asking a few legal questions concerning the bankruptcy.
Atty. Kamuf re-direct of Witness Mabey
Atty. Kamuf to Witness Mabey

Note: Harward, Sonya Referencing page 25 of Frank Ackerman Testimony.
Atty. Kamuf to Witnhess Mabey
Note: Harward, Sonya Follow up to questions asked by Atty. Fisk.

Witness Mabey dismissed from the stand.
Session Paused
Session Resumed
Witness Daniel Walker - for Big Rivers - takes the stand and is sworn in.
Note: Harward, Sonya Walker and Associates, Finance Consultant, advises cooperatives on
financing, rating agency relationships, and regulatory issues.
Atty. Kamuf direct exam. of Witness Walker
Note: Harward, Sonya Witness confirms that his testimony is still accurate and has no
changes.
Atty. Cmar cross exam. of Witness Walker
Commissioner Breathitt cross exam. of Witness Walker
Note: Harward, Sonya Asking about BR's rating and what the investment grades are for the
different agencies.
Vice Chairman Gardner cross exam. of Witness Walker
Note: Harward, Sonya Is it necessary to give Big Rivers what it's asking for?
Atty. Kamuf re-direct. of Witness Walker
Atty. Nguyen cross exam. of Witness Walker
Witness Walker is dismissed from the stand.
Witness Deanna Speed - Big Rivers - takes the stand and is sworn in.

Note: Harward, Sonya Director of Rates and Budgets for Big Rivers
Atty. Kamuf direct exam. of Witness Speed
Note: Harward, Sonya Witness confirms that her testimony is still accurate and has no
changes.

Vice Chairman Gardner cross exam. of Witness Speed
Witness Speed is dismissed from the stand.
Robert Berry - Big Rivers - takes stand and is sworn in.

Note: Harward, Sonya COO of Big Rivers
Atty. Kamuf direct exam. of Witness Berry
Note: Harward, Sonya Accepts testimony with one change. In Rebuttal Testimony, Berry

Rebuttal 5, under column Century Sebree, line 13, replace 5,735,942
with 6,000,917.00 and that changes the total there as well.

Atty. Cook cross exam. of Witness Berry

Note: Harward, Sonya Question about public comment from Mr. Murphy earlier in the day.
Atty. Cook to Witness Beiry
Note: Harward, Sonya Referencing AG - Exhibit 4 of this Hearing.
Atty. Cook to Witness Berry
Note: Harward, Sonya Referencing AG 1-98, which has an electronic confidential
attachment.

Atty. Cook to Withess Berry
Note: Harward, Sonya Discussing Mitigation plan, bringing both plants back on line if shut
down, and that they'll have off-system revenues.

Atty. Cook to Witness Berry

Note: Harward, Sonya Asking about contract wtih city of Wayne.
Atty. Cook to Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 15, beginning at
line 4.
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5:25:59 PM

5:26:29 PM

5:28:28 PM

5:29:26 PM
5:29:37 PM
5:36:45 PM

5:39:05 PM
5:39:09 PM
5:41:13 PM
5:42:27 PM
5:42:41 PM
5:42:50 PM
5:44:57 PM
5:45:45 PM
5:47:00 PM
5:47:04 PM

5:48:32 PM

5:50:35 PM

5.53:05 PM
5.53:24 PM
5:53:35 PM
5:54.28 PM

5:54:32 PM
5:55:23 PM

5:56:20 PM
5:58:21 PM

5:59:25 PM
5:59:30 PM
6:27:04 PM
6:27:07 PM
6:27:27 PM
7:17:12 PM

Atty. Cook to Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, pages 25-27.
POST HEARING DATA REQUEST by AG
Note: Harward, Sonya
filed with FERC about the various SSR budget items.
Atty. Kurtz cross exam. of Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 9.
Hearing going into Confidential Session
Private Recording Activated
Atty. Kurtz to Witness Berry
Note: Harward, Sonya
Public Recording Activated
Hearing resuming in Public Session
Atty. Kurtz to Witness Berry
Note: Harward, Sonya
Atty. Kamuf Objection
Note: Harward, Sonya

Continued questioning Witness

Questioning about delivering power and congestion.

The contracts being discussed are not before Commission at this
time and have been previously discussed.
Vice Chairman Gardner allows Atty. Kurtz to continue line of questioning.
Atty. Kurtz to Witness Berry
Note: Harward, Sonya Continues asking about contracts.
KIUC - Exhibit 9 (This document was introduced by KIUC but was not accpeted into the record.)
Note: Harward, Sonya Collection of various news stories from websites.
Atty. Kamuf Objection
Note: Harward, Sonya Atty. Kurtz continues to enter materials into the record that no
witness asked about..
Vice Chairman allows Exhibit
Atty. Kurtz to Witness Berry
Note: Harward, Sonya
Atty. Kurtz to Witness Berry
Note: Harward, Sonya
KIUC - Exhibit 10
Note: Harward, Sonya

Questioning about KIUC - Exhibit 9 of this Hearing.
Referencing Witness's Rebuttal Testimony, page 28.

Big Rivers Electric Corp. Tariff, PSC KY No. 24, Original Sheet 29,
Cancelling No. 23 and Original Sheet 52, Standard Rate - LICX -
Large Industrial Customer Expansion, dated Dec. 201, 2011
Atty. Fisk cross exam. of Witness Berry

Camera Lock Camera 7 Activated

Camera Lock Deactivated

POST HEARING DATA REQUEST by Sierra Club

Note: Harward, Sonya
need a scrubber for Wilson if Coleman were idled.

Vice Chairman interjects clarifying question.

Atty. Fisk to Witness Berry
Note: Harward, Sonya

Atty. Fisk to Witness Berry
Note: Harward, Sonya

Atty. Fisk to Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 5, lines 8-10.

Hearing going into Confidential Session

Private Recording Activated

Public Recording Activated

BREAK

Session Paused

Session Resumed

Continues asking questions about scrubbers.

Discussing Nebraska's rates from Big Rivers.
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7:17:18 PM
8:13:11 PM
8:13:14 PM
8:13:17 PM

8:18:25 PM

8:21:15PM

8:23:18 PM

8:24:15 PM

8:26:37 PM

8:28:31 PM

8:30:21 PM
8:32:16 PM

8:33:43 PM

8:37:15 PM

8:46:30 PM

8:48:48 PM
8:49:18 PM

8:50:40 PM
8:55:08 PM

8:56:23 PM
8:59:00 PM

9:01:56 PM

9:04:48 PM

Private Recording Activated

Public Recording Activated

Hearing resuming in Public Session

Atty. Fisk resuming cross exam. of Witness Berry in Public Session

Note: Harward, Sonya Referencing Ackerman Testimony, page 24.
SC - Exhibit 13
Note: Harward, Sonya Big Rivers Electric Corporation Comments on the Proposed Effluent

Limitations Guidelines adn Standards for the Steam Electric Power
Generating Point Source Category, dated Sept. 20, 2013
SC - Exhibit 14
Note: Harward, Sonya CN 2013-00199, Response to Sierra Club's Second Request for
Information, Item 20, dated Sept. 16, 2013
POST HEARING DATA REQUEST by Sierra Club
Note: Harward, Sonya Provide report by Burns and McDonnell regarding the Clean Water
Act Effluent Limitation Guidelines to determine compliance options
and estimated costs, as mentioned in BR's response to SC 2-20. It
was noted that it may not be completed until after the case is
closed.
SC - Exhibit 15
Note: Harward, Sonya CN 2013-00199, Response to Sierra Club's Second Request for
Information, Item 21, dated Sept. 16, 2013
POST HEARING DATA REQUEST by Sierra Club
Note: Harward, Sonya Provide the production cost model sensitivity run evaluating the fuel
switch from coal to natural gas at the RD Green Station as :
mentioned in BR's response to SC 2-21.
SC - 16 Exhibit - CONFIDENTIAL
Note: Harward, Sonya Big Rivers Electric Corporation Environmental Compliance Study, by
Sargent & Lundy, dated Feb. 13, 2012
Atty. Nguyen cross exam. of Witness Berry
POST HEARING DATA RESPONSE by PSC Staff

Note: Harward, Sonya Provide the components of those fixed and variable costs that make
up that $33.40.
Atty. Nguyen cross exam. of Witness Berry
Note: Harward, Sonya Referencing Withess's Rebuttal Testimony, page 22 , begining on
line 20
Atty. Nguyen to Witness Berry
Note: Harward, Sonya Also referencing Big Rivers' Budget Variance Repor
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 10, beginning on line
13.
Atty. Nguyen to Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 23, beginning at
line 4.

Vice Chairman Gardner interjected a clarifying question.
Atty. Nguyen to Witness Berry
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 23, beginning at
line 12.
Commissioner Breathitt interjected a clarifying comment.
Atty. Nguyen to Witness Berry
Note: Harward, Sonya Referencing Exhibit Berry Rebuttal 5, line 17.
Vice Chairman Gardner cross exam. of Witness Berry
Vice Chairman Gardner to Witness Berry

Note: Harward, Sonya Questioning about useful life and economic life of a plant.
Commissioner Breathitt cross exam. of Witness Berry
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 13, starting on line 6.

Atty. Kamuf re-direct of Witness Berry
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9:07:40 PM
9:08:56 PM
9:11:52 PM
9:12:57 PM
9:13:05 PM
9:13:24 PM
9:14:10 PM
9:14:37 PM
9:14:46 PM
9:15:13 PM
9:15:27 PM
9:15:39 PM

9:15:44 PM
9:31:54 PM

Atty. Kamuf to Witness Berry

Note: Harward, Sonya Questioning about ongoing search for replacement load.
Atty. Kurtz re-cross of Witness Berry
Note: Harward, Sonya ~ Questioning about new smelter contracts.

Atty. Fisk re-cross to Witness Berry
Witness Berry is dismissed from the stand.
Vice Chairman Gardner
Note: Harward, Sonya Asks if anyone has questions for next few witnesses.
Witness Chris Bradley - Big Rivers - takes the stand and is sworn in.
Note: Harward, Sonya Manager of Energy Control and Compliance for Big Rivers
Atty. Kamuf direct of Witness Bradley
Note: Harward, Sonya Adopts testimony of David Crockett and the Witness's own
responses to data requests with no corrections.
Witness Bradley is dismissed from the stand.
Witness Jeff Williams - Big Rivers - takes the stand and is sworn in.

Note: Harward, Sonya Manager of Budgets for Big Rivers
Atty. Kamuf direct of Witness Williams
Note: Harward, Sonya Confirms that his testimony is still accurate and has no changes.

Witness Williams is dismissed from the stand.
Hearing adjourned for the evening.

Session Paused

Session Ended
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2013-00199_08Jan2014

Big Rivers Electric Corporation

Exhibit List Report

Name: Description:

KIUC - Exhibit 7 Figure 1, Number of Large Industrial Customers by mW size, Direct Testimony of
Stephen J. Baron at pages 13-14, CN 2013-00199

The Vulnerability of Kentucky's Manufacturing Economy to Increasing Electricity Prices,
Aron Patrick, Kentucky Energy and Environment Cabinet, Department of Energy
Development and Independence, October 2012, energy.ky.gov

KIUC - Exhibit 8
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Exhibit List Report 2013-00199_08Jan2014-2
Big Rivers Electric Corporation

Name: Description:
KIUC - Exhibit 10 Big Rivers Electric Corp. Tariff, PSC KY No. 24, Original Sheet 29, Cancelling No. 23 and

Not accepted - KIUC - Exhibit

09

SC - Exhibit 04 -
CONFIDENTIAL

SC - Exhibit 05

SC - Exhibit 06

SC - Exhibit 07 -
CONFIDENTIAL

SC - Exhibit 08 -
CONFIDENTIAL

SC - Exhibit 09 -
CONFIDENTIAL

SC - Exhibit 10

SC - Exhibit 11 -
CONFIDENTIAL

SC - Exhibit 12 -
CONFIDENTIAL

SC - Exhibit 13

SC - Exhibit 14

SC - Exhibit 15

SC - Exhibit 16 -
CONFIDENTIAL

Original Sheet 52, Standard Rate - LICX - Large Industrial Customer Expansion, dated
Dec. 201, 2011

Collection of various news stories from websites. (This document was introduced by
KIUC but was not accpeted into the record.)

Big Rivers Long-Term Financial Forecast, 7 pages

Report on the Comprehensive Depreciation Study, Prepared for Big Rivers Electric Corp.,
Henderson, KY, dated November 2012, Project Number 70000, Burns & McDonnell

Westlaw, 196 B. R. 868, 29 Bankr.Ct.Dec. 99, Bankr. L. Rep. P 77,066, United States
Bankruptcy Court, D. Utah, Central Division, In re Bonneville Pacific Corp., Debtor,
Bankruptcy No. 91A-27701, May 22, 1996

Annual Capacity Price Forecast (Nominal $/kW-yr)

CN 2013-00199, Big Rivers' Response to Commission Staff's Second Request for
Information, Item 14, dated Aug. 19, 2013, with a confidential attachment as part of
the response.

CN 2013-00199, Big Rivers' Response to Sierra Club's Second Request for Information,
Item 10, dated Sept. 30, 2013

Letter to Honorable Kimberly D. Bose, Secretary of FERC, from Michael L. Kessler of
Midwest Independetnnt Transmission, and Richard A. Drom of Andrews Kurth LLP, both
are Attorney's for MISO, dated Sept. 3, 2013

CN 2013-00199, Response to Commission Staff's Second Request for Information, Item
16, dated Aug. 19, 2013

CN 2013-00199, Response to Commission Staff's Second Request for Information, Item
15, dated Aug. 19, 2013

Big Rivers Electric Corporation Comments on the Proposed Effluent Limitations
Guidelines adn Standards for the Steam Electric Power Generating Point Source
Category, dated Sept. 20, 2013

CN 2013-00199, Response to Sierra Club's Second Request for Information, Item 20,
dated Sept. 16, 2013
CN 2013-00199, Response to Sierra Club's Second Request for Information, Item 21,
dated Sept. 16, 2013

Big Rivers Electric Corporation Environmental Compliance Study, by Sargent & Lundy,
dated Feb. 13, 2012
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC
CORPORATION FOR A GENERAL ADJUSTMENT IN
RATES SUPPORTED BY FULLY FORECASTED TEST

PERIOD

CASE NO. 2013-00199

CERTIFICATE

|, Sonya Harward, hereby certify that:

1. The attached DVD contains a digital recording of the hearing conducted in the

above-styled proceeding on January 9, 2014; (excluding any confidential segments, which were

recorded on a separate DVD and will be maintained in the non-public records of the

Commission, along with the Confidential Exhibits and Hearing Log). The hearing was recorded

on three consecutive days, January 7, 2014, January 8, 2014, and January 9, 2014, separately.

(Confidential portions were also recorded separately).

2. | am responsible for the preparation of the digital recording;

3. The digital recording accurately and correctly depicts the hearing of January 9,

2014 (excluding any confidential segments);

4. The “Exhibit List" attached to this Certificate correctly lists all exhibits introduced

at the hearing of January 9, 2014 (excluding any confidential exhibits).

5. The “Hearing Log" attached to this Certificate accurately and correctly states the

events that occurred at the hearing of January 9, 2014 (excluding any confidential segments)

and the time at which each occurred.

Given this 10" day of January, 2014.

7 5
() | ]

>«?V“’5’ /) {*/{

Sonya Harward (Boyd), Notary Pubhc
State at Large
My commission expires: August 27, 2017



» Session Report - Detail

2013-00199_093Jan2014

Big Rivers Electric Corporation

Date: Type: Location: Department:
1/9/2014  GeneralRates Public Service ~ HearingRoom 1 (HR1)
o e . Commission: S s b i

Judge: David Armstrong; Lindé Breathitt; Jim Gardne

r

Witness: Frank Ackerman - for Sierra Club; Mark Bailey - Big Rivers; Stephen Baron - for KIUC; Lindsay Barron - Big
Rivers; David Brevitz - for AG; Michael Carter - for KIUC; Bill Cummings - for KIUC; Thomas Davis - Big Rivers; Philip
Hayet - for KIUC; Steve Henry - for KIUC; Larry Holloway - for AG; Lane Kollen - for KIUC; Bion Ostrander - for AG; Chris

Warren - Big Rivers; John Wolfram - for Big Rivers

Clerk: Sonya Harward

Event Time

Log Event

9:28:26 AM
9:28:28 AM
9:28:31 AM
9:28:49 AM
9:29:10 AM

9:29:23 AM
9:32:40 AM

9:35:09 AM

9:38:30 AM

9:39:17 AM

9:41:50 AM

9:43:17 AM

9:48:00 AM

9:49:13 AM

9:52:46 AM

9:52:50 AM

9:53:10 AM

10:00:05 AM

10:01:07 AM

10:02:55 AM

Session Started

Vice Chairman resumes Hearing

Camera Lock Deactivated

Witness Lindsay Barron - Big Rivers - takes the stand and is sworn in.

Note: Harward, Sonya

VP Energy Services for Big Rivers

Atty. Kamuf (BR) direct exam.of Witness Barron

Note: Harward, Sonya

Witness accepts her testimony as accurate and has no changes.

Atty. Cook (AG) cross exam. of Witness Barron

Atty. Cook to Witness Barron
Note: Harward, Sonya

Discussing how replacement load forecast was developed.

POST HEARING DATA REQUEST by AG

Note: Harward, Sonya

Atty. Cook to Witness Barron
Note: Harward, Sonya

Copy of presentation given at meeting with the State Economic
Development Cabinet.

Discussing budgeted money for economic development.

Atty. Kurtz (KIUC) cross exam. of Witness Barron

Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya

Atty. Kamuf Objection
Note: Harward, Sonya
Vice Chairman Gardner
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya

Atty. Kamuf Objection
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya

Discussing public comments made on Jan. 8, 2014.
Discussing load forecast.

Referencing SC - Exhibit 4 of this Hearing.
Discussing replacement load.

Referencing Witness's Rebuttal Testimony, page 12, beginning at
line 20.

Allow Witness to respond to question.
Asked Atty. Kurtz to allow Witness to complete answer.
Referencing KIUC - Exhibit 8 of this Hearing, page 9.

Discussing selling power to Nebraska at half the price as to Kentucky
customers.

Asks that Atty. Kurtz make less comments.

Questioning about negotiations with some customers.
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10:03:52 AM

10:04:05 AM

10:04:58 AM

10:05:20 AM

10:09:40 AM

10:10:27 AM

10:10:30 AM

10:11:53 AM

10:14:47 AM

10:16:04 AM

10:17:55 AM

10:20:14 AM

10:22:35 AM

10:26:10 AM

10:28:50 AM

10:33:26 AM

10:34:15 AM

10:34:25 AM

10:36:10 AM

10:41:45 AM

10:44:03 AM

10:45:47 AM

10:47:50 AM

Vice Chariman
Note: Harward, Sonya
Atty. Kurtz to Witness Barron
Note: Harward, Sonya

Stopped Atty. Kurtz to allow Witness Barron to answer.

Restated question.

Atty. Henry (SC) cross exam. of Witness Barron

SC - Exhibit 17
Note: Harward, Sonya

Atty. Henry to Witness Barron

Note: Harward, Sonya
Kamuf Objection

Note: Harward, Sonya
Vice Chairman Gardner

Note: Harward, Sonya

Letter from Big Rivers, Lindsay Barron, to to Lance Hedquist, South
Sioux City, dated Dec. 11, 2013

Questioning about Nebraska future rates.
About line of questioning.

Atty. Henry can continue line of questioning as Witness opened
herself to it.

SC - Exhibit 18 (This document was introduced by SC but was not accpeted into the record.)

Note: Harward, Sonya

Atty. Henry to Witness Barron
Note: Harward, Sonya

SC - Exhibit 19
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya
Atty. Henry to Witness Barron
Note: Harward, Sonya
Atty. Henry to Witness Barron
Note: Harward, Sonya

Atty. Henry to Witness Barron
Note: Harward, Sonya

SC - Exhibit 20
Note: Harward, Sonya

Atty. Henry to Witness Barron
Note: Harward, Sonya
Atty. Depp Objection
Note: Harward, Sonya

Mixing variability with reliability, 2013 Information Guide, from a
website. '

Referencing SC - Exhibit 17, page 2, of this Hearing.

2013-00199, Response to Sierra Club's Initial Request for
Information, Item 20, dated Aug. 19, 2013

Allow Witness to expand on her answer.
Continued questioning about long run price elasticity.

Referencing Witness's Rebuttal Testimony, page 8, line 16, through
page 9, line 7.

Continued questioning about zero price elasticity.

U.S. Energy Information Administration - Average Retail Price of
Electricity in 2011 (Also, Exhibit 8 to John Wolfram's Testimony)

Continuing to reference SC - Exhibit 20, page 4, of this Hearing

Due to time, better to ask questions of Witness Wolfram.

Atty. Henry's Response to Objection

SC - Exhibit 21
Note: Harward, Sonya

Atty. Henry to Witness Barron
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Atty. Henry to Witness Barron
Note: Harward, Sonya
Atty. Henry to Witness Barron
Note: Harward, Sonya

2013-00199, Big Rivers' Response to Sierra Club's Second Request
for Information, dated Sept. 16, 2013

Additional questioning about zero price elasticity and any studies
regarding the subject.

Asked Atty. Henry to move on, this line of questioning has been
addressed.

Referencing Ackerman Testimony, pages 15 -20.

Referencing Ackerman Testimony, Exhibit 4, page 88.
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10:52:00 AM

10:52:57 AM

10:57:51 AM

10:58:08 AM
10:58:16 AM
10:58:21 AM

10:59:10 AM
11:08:29 AM
11:09:35 AM

11:10:35 AM

11:12:35 AM
11:12:54 AM

11:13:35 AM
11:13:57 AM

11:15:19 AM

11:18:31 AM

11:19:23 AM
11:20:54 AM

11:21:21 AM

11:28:24 AM

11:29:33 AM
11:29:54 AM
11:30:18 AM
11:43:43 AM
11:43:48 AM

Atty. Henry to Witness Barron
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 9, line 19, through

page 10, line 19.

SC - Exhibit 22 - Amended
Note: Harward, Sonya This Exhibit was amended to only include the title page and page

81,

2011 Integrated Resource Plan by Southern Indiana Gas and Electric

Company d/b/a Vectren Energy Delivery of Indiana, Incorporated,

dated Nov. 1, 2011.

Note: Harward, Sonya

Witness Barron
Note: Harward, Sonya Referencing Vectron materials in response to a question from Atty.
Henry.
Atty. Henry Objection
Note: Harward, Sonya
Vice Chairman Gardner
Note: Harward, Sonya Response to Objection
Attys. Depp and Kamuf Response to Objection
Note: Harward, Sonya Atty. Henry opened the door for response.
Vice Chairman cross exam. of Witness Barron
Note: Harward, Sonya Discussing load forecast that is submitted to RUS for review and
approval every two years.
Vice Chairman Gardner to Witness Barron
Note: Harward, Sonya Asking if increases at Big Rivers were studied over the last few years
in regards to impact.
Commissioner Breathitt cross exam. of Witness Barron
Vice Chairman Gardner to Witness Barron
Note: Harward, Sonya Asking about a number in Witness's Testimony, Barron Exhibit 3.
Witness Barron dismissed from the stand.
Witness Tom Davis - Big Rivers - takes the stand and is sworn in.
Note: Harward, Sonya VP of Administrative Services, Big Rivers
Atty. Kamuf direct exam. of Witness Davis
Note: Harward, Sonya Witness accepts his testimony as accurate and has no changes.
Atty. Cook cross exam. of Witness Davis
Note: Harward, Sonya Referencing Witness's Rubuttal Testimony, page 12, line 19.
Atty. Cook to Witness Davis
Note: Harward, Sonya

Materials being referenced are not in the record.

Referencing AG's Supplemental Response to the PSC Request for
Info., Supplemental 7, regarding a potential correction on 2nd page,
line 2.
Witness Davis
Note: Harward, Sonya Change to Witness's Rebuttal Testimony, page 12, line 19, number
should be $3.1M, subject to check.
Discussion about the correction.
Atty. Kurtz cross exam. of Witness Davis
Note: Harward, Sonya Asking about public comment from Jackson Purchase Board Member
on Jan. 8, 2014,
Atty. Kurtz to Witness Davis
Note: Harward, Sonya
Atty. Kurtz to Witness Davis
Note: Harward, Sonya

Asking about NorthStar and bonuses.

Asking about employees incentive to making the company more
profitable for personal gain.

Witness Davis dismissed from the stand,

BREAK

Session Paused

Session Resumed

Recall of Witness Bailey to the stand.
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11:43:50 AM

11:44:21 AM
11:44:54 AM
11:49:30 AM
11:49:36 AM
11:50:08 AM

11:50:17 AM
11:55:32 AM

11:56:31 AM
11:57:17 AM
11:57:31 AM
12:04:01 PM
12:04:04 PM
12:04:25 PM

12:11:30 PM

12:16:05 PM

12:17:57 PM

12:18:04 PM

12:18:11 PM

12:19:26 PM

12:19:53 PM

12:21:54 PM

12:24:24 PM
12:25:19 PM
12:25:51 PM
12:32:02 PM
12:32:04 PM
12:32:08 PM
12:35:55 PM

Atty. Kurtz to Witness Bailey
Note: Harward, Sonya Questioning about public comments by Jackson Purchase Board

Member from Jan. 8, 2014.

Atty. Kurtz to Witness Bailey
Note: Harward, Sonya

Witness Bailey

Note: Harward, Sonya

Questioning about NorthStar.

Referencing BR's Response to KIUC's Second Information Request,

Item 48.

Witness Bailey dismissed from the stand.

Witness Chris Warren - Big Rivers - takes the stand and is sworn in.
Note: Harward, Sonya Forecast and Financial Analyst for Big Rivers

Atty. Kamuf direct exam. of Witness Warren
Note: Harward, Sonya Witness accepts his testimony as accurate with no changes.

Atty. Cook cross exam. of Witness Warren

Atty. Cook to Witness Warren
Note: Harward, Sonya

AG - Exhibit 7 - CONFIDENTIAL
Note: Harward, Sonya

Referencing PSC 1-57.

Rates Tab PSC 2-14, Financial Forecast (2014-2027), dated 5-16-

2013

Hearing going into Confidential Session

Private Recording Activated

Public Recording Activated

Hearing resumed in Public Session

Atty. Cook to Witness Warren
Note: Harward, Sonya

Atty. Cook to Witness Warren
Note: Harward, Sonya

Referencing AG - Exhibit 7.

Questioning about other financial models like BR's that he may have
done at his previous job.
Atty. Cook to Witness Warren
Note: Harward, Sonya Referencing Wolfram Rebuttal Testimony, attachment Warren
Exhibit 3.2.
POST HEARING DATA REQUEST by AG
Note: Harward, Sonya Provide basis for changes Witness made to Wolfram Rebuttal
Testimony, Exhibit 3.2.
Atty. Kamuf Objection
Note: Harward, Sonya
Atty. Cook
Note: Harward, Sonya
Vice Chairman Gardner
Note: Harward, Sonya
Atty. Cook to Witness Warren
Note: Harward, Sonya
Atty. Cook to Witness Warren
Note: Harward, Sonya

Objection to Post Hearing Data Request

Response to Objection

Provide data that has been requested.

Referencing Wolfram Rebuttal Testimony, Exhibit 2.2, line 1.

Referencing Wolfram Direct Testimony, Exhibit 2, page 1 of 15, line
1.
Atty. Kurtz cross exam. of Witness Warren
Going into Confidential Session
Private Recording Activated
Public Recording Activated
Hearing resumed in Public Session.
Atty, Cmar to Witness Warren
Vice Chairman Gardner interjected a question to Witness Warren.
Note: Harward, Sonya Asked who told him to include specific information in the model.
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12:38:00 PM
12:39:16 PM
12:39:38 PM
12:40:10 PM
12:43:31 PM
12:43:48 PM
12:46:05 PM
12:46:09 PM
1:44:21 PM
1:44:24 PM
1:44:57 PM
1:44:57 PM

1:45:48 PM
1:46:50 PM

1:49:37 PM

1:52:05 PM

1:54:16 PM

1:59:21 PM

2:02:18 PM

2:03:44 PM

2:15:38 PM

2:16:24 PM
2:23:58 PM

2:29:03 PM

2:31:01 PM

2:31:03 PM
2:31:49 PM

Atty. Nguyen cross exam. of Witness Warren

Note: Harward, Sonya Referencing Wolfram Rebuttal Testimony, pages 34-35.
POST HEARING DATA REQUEST by PSC
Note: Harward, Sonya Provide Exhibit 2.2, from Wolfram Rebuttal Testimony, in Excel

spreadsheet format.
Commissioner Breathitt cross exam. of Witness Warren
Atty. Kamuf re-direct of Witness Warren
Witness Warren dismissed from stand.
Vice Chairman
Note: Harward, Sonya Discussing order of witnesses for the rest of the day.
BREAK
Session Paused
Session Resumed
Witness John Wolfram - for Big Rivers - takes the stand and is sworn in.

Note: Harward, Sonya Founder and Principal of Catalyst Consulting
Atty. Kamuf direct exam. of Witness Wolfram
Note: Harward, Sonya Correction to Witness's Rebuttal Testimony, page 20 of 39, line 19,

currently reads as Feb 1, 2014 but should read as Jan. 31, 2015.
Camera Lock Deactivated
Atty. Cook cross exam. of Witness Wolfram
Atty. Cook to Witness Wolfram

Note: Harward, Sonya Referencing Witness's Direct Testimony, Exhibit 2
Note: Harward, Sonya Referencing Revised Response, Exhibit 2.2, regarding change to the
number of $292M, '
Atty. Cook cross exam. of Witness Wolfram
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 16, line 11,
Atty. Cook to Witness Wolfram
Note: Harward, Sonya Referencing Berry Direct Testimony, page 13, lines 19-22.
Atty. Cook to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 18, line 8.
Atty. Cook to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, page 33, line 6.
AG - Exhibit 8
Note: Harward, Sonya Allocation of Smelter Transmission Revenue to Customers
Atty. Cook to Witness Wolfram
Note: Harward, Sonya In conjunction with questioning about AG - Exhibit 8 of this Hearing,

referencing Witness's Rebuttal Testimony, Wolfram Exhibit 4.2, and
Witness's Direct Testimony, Wolfram Exhibit 4.
Atty. Cook to Witness Wolfram
Note: Harward, Sonya Questioning continuing about AG - Exhibit 8 of this Hearing.
Vice Chairman Gardner interjects a darifying question.
Atty. Kurtz cross exam. of Witness Wolfram

Note: Harward, Sonya Continuing to reference AG - Exhibit 8.
KIUC - Exhibit 11
Note: Harward, Sonya Two Pages: Big Rivers Electric Corporation, Cost of Study Service

Estimate of Retail Rate Increase (also Exhibit Wolfram 7.2); and
Before Accelerated MRSM & RER Credit and After Accelerated MRSM
& RER Credit., by Gregory Starheim, President and CEOQ
Atty. Depp Objection
Note: Harward, Sonya Witness is not familiar with the Kenergy case being discussed.
Vice Chairman Response to Objection
Atty..Kurtz to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Direct Testimony, Wolfram Exhibit 8.
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2:39:32 PM

2:40:00 PM

2:40:44 PM

2:43:35 PM

2:45:01 PM
2:45:07 PM
2:45:28 PM
2:45:37 PM
2:46:08 PM
2:46:14 PM
2:46:30 PM
2:46:42 PM

2:47:51 PM
2:48:04 PM
2:48:16 PM
2:48:59 PM
2:49:22 PM

2:52:05 PM
2:52:08 PM
2:52:29 PM
2:53:12 PM
2:53:45 PM
2:54:19 PM

2:54:38 PM
2:58:08 PM
2:58:11 PM
2:59:15 PM

3:00:27 PM

3:01:14 PM

3:04:00 PM

3:06:13 PM

3:08:16 PM

Atty. Depp Objection
Note: Harward, Sonya
KIUC - Exhibit 12
Note: Harward, Sonya

KIUC - Exhibit 13
Note: Harward, Sonya

Assuming evidence not in the record.

U.S. Energy Information Administration - Average Retail Price of
Electricity in 2012 - Residential

U.S. Energy Information Administration - Average Retail Price of
Electricity in 2012 - Industrial

Atty. Henry cross exam. of Witness Wolfram

Note: Harward, Sonya
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Atty. Henry to Witness Wolfram

Note: Harward, Sonya

Note: Harward, Sonya
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
SC - Exhibit 23

Note: Harward, Sonya

Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Vice Chairman Gardner

Note: Harward, Sonya

Camera Lock Camera 7 Activated

Referencing Witness's Rebuttal Testimony, page 8, lines 1-9.

Referencing Witness's Rebuttal Testimony, page 14, line 22, through
page 15, line 6.
Referencing Berry Rebuttal Testimony, page 19, lines 4-7.

U.S. Energy Information Administration - Average Retail Price of
Electricity in 2011 - Residential and Industrial

Responds to Witness's reluctance to comment on comparison he's
being asked to make.

Atty. Nguyen cross exam. of Witness Wolfram

Camera Lock Deactivated

Atty. Nguyen to Witness Wolfram

Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, pages 32 and 33.

Vice Chairman Gardner interjects a clarifying question.

Atty. Nguyen to Witness Wolfram

Note: Harward, Sonya

Atty. Nguyen to Witness Woifram

Note: Harward, Sonya

Atty. Nguyen to Witness Wolfram

Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, table on page 37.

Referencing Big Rivers' Response to Staff's Second Request for
Information, Item 24.

Referencing Big Rivers' Response to Staff's Third Request for
Information, Item 6.

POST HEARING DATA REQUEST by PSC Staff

Note: Harward, Sonya

Referencing Witness's Rebuttal Testimony, Exhibit 5.2. Provide a
breakdown for the kWh and kW billing determinants for each of the
three members,
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3:10:06 PM
3:11:35 PM
3:12:51 PM

3:13:19PM
3:14:37 PM
3:18:32 PM
3:19:43 PM

3:20:15 PM

3:22:00 PM

3:24:44 PM
3:25:59 PM

3:28:16 PM
3:32:09 PM
3:32:19PM

3:33:26 PM
3:33:38 PM
3:48:24 PM
3:48:28 PM

3:48:32 PM
3:49:06 PM
3:49:16 PM
3:53:00 PM
3:54:23 PM
3:55:03 PM
3:55:48 PM
3:58:56 PM

4:02:16 PM
4:07:35 PM

4:09:59 PM

Atty. Nguyen to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, Exhibit 2.2, page 12 of
15, -
Commissioner Breathitt cross exam. of Witness Wolfram
Note: Harward, Sonya Referencing Witness's Rebuttal Testimony, Exhibit 2.2, page Ex. 2.2,
page 13 of 15.
POST HEARING DATA REQUEST by Commissioner Breathitt
Note: Harward, Sonya Explain why in June and December of 2014 the DSM expenses are
so much higher than the months prior.
Vice Chairman Gardner cross exam. of Witness Wolfram
Vice Chairman Gardner to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 25.
Vice Chairman Gardner to Witness Wolfram
Note: Harward, Sonya Continues questioning about information provided in CN 2012-00535
Vice Chairman Gardner to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 27.
Vice Chairman Gardner to Witness Wolfram
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 33.
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 29.
Vice Chairman Gardner to Witness Wolfram
Note: Harward, Sonya Questioning about laying-up costs of Wilson and Coleman.
Atty. Kamuf redirect exam. of Witness Wolfram
Atty. Kamuf to Witness Wolfram
Note: Harward, Sonya Referencing Holloway 3, pages 8 and 9.
Atty. Cook re-cross of Witness Wolfram
Witness Wolfram dismissed from the stand.
Atty. Kamuf
Note: Harward, Sonya
BREAK
Session Paused
Session Resumed
Vice Chairman
Note: Harward, Sonya
Note: Harward, Sonya

This concludes the testimony of witnesses for Big Rivers.

There were no objections to this.
Chairman Armstrong has an engagement and will not be back this
evening but has the video he can review.
Witness Bill Cummings - for KIUC - takes the stand and is sworn in.
Note: Harward, Sonya Energy Supply Manager for Kimberly Clark
Atty. Kurtz direct exam. of Witness Cummings
Commissioner Breathitt cross exam. of Witness Cummings
Vice Chairman Gardner cross exam. of Witness Cummings
Witness Cummings is dismissed from the stand.
Witness Stephen Baron - for KIUC - takes the stand and is sworn in,
Note: Harward, Sonya President of J. Kennedy and Assoc.
Atty. Kurtz direct exam. of Witness Baron
Note: Harward, Sonya Witness makes a change to his testimony that he discusses.
Atty. Kamuf cross exam. of Witness Baron
Note: Harward, Sonya Asking for clarification of the change to Witness's testimony.
Commissioner Breathitt interjects with a clarifying question.

Atty. Kamuf to Witness Baron
Note: Harward, Sonya
Atty. Kamuf to Witness Baron
Note: Harward, Sonya

Discussing other recommendations that Witness still supports.

Referencing Witness's Testimony, page 23, lines 16-17.
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4:13:59 PM

4:16:03 PM

4:24:15 PM

4:25:39 PM

4:26:25 PM

4:30:31 PM

4:35:02 PM

4:39:29 PM

4:40:41 PM
4:44:38 PM

4:146:54 PM
4:51:22 PM
4:54:21 PM
4:58:30 PM
4:59:18 PM
5:00:22 PM
5:00:33 PM
5:01:11 PM
5:01:33 PM

5:02:50 PM

5:04:23 PM

5:06:10 PM

5:07:38 PM

5:13:08 PM
5:13:38 PM

Atty. Kamuf to Witness Baron
Note: Harward, Sonya Referencing Witness's Testimony, page 11, lines 18-19, regarding
idled plant and closed mine.
Atty. Hans (AG) cross exam. of Witness Baron
Note: Harward, Sonya Asking about revised recommendation, referencing Witness's
Testimony, page 3, lines 18-20.
Atty. Hans to Witness Baron
Note: Harward, Sonya Asking if Witness or KIUC has discussed your proposals wtih any of
the commerical interests or stakeholders in Big Rivers' territory.
Atty. Hans to Witness Baron
Note: Harward, Sonya Questioning about an Order the Commission has addressed
concerning RERs.
Atty. Nguyen cross exam. of Witness Baron

Note: Harward, Sonya Asking clarifying questions about revision to Witness's Testimony.
POST HEARING DATA REQUEST by PSC Staff >
Note: Harward, Sonya Provide, in electronic format, the supporting calculations for how the

numbers being discussed were detemined.
Atty. Nguyen to Witness Baron
Note: Harward, Sonya For clarification, discussing Meade Schedule 1 Rate Class and
various Jackson Schedules.
POST HEARING DATA REQUEST by PSC Staff
Note: Harward, Sonya Provide rates classes for each of the three distribution member
coops.
Vice Chairman Gardner cross exam. of Witness Baron
Vice Chairman Gardner to Witness Baron
Note: Harward, Sonya Referencing Witness's Testimony, top of page 10.
Atty. Kurtz re-direct of Witness Baron
Atty. Kamuf re-cross of Witness Baron
Atty. Kamuf to Witness Baron

Note: Harward, Sonya Asking general questions regarding Kollen Testimony.
Atty. Kamuf to Witness Baron
Note: Harward, Sonya Why was new RER proposal not made sooner?

Atty. Nguyen re-cross of Witness Baron
Witness Baron dismissed from stand.
Witness Frank Ackerman - SC - takes the stand and is sworn in.

Note: Harward, Sonya Senior Economic Analyst at Synapse Energy
Atty. Cmar direct exam. of Witness Ackerman
Note: Harward, Sonya Witness accepts his Testimony as accurate with no changes.
Atty. Kamuf cross exam. of Witness Ackerman
Note: Harward, Sonya Referencing Witness's Testimony, page 19, line 3.
BR - Exhibit 1
Note: Harward, Sonya Web Article "Replacing Old Coal", Environmental Law Program, from
Sierra Club website.
BR - Exhibit 2
Note: Harward, Sonya Web Article "How Many Dirty Coal-Burning Plants Have We
Directed", Beyond Coal, from Sierra Club website.
BR - Exhibit 3
Note: Harward, Sonya Web Article " Dirty, Dangerous, adn Run Amok, Beyond Natural Gas,

from Sierra Club website.
Atty. Kamuf to Witness Ackerman
Note: Harward, Sonya Referencing Witness's Testimony, pages 28 and 29.
Vice Chairman Gardner cross exam. of Witness Ackerman
Vice Chairman Gardner
Note: Harward, Sonya Asking if certain numbers are confidential before asking Withess
about them.
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5:17:59 PM

5:22:24 PM
5:22:56 PM
5:23:12 PM
5:23:40 PM
5:23:56 PM
5:29:10 PM
5:30:50 PM
5:31:13 PM

5:32:03 PM

5:33:10 PM
5:37:15 PM

5:39:40 PM

5:43:47 PM
5:45:00 PM
5:45:38 PM
5:46:37 PM
5:47:14 PM
5:47:37 PM
5:47.47 PM

5:48:06 PM

5:48:47 PM
5:50:14 PM
5:51:28 PM
5:52:08 PM
5:52:10 PM

5:52:20 PM
5:52:31 PM
6:09:14 PM
6:09:19 PM

6:09:44 PM

6:10:09 PM
6:10:33 PM
6:12:05 PM
6:13:04 PM
6:13:39 PM

Vice Chairman Gardner to Witness Ackerman
Note: Harward, Sonya Asking questions regarding price elasticity.
Atty. Cmar re-direct of Witness Ackerman
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Camera Lock Camera 7 Activated
Camera Lock Deactivated
Vice Chairman Gardner re-cross of Witness Ackerman
Witness Ackerman is dismissed from the stand.
Witness Steve Henry - for KIUC - takes the stand and is sworn in.
Note: Harward, Sonya General Manager at Domtar Paper
Atty. Kurtz direct exam. of Witness Henry
Note: Harward, Sonya Witness has change to Testimony, page 9, line 16, agrees that
primary alternative is the new proposal outlined by Witness Baron.
Atty. Depp cross exam. of Witness Henry
Atty. Depp to Witness Henry
Note: Harward, Sonya Referencing Witness's Response to Big Rivers Data Request, 1-56,
regarding whether or not Domtar is pursuing any current Legislation.
Commissioner Breathitt cross exam. of Witness Henry
Note: Harward, Sonya Referencing Witness's Testimony, page 9, lines 7-13, regarding
‘ brown power.
Vice Chairman Gardner cross exam. of Witness Henry
Commissioner Breathitt to Witness Henry
Atty. Kurtz re-direct of Witness Henry
Atty. Depp re-cross of Witness Henry
Witness Henry dismissed from the stand.
Atty. Joe Childers now stepping in for Sierra Club
Witness Michael Carter - KIUC - takes the stand and is swomn in.
Note: Harward, Sonya Aleris International
Atty. Kurtz direct exam. of Witness Clark
Note: Harward, Sonya Adopting Testimony of Kelly Thomas, one change, page 8, change
to agree with revised plan laid out by Witness Baron.
Commissioner Breathitt cross exam. of Witness Carter
Witness Carter dismissed from the stand.

~ Session Paused

Session Resumed
Vice Chairman

Note: Harward, Sonya Asked about finishing the Hearing this evening and was assured that

would be the case.
BREAK
Session Paused
Session Resumed
Witness Bion Ostrander - for AG - takes the stand and is sworn in.
Note: Harward, Sonya Ostrander Consulting
Atty. Cook direct exam. of Witness Ostrander
Note: Harward, Sonya Change to Witness's Testimony, page 29, line 5, after the word
"rate”, the word "case” should be inserted.
Camera Lock Deactivated
Atty. Depp cross exam. of Witness QOstrander
Vice Chairman Gardner cross exam. of Witness
Commissioner Breathitt cross exam. of Witness Ostrander
Vice Chairman to Witness Ostrander
Note: Harward, Sonya Referencing an NRRI article about Forecasting Test Year
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6:15:24 PM

6:16:17 PM
6:17:20 PM
6:18:48 PM
6:19:25 PM

6:26:14 PM
6:26:54 PM

6:28:23 PM

6:35:21 PM
6:36:11 PM
6:37:09 PM
6:37:27 PM
6:38:20 PM
6:38:54 PM
6:39:51 PM
6:40:58 PM

6:44:23 PM
6:44:40 PM

6:45:23 PM

6:45:37 PM

6:50:11 PM
6:53:05 PM

6:55:32 PM
6:59:35 PM
7:01:30 PM
7:01:43 PM

7:02:33 PM

7:03:11 PM
7:03:23 PM

Vice Chairman to Witness Ostrander
Note: Harward, Sonya Gives disclosure of how he knows about the article and being on the
Advisory Board of the NRRI.
Atty. Depp re-cross of Witness Ostrander
Witness Ostrander dismissed from the stand.
Witness Larry Holloway - for AG - takes the stand and is sworn in.
Note: Harward, Sonya Independent Consultant, and Operations Manager for Kansas Power
Atty. Cook direct exam. of Witness Holloway -
Note: Harward, Sonya Witness lists numerous changes to various parts of his Testimony.
Atty. Depp cross exam. of Witness Holloway
Atty. Depp to Witness Holloway
Note: Harward, Sonya Referencing Exhibit Holloway 3.
Vice Chairman Gardner cross exam. of Witness Holloway
Note: Harward, Sonya
not be considered as a reduction in the revenue requirement, but
instead should be used to increase economic reserve to the
members.
Vice Chairman Gardner to Witness Holloway
Note: Harward, Sonya Continues questioning
Atty. Cook re-direct of Witness Holloway
Witness Holloway dismissed from the stand.
Witness David Brevitz - AG - takes the stand and is sworn in.
Note: Harward, Sonya Principal and President of Brevitz Consulting Services
Atty. Cook direct exam. of Witness Brevitz
Note: Harward, Sonya Correction to Witness's Testimony on page 39, line 8, delete "is less
than 1.0" and insert "is not positive".
Atty. Depp cross exam. of Witness Brevitz
Atty. Depp to Witness Brevitz
Note: Harward, Sonya Referencing AG's Repsonse to BR's Date Request, 1-35.
Vice Chairman cross exam. of Witness Brevitz
Note: Harward, Sonya Referencing Witness's Direct Testimony, page 29.
Witness Brevitz dismissed from the stand.
Witness Philip Hayet - KIUC - takes the stand and is sworn in.
Note: Harward, Sonya Director of Consulting for J. Kennedy & Associates
Atty. Kurtz direct exam. of Witness Hayet
Note: Harward, Sonya Witness accepts Testimony as accurate and has no changes.
Atty. Kamuf cross exam. of Witness Hayet
Note: Harward, Sonya Referencing Witness's Testimony, page 29, lines 5-6.
Note: Harward, Sonya Referencing Witness's Testimony, page 39, regarding MATS.
Note: Harward, Sonya Referencing Witness's Testimony, pages 40-41.
Vice Chairman Gardner cross exam. of Witness Hayet.
Vice Chairman Gardner to Witness Hayet
Note: Harward, Sonya Asking question with respect to CO2.
Commissioner Breathitt interjects a clarifying question.
Vice Chairman Gardner to Witness Hayet
Witness Hayet dismissed from the stand.
Witness Lane Kollen - KIUC - takes the stand and is sworn in.
Note: Harward, Sonya Vice President of J. Kennedy and Associates.
Atty. Kurtz direct exam. of Witness Kollen
Note: Harward, Sonya Has several changes to Testimony [changes submitted as KIUC -
Exhibit 14 to this Hearing.]
Session Paused
Session Resumed
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7:03:33 PM

7:11:58 PM

7:12:44 PM

7:13:35PM

7:14:15 PM
7:14:23 PM

7:16:02 PM
7:16:19 PM
7:16:22 PM
7:20:30 PM
7:20:36 PM

7:22:24 PM
7:22:27 PM
7:27:51 PM
7:27:56 PM

7:35:52 PM
7:39:15 PM
7:40:36 PM
7:40:51 PM
7:40:58 PM
7:41:15 PM
7:43:50 PM
7:43:57 PM

8:02:26 PM

8:05:59 PM

8:06:48 PM

8:08:53 PM

8:09:33 PM

8:09:38 PM
10:26:37 AM

KIUC - Exhibit 14

Note: Harward, Sonya
Atty. Kamuf

Note: Harward, Sonya

Atty. Nguyen
Note: Harward, Sonya

Atty. Kurtz
Note: Harward, Sonya

Changes to various parts of Witness Kollen's Testimony

Comments that he does not have time to look at all of the changes
to Witness Kollen's Testimony since they are numerous, but wishes
to continue with the Hearing at this time.

Asked about changes on pages 72 and 73 of KIUC - Exhibit 14 of
this Hearing.

Asking Witness additional questions about his changes.

Atty. Kamuf cross exam. of Witness Kollen

BR - Exhibit 4
Note: Harward, Sonya

Case No. 2013-00413, Direct Testimony and Exhibits of Lane Kollen,
dated December 2013

Vice Chairman Gardner cross exam. of Witness Kollen

BREAK
Session Paused
Session Resumed

Vice Chairman Gardner to Witness Kollen

Note: Harward, Sonya

Referencing Witness's Testimony, page 11.

Hearing going into Confidential Session

Private Recording Activated
Public Recording Activated

Vice Chairman Gardner to Witness Kollen

Note: Harward, Sonya

Referencing Witness's Testimony, page 11.

Commissioner Breathitt cross exam. of Witness Kollen
Atty. Kurtz redirect of Witness Kollen
Witness Kollen is dismissed from the stand.

All Testimony is complete.
BREAK

Session Paused

Sesslon Resumed

Vice Chairman Garnder - Exhibits

Note: Harward, Sonya

Deadlines .
Note: Harward, Sonya
Note: Harward, Sonya

Atty. Kurtz
Note: Harward, Sonya

Vice Chairman and Parties
Note: Harward, Sonya

Vice Chairman Gardner
Note: Harward, Sonya

Hearing Adjourned

Session Paused

Session Ended

All Exhibits, Party by Party, are discussed and entered or denied
entry into the record.

Briefs due 2/14/14. (no limit)
Post Hearing Data Requests due 1/24/14.

Asking about companies intent due tb the suspension ending on Jan.
27.

Discussion about Suspension Period and Company's rates going into
effect.

Closing statements,
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Exhibit List Report 2013-00199_093Jan2014
Big Rivers Electric Corporation

Name: Description:

AG - Exhibit 7 - CONFIDENTIAL Rates Tab PSC 2-14, Financial Forecast (2014-2027), dated 5-16-2013

AG - Exhibit 8 Allocation of Smelter Transmission Revenue to Customers

BR - Exhibit 1 Web Article "Replacing Old Coal", Environmental Law Program, from Sierra Club website.

BR - Exhibit 2 Web Article "How Many Dirty Coal-Burning Plants Have We Directed", Beyond Coal, from
Sierra Club website.,

BR - Exhibit 3 Web Article " Dirty, Dangerous, and Run Amok, Beyond Natural Gas, from Sierra Club
website.

BR - Exhibit 4 Case No. 2013-00413, Direct Testimony and Exhibits of Lane Kollen, dated December
2013

KIUC - Exhibit 11 Two Pages: Big Rivers Electric Corporation, Cost of Study Service Estimate of Retail

Rate Increase (also Exhibit Wolfram 7.2); and Before Accelerated MRSM & RER Credit
and After Accelerated MRSM & RER Credit., by Gregory Starheim, President and CEO

KIUC - Exhibit 12 U.S. Energy Information Administration - Average Retail Price of Electricity in 2012 -
Residential

KIUC - Exhibit 13 U.S. Energy Information Administration - Average Retail Price of Electricity in 2012 -
Industrial

KIUC - Exhibit 14 Changes to various parts of Witness Kollen's Testimony

Not accepted - SC - Exhibit 18 Mixing variability with reliability, 2013 Information Guide, from website. (This
document was introduced by KUIC but was not accpeted into the record.)

SC - Exhibit 17 Letter from Big Rivers, Lindsay Barron, to to Lance Hedquist, South Sioux City, dated
Dec. 11, 2013

SC - Exhibit 19 2013-00199, Big Rivers' Response to Sierra Club's Initial Request for Information, Item
20, dated Aug. 19, 2013

SC - Exhibit 20 U.S. Energy Information Administration - Average Retail Price of Electricity in 2011 (Also,
Exhibit 8 to John Wolfram's Testimony)

SC - Exhibit 21 2013-00199, Response to Sierra Club's Second Request for Information, dated Sept. 16,
2013

SC - Exhibit 22 - Amended 2011 Integrated Resource Plan by Southern Indiana Gas and Electric Company d/b/a
Vectren Energy Delivery of Indiana, Incorporated, dated Nov. 1, 2011 - Amended to only
include the title page and page 81.

SC - Exhibit 23 U.S. Energy Information Administration - Average Retail Price of Electricity in 2011 -
Residential and Industrial

Created by JAVS on 1/13/2014 -Pageloftl-



Big Rivers Electric Rate Case Hearing — Sebree Smelter
Kentucky Public Service Commission
January 7, 2014
Hancock County Industrial Foundation Testimony

This past July, as Director of the Hancock County Industrial Foundation, | came before the commission to express our
concerns with the current challenges facing our industries and our electrical power provider, Big Rivers Electric.
Hancock County is home to Century Aluminum, Aleris Rolled Products, Domtar Paper, Southwire Aluminum, Dal-Tile
Co., Pre-coat Metals, Big Rivers Coleman and many additional manufacturing support jobs. Over 2500 high wage jobs!

Today, six months later, | come before this body again to plead on behalf of our county, our industry, our economy and
our future. With over 60% of all jobs in manufacturing, Hancock County’s economy, and yes, future is firmly anchored in
the success and sustainability of our industry. As | reminded the commission in July, the Department of Commerce
found Hancock County (at 73%) to be the nation’s number one county in percentage of wages paid by manufacturers.
While aluminum smelting, rolling, drawn wire, paper manufacturing, steel coating, forming and tile manufacturing are
diverse industries, they share a critical element, reliable, sustainable and competitive electrical supply.

The case before you, like the case of July last year, has significant and far reaching implications. While ground zero in
this case is our neighbors in Henderson County, the implications extend beyond a single manufacturing plant, a single
city, a single neighborhood. Adding to the unique elements of this case is the fact that two of the nation’s nine
operating smelters are within the Big Rivers supply area. An extraordinary and complex customer-supplier arrangement,
no doubt! Unique problems call for unique and creative solutions.

The Hancock County industrial Foundation’s primary mission is to assist existing industry with traditional economic
development tools, workforce development programs and promote a strong local business climate. The Foundation also
works to insure an environment beneficial to new prospective industries. Reliable, competitive power is critical to both
existing and prospective industry. As in all customer supplier arrangements, the relationship must be a win-win. Our
presence here today is clear indication that element was not achieved with Century and Big Rivers. It now falls to this
Commission to debate, mandate and regulate the win-win for all parties involved. The Hancock County Industrial
Foundation and its Board of Directors, is represented by officials from all the above industries including Big Rivers
Coleman and Kenergy. Our goal, like everyone here today, is a win-win solution. A tall order, no question!

Now the good news! Our industrial heritage, not only in Hancock County, but in the Commonwealth was built by smart,
creative and courageous people from all segments of our communities. People working together and committed to
thriving sustainable economies for current and future Kentucky generations. Today’s problems will require those same
working together strategies to insure a robust industrial future.

We're confident the Commission will use its experience, authorities and resources to find the new win-win for our
communities and our continuing industrial heritage!

Thank you. WM\
Mike Baker, Director

Hancock County Industrial Foundation
1605 US Highway 60W

Hawesville, KY 42348

270-313-6719
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Lewisport, KY 42351

Good Morning, Ladi7§ and Gentlemen of the PSC (Public Service Commission).

My name is Kyle Estes; I am the Superintendent of Schools for the Hancock County School
System, in Hawesville KY.

Hancock County Public Schools has a strong tradition of performing among the top 10 county
districts in the state. We value that high performance and intend to maintain that status for years
to come.

Part of the reason we are able to achieve this educational distinction is because of our middle
class community values. I attributed much of our community culture to the good paying wages
of business and factories such as Domtar, Aleris, Southwire, and Century Al. and to modest cost
of living in our area. With the proposed rate increase, coupled with the recently approved rate
increase, I feel our community strengths may be in jeopardy.

Families in our area, just like those across the nation are living on tight budgets. These families
have and will continue to be hit hard by the increase approved in the fall of this past year, let
alone any additional increases.

I understand and sympathize with the difficult situation Big Rivers finds itself, but I disagree
with the solution of citizens shouldering the burden of subsidizing excessive power generation
and Big River’s 965 million debt payment. Big River’s own Communication and Community
Relations Manager, Marty Littrel, disagrees with passing on the rate increase as he called on
legislators to assist in this endeavor, stating in the July 26, 2012 Clarion, that “It requires more
financial assistance than Big Rivers and our customers can afford.” I would argue that if Big
River’s management staff, such as Marty Littrell, know this rate increase is unfair and unjust to
its customers, then I am certain most of those in this room have the sentiment.

The proposed rate increase will jeopardize businesses such as Southwire, Aleris, and Domtar’s
competitiveness in their respective classes. In industries that have thin margins, this could and I
would argue will ultimately lead to at least some of these businesses departure from the area.
This would have a devastating effect on the community and the school system.

Equal Educaion and Employment | P U B L I C CO M M ENT ,?2



For example, if Domtar closed their Hawesville plant the direct impact would be a net loss of
income of $258,913 of utility tax income, $79,807 property tax income, and tangibly assessed
income exceeding $100,000. Total, this comes to $438,720 of lost income to the local school
system. To put this in context, this is approximately 4% of our entire estimated expenditures. Or
to put it another way, it is approximately 8 teachers that would be laid off work.

As I stated earlier, this 1s merely the direct financial impact of losing Domtar. The indirect
effects of losing this employer to our county’s educational system are potentially much worse.

Hancock County Public School’s enrollment is approximately 1622, K-12. Approximately, 7%
of our student body has a parent or guardian that work for Domtar. If Hancock County were to
lose Domtar and each of those parents pulled up roots and left the area to find employment
elsewhere, the results would be much more catastrophic for the school system. The loss of this
7% enrollment would mean a loss of $513,904 of the state’s portion of SEEK dollars. This loss
coupled with the direct tax loss of $438,000 would result in a net decrease in revenue of over
$900,000 or 8.5% of the school district’s current budget.

I understand this is a complex issue with ramifications if the rate does or does not pass. My
reason for being here today is to ask you to consider the widespread impact of this rate increase
and how it will affect the community for our young people and ask you to consider any and all
other possible solutions.

Thank you for your time, and May God Bless each of you.

/-

yle Estes,
Superintendent, Hancock County Schools
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Century ramps up pressure on Big Rivers

By Ralph Dickerson

The public relatinns cam-
prig lauached by Century
Alaminum concernlng its
power dispute with Big Ri
erg Electric Cooperative
ramped up this week os
smelter of ficials spoke at
both the Lewisport Uity

Council meeting on Thurs-
day evening, and at the
HRaneock County Fiecal
Court mecting Monday
eveping. Century officials
said  they need  the
community's help getting
Big Rivers back 1o {he nego-
tiating tatile.

“What we need from you
guys is help solving this
problem,” Dave Whitnore,
plant manager nf Contury’s
Hawesville sinelter said. "It
is dire straits, What we neetd
fo do is get Big Rivers back
to the table, There are no
had guys here: we need a

An Air Evac Lifeteam heflcopter prepares to transport a tramna patient tn 8 aearby
hospital. The crow Janded of the Hancock County High Schaool, ane of 22 lunding zones
deslgnated throughnnt (he county,

Hancock EMS utilizing
Air Evac helicopter
service more often

By Ralph Dickerson

Several years agn Air
Evac Lifetearn star ted to sell
airambulance menthurshipy
in the county. and roughly
twu vears age the service
located  a base  in
Hardinsburg, Ky.. only min-
utes awsy fram the county
by air. With the hase so
close, Hancock Covnly
Emergency Services itilizes
1he service frequently,

“Itis growing constantly,”
Hancack County Emer-
gency Services Director
Rick Montague said. “When
we first star ed, it was mainly
for trauma pativnts, people
that were in ear accidents,
accidents at the plants and
things like that.”

Today Hancock EMS
uses the air ambalance ser-
vice for heart attack and
stroke palients in addition ta
the trauma patients. With
Owensboro Medical Health
Syatems aow being u stroke
center, Montague said it
makes sease to fly patients
instead of taking them by

part af the coumry. the
Roscville/Cabint arca, 16 the

strake center versus driving
saves  15-20 minutes,”
Montague said.

With Hancock Couny
EMS using the service so
much, what guidelines exist
for calling in the air ambu-
lance? Montague said the
paramedic 0n scene makes
the  determination  of
whether 0 usc sn air ambis-
lance or aot.

“Hi the jury deens go-
ik Lo a trauma center—a
severe head injury or ex-
treme broken extremities
where a trpuma center can
diy the patient mure gond
than a geaeral hoapital, we
fly them out,” Muntague
sald

Montague said no such
thing as a rotstine accident or
tjury exists; each injury
brings its nwn specific chak
lenges and problems for the
paramedic ta treat, As an ex-
ample ke mentioned a head
injury suffered itun automo-
hile ncddcm

gronmt ambufance. He saild
in the case of a strake medi-
cioes exist that if given to »
pidtient quick enough res
verses e effects of astroke,
With Owenshioru beiog
about 14 minutes away by
ainy thechance af a full recov-
ery increases dramatically,
“Flying from the sauth

said when the
pﬂmmcdlc slaris reatmoent,
the paramedic sirts asking
questions nf the patienl. The
noswers gives are not the
st important teing in the
exam, but haw the persen
answers, Ifthe person seems
distant, possesses trouble
Fcusing on the question or

Clasivin plns b DV

does notreact in a geaerlly
ropsidered normal way, a
more severe problem may
exist ather than s simple
bump on the head.

“There cnubd be swelling
{o the brala,” Montagu e said.
“There coubd he a blerd.
there couli be a ol of thbigs
going an. 1 am not taking
anything away from aur lo-
cal emengency rooms, huta
traunta center ca do much
snare far them.”

Fven a hroken leg pre-
sents protilems that sume-
times requires quick {rans
PO Lo A trauma center. Most
people do ant realze that
several majar veins and ar-
{eries traverse ihe legs, and
a bmiken leg pussesses the
chiance of being Bfe thasawn.
ing.

“An extreme hrealt o the
feg can cut circulation off,”
Muontague soid. “lust the
hreak alone could cause a
person 1o Inse the leg. I we
get them (o a facilhy that ran
handle that (ype of injury,
the patient Is hetler off”

When Air Evac moved
inta the aren, Montague anit
representatives from the
corpany towred the county
and fooked for landing zones
for the helienpter. They de-
veloped 22 such zomes in the
county, meaning a fanding
zone is close by no ninfler

See AIR EVAC on page 14

Brian Brown stonds between twa of the i8 harses e ond his wife Sue ralse nn
D Archanget Form In the south cast part of the esnnty, The conrple ruises the nncom-
mon hreeds Clydesdales, Spotted Dralt horses, Feli pontes and teelandic horses.

~Clarion e by Dave Tavior

solution (o this, and therc are
salutions.”

According to John Ho-
erner, vice president of
Nartl American Operations,
Century needs shart term
reliefl immediately to keep
the plant ia operation.

“If we vannat get Big Riv-
ers back lo the talie and ¢
riausiy talking about  resc-
Iution. we have a hard deci-
sion ko make before Labor
Day.” Hocraer said,

Marty Litvel, Comniuni-
cations aad Community Re-
tations Manager for Big Riv-
ers, sold it came as a surprise
to the company dsat Century
s1id the conipany walked
away from the table. He said
the company wants to work
with Century.

“We've never walked
away from the negotinting
tahle,” Littrel said, "It is it
teresting {o hear this com-
ment that we have walked
Aaway, we never have, The
truth is we can't agree on
where we are at. Obvinusly
Bigz Rivers has limits on what
it can do.”

A patfor-profit utility, Bl

Rivers does nat make a high
margin on its electric sales.
According to Big Rivers'
2012 Anpual Repart, last
year tie conpany carned
561,900,000 i operating
revenue. 1t cast the atifity
$511,11L,00G 1o make the
eleciriclty, and nther nonap-
erating refated expeases
dropperd the company’s
profit margin to §56H.0H,
Littrel said this information
transtates into this simple
fact: it costs Big Rivers
S49.60 per megawatt hosrt ko
priciuce electrivily,

“We have some of the
cheapest electric rates in the
United States,” Littrel sald,
“H we cunnot produce it
cheapenough, 1 donot knmy
what kind of Iunpx term sol-
tion thereis.”

Cemury officials say the
pawer (rom Dig Rivers sim-
ply costs too mucly, espies
clally considering the de-
pressed condition of the
price of aluminwm an the
Landan Metal Exchange.
Approximately five years ago
aluminuim (raded at approxi-
mately $3.000 per ton on the

I.ME. Today, it trades in the
acighborhood of $1,900 per
tan.

At a time of depressed
alumvioum prices, Contury
pays more for electricity
thare it did in the past, Tn
2005, Centary pail 525 per
MwH far power. In 269, as
parl ol the Big Rivers un-
wind agreement, Century
signed a long-term power
contract with #ilg Rivers,
The Kentuvky 'ublic Ser-
vice Commission approved
the rate sehiedule in the con-
tractl.

10 2008 Century pad a
rate of 836 per mrgawait
hamr, acconding to compny
figures, 844 per MwH in
2010, $45 per MwH in 2011
and $49 per MwH this vear.
The company provided a
sheet that showed fature
rales of 551 per MwH in
2013, 356 per Mwll in 2014
and 561 per MwH in 2015.

“I've been in spielting for
25 vears,” Whitmore said,
"You cannot make aluminem
al thnse prices”

See BIG RIVERS on pags 2

Huncock County High Schuol mnrchking bund niembers practlce thelr new mutine dlur-
ing hknd curp dust week, The graoup will give Jis Gest perfarmanee a1 halftime of the
Tarnet foothall {euny's ume opener on Aupust 24,

Clarloons il by 5.W.

Scottish man, wife, raising
rare horses in county

By Dave Tnylor

Driving olong Goering
Road at the intersection of
state Route 144, ane might
netice an fnconspicuous pile
along the side of the roarl
with a sten poked in it that
savs “Free, Hely yoursedi ™
1= horse poop. and there's
plenty mnre where that
caine fran,

This peculiar sight hints
at mare peculiarities on the
farm, where a guy from Scot-
land and his northers Indi-
ana wife raise several nn.
common breeds of horses in
the south east part of
Hancock County.

Jeekandic harses. el po-
nies, Spatted Deaft horses,
amd Scatdand’s own Clydes-
dales mam the farm vwned
by Hrdan and Sue Brown.

“Thev're very ant typical
for ltere,” said Sue, whin fs
ariginally from Lakeville,
Indd. She and Brizn aren
ver ¥ pieal fur here either,

He ¢ frum Edinhurgl,
Scotland aad atill carrics a
prety thick aecent. She's s
rinusly tattoaed aad grew np
inasmalf town that bordered
Michigan. They met on ap
vnline sessage board about
16 years ago, talking about
riding nitoreveles. Hler
great-grandparents were
from Scotland and she asket
tm what the ridiag was like
there

“He said. “Well | reaily
can't tell you, you fust have
ta corme nnd see i, acver
kaowing | was buving a
plane ticket at the time,” she
said. “Four days later { was
oa his doorstep amd I (hink
Ire about had a hear tattack.”

They soon married and
maved to southern lndiana,
Ut Keustacky was calting her
anne.

“Al iy lifee ] wanied to
come to Kentucky.” she said.
“It just waok me forever o
convince anyhody to do it”

Now they Hve ona the
fertaey farm of Mary Anne
anif Ronnie Pawers, where
in somc ways, Brian sald,
iz aren’t oo ek dil
ferent than haclcin Senlland,

“Actually if yun luek
around,” he aaid, “W you re-
place a lotof these trees with
pine trees you've got Scot-
tand.”

This main differance Is
that lte can afford it here,
Land there is pxprasive and
difficalt to come by,

“The entire Unted King-
dam can pretty mueh fif in
Indiana sn iU's o premium
land and if yniere not horn
into i, forget it," he said.

Naw they have acres anil
acres on which to play, 1l
works nights at Waupaca
and she works night sern ity
at Domtar, but the days bes
Tong to their horses.

Peaple tenid ta first notice
the Clydestales, ey said.
heeanse of (heir use in TV
commercials,

“They dont kunw they're
Clydesdales, hut they know
(hey re Budweiser harses,”
said Hmu

“Ynu've seen  the
Budweiser Clydesilales,” lie
saidd, “They're huge... They
shoukdn’t be like that..,
These guys are endangered,
they're actually an cndan-
gered gpecies, Sa (hey have
doae n ot inr the hreed hat
they've alse lone it for cone
mercialisa as well”

The mother of one of
their Clydesdales, Squirt,
was in the Budweiser stable,

Some have tiescribed the
Brawst's hurses as hig pup-
pics. One, Arya, will cven
shake hands like a tog.

She also has lier partivy-
lar tastes,

Whea Brian worked at
Haliday World vears hack,
fie satid she gat rather accus-
tomed to the goodies he'd
bring e,

“1 coulin’t rame home
withput bringing her a cup
af Pepst.” he sald,

Other harses on their
farm have mpressive lin.
eage, like the Fell puny that
can be traced back to the
queen’s stalie,

See HORSES on page 10
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Big
Rivers-

—Continucd from page 1

Whitmare said Century
Alwminum wants to be in the
coemimunity for severalinore
decades, and wanta the two
sides 1o continue to discuss
the issue and find r sohatfon,
Whitmore called Big Rivers
a spectal wiility in that, in re-
ality, it serves oaly five cus
tiners: Ceatury, Rio Tinto,
the Jackson Purchase Elee-
tric Couperative, Meade
Countv Rural Electric and
Renergy. lie said if one, or
both, of the smelters close,
itcreates a damin effect on
Big Kivers cusinmters,

“Uf we clase the smelter,
eyerybioedy faces a hoge in-
ercase in electricity rales,”
Whitmore said. “This is an
issuc that alfects nlf arcas of
the community.”

During the meeting with
the Lewisport City Couoci]
Thursday, Mayor Chad Gre-
gory said he hoped e two
sides quickiy resumed talks,
Gregory said he did not
know how Big Rivers
planned to justify alarge re
increase on s customers if
the plants clnsed,

“I connat ser why they
want tocut their higgest cus-
tnmer unlesa tiey have
sommething bigger plaaned in
their grand scheme,” Gre-
gory said, "I they get rid of
vou guys ithey cannot ser-
vire their debt.”

Mike Baker, Hancovk
County's Industrial Fnunda-
tion Director, and Joha Iio-
eracf, hoth afteaded Mon-
dny evening's Tancock
County Fiscal Court meet-
ing. Baker said the problemn
seems tobe that afficials and
residents of for western Ken-
tucky do anf seem 10 ander-
stand the impact of losing
Century and Rio Tinto on
their electric rates.

Hoernter said during the
recent discussions with g
Rivers nfficials, the CEO of
Jatkson Purchase opposcd
giving the smeltersarate re-
cuictlon. Honcock County
Judge/Executive Jack Mc-
Caslin saidl an oufreach el
fartueeds tn be developed to
inform people of the impact
of chsiag the two smelters,

Acvcording o buormation
irn Big River CEO Mark
Bailey, losing the two smejt-
vrs Means a rate jacrease af
nver 30percent on residens
tial custosners, amd over 50-
pereeat for foddustrial cus.
tomers, Adispute exista nver
which scenarin lends 1 a
larger rate incrensc on cus
tamers.

Centary officials say las.
ing the smelters resolis in a
larger electric rte increase
to custonters versus daing
nathing. Litere] said, in reak
ity the reverse is trae. He
said if the smelters close
residential customers e
ceive a M-perceal iner
an their races, If the otili
grantz SEL0 willion in can.
eessions. a figurcdevelnped
by Big Rivers, residents re-
ecive a 37-percent Increase
in rates,

“We do not want fo sce
Centary ar any customer
close operations,” Littrel
satd. “We have 112,00 cus-
toniers, nat just oae oF two.
We butve to make decisions
that are in she bust interost
of all of sur cusiomers, We
eannot controi the profitabik
ity of Contury nor any other
industry.”

Century officials dis-
agree about Big Rivers want-
ingtokeepthc iwe smellers
apeq. Both Big Rivers and
Centitry agree on one iem:
Big Rivees aeeds tn make
ahat 5300 miton in up-
grades w alf of its facilities
to mect new KPA regula-
tians. Hig Rivers geeds to
make ose modifications by
April of 2016,

“What they want is for ns
o gy away so they do sot
have to bive the environ-
mentad upgrades,” Hoerner
said,

Mngistrate Larry Sosh
asiced [or clanficationon this
point. He speeifically asked
Hoerner if dhuttting down the
wants lowered the invest
ment costs for Big {ivers,
Huerper said yes because it
allowed the company
close sonic of its power
plants and cut costs

Daring the meetingg with
the Lewisport City Couneil a
few davs earlier, lason
Curry, the Hmmn Re-
saurees Manuger for Cene

wry, told of an exchange
with Big Rivers of ficials dur-
g v meeting that supported
Hoerner's point. He asked
Rig Rivers officials what the
company planncd te doifthe
twn smelters closed.

“They point blank soid.
‘we have a backuep plan, We
will idle capacity. we wil lay-
off same of our folks and we
will kewp maving torwand,”
Curry sahl. “That’s preity
disappainting t» Lk about
peaple’s jobs fike thar”

Littre] said if the 1wo
siuelters closed. Big Rivers
needed to examine its op-
tions. which might include
shutting down snme of ifs
power stations. He alsa said
achaace existed of ollier in-
dustrlal prospects noving
intn the area antd using the
power vacated by the twa
smelters. He said ofher op-
tivns also existed,

“Ifopen markel prices go
up, we would not have ta idle
any plants,” he said.

It Centry ddoes clase its
doors, the county Inscs 1200
iobs linked w the operntion
of the smelter The plant em-
ploys over 700 employees,
with nearly half, 300, haiting
from Hanceck County.
Hancock County Judge/Ex-
ecutive Jack McCastin said
Contury alone pays the
county  approximately
SH00,000 each year in Oceu-
patimal Tax, He sald if the
plant closes, the county faces
{he prospect of cutting ser-
vives, raising tiaxes, or both,

Kip Price, Century’s Di-
rectar of Marketing, satd he
knows firgt hand the impaet
afaplant the size of Century
closing. His family lives in
Ravenswond, Wva, Century
curtailed operations at the
plant there a few years ago,

“My jrarents and heather
Lave seen nbout a 38-percent
(electric) Faieinerease since
the plant shut dowa,” Price
said. “Their property 1axes
have gone up three fimes
nyer.”

As 2 solution to the proh-
tem, Century proposed on
adjustahle rate schedule,

“We are willing to shual
der mnre of the burdea
when (he LME comes ap,”
Hacruer told Hancock

fscal Court mem-

ay evening. “We
need a long ferm deal, bat
shurt term help”

Tor his part, Lintrel did
nut favor this approach. He
saidt it pk all of the visk
anthe remaining Big Rivers
cuslomers, and et Century
profit when coaditions fm-
proved.

To acklitinn, with the vola
(fily in the LME, Liltrel said
it created i planoing sight
mare for other Intusirics, He
said they needed stability in
thelr rates tn properly plan,
and the adjustable rate
sehedle praposed by Cen-
fury makes it hard.

“That Is the poteatial flaw
in this plon,” Litir ol said,

Lewisport City Council
menber Josephine Hagan
askert if Century officials
wanted members of the
couacil o contact elected
state ufficials. The Cenlury
delegation said yes.

“l have bees involved in
this [or a long time, and tdo
not know the amswer,”
Haneock Couaty Judge Ex-
ecutive McCaslin said M-
doy evening. “Itseens to me
it is going 1 have o be the
legislntors th get Big Rivers
hacl to the table aygain. Cen-
tery cannot do it na their
own.”

Magistrate joha Mark
Gray agked Whitinure 3 the
puhlic relations campaign
seemied o be bearing fruit
He saitt yes, and that both
focal state congressmen,
representative Dwighn Bin-
ler and senator Carrolf
Gibson, called him aad want
t see a solaton to the im.
passe between Century and
Bip Rivers,

naneffort o bring more
legislative help ta (he sibme
tion. McCaslin ynntacted
U5 Sepator  Miteh
AcConnell's office, asking
the senator o contact both
parties i an effort to get
them back to the fable, Mr-
Caslin sald to his knowledee,
McCannell has not con-
tacted eltler parey, but his
ficld ageant Holty tewis did
contact officials about the
situation,

Attle state Jevel. the fey-
islature yuthorized an inde
pendent grosp to examine
the fssue af the power dis-
pute. and tr see what ather
atates did to hielp their indus.
tries. The group reports
back its findings in Novem-
ber.

“War are participating in
thar as we speak.” Littrel
sald,

From Cenlury’s stand-
puint, waiting untit Novenr
ber o start 1o seelt i solution
is 104 long, The company
says it wants to be here for
the tong haul, but needs o
sce some posifive movement

nnudintely, otherwise the
company necited to start 10
exnamine ftz nptions in re-
gands (o the plant. Judge
MeCaslin asked the Centary
officials if the company
reached a deal with Biy Riv-
ers, how long woudd it take
ior it 1o go threugh the PSC
approval process, Hocrer

told hirn five months.

“Cnn yea all last that
long?” McCaslin asked.

Whirmare saiid if they
rewched an agreentent with
Big Rivers, and (hey saw a
rale case being crafied and
preseated to the PSU, the
company cntld hold put

Tattrel colled the situalion

with Centnry camplex, md
that the state aeeded to help
it some way,

“There i= an quick and
casy sotution to this mtter.”
Littret saih, "l welyny it
requires more financial as-
sistance than Big Rivers and
onir customers can af ford.”

Obituaries

Robert Harold Hobbs
Raebert Harold Habbs, 49, of
Lewisport, passed pway Monday, July
23,2012 atthe Usiversily of Kentucky
Chandler Medirnt Center in Loxing-
ton, after an idness. Bab was born
Thorsday. Fehruary 7, 1963 to hispar-
ents, Roy Russell and Alberta Louise
Richards Hobbs. He was a Professor
of Business; teaching most recently at
Midway Cnllege and Brescia Univer-
sity. He was also o member of St, Columba Cathotiv
Parvish in Lewispor twhene his fineral mass will be holid,
Bab is survived by his inother, Alberta L. Hobbs of
Port Chartorte, Florida: his brothers, David L and Julia
Hobbs of Lewisport and Daniet 1. Habbs of Hawesville,
Visitation will be from 9:30 10 10:30 am. Thursday at
Toykr-WWoud Fuieral Home Chapel. A funerl minss
take place 11:00 aum. at St Calumba Catholic Panisly,
with Fatler Onelo Ln=pln officiating. Burial will follow
in Lewisport Cemetery, Expiressions af symthy may
he made in Bob’s name to Edeen Murphy, Developmment
and Alumni Relations, Uniiversity af Colifor i Frane
cisco, Neurosargery Research, 220 Munl;mnmry Steeer,
fifth floar, San Francisen, CA 94134148, Online condo-
lence may be expressed at tavlnrwoodfh.cont.

Joseph “Dale” Greenwell
Joseph “Dale” Greenwell 58, of
Maceo, KY, died Munilay, July 23,
2012, at Owenshoro Medical Health
System. He retived fram Owensborn
National Banlt and had previously
waorled for Lincoln Services. Ile
served in the National Guard. was a
Kentucky Colonel. a member of
Owcenshoro Christian Churcl and was
aGidean. He loved spendiag ime with
his grandkids. walehing UK Basketboll, attending many
friem!'s and families’ harbecues, camping, and fishing.
Dale was given the gift of life hy bis davghier, Brnanice,
jtember 21, 2001, when she selilessly danated her
fadtney 1o 3. Hie family woedd ke to ask everyone to
consider hecoming sn argan donor, He is preceded in
death by his father, Richard “Dick” Greenwell,

Survivers fnclade his wife of 21 yuears, Cindv Green-
wetl: childyea, Brad Cronp (Alicia) of Philpot and
Drittanie Hite of Macen; gmndchildren, Kaitlin Hite,
Asbdey Hite, Graban: icks, Tristan Conmbs. and Ava
Grace Cnunp; mother, Betty Clark Greenwell: siblings,
Richard Greenwell (Barbara), Marlene Freels (Ricky),
Bonnie Emmick (Byron), and Robin Greenwell: cight
nieces and nephewa and 14 greatnieces and nephews;
and his furry companion, a lack Russelt Terricr, Rowdy

Boy.

Services will be held at noon on Friday i the chapel
af Glenn Feneral Home and Cretnatary, Visitation wif)
Bo frmam 2 pan utll 8 pom. o Thursday and after 10
a.m. oa Friday at the funeral home.

Expressions of sympathy may tadee the form of dona-
tions to the Natinnat {Gdaey Foundation, 230 Fast Lil-
erty Sireel #710, Lovisville, KY 40202, Online cadolences
may he left forthe family at www. glennfuncrathome.com.

Denis Wayne “Deny”
Wheatley

Denis Waynie “Deny”™ Wheatley, 46,
of Bawesville, weat 10 be with his
Lasrd and Savior at his bome Sunday,
July 22, 2012 with hls famify by his
side. Deny was born June 24, 1966 in
TeliCity, In. to Denis E Wheatley and
Martha Edge Wheatley, He was a
menther of Inmaculate Concepting
Cathulic Cherch and was relired
front the Haneock County Road De-
partment, He was preceded In deaili by his grandpar-
Franklin and Svivia Wheatley and Jnlm W. and
« Edge. Deny eajoved spending time with his fatn-
ily and friends, hunting, horseback rding and camping,

Survivarsinctude his wife 0f 22 years, Cotnie Brandic
Wheatley: fovr chiliren, Logan Wheatley, Shaina Wheat-
tey, Austin Whcatley and Laura Wheatley all ol home:
his parentz, Denis I and Mortha Wheatley of Hawes-
ville; four sisters. Tin Powera of Hawesville, Johnee'
Roberts of Gray, TN, Malinda Stewartof Hawesville, Anty
Hess of Tell Chy, IN: three brothers, Tan Wheatley,
Frank Wheatley and Edmon Wiheatley ol of Haw esville
mny nieces ond nephews and greal steces and great
nephews,

Services were held Wednezday, July 25. 20

12 at Ty

maculate Conception Cathotic Church in Howesvilie with
Father Chrispin Oneke officiating. Burial was in Mt
Calvery Cemetery, The family requests all donations be
made ta the American Cancer Society, Onbne condo-
family  at

tences may he left for Deay's

wwwatibsonnndsonth.com,

Wanda L. Morris

Wanila L. Mo, 81, of Bowling
Green. KY, passed away surrounded
by her frienils and fmnily at 6:02n.m.,
Woednesday, July 18, 2012 a1 Greeaview
Regional Tlospital, Site was the daugh-
ter nf the latc Lemuel and 1illian Gihbs
Larnar. Wanda was the wife of the Inte
Rev. Wallace J. Morris. She scrved
faithfutly wirh him fit pastarates at
Westpoint Daptist Church, Mt Fden
Baptist Church, Mt. Carme! Baptist Church, Crahtree
Ave, Baptist Church, Forest 'ark Haptist Chareh and
Woodburn Baptist Chureh, Wantda was alxo a lnving
nmother, grondmather and fremt who ouched e lives
of many,

Surviturs include three daughters, Suzanne Motris
Wiheeley, hashand Mike nf Wiodhuen, KY, Brenda Mar-
ris Stuart, husband Denny of Bowling Green, KY and
Metotly Moras Pudlo, husband Steve of Hendersanyille,
TN: twa brothers, Leroy Lamay, wife Patty of Hawesville,
KY. Chartes 1. Lamar, Jr,, wife Mary Ellen af Owenshoro,
KY; n sister, Nelda Emmick, husband Jimmy of
Lewlspart, KY: six grandchildren, Allison Wheeley
Street, Adanm Mot sis Wheeley, Rebecea Dinds, ETE Thn-
n1ag, Aaron Pudlo and Enily Pudior two greal grandeliil
dren, Caidvn Street and Madisyn Street, and several
nieces and nephews. Wanda is precedert in death by a
brather, W E. Lantas;

Funeral services were held Saturday, July 21 at
Waodhiten Raptist Chisrel with Trial at Faivview Cem-
vrery £2

Dear Editor,

While reading your ars
ticle an the old gracery
stores | ought of a cute
story that happened tn my
wife: ami} 1at Rofey's Grocery.
Tit 1963, 1 was warkiog »t Ure
Lewisport Murray Tile Cowe
pany and Fwould sometimes
leave oar grocery fist in the
morning for Mr. Raley to fil)
tien pick up the groceres
afier work on the way hame,
One sfay when | stopped to
pick vp Uic grocerics Mr,
Raley said bhe could fill alt
that was oa the list execpl
oneifent, Tleshowed me the
Iist and Barbara had asdded
to the $irt: (an 8 ponnd
bouncing baby boy). She
was pregnant with our sec-
and child at the titme, § think
Mr. Raley told me later that
fie had a ot uf fun telling that
slory.

Charles and Barbara

Carapbell

Dear Editor,

Your article on Ray
Suyder really resonated with
e Ray is aubout five years
atder then me so | missed
himin high school, Jremem-
ber his father. Walter Sayder,
yan astire atChambers, My
dad, Coy lackans, trarted
there. My sister. Wanda
Nugeat, and Dused to walk
to Chanthers md get some
stulf from Nr. Snytler. There
was afmnity on the rond that
had a dog that Gked tn bite
One day “Reans Rice™ and
Wanda and | waiked about
one mile to the sinre. Reans
had a BB gun. When we got
to Mr. Ingrams place the dog
cme nut. Beans fired at him
and missed and we bath got

it behind Wanda, The dog
Dbitme!

1 remember one time
Walter Snyder's daughter
fthe one that married
Charlie Schaffer) gave me a
nickel. 1could buy 1 coke for
anivkel hut that seemed like
a hig wuste ton e so 1
traded in the nicke] far five
peritics and spent them on
penny candy nver the nex)
few weeks,

Fam good friends with
her son, Chorlie (Dr.
Chaelie), here in Hunteville,
Al T have been gone fron
Hanenck Caunty far a lowg
time but abnost every week
there is smnething in the
Clarion that brings back tle
mvmsies.

Coy Jaclson

Denr Editor,

There were 1wo groeery
stores omitted {rom the Oid
Country Store asticle, Ken-
aeth Banks had oane on
Cross Mnin 81 John and
Tula Sinchyir Iiad one onhe
cornce where the cigaretic
place is now, | rap a creom
stainn "Dluc Valley” next to
Sinclair's in 194930 and
Tved up over it 1950-51. Just
thought you might fike te
know, sinee youasked ifany-
ane remesnbered wlien gro-
ceries weee bought un
vredit.

Really slo enjoy your ar
ticle hrings hack ot of
wentoties to s alder folks.
And is histary for the
youmyer generatian, You are
dmnlz a greol job, thanl yon.

rances Bruce

Denr Editor,

Hoak forward to reading
the Clarion online each
Tharsday. We don'l recoive
hard copy untit Monday or
Tuesday, | egjoyrd Donn's
featere bt Movficld and
Sayders and early grcceries,

Cerlainly hope Centory
and Big Rivers can get -
gether- will lie a sad day if
plant clnses,

Keep up the good work
at the Clarton

Barhar Grat
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Abot

Dirty Coat e e
Beyond Coal < 12 560

Tell your representative and senators to protect
our health and our future by renewing the wind
energy production tax credit

http://content.sierraclub.org/coal/victorie BREC EXHIBIT R 1/6/2014
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SUPPORT QUR BATTLE TO
PROTECT THE
ENVIRONMENT

5

$50  $100 $2{50 $500

MICHAEL BRUNE
. B‘Dfrfft v, SHarr

http://content.sierraclub.org/coal/victories 1/6/2014
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Beyond Natural Gas

Page 1 of 2

Please enter your email and zip

our emai newsletter.

DIRTY, DANGEROUS, AND RUN AMOK

Netural gas drillers axploit government loopholes, ignore decades-old environmental protections, and disregard the heallh
of enlire communities. "Fracking,” a violent process thai dislodges gas deposits from shale rock formations, is known to
conlaminate drinking water, poliute he air, and cause earthquakes. If drillers can't exiract natural gas without deslroying
landscapes and endangering the haaith of families, then we should not drill for naturat gas.

"No state has adequate protections in place. Even whers there are rules, they are poorly monitored and enforced.
Thanks to the multiple federal exemptions, we can't even count an the federal govemment to keep us safe!
Tageather, though, we can change that! No industry, no matter hov wealthy or powerful, can withstand the
righteous passion of the Amearican people. Tle out-of-control rush to dnll has puf oil and gas industry profits ahead
of our heallh, our famifies, our property, our communilies, and our futures. If drillers can't extract natural gas
without destroying landscapes and endangering the healih of families, then we should not drill for natural gas.”
—Allison Chin, Sierra Club president, July 28, 2012, at ihe Stop the Frack Attack rally

WHAT WE DO

Fracking for natural gas damages the land, pollutes If we can't drill safely, then we shouldn't be drilling at
water and air, and causes illness in surounding all. Natural gas production is environmenially

communities. damaging and harms public health.

http://content.sierraclub.org/naturalgas/ BREC EXHIBIT 3

HELP

code to take action, or to sign up for

6/2014



Beyond Natural Gas | Page 2 of 2

Latest studies from the International Enargy Agency Exporting liquefied natural gas (LMG) lo overseas

reveal a switch from coal to gas would lead {o a global markels is a dirty, dangerous practice that lets the
temperalure rise of more than 3.5 degrees Celsius, an industry make a killing at the expense of human
outcome we simply cannot afford. health.

Support our battle to protect the environment with funding that's convenient for you.

$§50  $100 S$250  $500

Get the Slerra Club

=i, our email newsletter. News, green iifestyle tips, and ways 10 take action: right to your inbox, twice a month.

Siers Club Main | Cao

http://content.sierraclub.org/naturalgas/ 1/6/2014
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In The Matter Of:

JOINT APPLICATION OF KENERGY CORP.

AND BIG RIVERS ELECTRIC CORPORATION FOR
APPROVAL OF CONTRACTS AND FOR A
DECLARATORY ORDER

CASE NO. 2013-00413

A S

DIRECT TESTIMONY OF LANE KOLLEN

I. QUALIFICATIONS AND SUMMARY

A. Qualifications

Please state your name and business address.
My name is Lane Kollen. My business address is J. Kennedy and Associates, Inc.
("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, Georgia

30075.
What is your occupation and by whom are you employed?
I am a utility rate and planning consultant holding the position of Vice President and

Principal with the firm of Kennedy and Associates.

Q. Please describe your education and professional experience.

J. Kennedy and Associates, Inc.
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I earned a Bachelor of Business Administration degree in accounting and a Master of
Business Administration degree from the University of Toledo. I also earned a
Master of Arts degree in theology from Luther Rice University. I am a Certified
Public Accountant (“CPA”), with a practicing license, a Certified Management
Accountant (“CMA.™), and a Chartered Global Management Accountant (“CGMA™).
I am a member of several professional organizations.

I have been an active participant in the utility industry for more than thirty
years, initially as an employee of The Toledo Edison Company from 1976 to 1983
and thereafter as a consultant in the industry since 1983. I have testified as an expert
witness on planning, ratemaking, accounting, finance, restructuring, deregulation,
market, and tax issues in proceedings before federal and state regulatory
commissions and courts on hundreds of occasions.

I have testified before the Kentucky Public Service Commission
(“Commission”) on dozens of occasions, including numerous cases involving Big
Rivers Electric Corporation since 1986 and the complex interrelationships among the
Company’s creditors, the owners of the Hawesville and Sebree Smelters, and the
Company’s other Rural and Large Industrial customers. I was personally involved in
and provided expert testimony in Case Nos. 9613 and 9885, in which I testified on
behalf of the Attorney General regarding the Workout Plan in 1986 and 1987,
respectively; Case No. 10217, in which I testified on behalf of Alcan Aluminum and

National Southwire regarding the Workout Plan in 1988; Case No. 92-490 on behalf

J. Kennedy and Associates, Inc.
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of the Kentucky Industrial Utility Customers, Inc. (“KIUC”) and the Attorney
General regarding fuel costs; Case No. 96-327 on behalf of KIUC regarding
environmental costs; Case No. 97-204 on behalf of Alcan and Southwire regarding
Restructuring; Case No. 2009-00040 on behalf of KIUC regarding emergency rate
relief and cash requirements; Case No. 2011-00036 on behalf of KIUC regarding a
base rate increase; Case No. 2012-00063 on behalf of KIUC regarding
environmental retrofits; Case No. 2012-00535 on behalf of KIUC regarding the rate
increase caused by the Century Hawesville Smelter (“Hawesville Smelter””) Notice
of Termination; Case No. 2013-00221 on behalf of KIUC regarding the Hawesville
electric service agreements providing that Smelter access to market power; and Case
No. 2013-00199 on behalf of KIUC regarding the rate increase caused by the
Century Sebree Smelter (“Sebree Smelter”) Notice of Termination.

I also have testified before the Commission on numerous occasions on behalf
of KIUC in other base rate cases, environmental rate cases, and fuel adjustment cases
involving Kentucky Power Company, Louisville Gas and Electric Company,
Kentucky Utilities Company, and East Kentucky Power Cooperative. My

qualifications and regulatory appearances are further detailed in my Exhibit (LK~

1.

On whose behalf are you testifying?

J. Kennedy and Associates, Inc.
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I am testifying on behalf of the Kentucky Industrial Utility Customers, Inc., a group
of large industrial customers taking electric service from Big Rivers Electric
Corporation (“Big Rivers” or “BREC”) and Kenergy Corp. (“Kenergy”). The
members of KIUC participating in this case are Aleris International, Inc., Domtar
Paper Co., LLC, and Kimberly Clark Corporation. They are the three largest

customers served by Big Rivers and are included in the Large Industrial class.

Purpose And Summary Of Testimony

Please describe the purpose of your testimony and summarize your conclusions
and recommendations.
The purpose of my testimony is to respond to the request by BREC and Kenergy
Corp. (“Kenergy”) (together, the “Companies”) for approval of the electric service
arrangements (“agreements”) between and among BREC, Kenergy, Century
Aluminum Company (“Century parent”), and Century Aluminum Sebree LLC
(“Century Sebree™); an alternate service agreement; and a declaratory order; all on an
expedited schedule. The Sebree Smelter is the single largest customer presently
taking electric service from Big Rivers. The new agreements constitute the “rate”
that the Sebree Smelter will be charged for electric service.

The Commission must determine whether the rate is fair, just, and reasonable
and whether it provides an unreasonable preference or advantage to the Sebree

Smelter and/or an unreasonable prejudice or disadvantage to other non-Smelter

J. Kennedy and Associates, Inc.
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customers in accordance with the requirements of KRS 278.030 and the prohibitions
set forth in KRS 278.170.

The new rate agreements will allow the Sebree Smelter on January 31, 2014
to bypass the cost-based generating service presently provided by BREC using its
generating resources and instead acquire electric service through purchases at lower
market prices through the MISO markets and/or through other bilateral agreements.
The new rate agreements will allow the Sebree Smelter preferential access to the
market in order to reduce the cost of its electric service and to do so without paying a
market access charge to Big Rivers for the costs that were incurred to provide it
service, but which cannot now be avoided.

The circumstances resulting in the Sebree Smelter seeking market access are
far different than the circumstances of the Hawesville Smelter. The Commission
should consider the unique circumstances of the Sebree Smelter to determine the
appropriate rate in this proceeding. The Commission’s decision to provide the
Hawesville Smelter a 30% ($60 million per year) rate reduction through market
pricing was necessary to avoid an immediate shutdown. Even with such a huge rate
reduction, the Hawesville smelter went from losing $5 million per month to merely
break even.

The same is not true for the much more efficient and profitable Sebree
Smelter. The Sebree Smelter made $29 million in plant profit in 2012 at its cost-

based rate of $48.68/mWh. The plant profit will increase by an additional $39

J. Kennedy and Associates, Inc.
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million if it receives a rate reduction due to market access and prices. The most
recent Big Rivers estimate of the market-based rate for the Sebree Smelter is
approximately $37/mWh. Alcan repeatedly represented to Big Rivers and Kenergy
that the Sebree smelter was sustainable for the long-term at a rate of $43/mWh. The
market access charge that I propose will result in an effective rate to Sebree of
$43/mWh. The difference between market pricing and $43/mWh would yield nearly
$21 million annually. This amount would be an important component of a
comprehensive and balanced solution to address Big Rivers’ probléms of excess
capacity and financial integrity, while also addressing the effects on the non-Smelter
customers. This proposal still will provide the profitable Sebree smelter a rate

reduction, just not as large a reduction as the Companies request in this proceeding.

The Sebree Smelter Made $29 Million In Profits In 2012 At Its Cost-Based

Pricing Of $48.68/mWh And Its Annual Profits Would Increase By An
Additional $39 Million With A Rate Reduction From Market Pricing. The Very
Efficient And Profitable Sebree Smelter Does Not Require The Same
Concessions That Were Provided To Keep The Hawesville Smelter Open And
Retain Its Jobs. The Hawesville Smelter Needed A Significant Rate Reduction
From Market Pricing Just To Go From Losing Five Million Dollars Per Month
To Break Even

Should the Commission consider the unique circumstances of the Sebree
Smelter rather than simply adopt essentially the same agreements that it
adopted for the Hawesville Smelter in Case No. 2013-00221?

Yes. The Sebree Smelter provided its Notice of Termination on January 31, 2013,

J. Kennedy and Associates, Inc.
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citing its inability to economically continue smelting operations at projected cost-
based rate of approximately $60/mWh. This $60/mWh rate reflected Sebree’s share
of the August 20, 2013 rate increase caused by the Hawesville Smelter Notice of
Termination. However, the Sebree Smelter has no inherent right to market access or
to bypass the Big Rivers generating resources and the related costs. Thus, the
Commission must consider the unique circumstances of the Sebree Smelter to
determine the right balance between allowing access to lower-cost market power and

the consequences that will be imposed on the non-Smelter customers.

Are the circumstances of the Sebree Smelter far different than the Hawesville
Smelter?

Yes. Thus, the Sebree Smelter new rate agreements should be considered on their
own merit and should not be adopted simply because they were patterned after the
Hawesville Smelter agreements. The facts in Case No. 2013-00221 for the
Hawesville Smelter agreements do not apply in the same manner to the Sebree
Smelter.

The Commission should be careful that it does not rely on facts uniquely
relevant to the Hawesville Smelter as the basis to authorize an excessive reduction in
the Sebree Smelter rate and an unnecessary transfer of cost responsibility from the
Sebree Smelter to the remaining non-Smelter customers. The Commission should be

careful that it does not improperly enrich the Sebree Smelter while impoverishing the

J. Kennedy and Associates, Inc.
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remaining non-Smelter customers.

The Sebree Smelter is profitable, operates more efficiently, and has a lower
financial breakeven point than the Hawesville Smelter. The Sebree Smelter does not
require the same concessions that were authorized for the Hawesville Smelter. The
Sebree Smelter can continue to operate for the long-term if the Commission includes

a reasonable market access charge.

How profitable is the Sebree Smelter?
The Sebree Smelter made $29 million in profit in 2012 at an average cost-based rate
of $48.68/mWh and an average London Metal Exchange (“LME”) price of $2,019
per tonne. The Sebree smelter made $30 million in profit in the 12 months ending
April 2013 based on a lower average LME price of $1,959 per tonne and an average
cost-based rate of approximately $49/mWh. The greater profitability at a lower
LME and approximately the same rate demonstrates that the Sebree Smelter
continued to reduce its financial breakeven point as it continued to improve
efficiencies and continued to invest capital.

The following graphs show the Sebree Smelter net plant profit compared to
the LME cash settlement price for the months January 2012 through April 2013 at
the average cost-based rate of $48.68 and without the effects of the most recent rate

increase on August 20, 2013.

J. Kennedy and Associates, Inc.
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Net Plant Profit LME Cash Settlement Price

570 52,300

82,200 4

360
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$30 $1,900

$ Millions

$2.0 $1,800 <
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510 53,700 -

$0.0 81,600 -

{51.0)

{52.0}

I obtained the Sebree Smelter profitability data from the Companies’
response to KIUC 1-12(b), in which they provided copies of the Sebree Smelter’s
monthly plant newsletters dated December 2012 and May 2013. The Smelter’s
monthly plant profit for 2012 is shown on page 7 of the response and the monthly
plant profit for the first four months of 2013 is shown on page 16 of the response.
I’ve attached a copy of the response to KIUC 1-12(b) as my Exhibit __ (LK-2).

The Sebree Smelter’s financial results were “sweet,” according to the
headline in the May 2013 newsletter, which generally resulted in employee bonuses
well in excess of the 100% targets for each department. Employee bonuses for the
first four months of 2013 ranged from $590 to $1,410. These bonuses were possible
because the Sebree Smelter was profitable. However, this is the opposite of the
situation at Hawesville where that Smelter was losing $5 million per month and

struggling to survive. The basic question facing the Commission now is whether

J. Kennedy and Associates, Inc.
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giving the Sebree Smelter a rate reduction so that its profit increases from good to
great, with the non-Smelter customers picking up the tab, is fair, just and reasonable

and not unduly preferential.

Will the transition of the Sebree Smelter from Big Rivers’ generation and
related costs to the market increase its profitability?

Yes. The reduction in the Sebree Smelter’s cost of power will significantly increase
its profitability. The Sebree Smelter presently pays $59.4/mWh after the increase
granted in Case No. 2012-00535. A reduction to a market rate of $36.58/mWh,
based on Big Rivers’ most recent projection of market prices provided to Alcan
earlier this year, will increase the Sebree Smelter’s profitability by approximately
$74 million annually, all else equal. Going from $48.68/mWh (Sebree’s pre-August
20, 2013 rate) to a market rate of $36.58/mWh would increase Sebree’s profitability

by approximately $39 million, all else equal.

How much will it cost the remaining non-Smelter customers to fund this
increase in the Sebree Smelter’s profitability?

It will cost the remaining non-Smelter customers $70.4 million annually to allow the
Sebree Smelter to acquire its power at market-based pricing through Kenergy, based
on the pending request by Big Rivers to increase base rates in Case No. 2013-00199.

In that rate case proceeding, Big Rivers attributes the entirety of its request to the

J. Kennedy and Associates, Inc.
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Sebree Smelter termination. The request seeks to recover the fixed costs that Big
Rivers incurred to serve the Sebree Smelter and that it still will incur even though the
Sebree Smelter no longer will obtain its power from the Big Rivers generating
resources. These fixed costs cannot be avoided, at least in the short-term, and will be

“stranded” when the new rate agreements are implemented.

If the Sebree Smelter was profitable at a rate of $48.68/mWh, then why did
RTA provide its Notice of Termination on January 31, 2013?

The Sebree Smelter faced increases in its rate from $48.68/mWh to approximately
$60.0/mWh. The projected increase in its rate was due primarily to the pending rate
increase in Case No. 2102-00535 wherein Big Rivers sought to recover the stranded
fixed costs caused by the Hawesville Smelter termination.’ Alcan cited the projected

increase in its rate as the reason for its termination.

How sensitive is the Sebree Smelter profitability to lower LME prices?

The following chart portrays my estimates of profitability for the Sebree Smelter
based on various combinations of rates and LME prices. The “Sebree Solution” of
$43/mWh discussed below is the price Alcan offered on to pay to ensure Sebree’s
long term viability. Alcan offered the “Sebree Solution” price of $43/mWh to Big

Rivers and Kenergy on November 8, 2012, which I subsequently discuss in greater

!'See Case No. 2012-00535, Direct Testimony of Lane Kollen, Exhibit LK-2.

J. Kennedy and Associates, Inc.



10

11

12

Lane Kollen
Page 12

detail. The first bar represents the Smelter’s annual profit using the actual rate in
effect and the average LME price for the first four months of 2013. The second bar
represents the Smelter’s annual profit at the actual rate in effect for the first four
months of 2013 and the lowest daily LME price that has occurred so far in 2013.
The third bar represents the Smelter’s annual profit at the $43/mWh offered by Alcan
as the “Sebree Solution” rate and the lowest daily LME price during 2013. The
fourth bar represents the Smelter’s annual profit at the estimated market price and the

lowest daily LME price during 2013.

Sebree Smelter Profits
Based on Decreased Rates per mWh and LME Pricing
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Average Contract Price per mWh and LME per Tonne

Thus, even at lower LME prices, the Smelter still remains profitable and

becomes even more profitable as the rate is reduced, first to the “Sebree Solution”

J. Kennedy and Associates, Inc.



10

11

12

13

14

15

16

17

18

19

20

21

Lane Kollen
Page 13

offer rate, and then to the estimated market rate.

According to Big Rivers, the underlying foundation for its negotiations with
Century was to ensure that no additional costs were experienced by its
customers as a result of this transaction. Is this a sufficient foundation?

No. With all due respect to Big Rivers, this was not the right foundation for its
negotiations regarding the Sebree Smelter rate. While this “foundation” may appear
laudable on the surface, it ignored, and thus missed, the critical opportunity to
eliminate or at least reduce the stranded costs imposed on the non-Smelter
customers. In so doing, Big Rivers failed to strike the right balance between the
Sebree Smelter’s continued viability and the rates of the remaining non-Smelter

customers. This task now falls to the Commission.

Did Big Rivers or Kenergy ever perform any financial analysis of the Sebree
Smelter to determine the validity of the Smelter’s claim for rate relief or market
access?

No. “Neither Big Rivers nor Kenergy performed any financial analysis of whether a
market-based power supply was necessary to keep the Sebree smelter in operation . .
. The only financial information Big Rivers has regarding the profitability of the
Alcan smelter comes from monthly plant newsletters,” according to the Companies’

response to KIUC 1-12(b).
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Why is it significant that neither Big Rivers nor Kenergy ever performed any
financial analysis of the need to provide the Sebree Smelter market access?
It is significant because the Companies have provided no quantitative support
whatsoever for the severe reduction in the Sebree Smelter rate they propose in this
proceeding. The Companies provided no evidence that the proposed rate is fair, just
and reasonable pursuant to the requirements of KRS 278.030. They provided no
evidence that the proposed rate does not provide an “unreasonable preference or
advantage” to the Sebree Smelter or an “unreasonable prejudice or disadvantage” to
the non-Smelter customers, neither of which is permitted pursuant to KRS 278.170.
The evidence that I present demonstrates that the reduction from the present
rate to the proposed rate is excessive and that a reduction of the magnitude the
Companies propose is unnecessary in order to maintain the profitability and
economic viability of the Sebree Smelter. The Commission should use the financial
information that is available to ensure that it achieves the right balance and allocation
of stranded fixed costs between the Sebree Smelter and the remaining non-Smelter
customers rather than simply allocating the entirety of the stranded costs to the non-
Smelter customers. My recommendations will enhance the financial stability of Big
Rivers and lessen the likelihood that it will have to reorganize under the bankruptcy

laws.
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In contrast to the Sebree Smelter, was the Hawesville Smelter profitable when
the Commission issued its Order in Case No. 2013-00221?

No. Unlike the Sebree Smelter, the Hawesville Smelter was losing $5 million per
month. The Hawesville smelter was not profitable at $48.68/mWh, the average
Smelter rate prior to the Hawesville termination in August 2013, according to the
testimony of Sean Byrne, the plant manager, filed in Case No. 2013-00221 on July
19, 2013. Mr. Byrne estimated that bypassing the Big Rivers generating resources
and purchasing in the market could reduce the Hawesville Smelter’s rate by
approximately 30%. A 30% reduction would be equivalent to a rate of
approximately $34/mWh and would result in annual savings to the Hawesville
Smelter of approximately $60 million compared to the $48.68/mWh rate. In its post-
hearing brief, Century represented that even with this reduction in the rate, the

Hawesville Smelter would barely breakeven. ]

There Are Other Significant Differences Compared To The Hawesville

Agreements

Are there other significant differences compared to the Hawesville agreements
that distinguish the two transactions?

Yes. Big Rivers provided a list of 15 “principal substantive differences” between
the two transactions and the related agreements in response to AG 1-5. These 15

differences include changes in the Kenergy tariff, Direct Agreement, and

J. Kennedy and Associates, Inc.



Nolie BN |

11
12

13

14

15

16

17

18

19

20

21

22

23

Lane Kollen
Page 16

Arrangement Agreement to explicitly recognize that Big Rivers has no obligation to
supply the Smelter from its resources; the equipment necessary to access market
power; the reimbursement of Big Rivers’ costs; the obligation to purchase zonal
resource credits; and the amounts that may be recovered or returned to the Smelter
due to the operation of an SSR; among others. I have included a copy of the Big

Rivers’ response to AG 1-5 as my Exhibit _ (LK-3).

The Commission Should Adopt A Market Access Charge As One Component

Of A Fair, Just and Reasonable Rate And As Part Of A Comprehensive
Financial Solution In Which All Stakeholders Participate To Keep Big Rivers

Solvent

Given the far different circumstances for the Sebree Smelter compared to the
Hawesville Smelter, what are your recommendations?
I recommend that the Commission modify the rate to include a market access charge.
The market access charge would be imposed on the Sebree Smelter, collected by
Kenergy as a component of the distribution rate, and then remitted to Big Rivers.
This approach is similar to that adopted by other states to provide the incumbent
utility recovery of its stranded fixed costs when customers were allowed to access
market power and bypass the utility’s generating resources.

As filed, the agreements will result in an ‘“unreasonable preference or
advantage” to the Sebree Smelter and an “unreasonable prejudice or disadvantage” to

the remaining non-Smelter customers, both of which are prohibited by KRS 278.170.
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As proposed, the agreements allow the single largest customer on the Big Rivers’
system to preferentially access lower priced market power. None of the non-Smelter
customers are able to access lower priced market power. The agreements
economically prejudice the other non-Smelter customers by requiring them to pay
the stranded costs that were incurred by Big Rivers to serve that one customer and
that now cannot be avoided. The agreements will result in a massive and excessive
rate reduction for only that one customer, but will result in massive rate increases to
the remaining non-Smelter customers, who did not cause or strand the costs that
were incurred to serve the Sebree Smelter and who will be forced to subsidize the
Smelter’s preferentiai access to the lower-cost market power.

In this proceeding, the Commission will set the Sebree Smelter rate
prospectively so that it is implemented at the same time as the other provisions of the
agreements. The imposition of a market access charge would not rewrite the prior
Smelter contract with Big Rivers that will terminate on January 31, 2014; rather, a
market access charge is an essential component of the rate going forward under the
new rate agreements that are at issue in this proceeding.

I recommend that the additional revenue from the Sebree Smelter be credited
to the remaining non-Smelter customers through the Economic Reserve.
Alternatively, the Commission should reduce the revenue requirement in Case No.
2013-00199. The two different approaches should yield approximately the same

results; however, there will be a delay of several months under the approach where
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the Economic Reserve is credited and extended until the customers actually receive
the benefit of the revenues.

In addition, I recommend that the Commission explicitly retain authority over
the electric service arrangements and, more specifically, the rate, as it did for the
Hawesville Smelter electric service arrangements in Case No. 2013-00221.

I also recommend that the Commission adopt the same reporting
requirements for the Sebree Smelter that it adopted for the Hawesville Smelter in
Case No. 2013-00221, except that all parties to this case should be served with

copies.

What market access charge rate do you recommend?

I recommend that the stranded cost or market access charge be calculated as the
monthly difference between the market-based rate and $43/mWh. This would set the
Sebree rate at a minimum of $43/mWh. This is the rate presented by Alcan as the
“Sebree Solution” to ensure Sebree’s long term viability. Because the market access
charge would change monthly, its volatility would not lend itself to a base rate
reduction. Instead, it should be handled as a formula rate similar to the fuel
adjustment clause or environmental surcharge. The monthly revenue stream from the
market access charge would be transferred from Kenergy to Big Rivers to lower the
rates of all non-smelter ratepayers. The Commission could extend the life of the

Economic Reserve and the MRSM tariff to provide monthly credits on all non-
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Smelter customer bills.

Please provide a further description of the $43/mWh that you recommend for

the Sebree Smelter rate.

Alcan developed this rate based on its assessment of the cost for Big Rivers to serve
the Sebree Smelter, excluding any share of the excess capacity and related stranded
costs caused by the Hawesville Smelter termination, and offered it to Big Rivers as a
viable long-term “solution” prior to providing its Notice of Termination. Big Rivers
provided a copy of an Alcan presentation dated November §, 2012 and
correspondence between the parties that address the $43/mWh rate in response to
KIUC 1-12(a), a copy of which I have attached as my Exhibit___ (LK-4).

In offering its “Sebree Solution” and the $43/mWh rate, Alcan cited certain
competitive advantages it had that were not available to other smelters and that
enabled it to pay more than the global smelter average electric rate. These
advantages include:

e Location in the U.S. Midwest, access to the Midwest premium
e First-quartile operating cost, excluding electricity

e Lower capital costs compared to new facilities

e Skilled and committed employees

» Value added aluminum
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It should be noted that the Sebree Smelter is one of the most efficient
smelters in the world on operating (non-energy) cost and that, prior to the Century
acquisition of the Smelter, Alcan invested over $100 million in the smelter over the
preceding five years and planned to invest another $70 million in the next five years.
This information was provided by Alcan in a presentation during the negotiations
with Big Rivers and was included in the Companies’ response to KIUC 1-12(a).

At the time when Alcan developed this proposal in November 2012, its all-in
rate was nearly $49/mWh. In calendar year 2012, the Sebree smelter earned profits

of $29 million while paying a power rate of $49/mwh.

Will the transition to the market and lower prices further increase the Sebree
Smelter’s profitability?
Yes. Market prices presently are significantly below the $43/mWh offer from Alcan
that Big Rivers rejected. Big Rivers estimated that the market price would be $36.58
2014 in its most recent projection provided to Alcan earlier this year. Big Rivers
provided these estimates in response to KIUC 1-16(c), a copy of which I have
attached as my Exhibit__ (LK-5). A reduction from $48.68/mWh rate in effect prior
to the Century increase to $36.58/mWh will increase the Smelter’s profitability by
$39 million.

The following chart graphically portray the Sebree Smelter profitability at

nearly $49/mWh, at the $43/mWh offered by Alcan, and at the estimated
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$36.58/mWh market price for the next several years based on the information that

we presently have available.

Sebree Smelter Profits

Based on Decreased Rates per mWh
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Average Contract Price per mWh

Are there other factors that should be considered regarding the Sebree
Smelter’s profitability?

Yes. The preceding c;hart showed that the Sebree Smelter profitability actually
increased even though the LME prices trended downward in 2013. That is to be
expected. Alcan continually invested in the Sebree Smelter to reduce its economic

breakeven by improving efficiencies and increasing its output, according to
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testimony filed by Mr. Stephane LeBlanc, the former Sebree Smelter plant manager,
in Case No. 2011-00036. In that case, Mr. LeBlanc testified that Alcan was able to
systematically reduce costs at the plant and that Alcan planned to spend “$16 million
on equipment upgrades that would generate more production with same fixed cost
which increases plant’s viability” and that this was “in addition to further working to
reduce our operating cost.”

Another factor that the Commission should consider is that Century acquired
the Sebree Smelter in June 2013 at a bargain price (below the net book value) and
recognized a pretax gain on the transaction of more than $5 million, according to the
Century 10-Q for the quarter ending June 30, 2013. I have attached a copy of the
relevant pages from the Century 10-Q as my Exhibit  (LK-6). Kenergy reported to
its Board of Directors that the purchase was at a “ridiculously low price” and “well
below the $211M offer that Alcan had received previously.” The Sebree Smelter
was profitable before Century acquired it and with a reduction in fixed costs due to
the change in ownership, it will be even more profitable in the future.

The Commission does not need to and should not force the non-Smelter
customers to subsidize the Sebree Smelter any more than is absolutely necessary.
The Sebree Smelter already is profitable and it is not in imminent danger of shut
down for economic reasons. This is in stark contrast to the Hawesville smelter which

needed a 30% rate reduction just to break even and avoid an immediate shutdown.
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II. THE SEBREE SMELTER TRANSITION TO MARKET WILL CAUSE EXCESS
CAPACITY AND STRAND THE COSTS THAT WERE INCURRED TO SERVE
ITS LOAD AND CANNOT NOW BE AVOIDED

A. The Big Rivers Generating Resources Were Constructed, Acquired, And
Financed To Serve The Smelters

Q. Please provide a historical perspective for these massive rate increases caused
by the Smelters’ decisions to terminate their contracts, abandon the Big Rivers
cost-based supply resources, and seek access to market-priced power.

A. There is a lengthy history between Big Rivers and the Smelters whereby the Smelters
have aggressively sought to mininiize their cost of power through various
transactions and pricing mechanisms, and more specifically, by shifting back and
forth between cost-based generation service from Big Rivers and market access
and/or bilateral agreements with other parties.

Prior to 1998, the Smelters were all-requirements customers of Big Rivers
and subject to regulated rates based on the costs incurred by Big Rivers. Big Rivers
built and financed its generating and transmission systems to meet the needs of the
Smelters, which together comprised between 70% and 80% of the Big Rivers load.

Big Rivers built and financed the Reid-Green Station Two plant complex in
close proximity to the Sebree Smelter primarily to serve the Sebree Smelter load.
Big Rivers built and financed the Coleman plant in close proximity to the Hawesville
Smelter primarily to serve the Hawesville Smelter load. Big Rivers financed the

generating plants on the basis of long-term contracts entered into by the owners of
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the Smelters and the predecessor distribution cooperatives serving the Smelters at
retail (now Kenergy). I have attached a copy of the transcript from Case No. 2007-
00455 (the Unwind Transaction proceeding, which I subsequently discuss in greater
detail) wherein this history is recounted by Mr. William Blackburn, a former Vice
President and long-time employee of Big Rivers, as my Exhibit _ (LK-7).

In the 1980s, Big Rivers built and financed the Wilson plant in part to serve a
projected increase in the Hawesville Smelter load, although the Hawesville Smelter
actually did not increase its load at that time.

The construction of the Wilson plant resulted in significant excess generating
capacity and the related costs. The construction of the Wilson plant also resulted in
excessive fuel costs due to fraudulent contracts. These mostly self-imposed
circumstances caused the Company severe financial distress and subsequently led to
a default on its debt. In response to these circumstances, the Commission oversaw a
“workout” process in the late 1980s that resulted in an increase in rates, creditor
concessions, and the adoption of variable rates for the Smelters tied in part to the
LME price of aluminum. The Big Rivers “workout plan” relied heavily on sales by
Big Rivers of its excess capacity into the market at prices greater than its variable
costs to generate.

When market prices subsequently plummeted in the late 1990s, the
Company’s market sales margins also plummeted and it was forced to file for

bankruptcy so that it could restructure its operations and its debt and rescind the
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fraudulent coal contracts. Under the oversight of the Bankruptcy Court, the
Company entered into a series of transactions and agreements with its creditors and
other parties that fundamentally transformed the structure and operation of the
Company, including its relationships with the Smelters and its obligation to serve the
Smelter loads, and restructured its debt.

Under the Reorganization Plan approved by the Bankruptcy Court and the
transaction documents approved by the Commission in Case Nos. 97-204 and 98-
267, Big Rivers restructured and downsized its operations and its obligations. The
Company entered into an agreement to lease its power plants to Western Kentucky
Energy Corp. (“WKEC”), an affiliate of LG&E Energy Corp., for a 25 year term.
WKEC also assumed the operation and maintenance of the Company’s generating
plants. This restructuring allowed the Company to reduce its scope of operations,
reduce staffing, and reduce its expenses. The Company used the lease income from
WKEC to cover the debt service costs incurred to finance the generating plants.

Pursuant to these agreements, Big Rivers also successfully shed the Smelter
loads and its obligation to serve the Smelters. The agreements specified that LG&E
Energy Marketing, Inc. (“LEM”™), an affiliate of WKEC, “will supply directly to
Henderson Union and Green River the wholesale power needed to serve Alcan
[Sebree Smelter] and Southwire [Hawesville Smelter] with LEM assuming all the
risks for the Smelter loads,” according to the Commission’s Order in Case No. 97-

204 at 9. (emphasis added).
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To meet its non-Smelter load requirements, Big Rivers then entered into a
power purchase agreement with LEM for the same 25 year term as the lease.
Although the Big Rivers agreement with LEM did not terminate until 2023, the
Hawesville Smelter agreement terminated in 2010 and the Sebree Smelter
Agreement terminated in 2011. The Smelter termination dates ultimately contributed
to the Unwind Transaction, which led to the most recent circumstances, including the
requests in this proceeding.

The 1998 bankruptcy reorganization was extremely beneficial. It allowed the
Company to downsize, reduce its cost structure, reduce the operating risk and cost
exposure from operating and maintaining its generating plants, shed the uncertainty
and risk of any load obligation to the Smelters, and eliminate the excess capacity that
previously existed by matching its supply to its non-Smelter load requirements. In
its Order in Case No. 97-204, the Commission stated that “Once the necessary
approvals for the Reorganization Plan have been secured, Big Rivers will be out of
the generating business while retaining its wholesale supply, transmission, and
planning functions.” (emphasis added). The Commission’s Order in Case No. 97-
204 provides a more detailed description of the Company’s troubled history and the
1998 reorganization at pages 1-11.

This arrangement continued until 2009 when the Unwind Transaction was
consummated, primarily to resolve the scheduled termination of the Smelter

agreements with LEM and to address LEM’s desire to prematurely terminate the
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power purchase agreement with Big Rivers. At that time, the Smelters faced market
prices significantly greater than the LEM contract prices and significantly greater
than the rates/contract prices they could achieve if they again were served by Big
Rivers at cost-based rates. More specifically, the Smelters paid LEM a fixed rate of
$25/mWh for approximately 70% of their requirements and an average rate of $50 to
$60/mWh for market purchases to meet their remaining requirements. This resulted
in a blended cost to the Smelters of $35/mWh, according to the Commission’s Order
in Case No. 2007-00455 at 14. In other words, the Smelters faced market prices of
$50 to $60/mWh for all of their requirements after their agreements with LEM
terminated in 2010 and 2011. The Smelters claimed that they would be forced to
shut down if the Unwind Transaction was not approved because they could not
economically operate the Smelters at market prices.

Consequently, the agreements between Big Rivers, WKEC, and LEM were
terminated early, including the lease agreement, and Big Rivers re-entered the
generating business so that it could serve the Smelters, among other reasons. Big
Rivers commenced operating and maintaining its power plants and again assumed
the risk and obligation to supply the Smelter loads. Big Rivers entered into new
agreements with each of the Smelters to supply their loads at rates/contract prices
that were cost-based and that could be adjusted as the Company’s costs increased or
otherwise changed. Big Rivers and the Smelters also received cash payments from

LEM in conjunction with the Unwind Transaction. The amounts received by Big
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Rivers were used to restructure its debt, establish cash reserves, and to establish the
Economic Reserve (“ER”) fund and the Rural Economic Reserve (“RER”) fund.
The ER and RER were established to buy down future non-Smelter customer rate
increases due to projected increases in fuel and environmental costs. However, the
Smelters agreed to assume the risk and pay for increases in Big Rivers’ fuel and
environmental costs under cost-based rates in exchange for the cash payments
received upfront from LEM. The Commission’s Order in Case No. 2007-00455
provides a more detailed description of the Unwind Transaction and the

circumstances that led to that transaction at pages 1-23.

Did the new agreements pursuant to the Unwind Transaction provide the
Smelters with an option to terminate if market prices subsequently were less
than Big Rivers’ cost-based rates or to avoid cost-based rate increases?

No. The Smelter agreements did not have a market price “opt-out” provision. The
agreements did not grant either Smelter an option to bypass the Big Rivers’
generating resources and cost-based rates if market prices declined below those cost-
based rates. The only “out” pursuant to the agreements was if the Smelter planned to
cease smelting operations and to shut down permanently. Pursuant to this provision,
the Smelter was required to provide a statement, under oath, from its Chief Executive
Officer, that it planned to cease smelting operations, and that it had no plans to

continue or resume smelting operations in the future.
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This provision was essential to protect Big Rivers and its non-Smelter
customers from the risk of the Smelters subsequently bypassing Big Rivers and
meeting their power requirements in whole or part through market purchases if
market prices dropped below Big Rivers’ cost-based rates. The purpose of the
provision was to protect customers from the stranded costs and massive rate
increases that bypass would cause if the fixed costs incurred to serve the Smelter

load instead were allocated to the non-Smelter customers.

The Smelters Caused The Big Rivers Excess Capacity And Stranded Costs

Did the Smelters cause the excess capacity and stranded costs on the Big Rivers
system?

Yes. The Smelters ultimately concluded that the “out” provision in their contracts
really did not require them to shut down and cease smelting operations permanently.
Instead, the Smelters concluded that the “out” provision could be used to bypass the
Big Rivers generation resources and obtain lower cost market prices while avoiding
paying for any of the fixed costs that were incurred to serve them.

Prior to providing their respective Termination Notices, each Smelter
engaged in negotiations with Big Rivers to obtain rate reductions. These
negotiations were unsuccessful, even though Alcan offered to continue purchasing
from Big Rivers at a lower rate of $43/mWh that still would have paid Big Rivers a

portion of the fixed costs incurred to serve the Sebree Smelter.
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Pursuant to those contracts, the CEOs of the parent companies of each
Smelter certified that they intended to terminate and that they had no current
intention to continue operations at the Smelters once they terminated service with
Big Rivers. Century provided Big Rivers its Notice of Termination on August 20,
2012. The President and CEO of Century parent certified that Century had “made a
business judgment in good faith to terminate and cease all aluminum smelting at
the Hawesville Smelter” and certified that it had “no current intention of
recommencing smelting operations at the Hawesville smelter.”

Despite the representations made in its Notice, Century shortly thereafter
commenced negotiations with Big Rivers on or about October 1, 2012 in an attempt
to continue operating the Hawesville Smelter, bypass the Big Rivers supply
resources and costs, and acquire lower cost market-priced power. After Century
provided its Notice, Big Rivers filed the Century rate case on January 15, 2013,
primarily to recover the “stranded” fixed costs from the remaining customers that no
longer would be paid by Century. The Commission authorized a rate increase of
$54.2 million in that case.

Two weeks after Big Rivers filed the Century rate case, on January 31, 2013,
Alcan provided Big Rivers its Notice of Termination. The CEO of its parent
company certified that it had made a business judgment in good faith to terminate
and cease all aluminum smelting at the Sebree Smelter. Big Rivers filed the

“Alcan” rate case on June 28, 2013, specifically and solely to recover the “stranded”
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fixed costs from the non-Smelter customers that no longer would be paid by the
Sebree Smelter. That request for an increase of $70.4 million on the non-Smelter

customers still is pending.

Are the Smelter terminations the primary cause of the Century and pending
Alcan rate increases?

Yes. The Rural and Large Industrial customers face massive rate increases, while
the Smelters anticipate massive reductions, achieved by bypassing the Big Rivers
generation resources and costs, thereby stranding the fixed costs and attempting to

transfer their responsibility for those costs onto the non-Smelter customers.

Why should the Commission modify the agreements so that the Sebree Smelter
rate includes a stranded cost or market access charge to mitigate the imposition
of stranded costs on non-Smelter customers?

First, Big Rivers sized its system and incurred the investments in the generating
plants to serve the Smelter loads. Big Rivers reacquired its generating plants from
WKEC primarily to serve the Smelters at lower cost-based rates so that they could
economically continue smelting operations. In other words, the Smelters caused Big
Rivers to incur the fixed costs that now cannot be avoided unless Big Rivers
successfully divests the generating plants.

Second, the Smelter terminations caused the excess capacity and caused the
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related fixed costs to be stranded. Excess capacity is measured by the reserve
margin. The Big Rivers reserve margin is the difference between the mW of
capacity owned or purchased by Big Rivers and the mW of load that it is obligated to
serve divided by the mW of load. The required planning reserve margin in MISO is
16.7%. Afier the Sebree termination, Big Rivers will have a reserve margin of
128.4%, or more than 900 mW of capacity in excess of what it requires to sérve the
remaining non-Smelter load. 900 mW is enough power to serve approximately
400,000 homeowners. The following graph portrays the Big Rivers reserve margin
when it served both the Hawesville Smelter and the Sebree Smelter, after the
termination of the Hawesville Smelter, and then after the termination of the Sebree

Smelter.

Big Rivers Installed Capacity v. Native Load Scenarios

{Reserve Murpin % indizated)

Ba% 54.4% 128.8%

w;
&
8

w Smelters wio Contury w/e Alcan and
Century

The Smelters used the termination provisions of their present contracts to
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bypass and avoid their responsibility to contribute to the fixed costs that were
incurred by Big Rivers to serve them. The Smelters did so by claiming that they had
made business judgments in good faith to terminate and cease all aluminum
smelting and that they had no current intention of recommencing smelting
operations. Their actions have been inconsistent with these representations.

Third, there is strong precedent for the imposition of stranded cost or market
access charges on customers in other states that have allowed market access,
generally through deregulation of generation. In those states, the incumbent utilities
were allowed to recover their stranded costs from “shopping” customers through
non-bypassable distribution charges. The customers who accessed the market were
not allowed to escape their obligation to pay the utility for the costs that the utility
incurred to serve them and that now could not be avoided. Nor were the customers
who accessed the market able to force the utility’s non-shopping customers to pay
the utility on their behalf. I provide a more extensive discussion of stranded costs
and the obligation of the customers to pay these costs in the next section of my
testimony.

Finally, a contribution toward the Big Rivers’ stranded fixed costs by the
Sebree Smelter in the form of a market access fee will enhance the financial stability
of Big Rivers. This will lessen the chances that the utility will have to reorganize

under the bankruptcy laws. Avoiding such a crisis is balanced and reasonable.

J. Kennedy and Associates, Inc.
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III. THE COMMISSION SHOULD INCLUDE A MARKET ACCESS CHARGE IN

Q.

THE SEBREE SMELTER RATE

Do you recommend that the Commission actually include a stranded cost or
market access charge to mitigate the stranded fixed costs at this time?

Yes. The Commission should modify the new rate agreements to include a market
access charge. This is essential because the agreements in this proceeding establish
the rate. The revenues from such a charge then should be used to effectively reduce

the revenue requirement for the non-Smelter customers in Case No. 2013-00199.

Please describe how the market access charge should be calculated and applied.

The market access charge should be computed each month in a manner similar to the
fuel adjustment clause whereby the actual market cost for the month is subtracted
from the $43/mWh benchmark and then actually collected as a distribution charge by
Kenergy in the second month following. Kenergy then would remit the revenues to
Big Rivers. Big Rivers would recognize the revenues each month on an accrual
basis in accordance with GAAP. In that manner, there will be no lag in recognizing
the revenues for accounting purposes. The amount received by Big Rivers would be
refunded to consumers through the operation of the Economic Reserve. The
$43/mWh benchmark should be adjusted annually for inflation so that the relative

position of the parties remains constant over time.
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Should the Commission authorize a market access charge that could be
negative?

No. The market access charge should never be negative. The only circumstance
where the computation could result in a negative rate would be if the market price is
more than the $43/mWh. If that occurs, then the market access charge would be $0.
The purpose of the market access charge is to require the Sebree Smelter to pay a
portion of the stranded fixed costs that it incurred. The purpose is not to protect the
Sebree Smelter from market prices greater than $43/mWh or to provide a hedge
against market price increases. A negative charge would be an additional subsidy to

the Sebree Smelter by the non-Smelter customers and is inappropriate.

Should the Commission view the electric service arrangements as a “take it or
leave it” proposition?

No. The Commission is statutorily charged with setting rates at fair, just, and
reasonable levels and on a non-discriminatory basis. The electric service
arrangements constitute the “rate” to the Sebree Smelter. The Commission should
impose its judgment on the requested rates, the same as it does in every other utility

rate case that it considers.
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Do the electric service arrangements require Big Rivers to retain its excess
capacity in order to provide the Smelters an option to return to the Big Rivers
system at some time in the future?

No. Big Rivers is not obligated to maintain sufficient capacity to allow the Smelters
to return to the Big Rivers system, according to the specific terms in several of the
contracts. Consequently, Big Rivers should make every effort to mitigate its fixed
costs by minimizing any operation and maintenance expense and capital
expenditures at the idled power plants, including, but not limited to, retirement or

sale of the units if economically justified.

IV. THE EXPERIENCE IN OTHER STATES DEMONSTRATES THE NECESSITY
AND EQUITY OF A STRANDED COST OR MARKET ACCESS CHARGE

Please define the term stranded costs.

Stranded costs are fixed costs that were incurred to provide utility service and now
cannot be avoided, at least in the short-term, if customers are allowed to access
market power and bypass the incumbent utility’s generation resources.

These costs include the cost of utility generating plants and related
infrastructure (depreciation), costs to finance the generating plants and infrastructure
(interest and margin or return on equity), property taxes, insurance, ongoing and
unavoidable operation and maintenance expense, and ongoing and unavoidable

administrative and general expenses.
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Are these the same type of stranded costs that Big Rivers seeks to recover from
its non-Smelter customers in the pending rate case, Case No. 2013-00199?
Yes. As aresult of the Smelter terminations, Big Rivers plans to shut down the 420
mW of capacity at the Wilson generating plant and the 450 mW of capacity at the
Coleman generating plant. In Case No. 2013-00199, Big Rivers attributed the
shutdown of the Wilson generating plant and the entirety of the rate increase request
to the Sebree Smelter termination. In Case No. 2012-00535, Big Rivers attributed
the shutdown of the Coleman generating plant to the Hawesville Smelter termination
and nearly the entirety of the rate increase request to the Hawesville Smelter
termination.

Once the Sebree Smelter transitions to market-based pricing and bypasses the
Big Rivers generating resources, it will be more economic for Big Rivers to shut
down the Wilson plant than to continue to operate the plant and sell the output into
the MISO markets. In other words, Big Rivers projects that the revenues from sales
into the MISO markets will be less than the costs to continue to operate the Wilson
plant even without consideration of the fixed costs. Once the Coleman plant is no
longer necessary as an SSR and the Hawesville Smelter no longer pays certain of the
Coleman plant costs, then it will be more economic for Big Rivers to shut down the
Coleman plant.

Unfortunately, Big Rivers will not be able to avoid the fixed costs of the
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Wilson and Coleman generating plants in the near-term, although it could reduce or
eliminate these costs if it sold or retired the plants. Thus, the Smelter terminations
stranded these fixed costs and they will remain stranded and unavoidable until the

circumstances change.

Who should pay these stranded fixed costs?

There are only three potential parties who can do so: 1) the Smelters, who caused the
stranded costs to be incurred to serve them, 2) the remaining non-Smelter customers,
who do not have a market access option and cannot bypass the Big Rivers generating
resources and related costs, and 3) the Company’s creditors.

Big Rivers itself cannot pay the stranded fixed costs, except temporarily and
then only if it has available margins and cash in excess of its debt service
requirements and the contractual obligations to its creditors. It is owned by the
distribution cooperative members, which in turn are owned by their members and
customers. Their investment in Big Rivers is represented by the members’ equity and
margins. Unlike the investor owned utilities, Big Rivers has no shareholders. Big
Rivers also is financed by the creditors. Their investment in Big Rivers is
represented by the debt outstanding.

Of the three parties that can pay the stranded costs, the obvious choice is the
Smelters. Big Rivers incurred the fixed costs to serve them. The Smelters caused

the excess capacity and stranded fixed costs when they terminated their contracts.
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While Hawesville Smelter currently has no ability to pay, the profitable Sebree
Smelter certainly does. The second most obvious choice is the creditors, all of which
have some degree of control over Big Rivers and indicia of ownership. For example,
the RUS exercises supervisory control over Big Rivers and must approve nearly
every major management decision. The creditors are sophisticated lenders who
understood the risk of the Smelter terminations and were actively involved in the
Unwind Transaction, yet they elected not to require long-term contracts with the
Smelters to ensure repayment. The creditors also refinanced Big Rivers’ debt last
year and loaned additional amounts with the full knowledge of the likely and
impending Smelter terminations. They assumed the risk in exchange for added
proﬁts from increased lending. The least appropriate choice is the non-Smelter
customers. Big Rivers did not incur the fixed costs to serve them. The non-Smelter

customers did not cause the excess capacity or the stranded costs.

What is the precedent for recovery of stranded costs in other states where
customers are allowed market access?

Many states deregulated their generation service in the late 1990s through the early
2000s. These states include Connecticut, Texas, Ohio, Maine, New Hampshire, New
Jersey, New York, and Pennsylvania. For most utilities, the transition to market
access resulted in stranded generation costs, where the stranded costs generally were

defined as the excess of the net present value of the cost of service, assuming
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1 recovery of the net book value of the utility’s generating assets, over the net present
2 value of the projected market revenues.
3 The stranded costs caused by the customers who accessed the market and no
4 longer took generation service from the incumbent utility were charged to those
5 customers who “shopped” in the form of a non-bypassable stranded cost distribution
6 charge by the incumbent utility.”
7 In this case, approval of the proposed Sebree Smelter agreements would
8 effectively deregulate electric generation service only for the Sebree smelter,
9 allowing it to purchase electric generation service from the market even though it
10 will do so pursuant to the agreements and will remain a retail customer of Kenergy.
11 Accordingly, it would be not only reasonable, but also consistent with the precedent
12 in other states if the Commission required the Sebree Smelter to pay at least a portion
13 of the stranded costs that it caused by its decision to purchase electric service from
14 the market and bypass the Big Rivers generation resources.
15
16 Q. Do you have any final comments?
17 A. Yes. The Commission should view the market access charge as one component of a
18 comprehensive solution to the Smelter terminations and the allocation of the stranded

? Connecticut General Statutes Annotated §16-245g; 220 Illinois Compiled Statutes Annotated §5/16-
108; 35 Maine Revised Statutes §3208; Maryland Code, Public Utilities §7-513; Massachusetts General Laws
164 §1G; New Hampshire Revised Statutes §374-F:3; New Jersey Statutes 48:3-61; Ohio Revised Code R.C.
§4928.37; 66 Pennsylvania Consolidated Statutes §2808; Rhode Island General Laws §39-1-27.4; Texas Code
§39.252.
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costs among the various stakeholders. The Commission implemented one
component in Case No. 2012-00535 when it allocated to the creditors the risk of
recovering deferred depreciation expense. The market access charge component
ensures that the Sebree Smelter pays at least a modest amount toward the costs that
were incurred by Big Rivers to provide service and that will be stranded when it
transitions to market-based rates provided by Kenergy. A financial contribution
from the Sebree Smelter will improve the finances of Big Rivers and lessen its

bankruptcy risk.

Does this complete your testimony?

Yes.

J. Kennedy and Associates, Inc.
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AG HEARING EXH. NO. __

THE STATE CORPORATION COMMISSION
’ OF THE STATE OF KANSAS

Before Commissioners: Mark Sievers, Chairman
Thomas E. Wright
Shari Feist Albrecht

In the Matter of the Application of Grain
Belt Express Clean Line LLC for a Siting
Permit for the Construction of a High
Voltage Direct Current Transmission Line in )
Ford, Hodgeman, Edwards, Pawnece, Barton, )
Russell, Osborne, Mitchell, Cloud, Washington, )
‘Marshall, Nemaha, Brown, and Doniphan ' )
Counties Pursuant to K.S.A. 66-1,177, ct seq.

et Ncast

Docket No. 13-GBEE-803-MIS

ORDER GRANTING SITING PERMIT

This matter comes before the State Corporation Commission of the State of Kansas
(Conmmission) for consideration and decision.' Having examined its files and records, the
Commission finds and concludes as follows:

L. On July 15, 2013, Grain Belt Express Clean Line LLC (Grain Belt Express) filed
~ an Application with the Commission pursuant to the Kansés Electric Transmission Siting Act
{Siting Act), K.S.A. 66-1.177 er seq. The Application is for a siting permit conferring on Grain
Belt Express the ri;,ght to construct the Kansas portion of a multi-terminal 2600 kilovolt {(kV)
high voltage direct current (HVDC) transmission line, and an HVDC converter station and
associated transmission facilitics, running from near the Spearville 345 ¥V s&bstation in Ford
County, Kansas, to a delivery point near the Sullivan 765 KV substation in Sullivan County,
Indiana.! The line proposed by Grain Belt Express will go through Ford, Hodgeman, ;§‘dwards,
PawneegtBarton, Russell, Osborne, Mitchell, Cloud, Washington, Marshall, Nemaha, Bf#nm, and

Doniphan Counties in Kansas.

' See Application, p. 1 (July 15, 2013).
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2. | The Commission has jurisdiction over the Application under the Siting Act. The
Commission has full power, authority, and jurisdiction to supervise and co,ﬁtrol electric public
utilities doing business m Kansas and is empowered to do all ;shings necessary and cénvenient, for
the exercise of such power, authority, and jurisdiction.?' |

3. The following parties were granted intervention in this docket: Thomas and
Deborah Stallbaumer, pro se; Matthew Stéllbaumer, pro se; Cynthia Dettke Thoreson, pro se;
Nancy Vogelsberg-Busch, pro se; Donald Miller and Jana Reed, pro se; the Irene Miller Family
_’I"rust; Mai Oil Operations, Inc.; ITC G:eat Piaim, LLC; Mid-Kansas Electn'(; Company, LLC;
Sunflower Electric Power Corporation; Westar Encrgy, Inc. and Kansas Gas and Electric
Company (Westar): Nemaha-Marshall County Electric Cooperative; the Board of Marshall
County Commissioners; and the Coalition for Landowners, the Environment, and Natural
Resources (CLEANR).

4, In issuing or withholding a 4siting permit, the C:cmﬁaission must decide the
necessity and reasonableness of the location of the proposed electric transmission line, taking
into consideration the benefit to consumers in and (Qmside Kansas as well as ecoaorpic
development benefits in Kansas. The Commission may condition the permit as it deems just and
reasonable and to best protect the rights of all interested parties and the general ?nbiic?

5. Grain Belt Express estimates it Wi.li cost approxdmately 5900,0062000 to construct
the Kansas DC Facilities. The Grain Belt Express ?roject is a merchant transmission line, and its

cost will not be recovered through the SPP cost allocation process. The cost of the Proj ect will be

*K.8.A.66-101; K.S.A, 66-101a; K.S.A. 66-184.
SK.S.A. 66-1,180.



borne by ihe investors m Clean Line and Grain Belt Ez;press’s transmission customers, and not.
by the eleciricity consumers of Kansas.*

6. Grain Belt Express engaged the services éf i-,ouis Berger 1o assist in selecting the
Proposed Réute. Louis Berger is a privaiely‘ held consulting firm providing engineering,
architecture, program and construction management, environmental planning and science, and
economic development services on an intema;tior;al scale.”

7. In collaboration with Louis Berger, Grain Belt Express conducted a series of
community roundiable meetings to obtain proactive input on routing :;pportunities and
constrainis, as ‘w‘cil as'a scries of public open house mcetings designed to elicit input from
residents and landowners aloﬁg several potential routes. Grain Belt Express also obtained
.feedbac.k from state and federal agencies, as well as public interest groups. Grain Belt Express
conducted the open houscs and obfained stakeholder pariicipation in hopes of minimizing and
miligaling potential adverse impacts of the Project. Grain Belt Express carefully considered all
inputs received when selecting the Proposed Route.®

8. Grain Belt Express plans to use both lattice structures and tubular steel monopole
structures for the Project, based on specific conditions at particular locations or in particular
segments of the line. Most structures are expected to be between 100 to 175 fect tall, with taller
- structures potentially required at river crossings and in certain other siiaéticzis such as where
Iéﬁger span lengths are required. The foundation piers of the typical structure will be 3 feet to 6

feet in diameter for lattice structures and 7 feet to 11 feet in diameter for monopojes. The

transmission line will be bipolar with two bundles of three conductors. Typical span lengths will

* Application at 8.
S Id atq 9.
8 1d. at g 10,



be 1,500 feet between siructures where lattice structures are used and 1,200 feet éctwmn E
structures where monopoles are used, with shorter or longer span lengths where warranted by
conditions in specific locations. The £600 kV converter stations will be rated at approximately
3,756 MW in Kansas.”

9. The nominal width of the DC Line righ‘i~of-way‘ will be 150 to 200 feel.
Landowners will be able 1o use the DC ALine right-of-way for any agricultural purposc, provided
said purpose does not interfere with the use of the Project by Grain Belt Express, and is not
hazardous to the landowner, th¢ Project, or to the public generally. No structurcs wi'li be allowed
in any portion of the right-of-way. Trees and brush in the right-of-way will be trimmed or
removed as necessary. Except in the case of certificated organic farms, or upon request by the
landowner or by neighboring landowners, hcrbicides may be used to control vegetation in the
right-of-way.®

10.  Easements will be procured from Iaﬁde&vners prior {o construction. Landowncers
will be compensated for damages related to crop losses that are dircetly attributable to
construction of the Project. In its transmission line eascments, Grain Be}f Esxpress will provide
Jandowners with indemnification protections and with certain releases of liability.”

11.  Construction of the proposed route is scheduled to start as eardy as 2016 with
completion as early as 2018.' |

12. The Commission entered into the record the following testimony:

a. Grain Belt Express: Direct testimony of Michael Skelly, Mark Lawlor,

David Berry, Wayne Galli, and Timothy Gaul; Rebuttal testimony of

TId at g 13,
14 atgy 18, 19.
? Id. at § 20.
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Mark Lawlor and Wayne Galli; Testimony in Response to Written and
Public Hearing Comments of Wayne Galli, Timothy Gaul, Mark
Lawlor and John McBeath; and Rebuttal Testimony in Response to
Staff’s Response to Public Comments of Mark Lawlor.

b. Commission Staff: Direct testimony of Michael Wegner and Thomas
DeBaun; Testimony in Response to Public Commegis of Michael
Wegner and 'Ihoﬁmas DeBaun; and Supplemental testimony of Michael
Wegner.

c. Westar: Direct testimony of David Benak.

d. Matthew Stallbaumer: Direct lestimony.

13.  With their Application, Grain Belt Express submitted a list of landowners of
record whose land or interest therein ‘;vas: (1) proposed to be acquired {6 construct ?he proposed
line, or (2) located Vwithin 1,000 feet of the center line of the easement where the line is proposed
to be located, exceeding the 660-feet statutory requirement.™!

14.  The Commission conducted four public hearings in this docket pﬁrsmant to K.S.A.
66-1,178: on August 12, 2013, in Seneca, Kansas, on August 14, 2013, in Beloit, Kansas, on -
August 20, 2013, in Russell, Kansas, and on August 22, 2013, in Kinsley, Kansés, Al each of the
public hearings, any member of the public who indicated a desire to sgeak before the
Commission was granted an oppommity to ask questions of Grain Belt Express and Comﬁssién
Staff prior to entering sworp testimony into the record in this case. No one was baz;ged from
entering sworn testimony at any of the four public hearings. Staff estimates more ﬁihan 700

people attended the public hearings and the Commission received 56 swom statements from the

" 1d. at 723 and Exhibit D (landowner list).



_public. In response to comments made at the public hearings, Staff filed festimony addressing
concerns raised as well as route modifications proposed by several affected landowners.

15.  In an affidavit filed August 9, 2013, Grain Belt Express explained they delivered
by certified m’éil, return receipt requested, to owners of record of property located within 1,000
feet of the center line of its proposed HVDC transmission line: notice of the Application for a
siting permit, a copjf of a map of the proposed route, writtcn notice of the dates, iimes, and
locations of the four public hearings to be held before the Commissicn, and detailed information
on how to submit a public comment directly with thc Commission’s Public Affairs and
Consumer Protection Division within the cstablished comment period.”> The Commission
rec‘efvch and entered into the record over 2,600 public cdmmcnts in this docket, including
peﬁ{ions, tclephoned comments, emailed comments, and letiers,

16.  The Commission finds Grain Belt Express complicd with the requirement to send
not?cc to all landowners of rccord whose land or interest therein is proposed to be acquired in
connection with the construction of the line.” The Applicant excceded the reéuiremems of
K.S.A. 66-1,178(a)(2) by including landowners within 1,000 feet of the center liﬁe of the
ease-mént of the proposed line. The Commission finds Grain Belt Express complicd with the
publication notice requirement and agrees with Siaff”s assessment that the A?pﬁcant provided
adeqﬁ.a;e. notice to landowners. :‘

17.  Mai Oil argues it was not properly notified of the proposed line as an oil and gas
minecral righls owner, citing K.S.A. 66-1,178(a)(2). “Ordinary u-fards are to be gifgen their

ordinary meanings without adding something that is not readily found in the statute or

‘f See Affidavit of Publication and Notice to Landowners, pp. 1-2 and 35-73 (Aug. 9,2013).
P K.S.A. 66-1,179. :
6



eliminating that which is readily found therein”"*  In construing a statute, the intent of
legislature governs, when it can be ascertained from the statute.'” Ordinary words are interpreted
without adding something not found m the statute or eliminating language found in the statute. 16
The ordinary words contained in K.S.A. 66-1,178(2)(2) indicate only “the names aﬁé addresses
of the landowners of record whose land or iﬁterest therein is proposed to be acqu?rcd in
connection with the construction of or is located within 660 feet of the center line of the
easement where the line is proposed to be located” are required ié be listed in a utility’s line
siting application and given nétice of the proposed linc, (Emphasis added}. Any contention by.
Mai Qil that the notice requircment of K.S.A. 66-1,178(a)(2) includes owners of oil and gas
interests thus fails. Moreover, Mai Qil’s attorney testified at the public hearing held in Russell,
Kansas.!” Mai Oil therefore had constructive notice of the propéscd line and the public hearings
il;l this easc.

18. - The Commission held ﬁn evidentiary hcaring on October &, 2013. Grain Belt
Express, Staff, ITC Great Plains, Nemaha-Marshall County Electric Cooperative, and CLEANR
appeared by counscl. The Irene Miller Family Trust, Mai Oil, and the Board of Marshall County
Commissﬁncrs did not appear by counscl, and Westar, Mid-Kansas, and Sunflower all waived
their appearances at the hcaring. Eight witnesses appeared at the hearing, five on behalf of the
Applicaﬁt, two on behalf of Staff, and Matthew Stallbaumer. Testimony of {é’cstar’s wilness
was édmitted into the record.without objection, The Commission limited several intervenors®

participation in the proceedings to making opening statements and filing post-hearing briefs.

* Bluestem Tel. Co. v. Kansas Corp. Comm'n, 33 Kan. App. 2d 817, 109 P.3d 194, 196 (20053).
™ Bluestem, 33 Kan, App. 2d at 824,
% 1d. a1 324-25. :
"7 Transcript of Proceedings, Russell, Kansas Public Hearing, August 20, 2013, Testimony of Dennis Davidson, pp.
30-33.
7



. Necessity of the Proposed Line

19.  In issuing a ‘siting permit, the Commission must determine the necessity of the
proposed transmission line. In deciding necessity, the Commission considers “the benefit to both
consumers in Kansas and consumers outside the state and economic development benefits in
Kansas.™'® The Commission is required to “issue or withhold the permit applied for and may
condition such permit as the commission may deem just and reasonable and as may, In ifs
judgment, best protect the rights of all interested parties and those of the general public.”!”

20.  While the Kansas Legislature did not define the c;iieria to determine necessity of
a proposed electric transniission line, the Commission considers whether the line promotes the
public interest,*

21.  Addressing the purpose of the proposed line, Grain Belt Express explained:

a. “The proposed Project is designed to facilitate the development and
export of wind resources from western Kansas to load and population
centers in Missouri, Illinois, Indiana, and siates farther cast. By
connecting Kansas® abundant supply of wind with large and growing
markets for wind power, the Grain Bell Express Project will facilitate
construction of thousands of megawatts ("MW} of new wind power
generation facilities in Kansas. ! '

22, Grain Bell Epress also asscrts the proposed line will expand renewable
generation resources and transmission infrastructure in Kansas, while using HYDC technology -
Whicﬂ allows for better control when injecting variable wind generation into the grid. Compared

- with AC lines, HVDC technology allows the transfer of significantly more power with less

power loss over long distances, and utilizes narrower rights of way, shorter structures, and fewer

¥ R.S.A. 66-1,180.
P
* See Order Granting Siting Permit, Docket No, 09-ITCE-729-MIS, 939 (July 13, 2009).
2! Application at § 4; Direct Testimony of Michael Peter Skelly, p. 6 (July 13, 2013) {Skelly Direct); Divect
Testimony of David A, Berry, p. 5 (July 15, 2013) (Bemy Direct),
8



conductors,”” Grain Belt Express argues the proposed project will make possible more wind
gengration that would displace other, less environmentally friendly sources of energy, and would
provide economic benefits to Kansas in the form of landowner contracts with generators for
royalties and construction of wind farms that would not otherwise be built due to insufficient
transmission facilities.® In Kansas, the proposed project is estimated 1o result in approximately
2,340 jobs annually during‘ the three-year construction period, and an estimated 135 jobs to
dperate and maintain the project on an ongoing Basis.?"‘ Additionally, construction of the
associated wind facilities in Kansas is estimated lo generate between 15,542 and 19,656 Kansas
jobs, while operating and maintaining the wind farms is expected to generate 528 Kansas jobs.”
Estimates are that during construction, the project wc;uld add $131.5 million to salaries and
wages spent in Kansas, $371 million to Kansas’s aggregate economic pméqct, and $6.76 million
a &ear to state income and sales lax reventes. 2

23.  The corxstruct:ion of wind farms’ and manuféctu%‘e of wind turbine components
facilitated by this project are estimaled io result in between $779 million and $1.026 billion of
salaries and earnings for those employed in that industry in Kansas. The economic impact of
those eatnings in the Kansas ec.ono‘my is estimated to between S2,284 billion and $3.268 billion.

The operahons of these wind farms were estimated to generate 528 ans $25 mi Izcm in earnings

* Initfal Brief of Grain Belt Express Clean Line LLC, p. 6 (Qctober 17, 2013) (Grain Belt Express Initial Brief);
Birect Testimony of Mark Owen Lawlor, Exhibit MCL-5 (July 13, 2013) (Lawlor Direct). .
* Grain Belt Express Initial Brief, pp. 6, 16; Skelly Direct, p. 6; Berry Direct, pp. 12, 19-20, 23-24; Transeript of
Pmceedmfrs, Testimony of Thomas DeBaun, pp. 212-213 {October 8, 2013) (Transcript).
** Berry Direct, p. 11.
» sfd.atpp 10-11.
% Pavid Loomis and 1. Lon Carlson, Economic Impact Study of the Proposed Grain Belt ‘Q\press Clean me. Project
(June'10, 2013), Exhibit DAB-2 Berry Direct (hereinafter cited as “Economic Development Study™).
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and add $73 million to the aggregate economy in Kdnsas, *7 The project and new wind farms will
also pm.vide additional tax revenue for local and State government authorities.”®

24, Crain Belt Express further posits the proposed project will not duplicate the
transmission services being provided by other public utilities in Kansas.™ It explains the
Southwest Power Pool (SPP) projects are developed to meet the intraregional needs of the SPP
member utilities, whereas the Grain Belt Express project will provide interregional transmission,
making Kansas wind exports to other Regional Transmission Organization (RTO) markets
possible® without adding costs to Kansas ratepayers.”’ Furthermore, the poicntiai wind
generation in Kansas is substantially greater than the transmission capacity available on the SPP
system.”> Grain Belt Expres; also argucs its project will benefit wholesale competition in the
clectricity market,® and will not have any negative impact on Kansas electric customers or
public utility sharcholders.*® Finally, Grain Belt Express argucs the economic benefits of the
proposed project established in its ﬁncontrovcﬁ*cd testimony amount io hundreds of miﬁions of
dollars for Kansas citizens and businesses.

23. | Grain Belt committed to landowner compensation that would pay the market

valte of the land for an easement to cross land, plus compensation for structures that could be

taken as a one-time payment or as an annual payment for as long as the transmission structures

* Berry Direct, p. 11.
* 1l arp. 8.
* fd. at pp. 4-5.
3% Transcript, DeBaun, p. 215.
** Skelly Direct, p, 5.
2 Transcript, DeBaun, p. 213.
* Skelly Direct, p.6; Berry Direct, pp. 12-13, Exhibit DAB-3.
% Skelly Direct, p.6; Berry Direct, p. 22.
-



are in place.®

Thus, landowners would receive the market value of their land over which the
lines pass while continuing to use the land so long as.the use did not interfere with the lines,

26.  In addition, because Kansas statutes exempt transmissioh lines from paying
property taxes for the first 10 years of thcir operation,’® Grain Belt committed to pay local
governments a one-time Construction Mitigation ?ayment fee of $7,500 per mile prior to the
commencement of ccmstructiz'm.37 Since the Kansas portion of the project is about 370 fni'les
long, this commitment amounts to $2.8 million in payments to local g.cwemmems in Kansas.

27.  Grain Belt provided evidence it is capablc of undertaking thisN i}ro}eci. One of
Grain Belt's investors is National Grid, a major utility with headquarters in the UK.® Also, the
project in Kansas is not the only transmission project being undertaken by Grain Belt  Grain
Belt’s affiliates are also devcloping three other high véitage long distance DC transmission
projects and an AC {ransmission line.* |

28,  Stalf recommends the Commission {ind Grain Beit Expréss’s proposed project is
necessary on the grounds the project has the potential to benefit Kansas directly and fo produce
“economic development benefits fof both Kansas and the SPP ;egion(‘"e Staff witnesses testified
the project is necessary o further wind 'deveiopmcnt in Kansas,*! would pmmofe current and

past Kansas Governors® initiatives which support wind development in Kansas, * furthers the

Kansas Electric Transmission Authoniiy’s (KETA) mission to build eif:cmc transmission

% Testimony of Mark Lawlor in Response of Written and Public Hearing Comments, p. 20 (Sept, 10, 201 3} {Lawlor
Respcnse)

¥ See K.S.A. 79-259.
3" Lawlor Respene, pp. 14-15.

** Skelly Direct, p. 17.

= Sk.em Directp. 11. ‘

o Darect Testimony of Thomas B, DeBaun p. 11 (Aug. 9, 2013) (DeBaun Direct).

Transcnpt Cross-Examination of DeBaun, p. 212; DeBaun Direct, p. 6.
2 1d. at, p. 7]:, DeBaun Direct, pp. 6-7.
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facilities in Kansas for the exportation of wind energy into other states,” and addresses an SPP
goal to develop transmission systems to cxport wind energy.* An additional benefit Staff’
identifies is the “merchant” nature of the proposed project, based on the fact tb: “cost causer” or
the end users of the demand, rather than Kansas ratepayers, will pay for the costs of the project.”

29. In this case, the evidence presented indicatéd that the project was being
undertaken to incent the construction of wind farms in southwestern Kansas and carry wind
generated electric energy to eastern markets. Thus, the commercial premise of the project is that
but for the traxisrﬁission line, the wind farms in southwestern Kansas would not be built,

30. TestimonAy indicated markets to the west, north and south were not ccanetﬁicaﬂy
feasible.™  Thus, the testimony suggested that the route from soutsxvestem Kansas to the cast
presented the only route to access economically feasible markets.

31.  Testimony also indicated the demand for rcnewable energy from the states in the
Midcontinent Independent System Operator, Inc. (MISO) and the Pennsyivania—Ne*& Jersey-
Maryland Interconnection, L.L.C. {PIM). grids would be 99.7 million MWh in 20135, 157.3
million MWh in 2020 and 194.8 million MWh in 2025 This decmand greatly excecds the
renewable generation capacity of the NﬂSO and PJM states, which téstimonv egiimated to be
83.1 mzlhon MWh in 2010.% Thus, the en'ldence shows Grain Belt Exprcss has a ready market

for i\ansas wind generated power carried east over its proposed transmission facnht}es

** 14 ; DeBaun Direct, p. 7.
™ I4. at p. 214; DeBaun Direct, p. 6.
- ¥ 1d. at p. 224; DeBaun Direct, p. 9.
* Transeript, Lawlor, pp. 106-108.
7 Berry Direct, p. 21, Exhibit DAB-4.
1 atp. 21,
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32.  The Commission finds it is physically necessary to 5&%1& a trzmsmissibn facility
that runs between southwest Kansas to castern Kansas if one wishes to sell wind energy from
southwestern Kansas to markets east of Kansas.

33.  Testimony indicated the project would enable about 15 million MWhs annually of
electricity gcﬁcrated by Kansés wind farms to be delivered and sold into the MISO and PIM
grid’s-f‘g As described above and coniai‘ned in the Economic Development Study, testimony
indicated the construction and operation of the wind farms and manufacture of wind turbine
components in Kansas would add between $2.3 and $3.3 billion to the Kansas cconomy.

34.  Grain Belt Express’s Exccutive Vice President of Strategy and Finance, David
Berry, sponsored a study of the benefits of the project io consumers in and outside of Kansas.™
The general approach taken was to develop a simulation model of electric demand in the MISO
and PJM states, {o make assumpﬁons about future demand in those states in 2019 and to simulate
how the sale of Kansas wind energy into thz_:sc markets would affect aggregate electric
generation costs and crissions levels of various pollutants,

35. - Grain Belt Express’s analysis of consumer benefits is that consumers — largely
outside of Kansas in the PTM and MISO states — benefit by a rcéuciion in the cost of electric

power generation ranging between $354 million annually to $546 million annually depending on

{
t

the assumptions made about 2019 demand levels. Grain Belt Express also asserts that consumers
would benefit by reductions in emissions levels.
36.  After reviewing the record, the Commission finds substantial cvidence in the

record as a whole to support a {inding of necessity 1o build Grain Belt Express’s proposed 600

P
Id. arp. 13,
* Bob Cleveland and Gary Moland, Grain Belt Express Project Benefits Study (Oct. 30, 2012), Exhibit DAB-3,
Berry Direct (hereinafter cited as “Benefits Study™),
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kV transmission line. The Commission finds that the evidence in the record establishes the need
for this line to address wind energy development in Kansas. Without this project, hundreds of
millions of economic dévelopment dollars would not be spent in Kansas, and the potential for
large scale wind farm development would be lost. The Commission ﬁn{is that this project will
have significant short- and long-term economic development benefits for the state of Kansas.

37.  The Commission {inds and concludes that the proposed transmission line provides
benefits to electric customers both inside and outside of Kansas and cconomic devéloément
benefits in Kansas* The Kansas economy will benefit from construction activities which will
require food, fuel, Jodging and other local supplies and services. in addition, the proposed line
and associated cconomic activity will have the long-term lasting impact of added Kansas jobs
and will achieve the transmission and wind development goals of SPP, KETA, and current and
past Kansas Governors. |

Reasonableness of the Proposed Line’s Route

38. In determining whether to issue a siting permit, the Commission must also
determine the reasonablencss of the location of the proposed electric transmission line”! The
Commission may condition a siting permit as it “may deem jﬁst and reasonable, and *e;s may, in
its judgment, best protect the rights of all intercsted parties and those of the ggneral public.”*
Kansas courts ha*v"e held that a condition is reasonable if 1t is based on substantial, cémpetant
evidence.”

39.  The prdposed route is supported by an exhaustive routing ctfort docuzzjénfed in

the Kansas Route Selection Study (Routing Study) prepared by Louis Berger and sponsored by

TK.S.A. 66-1,180.

2y | ‘

# See Kansas Electric Power Coop., Inc. v. State Corporation Comm'n, 235 Kan. 661, 663, 683 (1984).
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Grain Belt Express witness Timothy Gaul. This effort included a three-stage public outreach
campaign to gather information relevant to the routing process from state and local officials, |
communify' leader:;:, landowners, agencies, conservation focused non-governmental
organizations, and other stakeholders.”™ Grain Belt Express recorded the information gathered
through the public outreach effort and integrated it into the process of route development,
r;fmement, and ultimately, the sclection of the proposed route.”

40. In developing the Routing Study, the Routing Team™ 1dcatxﬁcd a range of routing
constraints and opportunities through the use of Digital Aerial Photography, GIS data sources,
outreach ¢ﬂ’orts, and routc reconnaissance. The Routing Team uscd this information in
combination with General and Technical Guidelines to develop routes 1haf attempted to
minimize the overall effect of the line on natural and human environments while avoiding
unreasonable and circuitous routes and unrcasonable costs.>’ The General Guidelines in the
Routing Study consist of a series of ten principles, including maximiziné tSe length of the route, -
avoiding impacts to public resource lands and critical habitats, and minimizing substantial visuéxl
impacts, among others.® The Technical Guidelines in the ‘Rouﬁng Study address the physical
limitations, design, right-of-way requirements, and reliability concerns of the project

| v
infrastructure,”® These guidelines consist of cight technical principles that addressed issues such
as placement of structures, the cjrossing of existing transmission lines, and sep;raticn diszgmces

when paralleling existing transmission lines.®

# Lawlor Dlrect, pp. 6-15.
* Direct Testimony of Timothy B. Gaul, Exhibit TBG-1, pp. 2-2 through 2-3 (July ] 3, 2013) (Gaui Dxrect) Lawlor
Dxreeh pp. 6-15; Transcript, Wegner, p. ?43

% For members of the Routing Icam see Gaul Direct, Exhibit TBG-1, Appendix A; Transcript, Gaul, p. 158,
37 Gaul Direct, Exhibit TBG-1, pp. 2-6 through 2-9.
% 1d . p. 24,
g Iut
® Id., pp. 2-5 through 2-6.
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41, Staff reviewed the Applicant’s process to route the linf:‘and found both the
process utilized and the preferred route to be reasonable.’!  Staff based its determination of
reasonableness on both the Route Selection Study and Staff's own reconmaissance of the
proposed route, %

42.  The Commission finds and concludes the process to determine the route of Grain
Belt Express’s proi:osed transmission line and - the route proposed by the Applicant are
reasonable.

Modifications to the Route

43.  Landowners presented several route modifications to Grain Belt Express and Staff
during the pendency of this proceeding. Staff and Grain Belt Express agreed four alternative
routes were reasonable. Those four alternative routes are as follows:

a. Swenson/Johnson Alternative Route: This proposal moves the line
approximately ¥ mile to the north and provides for a greater distance
away from the Swenson's home, saving their shelterbelt, routing
through the Johnson's pasture land and spanning the odge of the
Johnson’s center pivot. . ‘

b. Steele Alternative Route: This proposal moves the line % mile north
instead of moving through the middle of the section and would begin
in the northeast comer of the Blau property.

c. Schmitt/Huffman Alternative Route: This proposal routes the line
paralle]l to the existing electric line located around the Schmitt’s
feedlot. Staff rccommended the Commission approve an alternative
wherein Grain Belt Express makes its line crossing as requested and
then continues in a parallel manner, thus avoiding the Schmitt’s farm
buildings.

d. Dockendorf Alternative Route: This proposal suggests moving the iiﬁe
approximately % to Y2 mile east in Sections 23 and 13 of Township 24

% Staff"s Post Hearing Brief, pp. 18-20 {Oct. 24, 2013); Transeript, Wegner, pp. 221-235.

%2 Direct Testimony of Michacl J. Wegner, P.E., pp. 7, 9, 10-13, {Aug. 9, 2013) {Wegner Direct); Transeript,

Wegner, pp. 243-244.
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South, Range 20 West. Grain Belt Express has sent notice to other
landowners that would be affected by this alternative.

44.  In deciding whcthér an alternative route is reasonable, the Commission has
traditionally considercd the additional cost directly attributable fo the altcrnative rouie.‘
However, the mere fact that an alternative route is estimated 1o cost more than the filed route
does not preclude a {inding that an altermative route is reasonable and should be adopted. Other
factors to consider include benefits gained by choosing the alternative route and the harm
avoided by moving the filed route.% |

45.  The Commission has evaluated each préposed routc modification.  The
Commission ha.'; an obligation to balance the interests of landowners in minimizing the impact
on their property with the costs associated with the project.  As discussed above, Staff found
Grain Belt Express’s proposcd route to be rcasonable, as well as seveml. proposcd route
modifications. |

46.  The Commission finds the route proposed in the Application is reasonable. After

. considering comments from landowners and the responses of Grain Belt Express and Staff, the

Commission finds the modifications to the proposed route spelled out in parégmph 43 are also
reasonable and are in the public interest,

47. During th’e pendency of this proceeding, several individuals or pa'r'ties have argued
Grain Belt Express should be required to bury the proposed transmission line in whole or in part.
Grain Belt Express witness Galli testificd numerous times that bury{ng the line is not only

technically impracticable but economically infeasible.® Staff witness DeBaun also ¢oncluded

% See Order Granting Siting Permit, Docket No. 10-ITCE-557-MIS, § 58 (Junc 30, 2010).

 Testimony of Dr. Wayne Galli in Response to Written and Public Hearing Comments, pp. 7-8 (Sept. 10, 2013)

(Galli Response); Direct Testimony of Dr. Anothony Wayne Galli, P.E., pp. 7-8 {July 15, 2013} (Gaili Direct);

Transcript, Galli, pp. 179-181, :
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underground construction of the Grain Belt Express ,prqject is not a viable alternative.” Grain
Belt Express presented further testimony and exﬁibits demonstrating the technical and economic
barriers to burying the line.*® The Commission finds the record evidence demonstrates burying
Grain Belt Express’s proposed transmission line would be both tecimicaﬂy impracticable and
economically infc;asible.

48.  Several partics also raised concerns regarding the proposed line’s impact on oil
and gas facilities and potential future drilling sitcs. Grain Belt Express has stated it “recognize[s]
the value of oil and gas production in the state and . . . [docs] not want to negatively impact that..
So we are of a poéiﬁen that we will make routing and engineéring adjustments to provide the
'appmpriate‘amount of setback and space iﬁ order . .. t0 work-m'th those facilities.™® Stafl’s
position is these concerns are micro-siting issues which should be addressed during Grain Belt
Express’s final planning and engineering stages of the project. The Commission agrees. Grain
Belt Express is directed to work with owners of oil and gas facilities along the proposed route.
and devclop adjustrr-lents‘ to the route as necessary to minimize impact to such facilities,

49.  Other concerns raised by in(ﬁviduals or parties in this procceding include the
following: concerns over the subsidizatiOn of wind generation, complaints about the ‘IZO—day
statutory deadline for a Commission order in line siting cases, concerns about Grain Belt
Expfess’s lack of experience and ability to build the project, concerns about ”the potential for
creating a utility corridor, concerns that the power generated and transmitted will not be used in

Kansas, visual impacts, impact on land value, impact on aerial spraying of crops, impact on

¢ Testimony of Thomas B. DeBaun in Response to Public Comments, pp. 12-15 (Sept. 12,2013} (DeBaun
Response). o
% Galli Response, pp. 4, 8; Galli Direct, p. 7; Transcript, Galli, pp. 196, 199-200; Transcript, Lawlor, p. 127;
Transcript, Skelly, pp. 137, [40; Galli Direct, pp. 7-8; Grain Belt Express Exhibit 3.
&7 Tramscript, Cross-Examination of Lawlor, p. 92,
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farming global positioning systems, eminent domain issues, health impacts on humans and
livestock due to electromagnetic fields and lightning, concerns regarding potential crossing of
existing electric faci_liti.es, concemn over the 10-year tax exemption for line siting projects granted
in K.S.A. 79-259, and inverse condemnation concerns. The Commission understands from the
public comments and materials presented by certain parﬁés in this case that these are issues of
great concern to them. However, the Commission finds most of these issues are either best
addressed in separate proceedings before the district courts of Kansas or do not fall within the
Commission’s jurisdiction to grant or withhold line siting appiicatibns under the statutory-
standard expressed above. Specifically, these concerns do not address the necessity of the line,
the reasonableness of the proposed route, economic development benefits, benefits to consumers,
or conditions that should Ee imposed on the line. |
Conditions

50.  Staff recommended the Commission make any order approving the Application

contingent on the following:

a. Grain Belt Express must also obtain requisite approval from Missouri,

Tlinois, and Indiana to construct the project; ‘

~ b. A sunset provision allowing Grain Belt Express five years from the
date of the Commission’s Order to begin construction of the project in
Kansas or otherwise be required to reapply; o

c. A requirement Grain Belt Express continue providing quarterly project
updates to the Commission until the project has been completed or
otherwise abandoned; ‘

d. The project remains a “merchant” transmission line only and not
become subject to funding by Kansas ratepayers as provided in the
Order Approving Stipulation and Agreement in Docket No. 1 1-GBEE-
624-COC. ‘

18



51.  Grain Belt Express did not object to the conditions proposed by Staff, but offered
alternative langnagc for two of the conditions which Staff witnesses did not object to at the
evidentiary hearing.®® The proposed alternative language is as follows:

a. The cost of the Project and any AC Collector System owned by Grain
Belt Express will not be recovered through the SPP cost allocation
process or from Kansas ratepayers.

b. Prior to commencing construction of the DC component of the Grain
Belt Project in Kansas, Grain Belt Express will obtain the state or
federal siting approvals required by law to begin construction on the
cntirety of the direct current portion of the Grain Belt Project outside
the state of Kansas. For the avoidance of doubf, transmission linc
siting approvals from the Missouri, Illinois, and Indiana state utility
commissions shall be sufficient to satisty this condition.

52.  The Commission {inds the conditions as recommended by Staff and modified by
Grain Belt Express are reasonable and shoul;i be adopted. -
33. Prior to commencing construction of the direct current component of the Grain
Belt Project in Kansas, erm Belt Express will obtain the state or federal siling apprévals
required by law to begin construction on the catirety of the direct current portion of the Grain
Belt Project outside the stat‘c; of Kansas. For the avoidance of doubt, transmission line siting
approvals from the Missouri, Hlinois, and Indiana state utility commissions shall be sufficient to
satisf}; this condition. |
534, The cost of the Project and any AC Collector System owned by Grain Belt
Express will not be recovered through the SPP cost allocation process or from Kansas ratepayers.
55.  Grain Belt Express is allowed five years from the date of the Commissiofi’s Order

to begin construction of the project in Kansas or otherwise be required to reapply.

& Franscript, DeBaun, pp. 220-221 ; Transcript, Wegner, pp. 235-240.
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56.  Finally, Grain Belt Express shall continue providing quarterly project updates to
the Executive Director, Geﬁerai Counsel and Director of Utilities of the Commission as directed
in Doéket No. 11-GBEE-624-COC until the project has been completed or otherwise abandoned.
- The requirement to file such quarterly reports is hereby transferred from Docket No. 11-GBEE-

624-COC to the present docket.
Conclusion

57. The Commission finds the Grain Belt Express line will make possible the
utilization of hefetofore undeveloped wind energy potential in Kansas and will have significant
short- and long-term economic development bencfits for Kansas and the SPP region. Therefore,
based upon a review of the record as a whole, the Commission concludes the proposed electric

' transrission line is necessary and the proposed route is reasonable. The Commission approves
certain routc modiﬁéat‘iOns as discussed above.

58.  Approval of the siting permit is expressly conditioned on Grain Belt Express’s‘
continued flexibility in workiné with all affected landowners. The Comxﬁissioﬂ approves minor
adjustments to the location of the linc as necessary to minimize landowner immpact but recitﬁres
material, major adjustments, and any such adjustment for which landowners would not have
received notice, be approved by the Commission before implementation.

59.  Finally, the Commission emphasizes. the duty of Grain Belt E;press to restore
éffeétad land to the condition which existed prior to the construction once construction of the

line is complete, to the extent reasonably possi}:de,69

 See K.S.A, 66-1,183. .
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IT IS, THEREFORE, BY THE COMMISSION ORDERED THAT:

A. The Commission finds the proposed electric transmission line is necessary and
proposed route is reasonable. Certain modifications to the préposed route are also reasonable,
The Commission grants Grain Belt Express’s Application for‘a siting permit to construct an
electric trans:missién line with ;crtain proposed route modifications approved in this Order,

B. The Commission approves of minor adjustments to the location of the line as
necessary to minimize landowner impact, but requires material, major adjustments, and any such
adjustment for which landowners would not have received notice, be approved by the
Commission before imﬂementation. |

C. - Prior to commencing construction of the direct current component of tﬁanrain
Belt Project in Kansas, Grain Belt Express will obtain the state or federal siting approvai.s
required by law to begin construction on .the entircty of the direct current portion 5? the Grain’
Belt Project outside the state of Kansas. For the avoidance of doubt, transmission line siting
approvals from the Missouri, Illinois, and Indiana state utility coméissions shall be sufficient to
satisfy this condition.

D. This Order is conditional upon the cost of the Project and any AC Collector
System owned by Grain Belt Express not being rccovered through the SPP cost allocation
process or from Kansas ratepayers. |
| E. Grain Belt Express is allowed five years from the date of the Commission’s Order
to begin construction of the project in Kansas of otherwise be required to reapply.

C..  The Commission requires the Applicant to submit quarterly reports det;iling the

progress and costs of the project and a final réport once construction is complete.
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4 D, This Order will be served by electronic mail. Parties have 15 days from the date
of service of this Order in which to petition the Commission for reconsideration.™
E. The Commission retains jurisdiction over the subject matter and the parties for the

purpose of entering further orders as it deems necessary.

BY THE COMMISSION IT IS SO ORDERED.

Sievers, Chairrnan; Wright, Commissioner; Albrecht, Commissioner.

Dated: [/—7“20 f3

=<

Kim Christiansen .

Execulive Dircctor
ORDER MAILED NOY 072013
Brazipexic

T K.S.A. 66-118b: K.S.A. 77-529(a)(1). :
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Docket 13-GBEE-803-MIS
Concurring Statement of Chairman Mark Sievers ROV 0 7 208

L BACKGROUND

At a high level, this application by Grain Belt Clean Line Express, LLC (“Grain Belf”)
represents a $2.2 billion transmission line project (about $900 million in Kansas) that is intended
to enable 37 billion of investment in the development and sale of wind energy produced in
southwestern Kansas for sale at points east of Kansas. It will cross 14 counties in Kansas, then
on through Missouri, Illinois and Indiana. Tt will be more than 750 miles long (370 miles in
Kansas) and deliver Kansas wind-generated electric energy into eastern power grids operated by
the Midcontinent Inferconnection Operator (“MISO”) and the PJM Interconnection that operates
the grid in eastern United States (originally the Pennsylvania-New Jersey-Maryland (PIM)
Interconnection),

The western end of the line will have an AC/DC converter station near Spearville,
Kansas. The eastern end will have converter stations in Sullivan, Indiana connecting to Indiana
Michigan Power Company and the PJM Interconnection. There will also be a midpoint
converter in Missouri to conncct to Ameren Missouri and MISO’s grid. !

Grain Belt's application and business model is a “merchant model” in the sense that its
costs will be recovered from the wind farms that gencrate energy in southwestern Kansas and
from the eastern consumers who buy the Kansas power.” Thus, unlike wutility transmission
projects the Commission has reviewed and approved in the past, this project will have no impact
on Kansas’® electric utility rates.

The high level estimated economic impacts of the project are that it would create 2,340
jobs in Kansas during the 3 year construction period; 135 jobs in Kansas during the operations of
the line; and between 15,000 and 19,000 jobs in the wind industry depending on assumptions
regarding the percentage of wind turbine components built. Estimates are that during
construction the project would add $131.5 million to salaries and wages spent in Kansas, 3371
million to Kansas” aggregate economic product, and $6.76 million a year to state income and
sales tax revenucs.’

The construction of wind farms and manufacture of wind turbine components facilitated
by this project are estimated to result in between $779 million and $1.026 billion-of salaries and
eamnings for those employud in that industry in Kansas. ‘The economic impact of those earnings
in the Kansas economy is estimated to between $2.284 billion and $3.268 b;ihon. The

! Davxd Berry Direct Testimony, p. 7 (July 15, 2013).
‘Vftchaei Skelly Direct Testimony pp. 7-8 (July 15, 2013).
? David Loomis and J. Lon Carlson, Economic Impact Study of the Proposed Grain Belt Express Clean Line Project,
(Iune 10, 2013) (attached as Exhibit DAB-2 to the prefiled testimony of David Berry {hereinafter cited as
“Economic Development Studv™)).



operations of these wind farms were estimated to generate 528 jobs, $25 million in earnings and
add $73 million to the aggregate economy in Kansas. *

Unlike other transmission line cases heard by the Commission where the general leve] of
landowner compensation was not presented, Grain Belt committed to landowner compensation
that would pay the market value of the land for an easement to cross land, plus compensation for
structures that could be taken as a one-time payment or as an annual payment for as long as the
transmission structures are in place.” Thus, landowners would receive the market value of their
land over which the lines pass while continuing to use the land so long as the use did not
interfere with the lines. Also, unlike other transmission projects that have come before the
Commission, Grain Belt has also established 1 written code of conduct for it§ property managers
charged with negotiating agreements with landowners.®

The value of this proposed compensation to Kansas is hard to estimate as it depends on
local property values. The US Department of Agriculture’s most recent survey of farmland
property reports that the average farm rcal estate value per acre in Kansas is about $1,900/acre;
somewhat more for cropland, Tess for pasturcland.” Since the Kansas portion of the project is
370 miles long and assuming that landowner compensation will be made for a 200 foot strip
along the line,” that represents about 8,970 acres for which right-of-way compensation would be
made. Thus, this commitment represents roughly $17 million in easement payments to Kansas
landowners. Payments for crop damages, field repair, and impacts to center pivot irrigators that
will reduce the effective arca of the irrigation equipment or require new equipment would be in
addition to this amount, as well as payments for transmission linc structures (towers).

In addition, because Kansas statutes e\empt transmission lines from paying property
taxcs for the first 10 years of their operation,” Grain Belt committed to pay local governments a
one-time Construcnon Mitigation Payment fee of $7,500 per mile prior to the commencement of
construction.'® Since the Kansas portion of the project is about 370 miles long, this commitment
amounts to $2.8 million in payments to focal governments in Kansas.

* David Berry Direct Testimony, p. 11 (July 15, 2013).
* Mark Lawlor, Responsive Testimony, p. 20 (Sept. 10, 2013}, {“Grain Belt Express is offering a payment fo the
fandowncr for the transmission easement itself, a payment per structure, and additional payments as compensation
for crop damages, field repair, and impacts to center pivot irrigators that will reduce the effective area of the
irrigation equipment or require new equipment, The landowner will retain the ability to continue agricultural
production on the entircty of the easement except for the relatively small footprint of the structures, During otr
public outreach process, landowners expressed a desire fo have the option for a recurring annual payment. As a
result, Grain Belt Express is offering the landowner, at his or her option, cither a one-time payment or a recurring
annual payment for the structures on their property. If elected by the landowner, the annual structure payment will
be made as long as the above-ground transmission structures are present on the property and Grain Belt Express
retains an casement. Total compensation to landowners with structures on their property will exceed 100% of the
farr market value of the easement arca.™), i

Mark Lawlor Direct Testimony, Exhibit MOL-B {July 15, 2013).

US Department of Avncufture Land Values 2013 Summaxy {August 2013).

ﬁxpplxcauon, C. Right of Way, 918 (July 15, 2013).

*K.S.A. 79255,
' Mark Lawlor, Responsive Testimony, pp. 14-15 (Sept. 10, 2013).



Grain Belt provided sufficient evidence it is capabie of taking on this project Testimony
in this case was that one of Grain Belt’s investors is National Grid, a major utility with
headquarters in the UK.!' Also, the project in Kansas is not the only transmission project being
undertaken by Grain Belt. Grain Belt’s affiliates are also devel oping three other high voltage
long distance DC transmission projects and one AC transmission line.™

A Studies

The record in this matter is very large. Several significant studies were submitted in
support of the project, including: ‘

I Route Selection Study. This study described the process and data used by the
applicant to iterate from early conceptual routes, to potential routes, to altcmatxve
routes and, finally, to the proposed route presented to the Commission. "

2. Economic Development Study. This study quantified and estimated the
economic development impacts of the project to Kansas.

3. Benefits Study This study quant1ﬁed and cstimated the benefits of the pro_;ect to
consumers in and outside of Kansas,®

4, Burial Study. This study quantified and esnmated the costs of burying ti'ze line
rather than stringing it on overhead facilities. '

5 HVDC Environmental Issues Stady. This study analyzed the issues surrounding
high voltage direct current transmission lines."”

6. Transmission Lme Dewan Study. This study analyzed the general design of the
transmission line.'®

" Michaet Skelly Direct Testimony, p. 17 (July 15, 2013).

" deatp. 11,

" Louis Berger Group, Inc., Kansas Route Selection Study (July 8, 2013) (attached as Exhibit TBG—I to the prefiled
direct testimony of Timothy Gaul (hereinafier cited as “Roure Selection Study™)).

' Economic Development Study.

' Bob Cleveland and Gary Moland, Grain Belt Express Project Benefits Study {Oct. 30, 7’01’?3 (E\h;b It DAB-3
atmched to the prefiled direct testimony of David Berry {hereinafier cited as “Benefizs Study™)).

' Grain Belt Exhibit 3, Power En gineers, 500kv DC White Paper Project, Underground DC Feasibility cheri {Nov.
I I, 2010) (hereinafier cited as “Buriaf Study™).

7 Dak Ridge National Laboratories, HYDC Power Transmission Environmental Issues Review (Aprii 1997)
{Exhibit AWG-6 attached to the prefiled direct testimony of Dr. Anthony Galli (hereinafter cited as “/¥DC
Environmental Issues Study™)).

*® power Engincers, Grain Belt Express HYDC Line Preliminary Design Criteria (Jan., 27, 2011) (Exhibit AWG-3
attached fo the prefiled direct testimony of Dr. Anthony Galli (hereinafter cited as “Line Design Study™)),




B. Public Comments

While the volume of public comments received by the Commission Was quite large and
many opinions were expressed, the project is generally supported by many in southwestern
Kansas and opposed by groups in northeastern Kansas.

As part of its filing in this matter, Grain Belt included letters of support from more than
260 individuals and officials representing 12 counties, 6 cities, 8 economic development
agencies, 4 colleges or universities, 4 utilities (including the largest municipal utility, the Kansas
City Board of Pubhc Utilitics), and also numerous businesses, farmers and associations that
would be affected by the project.'?

As described in its prefiled testimony supporting its application,” Grain Belt conducted
three rounds of public outreach before the public hearings were scheduled. Those public
outreach efforts that preceded the public hearings included:

1. Stage I Meetings. These were meetings with Kansas state agencics (e.g., Kansas
Chamber of Commerce, Department of Wildlife and Parks), local utilitics,
legislators, economic development agencies, county commissioners and other
community leaders. The intent was to develop information about local
communities, wildlife habitats, existing infrastructure, pipelines, transmission
lines, etc. About 100 of those meetings were held.

[\)

Roundtubles. These were larger group mectings to include anyone suggested by
county commissioners as having a broad understanding of the local community
and geography. A total of 19 roundtable meetings were held with attendance of
slightly more than 300 individuals.*'

3. . Open Houses. Once the alternative routes were identified, Grain Belt mailed
invitations to landowners of record with property within about 1} miles from the
center lines of cach potential route segment to attend an open house to describe
and discuss the project. Invitations were sent to more than 11,200 people and
advertisements were placed in 24 local newspapers to publicize the open house in
addition to the mailed invitations.™ =

The table below summarizes the on-the-rccord public testimony/comments heard by the
Commission at public hearings in Seneca, Beloit, Russell and Kinsley.

¥ Mark Lawlor Direct Testimony Exhibit MOL-8 (July 15, 2013).
* Mark Lawlor Direct Testimony pp. 6-15 (July 15, 2013).

* Mark Lawlor Direct Testimony, Exhibit MOL-1 (July 15, 2013).,
* Mark Lawlor Direct Testimony, Exhibit MOL-3 (July 13, ‘70 13).




Testimony About the Proposed Route
Public
He[;n'ng Appraximate #
Location of Attendees Favorable -| Opposition
Seneca B 400 6 | 1
i conditional
X B 4
" )
Beloit 225 - 7 1 conditional
B i
Russell 130 4 2 conditional
. 2
Kinsley 175 13 i 1 conditional
i8
g ]
Total 950 32 5 conditional

More than 2,500 written comments concerning the proposed project were received by the
Commission’s Public Affairs and Consumer Protection (“PACP™) group. A large majority of
those comments came in the form of an on-linc clectronic petition in opposition {o the project
posted on change.org, a wcb site that facilitates posting and gathering petition signatures.
Among the written commcnts received, about 470 (about 18%) did not live in Kansas.

L RECOMMENDATIONS

T support approval of the Grain Belt proposal. This statement and the materials that
follow outline the rcasons for my vote, the record and reasoning I relied on in forming my
opinion, and generally the reasons I did not agree with the arguments made by opponents tc the
proposal. Based on the evidence in the record, T believe the proposed route with the
madifications presented in this procceding meets the mandatory statutory standards that it is
nceessary and reasonable, benefits consumers in and outside of Kansas, and has swmf cant
ceonomic development bcncf fs.

My support also comes with the following recommended conditions to best protect the
rights of all interested parties and those of the gencral public:

l...  The routing proposals made by Staff should be approved.

2. The approval should allow for minor adjustments to facilitate to-date unforeseen
conditions or mutually agreeable adjustments made by the affected landowner and
Grain Belt.

The approval should be conditioned on the landowner compensation methodalogy
and Construction Mitigation Payment plan proposed by Grain Belt.
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4, Construction of the facilities should comply with the standards described in the
Transmission Line Design Study.

5. As recommended by Staff, the transmission line shall be operated as a merchant
model free of the subsidics inherent in large transmission facilities built at the
direction of the Southwest Power Pool (“SPP™).

6. As recommended by Staff, the authority to construct this line should sunset if
Grain Belt has not commenced construction prior to the sunset date. I recommend
a sunset date of five years in recognition of the complexity of this pro_ls,ct and its
construction over four states.

IMT. LAw GOYERNING TRANSMISSION LINE SITING

[ am an economist and a lawyer, which colors how [ analyzed the comments and facts of
this case. Law involves a determination of what is required by statute and case law. Economics
often involves an assessment of public policy and normative analyses (i.e., what ought to be).

As an economist, I believe line siting cases present an application of the economic issucs
surrounding conflicting property rights and the rights of others to control someonc else’s
property use. There are three major questions on this issue, generally. First, should a landowner
or any other property rights holder be empowered to prevent a utility company from acquiring an
easement through eminent domain? Second, should a utility be empowered to acquire an
easement through eminent domain over the objections of a landowner or any property rights
holders? Lastly, should an adjacent landowner or interested party who objects to transmission
lines because they spoil their view be empowered to restrict a utility and landowner from
mutually agreeing to place a transmission linc on the landowner’s property?

To an economist, line siting presents an application of the Coase Theorem and the
allocation and resolution of conflicting property rights. The overarching public policy of the
Coase Theorem is that issues surrounding conflicting property rights arc best addressed by
institutions that facilitate prwatc negotiations between the affected parties, such as landowners
and transmission developers.™ In Kansas, the mechanisms of public meetings, open houses 'md
notice to affected parties can be considered such institutions.

As a lawyer, as a starting point, I view line siting cases {and most utility rate cases for
that matter) as an application of the takings and due process clauses of the 5th and 14th
Amendments to the U.S. Constitution which provides that “nor [shall anyone] be deprived of -
life, liberty, or property, without due process of law; nor shall private property be taken for
public use, without just compensation.” It is important to note that the 5th Amendment does not
prohibit private property from being taken for public purposes; just that there must be due
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* Docket No. [ 1-ITCE-644-MIS, Order Granting Siting Permit {July 12, 2011) (containing a description of the
Coase Theorem and the allocation of competing property rights in a docket siting a 345 kV transmissien line),



process and just compensation.” Due process includes notice and a fair opportunity to be heard;
such as in a public or evidentiary hearing. Just compensation includes the process whereby
“fair” payment is determined; that includes, payment for land in cases of eminent domain or rates
in the case of utility rate making cases. Also, note the US Supreme Court has held that “public
use” under the takings clause can include economic development projects with private sector
benefits.”

The starting point of any analysis in line siting is the Kansas statutes and Iaws governing
electric transmission Jines. These statutes reflect the public policies enacted by the elected
officials who represent Kansans and bind the Commission in the exercise of its authority.

_The process set out in Kansas transmission statutes go to the heart of many of the public
comments made. [ note that the Commission is not a “super legislature™ that may override the
laws passed by the legislature (or the Supreme Court). Likewise, the Commission is not a “super
zoning authority”™ that regulates local land use policies and aesthetics. For example, many
commenters complained about inadequate notice to landowners and the short (120 day) review
period. Both the mechanics of notice and the review period are explicitly defined by the statutes
cnacted by the legislature which the Commission cannot change. Ifthe public is dissatisfied with
the statutes, then it is the responsibility of elected officials to make the necessary changes. The
Commission cannot change or override the statutes enacted by the Kansas legislature.

K.S.A. 66-1,178 and 66-1,179 generally spccva the statutory process by which the
Commission reviews transmission line siting applications,”® They require that: :

I. All clectrie utilities must obtain a transmission siting permit before beginning
construction of an electric transmission line or excrcising eminent domain fo
acquire any interest in land in connection with such construction.

2, An application must be made with the Commission specifying the proposed
location and the names and addresses of landowners whose land or interest lies
within 660 feet of the center line of the proposed route.

3. The Commission must hold a public hearing within 90 days of the filing ¢ of the
application in one of the counties where the proposed line is located.

* There is no 5th Amendment equivalent in the Kansas Constitution, but Article 12, Sec 4 of the Kansas
Constitution provides that “No right of way shall be appropriated o the use of any corporation, uptii full
compensation therefor be first made in moaey, or secured by a deposit of money, to the owner, irrespective of any
benefit from any improvement propesed by such corporstion.” Eminent domain in Kansas is peeformed subjectto
the Eminent Domain Procedure Act at K.S.A. 26-501 ef seq. '
* Kelo v. City of New London, 545 U.S. 469, 478-80 (2005) (In Kelo, the <ity of New London sought to directly
condemn 115 privately owned properties and fransfer them to a private nnn—proi' t as part of plan to build 2 new
“village.” This development was projected to create in excess of 1,000 jobs, increase tax and other revenues; and to
revitalize an economically distressed area.” Opponents generally argued that such a "taking™ was not permissible
because it was not a “public use” under the % Amendment but rather a transfer of private property for the
developer’'s private use.),

%6 K S.A. 66-1,178 and 66-1,179.




4. There be publication of notice of a public hearing in the newspaper of public
- record and written notice to the affected landowners,

5. The Commission may hold an evidentiary hearing.
6. The Commission must issue a final decision no later than 120 days after the

application is filed.

It is worth noting that the requirement of notice to landowners within 660 feet of the
transmission line and the requirement that the Commission issue a final decision in 120 days
were added by the Kansas legislature in 2000.*’ In that respect, they represent a relatively recent
judgment of and policy adopted by the Kansas legislature that transmission proceedings must be
completed in 120 days and that the critical landowner interests are those located within a 1,320
foot path centered on the transmission line,

The legal standard to be applied by the Commission in reviewing a transmission siting
application and deciding whether to grant a permit is specified in K.S.A 66-1,180, as follows:

The commission shall make its decision with respect to the wmecessity for and the
reasonableness of the location of the proposed electric transmission line, taking info
considerarion the benefit 1o both consumers in Kansas and conswmers outside the state
and economic development benefits in Kansas. The commission shall issue or withhold
the permit applied for and may condition such permit as the commission may deem just
and reasonable and as may, in its judgment, best protect the rights of all interested parties
and those of the general public.”®

The statutory standard “taking into consideration the benefit to both consumers in Kansas
and consumers outside the state and economic development benefits in Kansas” was added by
the Kansas legislature in 2003 reflecting a legislative intent and policy that consumer and
economic development be considered in an analysis of the necessity and reasonableness of a line.
Said differently, the mupdatory statutory standard (“the Commission shall”} o be applied is
consideration of the necessity of the line and the réasonableness of the line based on
consideration of the “benefit to both consumers in Kansas and consumers outside the state and
economic development benefits in Kansas.” Thus, the Commission may do one of three things:
(1) issue the permit for the proposed line; (2) deny the permit; or (3) issue the permit conditioned
on what the. Commission concludes would best protect the rights of interested pames and the
general public.

The Kansas Constitution includes a provision that strictly {imits use of state money to
invest in infrastructure projects, reflecting a public policy that private, not public money be used

: * 8.B. 257, Ch. 85, (2000).
" K.8.A. 66-1,180 (emphasis added).
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for such facilities and that economic development is a legitimate public policy goal for
infrastructure investments.”

In 2001, the Kansas Legislature enacted K.S.A. 79-259 which exempted transmission
lines from property taxes for the first 10 years of operations. 1interpret this as an expression of
legislative intent to promote investment in and deployment of electric transmission facilities in
Kansas. In 2005, the Kansas Legislature enacted the Kansas Electric Transmission Authority
Act, which created the Kansas Electric Transmission Authority ("|KETA™. KETA is a public
agency generally empowered to plan, secure financing, and build transmission lines when private
entities and public utilities decline to build transmission facilities in Kansas. The purpose of
KETA is a reflection of the public policies the Kansas Legislature enacted with respect to
electric transmission lines,®

[ interpret the Kansas Constitution, K.S.A. 79-259 exempting transmission lines from
property taxes for 10 years, and the KETA statutes to express an explicit legislative desire and
public policy to promote economic development and facilitate the consumption of Kansas energy
through investment in transmission facilities (the KETA statutes and K.S.A. 79-259) and that
such investment should be made by private not public entities (the Kansas Constitutional
provisions).

Granting a transmission line siting permit docs not give a utility carfe blanche to acquire
property through eminent domain or general authority to destroy private property. For example,
K.S.A. 66-1,183 specifies that “[ift shall be the duty of every electric utility which constructs an
electric transmission line to restore the land upon which such line is constructed to its condition
which existed prior to such construction.” '

Exercise of the power of eminent domain is explicitly authorized for public utilities and
the procedure bv which that power may be exercised is specified in the Kansas Eminent Domain
Procedure Act.’’ Knowing that, it is important to emphasize two facts. First, the Commission is
not invelved in eminent domain proceedings that set the price of property acquired — the
Commission’s line siting proceeding simply determines the necessity and reasonableness of the
proposed route.  Second, overwhelmingly, property acquisition along a transmission line does
not require the parties to resort to eminent domain. The affected parties (i.e., the utility and the
landowners) have powerflitl private economic jncentives to reach voluntary agreements rather

than resort to court-driven eminent domain proceedings where a judge rather than the parties

¥ KAN.CONST. art 1X, § 9 {The state shall #ever be a party in carrying on any work of Internal improvement except
that ... it may, for the purpose of stimulating economic development and private sector job creation in all areas of
the state, participate in the dev elapmcnt of 3 capital formation system and have a Himited role in such sy: szcm throuﬂh
investment of state funds authorized in accordance with law.) (emphasis added).

¥ K.S.A. 74-99d01(b) (“The purpose for which the Kansas electric transmission authority is created is to further
ensure refiable operation of the integrated electrical transmission system, diversify and e\pand the Kansas economy
and facilitate the consumption of Kansas energy through improvements in the state’s electric transmission
infrastructure.”),

- R 8 A 26-501 et seq.




determines the value of property. Testimony in this case indicated that eminent domain is rarely
- . . . PR » 2
used in transmission siting negotiations with landowners.™ :

Iv. THE PROPOSED ROUTE 18 NECESSARY

In past siting decisions, the Commission has interpreted “necessity™ consistent with the
meaning of “necessity” as used in the phrase “public convenience and necessity.” Generally, 1
understand that standard to be summarized as follows: a project is considered necessary if the
public would be significantly disadvantaged, inconvenienced or handicapped by its absence.™

In this case, the evidence presented indicated that the project was being undertaken to
incent the construction of wind farms in southwestern Kansas and carry wind-generated electric
energy to eastern markets. Thus, the commercial premise of the project is that but for the
fransmission line, the wind farms in southwestern Kansas would not be built.

Testimony was presented that indicated that markets to the west, north and south were
not economically feasible.* Thus, the testimony suggested that the route from southwestern
Kansas to the east presented the only route to access cconomically feasible markets.

** Grain Belt's President and CEQ, Michael Skelly testified (Tr. pp 153-155) as follows:
CHAIRMAN SIEVERS: Did you propose this model because as a public utility you would have
the power of eminent domain and could condemn property ¥ you had a hold out?
MR. SKELLY: So we do not want to use eminent domain, We want to and are trying to negotiste
fadr prices with affected landowners and swe have — we are in the process of doing that right now,
and when [ say fair process, what we are doing, are going to pay 100 percent of the fee value and
tien we aré going to make annual puyments for the strucitres on the Jand which is sort of & page
from the wind notebook where wind farm owners typically pay on an annusl basis for each tucbine
that's located on someone’s land. With respect to eminent domain, again, we don't want to use iy,
but we do have a hard time imagining that you could go from ardund Dodge City, Kansas, o
Southern Indiana without running into a landowner whe was opposed and then you would end up
with a project that you either couldn't build or it zigzed and zagged so much that it would be
prohibitively expensive.
CHAIRMAN SIEVERS: Do you have any estimate as to how often you think you might have to
utilize eminent domain?
MR. SKELLY: So we looked to examples with other projects at condemunation rates in the low
single digits and that's what we aspire to, if not lower than that. | meagn, the best would be zero.
¥ See, e.g., In the Matter of the Application of ITC Great Plains, LLC for a Siting Permit for the Construction of a
345 kV Transmission Line in Edwards, Ellis, Ford, Hodgeman, Pawnee and Rush Countivs, Kansas, Order Granting
Siting Permit, Docket 09-ITCE-729-MIS 439 (July 13, 2009)
> Tr. pp. 106-108. The testimony was as follows:
- CHAIRMAN SIEVERS: Okay. Why didn't you go west?
MR. LAWLOR: The short answer is, is probably length fo the, you know, to the significant
supply, the band centers. There are — you know, clesest, you know, appreciable market would be
Colorado, and they have significant wind resources in that state. So beyond that you're taiking™
about, you know, California, Phoenix and Las Vegas, And so we, we acknowledge there is 2 need'
for thdt, but we have a sister project that would actually start farther west, New Mexico in this
case, and move power that direction. So it's really a proximity question. Kansas wind resources
closer proximity to eastern markets, ‘
CHAIRMAN SIEVERS: Okuy. Why didn't you go south, sell into the Dallas market?
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Testimony was also presented that indicated that the demand for renewable energy from
the states in the MISO and PJM grids would be 99.7 million MWh in 2015, 157.3 million MWh
in 2020 and 194.8 million MWh in 2025.* This demand greatly exceeds the renewable
g:eneratlon capacity of the MISO and PJM states, which testimony estimated o be 83.1 million
MWh in 2010.® Thus, Grain Belt believes it has a ready.market for Kansas wind generated
power carried east over its transmission facilities,

Testimony in this case was that the project would enable about 13 million MWhs
annually of electricity generated by Kansas wind farms to be delivered and sold into the
Midcontinent Interconnection Operator (“MISO™) and PJM grids.” As described below and
contained in the Economic Development Study, testimony was presented that indicates that the
construction and operations of the wind farms and manufacture of wmd turbme components in
I\ansas would add between $2.3 and $3.3 billion to the Kansas economy.”

Based on the record, it seems obvious that if the project is not built, Kansas will not
realize the benefits of the wind farm construction described in the application and that would
disadvantage, inconvenience or handicap the public.

V. THE PROPOSED ROUTE 18 REASONABLE

In past transmission cases, the Commission has defined a condition as reasonable simply
if it is based on substantial, competent evidence.”® But [ believe an inquiry into reasonableness
is broader than simply asking whether the evidence is substantial and competent. In my view,
reasonableness includes an inquiry into whether the condition is just or fair, rational, appropriate
under the circumstances, ordinary, customary or usual.

In this matter, the evidence supports a conclusion that the process by which the proposed
route was selected and modified was just or fair, rational and appropriate under the

MR, LAWLOR: Similar - well, Texas has a fairly significant wind resource. They have their
own RTO, they have their own grid, as you know, and they are on track 1o, to meet their demand
i the State af Texas with resources in that state.
CHAIRMAN SIEVERS: Okay. Why didn't you go to New Orleans?
MR. LAWLQR: There is, in short, not, not a significant enough market for, you know, a praject
of this size. We view ~» New Orleans is part of the Southeast, where we have yet again a sister
project in Oklahoma, the Panhandle, that would feed into that particular region.
CHAIRMAN SIEVERS: Okay. And why didn't you go to Minnesota?
MR.LAWLOR: Again, Minnesota has enongh wind resource in their state to meet ihezr relatively
small load.
CHAIRMAN SIEVERS: So is it your testimony that the only economically feasible market to sell .
Kansas wind generated in the southwest is info the MISO and the PIM markets?
MR. LAWLOR: That, that is accurate,

** David Berry Direct Testimony at pg 21 and Exhibit DAB-4 (July 15, "01;}

* David Berry Direct Testimony at pz 21 (July 15,2013).

7 id atp. 13.

* 1 atp. 11.

3
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circumstances. It was developed through an iterative analysis of various transmission routes
seeking public input and analyzing alternative routes until the proposed route was selected.

The process by which the proposed route was selected was described in detail in the
Route Selection Study attached to Mr. Gaul's direct testimony. The route selection process
sought and received considerable public input and feedback to iterate to the final proposed route.
Those public outreach efforts that preceded the public hearings included the meetings described
above,

At a high level, Figure 4.5 in the Route Selection Study best illustrates why the northern
route is preferable to central or southemn routes through Kansas. Simply put, if the line were
placed through a southem or central route it would be forced to pass through areas of high
population density making the projéct economically infeasible.

Considerable public comment urged the Commission to require that the line be buried.
However, the cvidence in the record does not support such a proposal as a reasonable condition.
Grain Belt Exhibit 3 presents a comprehensive study of the issues and costs associated with
burying 500 ¥V DC line. The conclusions of that study are that compared to overhead
construction, the costs of burying such a line would increase costs between 10 and 20 times the
costs of an ovethead line.*®

There was also public comment that focused on the aesthetics of the line and urging the
Commission to find that the proposed line is unreasonable because it interferes with the views
and nature of life in rural Kansas. In the public hearings, testimony from David Blau, a Kansas
farmer, at the Kinsley public hearing stood out to me.

Visual esthetics. While this man-made structure that impedes our ability to see across the
vast Kansas landscape {s a bit of an eyesore, with progress comes sacrifice. At one time,
this land wasn't cluttered with center pivot irrigations either, but now it's a part of our
everyday landscape and is essential to the farming industry in this region. | bet not many
would be willing to give up the center pivots now.”

Moreover, the Commission is not a zoning authority and acsthetic considerations are not
included in the statutory criteria the Commission must consider in evaluating line siting
applications. 1 found no legal authority that suggests that the Commission must make such an
evaluation as part of its decision making in these cases.

VYI.  BENEFITS TO CONSUMERS INSIDE AND OUTSIDE OF KANSAS

Grain Belt’s Exceutive Vice President of Strategy and Finance, David Barry, sponsored a
study of the benefits of the project to consumers in and outside of Kansas.”> The general
approach taken was to develop a simulation model of electric demand in the MISO and PJM

* Burial Study, pg. 28.

“ Blau Testimony, Kinsley, pg. 49.

“ Bob Cleveland and Gary Moland, Grain Belt Express Project Benefits Study (Oct. 30, 2012) {Exhibit DAB-3
attached to David Berry's prefiled direct testimony (hereinafter cited as “Benefits Study™)).
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states, to make assumptions about future demand in those states in 2019, and to simulate how the
sale of Kansas wind energy into these markets would affect aggregate electric generation costs
{which drive the prices consumers pay) and emissions levels of various poiiutants {which affect
heaith). Four future scenarios were assumed for the analysis:

Business As Usual - Energy demand grows under a moderate economic recovery with no
majar changes to existing environmental policy, zenerating technologies, fuel commedity
prices, or other key energy market assumptions.

Slow Growth - Continuation of depressed economic conditions characterized by slow demand
growth, continued low fuel commodity prices, and minimal transmission/generation
expansiomn,

Robust Economy - Strong recovery in economic activity characterized by accelerated growth
in eclectrical demand, higher fuel prices and emission allowances prices, and increased
activity in new generation and {ransmission projects,

Green Economy - Expansion in environmental policy including carbon regulation and a
federal renewable ponfolio standard under robust economic conditions including high
demand growth, an mcreasc in fuel priges, und increased activity in new gencration and
transmission pro_}cczs‘

Using PRODMOD software, the impacts of selling Kansas wind energy into the PJM and
MISO markets were simulated and the following results were reported:

2019 DEMAND COST SAVINGS IN § MILLIONS
Business . Stow Robust Green
Area/Region | as Usuoal | Growth Economy Feonomy
Indiana 13 14 79 89
PIM 421 310 830 379
Midwest 1SO 119 30 370 78
Environmental Benefits of Grain Belt Express Project
Environmental Business Robust Green
Improvement as Usual | Slow Growth Economy Feonomy
Reduction in NO, (tons) 15,538 7.254 3.504 3,556
Reduction in SO, {tons) 9 868 9,730 6,374 7,841
Reduction in CO” (tons) 7,434,958 10,345,743 5,704,144 5,402,264
Reduction in Hg (Ibs) 83 110 46 ‘ 96
Reduction in Water (Mgal) 13,150 3.915 2,556 2,800

Thus, Grain Belt’s analysis of consumer benefits is that consumers—Ilargely in the PIM
and MISO states—benefit by rcducm" the cost of electric power ranging bcmcen $354-million

¥ Benefits Study pg 1.




annually to $546 million annually depending on the assumption one makes about demand levels
in 2019. Grain Belt also asserts that consumers also benefit by reductions in emissions levels.

The Commission is not an environmental regulator and estimating the economic benefits
with any precision based on assumptions six years from now over many states included in the
PJM and MISO footprints seems ques{ionabie to me, However, there was no competing
evidence in the record to suggest that consumers would not benefit in some manner. Certainly,
the simulation model does provide some indication of the range and magnitude of benefits.

At a conceptual level, Grain Belt does not have the power to force anyone to purchase its
power. Thus, if utilities in the MISO and PJM markets purchase power from Grain Belt, they
must believe that the purchase makes them better off in some manner—either by reducing
emissions mandates, meeting a state rencwable portfolio standard, or reducing costs. In my
view, if there is a viable market for Kansas wind energy in eastern states—the business premise
upon which this project is based — then there must be some benefit to be gained in eastern states.

VII. ECONOMIC DEVELOPMENT BENEFITS IN KANSAS

Grain Belt’s Executive Vice President of Strategy and Finance, David Barry sponsored a
study of the ecoriomic development benefits of the project in Kansas.* The study used the Jobs
and Economic Development Impact (“JEDI") model developed by the National Renewable
Energy Laboratory (“NREL™), which, in turn used the IMPLAN input-oufput economic modcl to
estimate macro-economic development impacts of the project.

Estimates of the economic development impacts were presented separately for the
construction and operation of the transmission facility, construction and operation of the wind
farms, and the manufacture of wind turbine components in Kansas.

The table below summarizes the economic development impacts assocsazcd with the
construction process of the Grain Belt line in Kansas ($ figures are in millions of $):*?

Estimated State-Level
Economic Development Impacts

Assgciated with Construction Activitics
Component ' Tmpact
Jobs 4,149
Installation of Structures Salarfes | $235.1
Output | $5%4.6
Jobs 592
Manufacture of Structures | Salarles | $36.5
~ ~ | Output | $134.0
Manufacture of Wire Jobs 176

* Economic Development Stady.
% td. at Table 3.3.
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Estimated State-Level
Economic Development Impacts
Associated with Construction Activities
Component Impact
Salaries | $122
Qutput | $67.5

Jobs 43§
Architectural Services Salaries | $29.2
Output- | $61.6
Jobs 313
Rights of Way Salaries | $6.8
Output | 3474
Jabs 108
Financial Salaries | $3.7
Qutput $22.8
Jobs 23
Electric Power Salaries | $1.8
: Output 1399
Jobs 1,221

Installation of Converters | Salaries | $69.2
Qutputi $174.8
Jobs 7,021
Totals Salaries | $3944
Qutput $1,113.0

At a high [evel and taken at face value, these estimates mean that the construction phase
will add about 7,000 jobs to the Kansas economy, grow wages and benefits paid into the Kansas
workforce by about $394 million and as the money spent flows through the Kansas economy,
total econtomic output will grow by about $1.1 billion. When the line is operational, the
Economic Development Study reports that the operations and maintenance will add 335 jobs to
the Kansas economy, grow annual wages/salaries by $7.6 million, and increase aggregate state
output by $17.7 mill ion.*

In addition to economic development benefits associated with the Grain Belt transmission
line, estimatcs were presented of the economic development impacts of wind generation built in
response to the availability of the Grain Belt transmission line, To develop those estimates, the
Economic Development Study identified impacts based on assumptions about the proportion of
wind turbine components that were made in Kansas. The Economic Development Study
identified seven companies that manufacture wind turbine components’’ and modeled two
scenarios; one where 30% of the wind turbine components used in the wind farms connécted to
the Grain Belt line were manufactured in Kansas and another where 90% of the wind turbine

“ [d. atp, 2, Table ES-2.
* td atp. 30, Table 4.1.




components were manufactured in Kansas. The Economic Development Study assumed that
4,000 MW of wind turbine capacity would be built and connected to the Grain Belt line.

The table below summarizes the Kansas impacts of wind farm construction and

operations associated with the Grain Belt line:

Reported Economic Development Impacts of
Wind Farm Construction and Operations
, 30% Seenaric | 9% Scenario

During Construction Jobs 1 15,542 19,656

Salaries $778.8 $1,026.1

Qutput $2,283.5 §3.267.7
During Operational | Jobs 528 528
Years (annual figures) | Salaries $25.0 £25.0

Output $73.3 $73.3

Thus, at a high level and taking the figures at face value, the Economic Development
Study reports that the wind famm construction induced by the Grain Belt line would create
between 15,000 and 19,000 jobs during the construction phase, grow Kansas wages and salaries
by between $778 million and $1 billion, and add between $2.3 and $3.3 billion to the Kansas
economy.

Certainly, input-output models have their critics, and they are only as good as the inputs
into and assumptions of the model, but the JEDI and IMPLAN models are widely used as
mechanisms to assess economic development impacts. T find the results to be a’ credible
assessment of the general magnitude of the ceonomic development impacts of the proposed line. .
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7028 SWEITH ST

AUBURN, KS 66402-0421
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susan.cunningham@dentons.com

CARY J. KOTTLER, GENERAL COUNSEL
GRAIN BELT EXPRESS CLEAN LINE LLC
1001 MCKINNEY ST STE 700
HOUSTON, TX 77002-6448

. ckottler@cleanlineenergy.com

MITCHELL L, HERREN, ATTORNEY
HINKLE LAW FIRM LL.C.
8621E21STST N STE 200
WICHITA, KS 67206-2991

Fax: 316-630-8375
mherren@hinkiaw.com

GLENDA CAFER, ATTORNEY
CAFER LAW OFFICE, L.1.C.
3321SWETHST

TOPEKA, KS 66608

Fax: 785233-3040
glenda@caferiaw.com

CYNTHIA A, DETTKE THORESON
1208 WALNUT

MARYSVILLE, KS 66508

Fax; 785-713-2872
cthoreson@gmail.com

DONALD L. MILLER
35855 E HAMPTON LN
GILBERT, AZ 85285
dnmilikan@cox.net

ERIN SZALKOWSKI

GRAIN BELT EXPRESS CLEAN LINE LLC
1001 MCKINNEY ST STE 700

HOUSTON, TX 77002-6448
eszalkowski@cleanlinesnargy.com

CASEY L JONES, ATTORNEY
HINKLE LAW FIRM LL.C.

8621E 218T STN STE 200

WICHITA, KS 67206-2891 »
Fax; 316-630-8375 N
cjones@hinkiaw.com :

orDER MAILED NOV 07 2013
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ALAN K. MYERS, VICE PRESIDENT-TECHNICAL

ITC GREAT PLAINS, LLC

3500 SW FAIRLAWN RD STE 101
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amyers@itctransco.com

v

CHRIS WINLAND, MANAGER REG STRATEGY
ITC GREAT PLAINS, LLC

3500 SW FAIRLAWN RD $TE 101

TOPEKA, KS 66614-3979
cwinland@itctransco.com

HOLLY FISHER, ATTORNEY

ITC HOLDINGS CORP

3500 SW FAIRLAWN RD STE 101
TOPEKA, KS 66614
hfisher@itctransco.com

ANDREW FRENCH, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD ’
TOPEKA, K8 66604-4027
~ Fax: 785-2713314

a.french@kcec.ks.gov

JAY VAN BLARICUM, ADVISORY COUNSEL
KANSAS CORPORATION COMMISSION
1300 SW ARROWHEAD RD

TOPEKA, KS 66604-4027

Fax: 785-2713354

- j.vanblaricum@kcc. ks.gov

MATTHEW STALLBAUMER

5201 8W 23RD TERRACE
TOPEKA, KS 66614
mstallbaumer@ogdenpubs.com

KRISTINE M. SCHMIDT, PRESIDENT
ITC GREATPLAINS, LIC :
3500 SW FAIRLAWN RD §TE 101
TOPEKA, K8 56614-3979
kschmidi@itctransco.com

MATTHEW 5. CARSTENS, SR. COUNSEL-CAP.
PROJECTS & MAINTENANCE

ITC HOLDINGS CORP ‘

123 5TH STREET SE

CEDAR RAPIDS, 1A 52401
mearstens@iictransco.com

JANA L REED

3224 MAIN

GREAT BEND, KS 67530
reedlarizona@yahoco.com

JUDY JENKINS, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION |
1500 SW ARROWHEAD RD

TOPEKA, KS 6866044027

Fax: 785-27+3167

jJenkins@kece ks.gov

LAURA E JOHNSON-MCNISH, MARSHALL COUNTY

ATTORNEY. .
LAURA E. JOHNSON-MCNISH.
1201 BROADWAY
MARYSVILLE, K8 66508

Fax: 785-562-2971
ms_co_attorney@yahoo.com

NANCY VOGELSBERG-BUSCH
NANCY VOGLESBERG-BUSCH
896 15TH ROAD

HOME, KS 66438
nancyvb@biuevalley.net

ORDER MAILED KOV 072013
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RODGER A. SWANSON, VP &TO

PEQPLES BANK & TRUST CO,

1018 MAIN 8T

PC BOX 1226
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rodger.swanson@peoplesbankonline.com

THOMAS AND DEBORAH STALLBAUMER
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DENNIS R. DAVIDSON, ATTORNEY AT LAW
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GRAIN BELT EXPRESS CLEAN LINE

AG HEARING EXH. NO. _

WELCOME TO THE GRAIN BELT EXPRESS CLEAN LINE WEBSITE

Renewable energy provides Americans with jobs, clean air, and energy
security. However, continued growth of the wind energy industry depends on
the expansion of the U.S. electric transmission grid. The United States has
some of the best renewable resources in the world, but they are predominantly
located far from Iargé population centers. The challenge lies in connecting these

rich resources to communities that need the power—a challenge Clean Line Respond To RFl

Energy is working to address.

BRIy

g
P

DELIVERING CLEAN ENERGY TO MILLIONS OF HOMES

An effective transmission solution requires the appropriate technology. The
Grain Belt Express Clean Line will deliver up to 3,500 megawatts of low-cost

wind power from western Kansas to Missouri, lllinois, Indiana and states farther
east that have strong demand for clean, reliable energy. The clean energy will be  Kansas Route
transported via an approximately 750-mile overhead, direct current

transmission line. DC is the most efficient and cost effective technology to move
large amounts of power over long distances, due to its lower electricity losses

and smaller footprint than comparable alternating current (AC) lines.

Missouri Landowner Info
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frain Belt Express Clean Line | HVDC Clean Energy Transmission Pr... http://www.grainbeltexpresscleanline.conysite/home
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Grain Belt Express Clean

Line Landowner Code of

Conduct

View Project News

Project Overview

Construction Simulation

-

1001 McKinney Street, Suite 700, Houston, TX 77002 « T (855) 665-3438 « F (832) 319-631 |

Copyright © Clean Line Energy Partners 2010 - 201 4. All rights reserved.-
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Rock Island Clean Line | HVDC Project in Illinois
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CLEAN LINE

http://www.rockislandcleanline.conysite/home

Fontsize: Az A¥

s oo | ROCK ISLAND CLEAN LINE

.

WELCOME TO THE ROCK ISLAND CLEAN LINE WEBSITE

Renewable energy provides Americans with jobs, clean air, and energy
security. However, the continued growth of this budding industry depends upon
the expansion of the U.S. electric transmission grid. Americans have come to
realize the benefits of using renewable energy and are now more than ever
encouraged to take advantage of the opportunities made possible by a clean
energy economy. While the United States has some of the best renewable
resources in the world, they are predominantly located in remote areas. The
challenge lies in transporting the energy generated from these resources to
communities that need the power—a challenge Clean Line Energy is working to

solve.

DELIVERING CLEAN ENERGY TO MILLIONS OF HOMES

An effective transmission solution requires the appropriate technology and the

right project. The Rock Island Clean Line will deliver 3,500 megawatts of wind
power from northwest lowa and the surrounding region to communities in

lllinois and in other states to the east, areas that have a strong demand for: clean,

reliable energy. The clean energy will be transported via an approximately
500-mile overhead, direct current transmission line. Due to its low electricity
losses and smaller footprint, direct current transmission is the most efficient

technology to move large amounts of electricity over long distances.

lof2

Project Videos

Project Overview
Construction Simulation

View |UB Info Meeting Maps.

-

View lllinois Routes
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; Rock Island Clean Line | HVDC Project in lllinois http://www.rockislandcleanline.comy/site/home
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N : View lllinois Commerce

Commission Filin

lliinois Agricultural impact

Mitigation Agreement

Rock Island Clean Line

" Landowner

Code of Conduct -

1001 McKinney Street, Suite 700, Houston, TX 77002 « T (877) 907-8516 « F (832) 319-631 |

Copyright © Clean Line Energy Partners 2010 - 2014. Ali rights reserved.
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,Plains & Eastern Clean Line | Clean Energy HVDC Project

"' WELCOME TO THE PLAINS & EASTERN CLEAN LINE WEBSITE

Renewable energy provides Americans with jobs, clean air, and energy
security. However, the continued growth of this burgeoning industry depends
upon the expansion of the U.S. electric transmission grid. Americans have
come to realize the benefits of using renewable energy and are now more than
ever encouraged to take advantage of the opportunities made possible by a
clean energy economy. While the United States has some of the best renewable
resources in the world, they are predominantly located in remote areas. The

challenge lies in transporting the energy generated from these resources to
communities that need the power—a challenge Clean Line Energy is working to
solve.

DELIVERING CLEAN ENERGY TO MILLIONS OF HOMES

~ An effective transmission solution requires the appropriate technology and the

right project. The Plains & Eastern Clean Line transmission project will connect
thousands of megawatts of clean energy generation from western Oklahoma,

- southwest Kansas, and the Texas Panhandle with utilities and customers in
Tennessee, Arkansas, and other markets in the Mid-South and Southeast. The
project will be developed in two 3,500 megawatt phases, with the first phase of
the approximately 700-mile overhead high voltage direct current
transmission (HVDC) transmission line currently under development.
HVDC is the most efficient and cost effective technology to move large

amounts of electricity over long distances due to its lower electricity losses and
smaller footprint than comparable alternating current (AC) lines.

http://www.plainsandeasterncleanline.com/site/home

%

Click here to visit the Plains

& Eastern EIS website

View Project Updates

Plains & Eastern Clean Line

Landowner Code of ;Cohduct

~

Project Videos

Project Overview

Construction Simulation

1001 McKinney Street, Suite 700, Houston, TX 77002 « T (877) 573-2851 « F (832) 319-631

Copyright © Clean Line Energy Partners 2010 - 2014. All rights reserved.
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AG HEARING EXH. NO.

December 16, 2013

Chairman Armstrong RECEIVED

Public Service Commission
P.O. Box 615 DEC 26 2013
Frankfort, Ky 40602-0615 PUBLIC SERVICE

, COMMISSION
RE: Big Rivers Electric Corporation

Dear Chairman Armstrong:

I am a long-term employee of Big Rivers Electric and a member of Kenergy.
I am very concerned with the state of affairs at Big Rivers, as aresult of
the CEO and management team and the lack of true oversight by the Board
of Directors.

A review of the departure of key employees during the last few years is a
clear sign of the lacking of CEO leadership. When in excess of 5 senior
level, VP or above, have left the organization, many before their planned
retirement dates, this is a clear sign of lack of trust in the CEO. As a
remaining employee, I must ask, “What is leading to this high turnover? Is
there a problem with the top management and Board of Directors?”

To address specifics and not generalities, firgt let’s start at the top with the
Board of Directors. Iam not sure the Board of Directors understands their
duty. They seem to just follow along with whatever the CEO or attorney
presents, without question. Directors typically arrive on Thursday
evening at 6:00 PM for a meal provided by Big Rivers followed by the
“Workshop” and adjourns at 8:00 PM. The next day the Board begins at
8:00 AM to go through the official agenda. Much of the time is spent with
various employees presenting canned reports. The Board also takes
whatever official action the CEO or attorney requests. The Board usually
adjourns at 10:30 to 11:00 AM with a 15-30 minute break included. The
Board has spent nearly 4 hours doing the business of Big Rivers. For this
short time the Board has received 2 days of fees, a free meal, a motel stay

. and been paid amileage fee. Imust ask, “If I as amember of Kenergy are
getting my money’s worth?” Are the Board of Directors serving to receive
their feeg or are just being bought and paid for by the CEO?

The Board of Directors attends numerous other functions in the name of
Big Rivers. They attend the NRECA Annual Meeting, the NRECA Regional
Meetings, NRECA Director’s Conference, CFC Meetings, ACES Meetings,
and many others. At each of these meetings the Board members receive
fees and expenses. Again, I must ask, “Are the Board members serving for
fees or are they serving to help the various parties, employees or
members?” Would the Board serve if the fee were a smaller amount or

OAG EXHIBIT _ 5



eliminated? Iask you to look at the total fees paid to each Board member,
as the ratepayers are funding these fees and expenses.

Today’s Big Rivers in not the same organization I came to work for years
ago. The leadership is self-serving and cares little for the members who
pay the bills and are the owners. The CEO and VP’s seem to care more
about their high salaries and their large bonuses. Other employees are
making average wages. Big Rivers continues to provide selective end-of-
the-year bonuses, even though you as KPSC have questioned the giving of
the bonuses. Big Rivers seems to thumb its nose at the PSC.

During the most recent rate case, it surprised a number of employees the
amount of the inerease that was given, this on top of extremely large
margins, in excess of $26,000,000 with a budgeted margin of $3,000,000.
This provided Big Rivers with a windfall of $23,000,000 to provide the
bonuses. This entire margin was before the increase, which was given. I
and the other members have to pay the large margins; many members
cannot afford these rates, to provide for the CEO.

The CEO of Big Rivers openly mocks the PSC, saying he has the confidence
of the PSC Chairman, as shown by his remarks in the last case. Big Rivers
has the attitude they can do as they please and how they please. The CEO
and VP’s have no concern for the cooperatives or the members, such as
myself, being served by Kenergy. Big Rivers is not focused on the same
values ag existed when I was hired. The organization has become very self-
centered and lost it cooperative focus, in spite of the many good employees.
The leadership at the top is not concerned with the average member; the
CEO has lost all touch with the cooperative principles and good
management. Iam very concerned, if things continue in this direction, Big
Rivers will no longer be here.

The load mitigation and replacement plan as presented and approved by
the Board of Directors during the April, May, or June meeting and filed
with RUS does not agree with the facts as presented to you during the last
case. The CEO said it did not matter that the facts did not match, the PSC
would believe anything he said. The plan as filed with RUS does not show
an offset of lowered rates if replacement load is found.

My request to you, is to look at Big Rivers from the Board of Directors,
CEO, VP’s, and the entire organization to determine if this organization ig
meeting its original goals and objectives and will the organization survive
in the future. AsIam nearing my retirement age, I would like to feel proud
to say I worked at Big Rivers; today I can not say that. I ask for your help,
for the good of all the good employees. Please provide some oversight and
help those who are affected, both employees and those retail members.



I speak for myself, but also for many other employees who feel we have
been cast aside by our CEO. Out of fear for my job, before my retirement
date, I will not sign this letter.

Thanks for your consideration in this important matter, for all of Western
Kentucky. .

Concerned Big Rivers employee and Kenergy member.

Cc:  Attorney General

Cormmissioner Gardner
Comrmissioner Breathitt
KPSC Executive Director
KIUGC

Sierra Club



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION FOR A GENERAL
ADJUSTMENT IN RATES
CASE NO. 2013-00199
Response to the Office of the Attorney General’s
' Initial Request for Information
AG HEARING EXH. NO. __ dated August 19, 2013
September 3, 2013

1 Item 107) Please provide a copy of any and all economic analysis(es ) upon which Big
2 Rivers bases or will base its decision to close the Wilson generation unit, and/or any other

3 generation unit(s).

4 a. Explain fully why idling Wilson is better and more cost-effective than selling ir.

6 Response) Please see Big Rivers’ response to AG 1-108(a) in Case No 2012-00535.

8  Witness) Robert W. Berry

Case No. 2013-00199

Response to AG 1-107

"/ Witness: Robert W. Berry

OAG EXHIBIT ___j’i_ Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 108) Please provide a copy of any and all economic analysis(es)
upon which Big Rivers bases or will base its decision to close the

Wilson generation unit, and/or any other generation unit(s).

a. Explain fully why idling Wilson is better and more cost-
effective than selling it.

Response) The economic analysis is not complete and will be made
available when completed.

a. Big Rivers does not necessarily believe that idling the Wilson

Station is better or more cost-effective than selling the unit. If

Big Rivers were able to sell the‘asset at a price greater than or

equivalent to its Net Book Value on the asset, Big Rivers

Members would be able to save the $72.6 Million (2014-2016)

referenced in AG-107(e), as well as the annual depreciation,

interest, insurance, property taxes, and layﬁp maintenance.

Please see Big Rivers’ response to PSC 2-18 for a discussion of

its current efforts regarding the sale of Wilson Station.

Witness) Robert W. Berry

Case No. 2012-00535
Response to AG 1-108
Witness: Robert W. Berry
Page 1 of 1
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Centuryauminum

Hawesville
Operations
June 12, 2012
!

Mark Bailey Serge Gosselin
President and CEO Plant Manager
Big Rivers Electric Corporation Sebree Works - Aluminum
201 Third Street 9404 State Route 2096
Henderson, KY 42419 Robards, KY 42452

Re: June 14 Meeting with Governor Beshear.

Gentlemen:

As you know, Governor Beshear has requested a meeting with us on June 14™ to address the
issue of current power prices. As we have communicated to you and to the Governar, the
Hawesville aluminum smelter cannot sustain operations at Big Rivers’ current and projected
power rates. We see this meeting as an opportunity to come to an agreement among the
attendees on a plan to solve this pressing issue. So that all partles can be prepared to engage in
meaningful negotiations on the 14" we are proposing the following modifications to the rate
provisions of the current contract. Specifically the rate provisions of the Retail and Wholesale
Electric Service Agreements would be replaced by one of the following:

(1) Power service would be provided by BREC from BREC resources, but the applicable rate
would be a market-based rate for all MWh delivered to Hawesville with the rate equél
to “day ahead” index market price at the MISO/BREC interface—the BREC.BREC MISO
node; or

(2} Power service would be provided by BREC from BREC resources, but the rate would be

. based on the actual variable operating costs incurred by BREC at specified units plus a
fixed adder of $XX/MWh not to exceed market price as deflned in Section (1); or

Century Aluminum of Kentucky, Gonoral Partnership
Post Office Box 500
Hawasville, KY 42348

{270) 685-2483 Phona
{270) B52-2899 Fax
A Cantury Aluminura Company

OAG EXHIBIT .5




(3Y At Hawesville's request, Big Rivers would obtaln price quotes for 24X7 firm power with
,capacity for delivery at the MISO/BIg Rivers Interface — the BREC.BREC MISO node — in
amounts {MWHh) and durations {start date/end date) as requested by Hawesvllle. Big
. Rivers would acquire such forward purchases at the lowest avallable price provided the

+ price-met Hawesville's threshold. The rate for all power delivered to Hawesville would
- be: '

{a) The contract price ($/MWh) for all MWh purchased and delivered under such
forward contracts;

{b) The “day ahead” index price at the MISO/Big Rivers Interface for all energy
imbalance, including when load Is not covered by a forward contract; and

Hawesville would have the right to curtail any portlon of its load at any time,
provided that under the third option Blg Rivers would remarket any unused
forward purchases and Hawesville would pay or receive a payment for the net

difference. Hawesville would pay Kenergy the existing retalf fee in §4.12 of the
Retall Agreement under each option.

We look forward to discussing this proposal at the meeting with the Governor. Inthe
* meantime, we are happytod

Iscuss the proposal with you or answer any questions you may
have. ; ’

Very Truly Yours,

“$ohn Hoerner

Cc: Governor Steve Beshear; Chief of Staff, Mike Haydon
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ORIGINAL

Your Touchstone Energy® Cooperative KT

COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

In the Matter of:

THE APPLICATION OF BIG RIVERS
ELECTRIC CORPORATION FOR
APPROVAL TO ISSUE EVIDENCE OF
INDEBTEDNESS

Case No.
2012-00492

A S S

Response to the Kentucky Industriél Utility Customers’
Initial Request for Information
dated December 19, 2012

Volume 2
Responses to Item Nos. 9 through 22

FILED: January 3, 2013

RIGINAL
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Confidential

BIG RIVERS ELECTRIC CORPORATION

DISCLOSURE STATEMENT

July 12, 2012

Case No. 2012-00492

Attachment for Response to KIUC 1-9
Witness: Billie J. Richert

Page 295 of 458
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BIG RIVERS ELECTRIC CORPORATION
INTRODUCTION

General

Big Rivers Electric Corporation (“Big Rivers™ or the “Company™) is an electric generation and
transmission (“G&T™) rural electric cooperative corporation. It was organized as a not-for-profit rural
electric cooperative under the laws of Kentucky in June, 1961 to enable its Members (as defined herein)
to pool their resources and provide for the power and transmission needs of their combined service
territories. The Company currently operates as a taxable cooperative. See “MANAGEMENT’S
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS ~
Critical Accounting Policies — Accounting for Income Taxes.” Big Rivers provides wholesale electric
service to its three Members under a number of wholesale power contracts which contracts, in the
aggregate, supply the total wholesale power requirements of the Members (see “Wholesale Power
Contracts™), except the requirements of Kenergy Corp. (“Kenergy™) for service to two aluminum smelters
required by the Smelters Agreements (as defined herein). The two aluminum smelters are Rio Tinto
Alcan (*Alcan™), a product group of Rio Tinto, and Century Aluminum of Kentucky General Partnership
(“Century™), a wholly-owned subsidiary of Century Aluminum Company. Alcan and Century are
referred to herein as the “Smelters.” For a discussion of certain recent statements made on behalf of the
Smelters, see the discussion under the caption “THE SMELTER AGREEMENTS.”

Big Rivers owns 1,444 net MW of electric generating facilities, described herein under
“GENERATION AND TRANSMISSION ASSETS — Generation Resources” and approximately 1,266
miles of transmission lines and 22 substations, described herein under “GENERATION AND
TRANSMISSION ASSETS —~ Transmission.”

In addition to its owned electric generation and transmission facilities, Big Rivers operates the
312 net MW Henderson Municipal Power and Light (“HMP&L”) Station Two Generating Facility
(“Station Two™) in accordance with a Power Plant Construction and Operation Agreement dated August
1, 1970 between HMP&L and Big Rivers (the “Station Two Operation Agreement™), and purchases all
the power and energy from Station Two not used by HMP&L to serve the needs of the City of Henderson,
Kentucky (the “City” or the “City of Henderson™), in accordance with a Pawer Sales Contract between
HMP&L and Big Rivers dated August 1, 1970 (the “Station Two Power Sales Coniract™). See
“GENERATION AND TRANSMISSION ASSETS — Other Power Supply Resources —. Station Two
Faciliry.”

In 2011, the Company’s average wholesale revenue per kWh to the Members, including amounts
withdrawn from the economic reserve, was $.04678 per kWh for rural loads and $.04168 per kWh for
large industrial loads (exclusive of the Smelter loads and Domtar cogenerator backup served by Kenergy).
The-Company’s average wholesale revenue per kWh to Kenergy to serve the two Smelter loads in 2011
was $.04448 per kWh on sales of 6.9 million MWh. Excluding the Smelters, sales to its Members were
3.3 million MWh in 2011, 2.4 million MWh for rural loads and 0.9 million MWh for large industrial
loads. Member Non-Smelier MWh sales in 2011 decreased by 2.0% from 2010. Rural Joads in 2011
decreased by 4.4% from 2010 while large industrial loads increased by 4.3%.  To the extent surplus
capacity and energy are available, Big Rivers may sell electricity to non-Member utilities and power
marketers (“Non-Members™). During 2011, the Company sold approximately 3.1 million MWh to Non-
Members.

Cooperative Structure

In general, a cooperative is a business organization owned by its members, which are also its
customers. Cooperatives provide goods or services to their members on a not-for-profit basis, in part by

eliminating the need to praduce profits or a return on equity in excess of required margins. Generally,
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electric cooperatives design rates on an overall basis to recover cost-of-service and collect a reasonable
amount of revenue in excess of expenses (i.e., margins). Margins are typically repaid to the members in
subsequent years on the basis of their patronage during the years the margins were earned.

A G&T cooperative is a cooperative engaged primarily in providing wholesale electricity to iis
members, which may be either wholesale or retail power suppliers. Electricity sold by a G&T
cooperative is provided from its own generating facilities or through power purchase agreements with its
wholesale power suppliers. A distribution cooperative is a local membership cooperative whose members
are the individual retail customers of an electric distribution system.

The Members

The Members of Big Rivers are Kenergy, Meade County Rural Electric Cooperative Corporation
(“Meade™) and Jackson Purchase Energy Corporation (“Jackson Purchase”, and collectively with Kenergy
and Meade, the “Members™). The Members of Big Rivers are local consumer-owned distribution
cooperatives providing retail electric service on a not-for-profit basis to their customers, who are their
members. The customer base of the Members generally consists of residential, commercial and industrial
consumers within specific geographic areas. The Members provide electric power and energy to
customers located in portions of 22 western Kentucky counties. As of December 31, 2011, the Members
served approximately 113,000 member-customers (meters). Kenergy has approximately 55,300 retail
members, Meade has approximaiely 28,500 retail members and Jackson Purchase has approximately
29,200 retail members. See APPENDIX B - “MEMBER FINANCIAL AND STATISTICAL
INFORMATION.”

Bankruptcy and Subsequent Operation

In September 1996, Big Rivers filed a voluntary petition for relief under Chapter 11 of the United
States Bankruptcy Code. The filing was precipitated largely by the Company’s inability to sell its
capacity in excess of that required to serve its Members at prices sufficient to cover all of its costs, which
shortfall was exacerbated by long-term coal contracts under which prices had escalated well above market
prices. In July 1998, a bankrupicy court-approved Plan of Reorganization (the “Plan of Reorganization”)
became effective. The Plan of Reorganization fundamentally changed the operations of the Company and
resulted in the restructuring of the Company’s long-term debt.

In accordance with the Plan of Reorganization, the Company leased all of its generating facilities
to Western Kentucky Energy Corp. (“WKEC”), a wholly-owned subsidiary of LG&E Energy Corp.
(LG&E, and subsequently E.ON U.S., LLC (“E.ON”). WKEC assumed and agreed .to perform and
discharge all of the Company’s obligations under these assets that first arose or accrued on or after the
effective date of the Plan of Reorganization. In addition to assuming respansibility for operation of the
generating facilities owned by the Company, WKE Station Two Inc. (“WKE Station Twd”), another
wholly owned subsidiary of LG&E, assumed responsibility for the operation of Station Two and the
Company’s obligation to purchase power from Station Two under the Station Two Power Sales Contract.
Pursuant to the Plan of Reorganization, WKEC and WKE Station Two (which was subsequently merged
into WKEC) became responsible for the Company’s prior responsibilities to operate and maintain the
generating facilities owned by the Company and Station Two. Capital costs for these generating facilities
were shared by WKEC and the Company in several different ratios depending upon whether or not the
capital expenditores were incurred in order to comply with a state law enacted after the effective date of
the Plan of Reorganization or a revision or change of an existing law enacted after such date. Operation
and maintenance costs, including fuel, were, for the most part, the responsibility of WKEC.

The Plan of Reorganization (the “LG&E Arrangements”) also included a power purchase
agreement (the “LEM Power Purchase Agreement”) between the Company and LG&E Energy Marketing
Inc. (“LEM™). The LEM Power Purchase Agreement established minimum hourly and annual power

purchase amounts that Big Rivers was required to take and certain maximum hourly and annual power
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purchase amounts that LEM was required to make available to the Company. The Company paid
specified fixed rates for power purchased under the LEM Power Purchase Agreement that were not
dependent upon market prices for electric power and energy nor the costs associated with power and
energy generated by the generating facilities owned by the Company and operated by WKE Station Two.

Throughout the duration of the LG&E Arrangements Big Rivers received lease payments from
WKEC of approximately $31 million annually. These lease payments were subject to adjustment for
certain environmental costs and changes in the amount of power available to Big Rivers from LEM. The
Company was responsible for 70% of all property taxes on the generating facilities leased to WKE Station
Two during the LG&E Arrangements and WKEC paid 30%.

The Plan of Reorganization required LEM to pay Big Rivers an average of approximately $18
million annually, which amount corresponded to the estimated margins the Company had anticipated to
realize from sales to its Members to supply the loads of the Smelters. The Plan of Reorganization also
required the transfer of responsibility for providing the wholesale power and energy to Kenergy necessary
to serve the needs of the Smelters from Big Rivers to LEM.

The Company provided transmission service to the Members and Non-Members pursuarit to its
Open Access Transmission Tariff (“OATT”). Under the LG&E Arrangements, LEM paid Big Rivers a
minimum $5 million annually for transmission service.

Unwind of LG&E Arrangements

In March 2007, Big Rivers executed a Transaction Termination Agreement (the “Termination
Agreement”) among LEM, WKEC and Big Rivers setting forth the term and conditions upon which the
Company and E.ON agreed to terminate the LG&E Arrangements (the *“Unwind™). Protracted
negotiations with creditors, governmental agencies, the Smelters and others followed the execution of the
Termination Agreement. The closing of the Unwind took place on July 16, 2009.

Summary of Major Provisions of Unwind

In connection with the closing of the Unwind, E.ON compensated Big Rivers with approximately
$864.6 million of value and Big Rivers took certain other actions as set forth below:

¢ E.ON made a cash payment to the Company of approximately $506.7 million. This amount
represented (1) a termination payment by WKEC to the Company to compensate it for the
risks associated with assuming responsibility for the operation of the Company’s owned
generating facilities and Station Two and (2) the netted amount of various payment
obligatiens by both WKEC and the Company contemplated by the Termination Agreement.

s WKEC waived the requirement in the LG&E Arrangements that the Company make a
payment at the expiration or early termination of the LG&E Arrangements in respect of the
residual value of WKEC’s capital contributions to the Company’s owned generating facilities
and Station Two. Additionally, WKEC conveyed to the Company certain utility plant assets
used in connection with the operation of the Company’s owned generating plants previously
leased to WKEC. The value of these items was approximately $188.0 million.
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» The Company established three reserves, (1) an economic reserve with an initial principal
amount equal to $157 million (the “Economic Reserve™), (2) a second economic reserve with
an initial principal amount equal to $60.9 million (the “Rural Economic Reserve”), and (3) a
transition reserve with an initial principal amount equal to $35 million (the “Transition
Reserve”). The Economic Reserve and Rural Economic Reserve accounts were established
to help the Company cushion the effect of any potential future rate increases for fuel,
environmental, and purchase power expenses on its rates to the Members for service to their
non-Smelter members. The Transition Reserve account was established as a financial reserve
account that would help the Company mitigate financial costs, if any, associated with the
termination of the Smelter Agreements by a Smelter. In 2011 Big Rivers used the $35
million from the Transition Reserve to prepay a portion of its Rural Utilities Service (“RUS”™)
related debt and Big Rivers will use a portion of the proceeds of a bank loan to replenish the
Transition Reserve. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — Executive Overview.”

o WKEC conveyed to the Company a flue gas desulphurization (“FGD”) system which had
recently been constructed at the Company’s Kenneth C. Coleman Plant (the “Coleman
Plant”). The value ascribed to the flue gas desulphurization facility was approximately $98.5
million. '

e  WKEC conveyed to the Company personal property and inventories of coal, petroleuin coke,
fuel oil, lime, limestone and spare parts, and materials and supplies. The value of these items
was approximately $55.0 million.

. WKEC forgave a promissory note of approximately $15.4 million the Company owed to
LEM.

e  WKEC conveyed to the Company 14,000 sulfur dioxide (“SO,”) allowances allotted by the
United States Environmental Protection Agency (“EPA”) with a fair market value of
approximately $1.0 million on July 16, 2009.

» The lease of the generating facilities to WKEC and all the other property interests of WKEC
and LEM in the generating facilities previously leased to WKEC were terminated.

e The Station Two Agreement was terminated and the Company resumed its responsibility to
operate Station Two and to purchase the output of Station Two in excess of the City’s
requirements in accordance with the Station Two Power Sales Contract.

Change in Capital Structure Resulting from Unwind

" On July 16, 2009, the Company prepaid $140.2 million of the indebtedness it owed to the RUS
and the schedule of maximum permitted outstanding balances on the amortizing debt the Company éwed
to the RUS was adjusted. The non-interest bearing RUS Series B Note was also restructured in concert
with the Unwind into a single “bullet” payment due December 31, 2023. The Company’s debt to RUS
was incurred primarily to finance its generating assets. In connection with the Unwind the Company
obligated itself to reduce the maximum permitted outstanding balances of its RUS debt by $60.0 million
by October 1, 2012 and $200.0 million by January 1, 2016. The Company is using the proceeds of certain
bank loans to satisfy these obligations. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS —~ Executive Overview.”
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The chart set forth below shows the impact of the Unwind on the Company’s outstanding debt.

Pre-Unwind Unwind Close Post-Unwind
Debt Instrument Balance Transaction Balance
(In millions of dollars)

RUS Series A Note $ 740.0 $1402% $599.8

RUS Series B Note 106.5 0.0 106.5

LEM Settlement Note 154 15.4@ 00

PMCC Note 124 124® 0.0

County of Ohio, Kentucky, promissory note (1983 Series) 588 00 58.8
1983 Series Pollution Control Bonds

County of Ohio, Kentucky, promissory note (2001A Series) 83.3 0.0 83.3

2001 A Series Pollution Control Bonds

31,0164 3168.0 $848.4

(1) BigRivers payment to RUS on Unwind closing date.
(2) Forgiveness of debt by E.ON.
(3) Big Rivers payment to Philip Morris Capital Corporation on Unwind closing date.

As a result of the Unwind, the Company went from an equity to total capitalization ratio of -19%
as of December 31, 2008, to 35.3% as of December 31, 2011.

Resumption of Operational Responsibilities in Connection with Generating Facilities

In connection with the Unwind, the lease of the Company generating facilities to WKEC was
terminated and the Company resumed responsibility for the operation of its generating facilities. Thus,
the Company assumed responsibility for the risks associated with such operation (e.g. fuel, capital costs
associated with change in law). The Company intends to use the output of its generating facilities to
supply the needs of the Members, including approximately 850 MW of power that is necessary for
Kenergy to supply its contractual obligations to the Smelters, which were primarily serviced by LEM
prior to the Unwind. See “THE SMELTER AGREEMENTS” and APPENDIX D - “SUMMARY OF
CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.” Power and energy generated above
the Members® requirements will be sold into the wholesale power market.

‘Wholesale Power Contracts with Members

Each of Meade, Jackson Purchase and Kenergy is party to a wholesale power contract with Big
Rivers (the “All Requirements Contracts™) providing that Big Rivers sells and delivers to the Member,
and the Member purchase and receive from Big Rivers, all the electric power and energy which the
Member requires for the operation of the Member’s system (except Kenergy’s requirements for the
Smelters) to the extent that Big Rivers has power and energy and facilities available. The term of each
All Requirements Contract extends through December 31, 2043 and neither of the parties may unilaterally
terminate the contract, without cause, prior to such date. Each All Requirements Contract may be
terminated by either party thereto after December 31, 2043, upon six months’ notice.

The All Requirements Contracts require each Member to pay the Company monthly for capacity
and energy furnished. The All Requirements Contracts provide that if a Member fails to pay any bill by
the first business day following the twenty-fourth day of the month, the Company may, upon five (5)
business days’ written notice, discontinue delivery of electric power and energy. The All Requirements
Contracts also provide that, so long as any notes and note guarantees are outstanding from the Company
to the RUS, the Member may not reorganize, dissolve, consolidate, merge, or sell, lease or transfer all or a
substantial portion of its assets unless it has either (i) obtained the Company’s written consent and the
written consent of the RUS, or (ii) paid a portion of the outstanding indebtedness on the notes and the
Company’s other commitments and obligations then outstanding, such portion to be determined by the
Company with RUS approval. The All Requirements Contracts may only be amended with the approval
of the RUS and upon compliance with such other reasonable terms and conditions as the Company and

RUS may agree. .
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Each Member is required to pay the Company for capacity and energy furnished under its All
Requirements Contract in accordance with the Company’s established rates as approved by the Kentucky
Public Service Commission (“KPSC”). All Requirements Contracts with the Members provide that the
Company’s board of directors (the “Board of Directors™) establish rates to produce revenue sufficient, but
only sufficient, together with all of the Company’s other revenue, to pay the cost of operation and
maintenance of all of the Company’s generation, transmission and related facilities, to pay the cost of
capacity and energy purchased by the Company for resale, to pay the cost of transmission service, to pay
the principal of and interest on all the Company’s indebtedness and to provide for the establishment and
maintenance of reasonable financial reserves.

The All Requirements Contracts require the Company’s Board of Directors to review the rates at
least annually and to revise such rates as necessary to produce revenue as described above. Big Rivers
must give Members no less than thirty (30) days’ or more than forty-five (45) days’ written notice of
every rate revision. The Company’s electric rate revisions are subject to the approval of the RUS and the
KPSC, after which the Members are permitted to incorporate such rate changes into their own rate
structures. See “RATE AND ENVIRONMENTAL REGULATION — Kentucky Rate Regulation™ for
information relating to rate regulation by the KPSC.

Smelter Agreements with Kenergy

In addition to the All Requirements Contracts, Big Rivers and Kenergy are parties to two
wholesale electric service agreements under which the Company provides a fixed amount of power and
energy of 850 MW that is necessary for Kenergy to supply its contractual obligations to the Smelters
through December 31, 2023. These agreements are exceptions to the “all requirements” obligations in the
All Requirements Contracts with Kenergy. See “THE SMELTER AGREEMENTS” and APPENDIX D
- “SUMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.”

Existing Generation and Transmission Resources

The Company owns interests in seven base load coal-fired generating units and one oil- or natural
gas-fired combustion turbine generating unit, all of which are in commercial operation. These units
provide the Company with approximately 1,444 MW of capacity. See “GENERATION AND
TRANSMISSION ASSETS — Generation Resources” for a discussion of the Company’s existing
generation facilities. The Company also has a variety of purchase arrangements, including the Station
Two Power Sales Contract with the City of Henderson and a contract with (the “SEPA Contract™) the
Southeastern Power Administration (“SEPA™), which together supply the Company with up-to 375 MW
of power. The Company purchases 197 MW from HMP&L pursuant to the Station Two Power Purchase
Agreement and up to 178 MW under the SEPA Contract. The Company normally uses its entitlement
under the SEPA Contract for peaking; however, as a result of problems with certain dams on the
Cumberland River hydro system, the Company’s capacity entitlement has been suspended and the
Company currently is receiving only energy. See “GENERATION AND TRANSMISSION ASSETS —
Other Power Supply Resources” for a discussion of the Company’s power purchase arrangements. The
Company also owns 1,266 miles of transmission lines and 22 substations and has additional access to
approximately 100 MW of firm transmission service through an agreement with another utility. The
Company is a participant in the Midwest Independent System Operator, Inc. (“MISO™). MISO is a non-
profit regional transmission organjzation operating in 13 states in the Midwest United States and
Manitoba, Canada. MISO has functional control of the operation of its participants transmission facilities
of 100 kilovolts (“k'V™). In addition to operating the bulk transmission system of its participants, MISO
also operates the Midwest Market (the “MISO Market”™). In the MISO Market, the Company and other
participants submit day-ahead or real-time bids and offers for the purchase or sale of energy at various
locations. MISO then directs each MISO Market participant whether to operate its generation facilities
and determines the price of energy at each location for a particular time period.
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SELECTED FINANCIAL DATA

The following financial data present selected information relating to the Comipany’s financial
condition and results of operations. The Balance Sheet data as of December 31, 2011 and 2010 and the
Statement of Revenues and Expenses data for years ended December 31, 2011, 2010 and 2009 were
derived from the Company’s audited financial statements included in APPENDIX A. The Balance Sheet
data as of December 31, 2009 and the Statement of Revenues and Expenses data for the years ended
December 31, 2008 and 2007 were derived from the Company’s audited financial statements for those
years. The information shown below should be read in conjunction with the financial statements and the
related notes thereto in Appendix A. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS.”

BIG RIVERS
STATEMENT OF REVENUES AND EXPENSES

(dollars in thousands)

Year Ended December 31,
{Audited)
2011 2010 2009 2008 2007
Operating revenues:
Member tariff electric energy revenues......... $456,351 $432,100 $259,579 5114513 $113,281
Other electric energy revenues... .......o.o..... 102,021} 82,390 67,151 90,006 148,611
Lease TBVENUE .....cvue e iieeres et eeeaoes —— —_ 32,027 58,423 58,265
Other operating TeVENUes ...........c..co v, 3,617 12,834 14,603 10,239 9,713
Total operating reVenues....... ... cooee .. .. 561,989 527,324 373,360 273,181 329,870
Operating expenses:
Operations:
Fuel for electric generation .......... . ...... 226,229 207,749 80,655 — -
Power purchased and interchanged ... . .. 112,262 99,421 116,883 114,643 169,768
Production, excluding fuel ... ... 50,410 52,507 22,381 — —
Transmission and other .................... 39,085 35,273 35,444 28,600 27,196
MaEINENANCE. ... ceeovenesieres v revev oo 47,718 46,880 29,820 4,258 4,240
Depreciation and amortization .. ......... ... ... 35,407 34,242 32485 31,04] 30,632
Total OPErating eXPEnSeS........ vv.mwr vereersermrenncs s 511,111 476,072 317,668 178,542 231,836
Electric operating Marging . .........ooceemevemrs o 50,878 51,252 55,692 94,639 98,034
Interest expense and other:
Interest, net of capitalized interest................. 45,226 46,570 59,898 65,719 60,932
Interest on obligations related to long-term o a
TBASE v.eveveve vy e e e i — — - 6,991 9,919
Amort. of loss from termination of lease........ —_ — 2,172 811 —
INCOME taX EXPENSE. .. vtracrererirae ceeeie cras e 100 259 1,025 5934 —
Oher, TIBL . cve o vee e eerenien s aenan e eneenee 220 166 112 123 103
Total interest expense and other. ... ............c.... 45,546 46,995 63,207 79,578 70,954
Operating margin before non-operating .
ALEITL. e coevorevevesearerassenea e e sen e e mestenieseens 5,332 4,257 (7,515) 15,061 27,080
Non-operating margin:
Interest income on restricted investments
under long-term lease........ccceov e v, — — - 8,742 12,481
Gain on “Unwind” Transaction ... ... ... — — 537,978 — —
Interest income and other....... .o ovvrnenns 268 2,734 867 4013 7,616
Total non-operating margin ............e oo ot 268 2,734 538,845 12,755 20,097
NEt MATZIN « oo ee e e 35,600 $6,991 $531,330 $ 27,816 3 47,177

V Includes Domtar cogenerator backup power revenues.
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BALANCE SHEET

(doHars in thousands)

December 31,
(Aundited)
2011 2010 2009
Assets:
Utility plant, DBE ..o e it e e e $1,092,063 $1,091,566 $1,078,274
Restricted investments under long-term lease ......c.. ccococvovcrer e, - - -
Restricted Investments — Member rate mitigation 1 63,162 217,562 243225
Other deposits and investments, 8t COSt ... ..co..ovccvrin oo, 5911 5,473 5,342
Current Assets:
Cash and cash equivalents...........ccoi v i e 44,849 44,780 60,290
Accounts receivable.... 44,287 45,905 47,493
Fuel inventory...... 33,894 37,328 37,830
Non-fuel inventory ............. 25,295 23,218 20,412
Prepaid @XPENSES ... .o..cooovormrrmniseereaeverir s eee ot e eees s aesns 4217 2,502 3233
Total current assets e e e 152,542 153,733 169,258
Deferred loss—termination of sale-leaseback .. ..o, .. - - -
Deferred charges and other... . ..o oo emteeiee e 4,244 3,851 9,384
TOtal BSSELS ....cco e meace e oo m e e e $1,417,922 §1.472,185 §1,505,483
Equities (Deficit) and Liabilities:
Capitalization:
Equities (deficit) ............. $389,820 $386,575 $379,392
Long-term dEbt ......veceee v i oo aeene e o s 714,254 809,623 834,367
Total capitalization................ ... 1,104,074 1,196,198 1,213,759
Current liabilities:
Current maturities of long-term debt and obligations............. 72,145 7,373 14,185
Notes payable - 10,000 -
Purchased power payable..........ccccivroiurioniin s eianrne e 1,878 1,516 3,362
ACCOUNLS PAYEDIE ..o ivcrsitviansienn crarr e s 28,446 29,782 ' 30,657
ACCTUBA BXDPBNSES . oo vvrcamreeri e sames e canveeesaots ees enssaems e s eren 10,380 10,627 9,864
- ACCTUE HBIESE. ... .. oo e 9,899 11,134 3 9,097
Total current liabilities 122,748 70,432 67,165
Deferred credits and other:
Regulatory liabilities — Member rate mitigation...........c......... 169,001 185,893 207,348
OHET .ot e aetnns svemra o vma s s 22,099 19,662 17,211
Total deferred credits and Other........oo. oo e eer oo 191,100 205,555 : 224:'559
Total equities and liabilities $1.417,522 $1,472,185 §$1,505,483

% Includes $60 million due to the RUS by October 1, 2012, that the Company intends to refinance with the proceeds
of certain bank loans.
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CAPITALIZATION

The Company’s capitalization derived from the financial statements included in APPENDIX A is

as follows:

‘ December 31,

(Audited)
2011

Long-Term debt:
Secured by the Mortgage Indenture:
RUS Series A Note...
RUS Series B Note ..,
1983 Serjes Pollution Comrol Bonds

2001A Series Pollution Control Bonds.,.,...,

Total long-term debt ..
Less: cumrent pomon
Total long-term debt, exc udmg current portion ...
Equity:
Accumulated Margins ..
Other Equities and Accumulated Other Comprehenswe ].ncome rare

Total Equities ...

Total CAPIANZAION ... oo errei ettt et o ey s ceremi e var e e anent s ke e e 15 sr e e as et et e et

[Remainder of page intentionally left blank]

(in thousands)

$521,250
123,049
58,800
83,300

$786,399
72,145°

714,254

397,098
(7.278)
$389,820

$1,104,074

* Includes $60 million due to the RUS by October 1, 2012, that the Company intends to refinance with the proceeds

of certain bank loans.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Caution Regarding Forward Looking Statements

This Disclosure Statement contains forward-looking statements regarding matters that could have
an impact on the Company’s business, financial condition and future operations. These include
statements regarding expected capital expenditures, sales to Members, and liquidity and capital resources.
Some forward-looking statements can be identified by use of terms such as “may,” “will,” “expects,”
“anticipates,” “believes,” “intends,” “projects,” “plans,” or similar terms. These forward-looking
statements, based on the Company’s expectations and estimates, are not guarantees of future performance
and are subject to risks, uncertainties, and other factors that could cause actual events or results to differ
materially from those expressed in these statements. These risks, uncertainties, and other factors include,
but are not limited to, general business conditions, changes in demand for power, federal and state
legislative and regulatory actions and legal and administrative proceedings, changes in and compliance
with environmental laws and policies, weather conditions, the cost of commodities used in Big Rivers’
industry and unanticipated changes in operating expenses, capital expenditures and tax liabilities. Some
of the factors that could cause the Company’s actual results to differ from those anticipated by these
forward-looking statements are described under the caption “RATE AND ENVIRONMENTAL
REGULATIONS.” Any forward-looking statement speaks only as of the date on which the statement is
made, and the Company undertakes no obligation to update any forward-looking statement or statements
to reflect events or circumstances after the date on which the statement is made even if new information
becomes available or other events occur in the future.

Executive Overview

Under the Unwind, the Company obligated itself to reduce the maximum permitted balances of
its RUS Series A Note by $60.0 million on October 1, 2012 and $200.0 million on January 1, 2016. The
Company expects to meet these obligations through the issuance of long-term debt. The Company also -
has significant projected capital expenditures including approximately $283.5 million in pollution control
expenditures in order to keep its coal-fired units in compliance with various EPA standards. Big Rivers
sought KPSC approval for its 2012 environmental compliance plan (“ECP”) in an April 2012 filing. Big
Rivers expects to finance the costs of the ECP using an unsecured line of credit as bridge financing to
permanent, long-term financing. The Company also has a $50.0 million unsecured revolving credit
agreement with CoBank ACB (“CoBank™) that expires July 16, 2012, that it is seeking to renew for a five
year term as described below,

The Company has entered into letters of intent with CoBank and the National Rural Utilities
Cooperative Finance Corporation (“CFC”). Big Rivers will borrow $235 million from CoBank in the
form of a secured term loan. Also, Big Rivers will enter into an unsecured revolving credit agreement
with CoBank to replace its current revolving credit agreement with CoBank. Big Rivers will borrow
$302 millien from CFC under a secured term loan. On July 2, 2012 Big Rivers borrowed $25 million
under the existing CFC revolving credit agreement and prepaid that amount on the RUS Series A Note.
Big Rivers plans to repay this borrowing in connection with the closing of the bank loans. The proceeds
of both the CFC and the CoBank loans will be used primarily to prepay a portion of the RUS Series A
Note. It is expected that the application of the prepayment, together with the use of a portion of the
proceeds of the CFC and the CoBank loans will result in the reduction of the maximum debt balance on
the RUS Series A Note from $561.6 million to $84.6 million. A portion of the CoBank loan will also be
used to replenish the Transition Reserve investment account in the amount of $35 million. Big Rivers
expects to use.a combination of loan proceeds, cash flows from operations, secured debt offerings in the
public debt market and/or loans from the Federal Financing Bank (“FFB”) guaranteed by RUS to finance
its operating costs and its capital expenditures, including the ECP, through 2015,
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On March 28, 2012, Big Rivers filed an application to the KPSC seeking approval to issue both
secured and unsecured debt in connection with the CoBank and the CFC loans. The application was
approved May 25, 2012, and Big Rivers plans to close the loans July 27, 2012. Since the closing is not
scheduled until later this month, the Company and CoBank have extended the term of the expiring
CoBank revolving credit agreement for a period of six months.

The Company is currently forecasting a MFI Ratio (as defined herein under the caption
“Cooperative Operations — Coverage Ratio”) of 1.10 for 2012, as required by the Indenture dated as of
July 1, 2009, as supplemented and amended (the “Martgage Indenture™), which MFI Ratio will result in
net margins of $4.5 million. During the year ended December 31, 2011, Big Rivers achieved net margins
of approximately $5.6 million and the MFI Ratio was 1.12.

Critical Accounting Policies
General

The Company prepares its financial statements in conformity with accounting principles
generally accepted in the United States. Management exercises judgment in the selection and application
of these principles, including making certain estimates and assumptions that impact the Company’s
results of operations and the amount of its total assets and liabilities reported in the Company’s financial
statements. The Company considers critical accounting policies to be those policies that, when applied by
management under a particular set of assumptions or conditions, could materially impact the Company’s
financial results if such assumptions or conditions were different than those considered by management.
Set forth below are certain accounting policies that are considered by management to be critical and to
possibly involve significant risk, which means that they typically require difficult, subjective or complex
judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. Other significant accounting policies and recently issued accounting standards are discussed in
Note One — “Significant Accounting Policies” of Notes to Financial Statements in APPENDIX A.

Use of Accounting Policies and Estimates

The application of accounting policies and estimates is a continuing process. As the Company’s
operations change and accounting guidance evolve, its accounting policies and estimates may be revised.
The Company has identified a number of critical accounting policies and estimates that require significant
judgments. The Company bases its judgments and estimates on experience and varjous other assumptions
that the Company believes are reasonable at the time of application. The Company’s judgments and
estimates may change as time passes and more information about the environment in which it operates
becomes available. If actual results are different than the estimated amounts recorded, adjustments are
made taking the new information into consideration. The Company discusses its critical accounting
policies, significant estimates and otheér certain accounting policies with the Board of Directors, as
appropriate. The Company’s critical accounting policies and significant estimates are discussed below.

Regulatory Accounting

The Company’s accrual basis accounting policies follow the Uniform System of Accounts as
prescribed by RUS Bulletin 1767B-1, as adopted by the KPSC. These regulatory agencies retain
authority over the Company and periodically issue orders and instructions on various accounting and
ratemaking matters. The Company’s operations meet the criteria for application of regulatory accounting
treatment. As a result, the Company records approved regulatory assets and liabilities that result from the
regulated ratemaking process that would not ordinarily be recorded under Generally Accepted Accounting
Principles. The Company had no Regulatory Assets at December 31, 2011 and the Company’s
Regulatory Liabilities were $169.0 million. Regulatory assets generally represent incurred costs that have
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been deferred because such costs are probable of future recovery in Member rates. Regulatory liabilities
generally represent amounts established by the Company’s regulator to mitigate the net effect on the
Members of fuel and environmental surcharges and surcredits. These amounts are recorded in revenue as
the underlying fuel and environmental costs are incurred. The Company continually assesses whether any
regulatory account it has js probable of future recovery or refund by comsidering factors such as
applicable regulatory environment changes, historical regulatory treatment for similar costs, recent rate
orders to other regulated entities and the status of any pending or potential legislation. Based on this
continual assessment, the Company believes its existing regulatory liabilities are probable of fiture
refund. This assessment reflects the current political and regulatory climate at the state level, and is
subject to change in the future. If future recovery of a regulatory asset or refund of a regulatory liability
ceases to be probable, the asset or liability write-off would be recognized in operating income.

Revenue Recognition

Revenues on sales of electricity are recognized as earned when the electricity is provided.
Revenues under the wholesale power contracts for sales to Members including the Smelter Agreements
are based on month-end meter readings and billed the month following the month of service.

Off-Balance Sheet Arrangements
The Company had no off-balance sheet arrangements as of December 31, 2011.
Accounting for Loss Contingencies

The Company is involved in certain legal and environmental matters that arise in the normal
course of business. In the preparation of its financial statements, the Company makes judgments
regarding the future outcome of contingent events and records a loss contingency when it is determined
that it is probable that a loss has occurred and the amount of the loss can be reasonably estimated. The
Company regularly reviews current information available to determine whether any such accruals should
be adjusted and whether new accruals are required. Contingent liabilities are often resolved over long
periods of time. Amounts recorded in the financial statements may differ from the actual outcome once
the contingency is resolved, which could have a material impact on the Company’s future operating
results, financial position or cash flows. The Company had no contingent matters requiring accrual at
December 31, 2011.

Depreciation of Utility Plant

Utility plant is recorded at o?iginal cost. Replacements of depreciable property units are also
charged to utility plant. Replacements of minor items of property are charged to maintenance expense.
The Company performed a depreciation study in 1998 that resulted in depreciation rates based on
extended remaining service lives. Depreciation of utility plant is recorded using the straight-line method
and rates based on the estimated remaining years of service determined by such study. This study, which
significantly reduced depreciation expenses, was approved by the KPSC and the RUS in 1998 and made
effective as of July 1, 1998. These depreciation rates remained in effect up to December 1, 2011.

On March 1, 2011, the Company filed a new depreciation study with the KPSC as part of a
request for approval of an increase in member rates. The new depreciation study, which was approved by
the KPSC in its order dated November 17, 2011, resulted in an 11% increase in depreciation expense and
became effective December 1, 2011.
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Accounting for Income Taxes

The Company was formed in 1961 as a tax exempt cooperative under section 501(c)(12) of the
Internal Revenue Code. To retain exempt status, at least 85% of the Company’s receipts must be
generated from transactions with the Members. In 1983, sales to Members did not meet the 85%
requirement due to sales to Non-Members. Since 1983, the Internal Revenue Service (“IRS”) considers
the Company a taxable organization. Beginning with 2010, post-Unwind, the Company believes that its
sales to Members satisfy the 85% requirement and the Company now could qualify for exempt status. In
order to qualify for exempt status the Company would need to apply to the IRS. The Company has no
current intentions of applying for exempt status. The Company is also subject to Kentucky income tax.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
temporary differences between the book basis and tax basis of assets and liabilities. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to reverse, be recovered or be settled. The probability of
realizing deferred tax assets in the future is based on forecasts of future taxable income and the use of tax
planning that could impact the Company’s ability to realize deferred tax assets. If future utilization of
deferred tax assets is uncertain, a valuation allowance may be recorded against them.

In assessing the likelihood of realization of its deferred tax assets, the Company considers
estimates of the amount and character, patronage or non-patronage, of future taxable income. Actual
income taxes could vary from estimated amounts due to the impacts of various items, including changes
in income tax laws, the Company’s forecasted financial condition and results of operations in future
periods, as well as results of audits and examinations of filed tax returns by taxing authorities. Although
.the Company believes its assessment of its income tax estimates are reasonable, actual results could differ
from the estimates.

At December 31, 2011, the Company reported deferred tax assets of $53.9 million, of which
$12.8 million related to net operating losses and $19.7 million related to the RUS Series B Note. At
December 31, 2011, accrued net operating losses totaled $32.4 million, expiring at various times
between years 2011 and 2031. Additionally, at December 31, 2011, the Company reported deferred tax
liabilities of $9 thousand resulting from pollution control bond refunding costs.

Pension and Other Postretirement Benefits

The Company has noncontributory defined benefit pension plans covering approximately 100 of
its 627 member work force. The salaried employees defined benefit pension plan was closed to new
entrants effective January 1, 2008, and the bargaining employees defined benefit pension plan was closed
to new hires effective November 1, 2008. For those not covered in the defined benefit plans, the
Company established base contribution accoumnts in the defined contribution thrift and 401(k) savings
plans, which were renamed the retirement savings plans. The base contribution account is funded by
employer contributions based on graduated percentages of the employee’s pay, depending on age.

The Company also provides certain postretirement medical benefits for retired employees and
their spouses. Generally, except for retirees who were part of the generation union, the Company pays
85% of the premium cost for all retirees age 62 to age 65. It pays 25% of the premium cost for spouses
under age 62. For salaried retirees age 55 to age 62, the Company pays 25% of the premium cost.
Beginning at age 65, the Company pays 25% of the premium cost if the retiree is enrolled in Medicare
Part B. For each generation bargaining retiree, the Company establishes a retiree medical account at
retirement equal to $1,200 per year of service up to 30 years ($1,250 per year for those retiring on or after
January 1, 2012). The account balance is credited with interest based on the 10-year Treasury Rate
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subject to a minimum of 4% and a maximum of 7%. The account is to be used for the sole purpose of
paying 100% of the premium cost for the retiree and spouse.

The calculations of defined benefit pension expenses, other postretirement benefit expenses, and
pension and other postretirement benefit liabilities, require the use of assumptions. Changes in these
assumptions can result in different expenses and reported liability amounts, and future actual experience
can differ from the assumptions. The Company believes the most critical assumptions are the expected
long-term rate of return on plan assets and the assumed discount rate. Additionally, medical and
prescription drug cost trend rate assumptions are critical in estimating other postretirement benefits.

. Funding requirements for defined benefit pension plans are determined by government
regulations. The Company’s defined benefit pension plans are fully funded for the purposes of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and the Company has made
additional voluntary contributions. At December 31, 2011, for the defined benefit pension plans, the fair
value of plan assets exceeded the present value of the accumulated benefit obligation by $2.5 million.
The Company funds it’s other postretirement benefit plan obligations on a pay-as-you-go basis, on a cash
basis as benefits are paid. No assets have been segregated and restricted to provide for the other
postretirement benefits. At December 31, 2011, the present value of the projected benefit obligation for
the other postretirement benefit plans was $18.0 million.

Cooperative Operations
Utility Margins

The Company operates its electric business on a not-for-profit basis and, accordingly, seeks to
generate revenue sufficient to recover its cost of service and produce net margins sufficient to establish
reasonable financial reserves, meet financial coverage requirements and accumulate additional equity as
determined by the Board of Directors. Revenue in excess of expenses in any year is designated as net
margins in the Company’s Statements of Operations. The Company designates retained net margins in its
Balance Sheets as patronage capital which it assigns to each of its patrons, including the Members, on the
basis of its business with the Company. Any distributions of ‘patronage capital are subject to the
discretion of the Board of Directors and restrictions contained in the Mortgage Indenture. See
APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE MORTGAGE INDENTURE —
Covenants.” :

Rate Structure

Under the wholesale power contracts, the Members pay the Company for all power and energy
supplied at rates approved by the KPSC. The rates to all Members are bundled and include rates for
capacity (also referred to as demand), energy, transmission, ancillary service and other special rates. In
addition to the demand and energy rates, the Company has a fuel adjustment clause, an environmental
surcharge clause, and a purchased power adjustment clause for purchased power not recovered in the, fuel
adjustment clause above a base amount under which it can increase or decrease charges to the Members
based on the variance between the Company’s actual cost and the cost included in its base rates. See
APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.”

Coverage Ratio

Subject to any necessary regulatory approvals, such as KPSC approval and RUS approval, if
required, the Mortgage Indenture requires the Company to establish and collect rates for the use or the
sale of the output, capacity or service of its electric generation and transmission system whi