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KPMG LLP

Suite 2600

400 West Market Street
Louisville, KY 40202

Independent Auditors’ Report

The Board of Directors and Members
Big Rivers Electric Corporation:

Report on the Financial Statements

We have audited the accompanying financial statements of Big Rivers Electric Corporation, which comprise the
balance sheets as of December 31, 2020 and 2019, and the related statements of operations, comprehensive
income, equities, and cash flows for each of the years in the three-year period ended December 31, 2020, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation
of the financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Big Rivers Electric Corporation as of December 31, 2020 and 2019, and the results of its operations

and its cash flows for each of the years in the three-year period ended December 31, 2020 in accordance with
U.S. generally accepted accounting principles.
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KPMG

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 24, 2021, on
our consideration of Big Rivers Electric Corporation’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the effectiveness of Big Rivers
Electric Corporation’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Big Rivers Electric
Corporation’s internal control over financial reporting and compliance.

KPMe LLP

Louisville, Kentucky
March 24, 2021
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BIG RIVERS ELECTRIC CORPORATION
Balance Sheets
December 31, 2020 and 2019

(Dollars in thousands)

Assets 2020 2019
Utility plant — net $ 786,622 905,086
Restricted investments — Member rate mitigation 666 1,391
Restricted investments — NRUCFC Capital Term Certificates — 31,609
Other deposits and investments 22,377 21,474
Current assets:
Cash and cash equivalents 20,400 30,733
Restricted cash — construction funds trustee 353 353
Short-term investments 6,603 9,437
Accounts receivable 40,736 37,266
Fuel inventory 20,391 26,965
Nonfuel inventory 17,457 24,216
Prepaid expenses and other assets 5,129 4,298
Total current assets 111,069 133,268
Deferred charges and other assets:
Regulatory assets 435,252 250,562
Federal tax receivable — 54
Other 2,249 5,769
Total deferred charges and other assets 437,501 256,385
Total $ 1,358,235 1,349,213

Equities and Liabilities

Capitalization:

Equities $ 531,539 523,164
Long-term debt 663,780 706,269
Total capitalization 1,195,319 1,229,433
Current liabilities:
Current maturities of long-term obligations 32,962 27,673
Purchased power payable 3,713 2,702
Accounts payable 23,535 22,328
Accrued expenses 9,345 9,054
Accrued interest 903 3,279
Regulatory liabilities — member rate mitigation 12,223 —
Total current liabilities 82,681 65,036
Deferred credits and other:
Regulatory liabilities — member rate mitigation 1,111 2,111
Regulatory liabilities — TIER credit 20,000 —
Asset retirement obligations 40,410 34,557
Deferred credits and other 18,714 18,076
Total deferred credits and other 80,235 54,744

Commitments and contingencies (note 13)

Total $ 1,358,235 1,349,213

See accompanying notes to financial statements.
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BIG RIVERS ELECTRIC CORPORATION

Statements of Operations

Years ended December 31, 2020, 2019, and 2018

(Dollars in thousands)

2020 2019 2018
Operating revenue $ 328,708 378,727 380,205
Total operating revenue 328,708 378,727 380,205
Operating expenses:
Operations:
Fuel for electric generation 83,939 119,831 128,555
Power purchased and interchanged 35,756 37,893 51,910
Production, excluding fuel 40,616 45,918 47,897
Transmission and other 37,042 38,078 34,359
Maintenance 36,947 39,066 47,897
Depreciation and amortization 54,630 49,356 20,709
Total operating expenses 288,930 330,142 331,327
Electric operating margin 39,778 48,585 48,878
Interest expense and other:
Interest 33,393 36,937 38,568
Income tax benefit (448) (28) (12)
Other — net 830 696 717
Total interest expense and other 33,775 37,605 39,273
Operating margin 6,003 10,980 9,605
Nonoperating margin:
Interest income and other 4,192 5,735 5,625
Total nonoperating margin 4,192 5,735 5,625
Net margin $ 10,195 16,715 15,230

See accompanying notes to financial statements.
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BIG RIVERS ELECTRIC CORPORATION
Statements of Comprehensive Income
Years ended December 31, 2020, 2019, and 2018

(Dollars in thousands)

Net margin

Other comprehensive income (loss):
Defined-benefit plans:
Actuarial gain (loss)
Amortization of loss

Defined-benefit plans

Postretirement benefits other than pensions:
Prior service cost
Actuarial gain (loss)
Amortization of gain

Postretirement benefits other than pensions
Other comprehensive income (loss)

Comprehensive income

See accompanying notes to financial statements.

$

2020 2019 2018
10,195 16,715 15,230
(779) 1,506 (1,350)
296 559 804
(483) 2,065 (546)
(112) (414) (138)
(1,205) (820) 413
(20) (198) (30)
(1,337) (1,432) 245
(1,820) 633 (301)
8,375 17,348 14,929
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BIG RIVERS ELECTRIC CORPORATION

Statements of Equities

Years ended December 31, 2020, 2019, and 2018

(Dollars in thousands)

Other equities

Consumers’ Accumulated
Donated contributions other
Retained capital and to debt comprehensive Total
margin memberships service income/(loss) equities
Balance — December 31, 2017 $ 486,800 764 3,681 (358) 490,887
Net margin 15,230 — — — 15,230
Pension and postretirement benefit plans — — — (301) (301)
Balance — December 31, 2018 502,030 764 3,681 (659) 505,816
Net margin 16,715 — — — 16,715
Pension and postretirement benefit plans — — — 633 633
Balance — December 31, 2019 518,745 764 3,681 (26) 523,164
Net margin 10,195 — — — 10,195
Pension and postretirement benefit plans — — — (1,820) (1,820)
Balance — December 31, 2020 $ 528,940 764 3,681 (1,846) 531,539

See accompanying notes to financial statements.
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BIG RIVERS ELECTRIC CORPORATION
Statements of Cash Flows
Years ended December 31, 2020, 2019, and 2018

(Dollars in thousands)

2020 2019 2018
Cash flows from operating activities:
Net margin $ 10,195 16,715 15,230
Adjustments to reconcile net margin to net cash provided by operating
activities:
Depreciation and amortization 55,329 49,407 24,365
Interest compounded — RUS Series A Note — — 26
Interest compounded — RUS Series B Note 11,557 10,911 10,300
Interest income compounded — RUS Cushion of Credit (advance
payments unapplied) (169) (169) (120)
Noncash member rate mitigation revenue (9,532) (15,578) (5,525)
Changes in certain assets and liabilities:
Accounts receivable (3,470) (3,876) 13,007
Fuel and nonfuel inventory 13,333 (1,289) 14,186
Prepaid expenses and other (831) 2,663 (1,621)
Deferred charges (12,042) (13,162) (3,239)
Purchased power payable 1,011 (2,632) 2,802
Accounts payable (3,706) 46 1,726
Accrued expenses (2,085) (3,115) 2,634
Other — net 6,619 15,113 2,494
Net cash provided by operating activities 66,209 55,034 76,265
Cash flows from investing activities:
Capital expenditures (61,154) (23,281) (24,480)
Proceeds from restricted investments and deposits 43,902 21,655 1,097
Purchases of restricted investments and other deposits and investments (12,854) (22,462) —
Proceeds of short-term investments 11,074 11,334 627
Purchases of short-term investments (8,239) (11,165) (1,011)
Net cash used in investing activities (27,271) (23,919) (23,767)
Cash flows from financing activities:
Principal payments on long-term obligations (141,337) (38,495) (93,488)
Proceeds from long-term obligations 93,241 — 43,595
Proceeds from line of credit 83,300 — —
Payments on line of credit (83,300) — (20,000)
Payments on debt issuance costs (1,175) — —
Net cash used in financing activities (49,271) (38,495) (69,893)
Net decrease in cash and cash equivalents (10,333) (7,380) (17,395)
Cash and cash equivalents — beginning of year 31,086 38,466 55,861
Cash and cash equivalents — end of year $ 20,753 31,086 38,466
Supplemental cash flow information:
Cash paid for interest $ 24,801 26,487 28,957
Cash paid for income taxes — 2 1
Supplemental schedule of non-cash financing and investing activities:
Change in regulatory assets associated with asset retirement obligations $ 13,476 2,897 5,294
Change in regulatory assets associated with utility plant 156,122 83,616 26,417
Purchases of utility plant in accounts payable 4,694 582 (1,236)

See accompanying notes to financial statements.
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BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

(1) Organization and Summary of Significant Accounting Policies

(@)

(b)

(c)

(d)

General Information

Big Rivers Electric Corporation (“Big Rivers” or the “Company”), an electric generation and
transmission cooperative, supplies wholesale power to its three member distribution cooperatives
(Jackson Purchase Energy Corporation, Kenergy Corp. (“Kenergy”), and Meade County Rural Electric
Cooperative Corporation) under all requirements contracts. Big Rivers also markets power to
nonmember utilities, power marketers, and the Midcontinent Independent System Operator (“MISO”).
The members provide electric power and energy to industrial, residential, and commercial customers
located in portions of 22 western Kentucky counties. The wholesale power contracts with the members
remain in effect until December 31, 2043. Rates to Big Rivers’ members are established by the
Kentucky Public Service Commission (“KPSC”) and are subject to approval by the Rural Utilities
Service (“RUS”). The financial statements of Big Rivers include the provisions of the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 980, Regulated
Operations, and give recognition to the ratemaking and accounting practices of the KPSC and RUS.

Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets, liabilities, revenues and expenses, and disclosure of contingent assets
and liabilities. The estimates and assumptions used in the accompanying financial statements are
based upon management’s evaluation of the relevant facts and circumstances as of the date of the
financial statements. Actual results may differ from those estimates.

System of Accounts

Big Rivers maintains its accounting records in accordance with the Uniform System of Accounts as
prescribed by RUS Bulletin 1767B-1, as adopted by the KPSC. These regulatory agencies retain
authority and periodically issue orders on various accounting and ratemaking matters. Adjustments to
RUS accounting have been made to make the financial statements consistent with generally accepted
accounting principles in the United States of America.

Revenue Recognition

Revenues generated from the Company’s wholesale power sales are based on month-end meter
readings and are recognized as earned when electricity is delivered. Capacity revenues are recognized
in the period in which the Company provides capacity to a counterparty.

In May 2014, the FASB issued Accounting Standards Update (*“ASU”) 2014-09, Revenue from
Contracts with Customers (Topic 606). The main principle of the ASU is that an entity should recognize
revenue to depict the transfer of promised goods or services to its customers in an amount that reflects
the consideration to which the entity expects to be entitled in exchange for those goods or services.
ASU 2014-09 became effective for the Company for its annual reporting period beginning on

January 1, 2019.

8 (Continued)
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(f)

@)

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

Utility Plant and Depreciation

Utility plant is recorded at original cost, which includes the cost of contracted services, materials, labor,
and overhead. In accordance with FASB ASC 835-20, Interest — Capitalization of Interest, the
Company also includes capitalized interest on projects with an estimated total cost of $250 or more
before consideration of capitalized interest. The interest capitalized is determined by applying the
effective rate of Big Rivers’ weighted average debt to the accumulated expenditures for qualifying
projects included in construction in progress. Replacements of depreciable property units, except minor
replacements, are charged to utility plant.

Depreciation of utility plant in service is recorded using the straight-line method over the estimated
remaining service lives, as approved by the RUS and KPSC. During 2012, a depreciation study was
completed to evaluate the remaining economic lives of the Company’s assets and establish new
depreciation rates. The study was approved by the RUS in 2012 and by the KPSC in 2014, with the
rates becoming effective February 1, 2014. The annual composite depreciation rates used to compute
depreciation expense are as follows:

Electric plant 0.35%—25.38%
Transmission plant 1.36%—2.29%
General plant 3.76%—9.88%

For 2020, 2019, and 2018, the average composite depreciation rates were 3.19%, 2.41%, and 2.52%,
respectively. At the time utility plant is disposed of, the original cost plus cost of removal less salvage
value of such utility plant is charged to accumulated depreciation, as required by the RUS. For 2020
and 2019, Big Rivers TIER credit was charged to depreciation and amortization as discussed in Note 5.
There was no TIER credit in 2018.

Impairment Review of Long-Lived Assets

Long-lived assets are reviewed as facts and circumstances indicate that the carrying amount may be
impaired. FASB ASC 360, Property, Plant, and Equipment, requires the evaluation of impairment by
comparing an asset’s carrying value to the estimated future cash flows the asset is expected to
generate over its remaining useful life. If this evaluation were to conclude that the future cash flows
were not sufficient to recover the carrying value of the asset, an impairment charge would be recorded
based on the difference between the asset’s carrying amount and its fair value (less costs to sell for
assets to be disposed of by sale) as a charge to net margin.

Asset Retirement Obligations

FASB ASC 410-20, Asset Retirement and Environmental Obligations — Asset Retirement Obligations,
requires legal obligations associated with the retirement of long-lived assets to be recognized at fair
value when incurred and capitalized as part of the related long-lived asset. The liability is accreted each
period based on the credit-adjusted risk-free rate of return that existed when the liability, or portion
thereof, was initially measured. The period accretion is recognized as an increase in the carrying
amount of the liability, and the capitalized cost is depreciated over the useful life of the related asset.

9 (Continued)
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(h)

(i)

)

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

When the asset is retired, the entity settles the obligation for its recorded amount or incurs a gain or
loss.

Big Rivers has recorded liabilities in its financial statements for asset retirement obligations (“AROs")
related to the requirements of the U.S. Environmental Protection Agency’s (‘EPA”) Disposal of Coal
Combustion Residuals from Electric Utilities Rule (“CCR Final Rule”) and Effluent Limitations
Guidelines Rule (“ELG Final Rule”) for the coal ash ponds located at its Green Station and the City of
Henderson’s Station Two (“Station Two”) generating units.

The CCR Final Rule was published in the Federal Register on April 17, 2015 and provides a
comprehensive set of requirements for the safe disposal of CCRs, commonly known as coal ash, from
coal-fired power plants. The EPA subsequently published an update to the CCR Final Rule, effective
on September 28, 2020, allowing facilities to submit a demonstration for an extension to the deadline
for unlined CCR surface impoundments to stop receiving waste. The Company submitted the
demonstration in November 2020 requesting approval to operate its Green Station ash pond until
June 2022, with closure commencing at that time. The ELG Final Rule was published in the Federal
Register on November 3, 2015, and sets limits on the levels of toxic metals in wastewater that can be
discharged from power plants. See Note 3 for further discussion of the Company’s AROs.

Inventory

Inventories are carried at average cost and include coal, lime, limestone, oil and gas used for electric
generation, and materials and supplies used for utility operations. Purchased emission allowances are
recorded in inventory at actual cost by each vintage year. Allowances issued by the EPA are recorded
at zero cost by each vintage year. Total purchased and EPA issued allowances are carried in inventory
at a weighted average cost by each vintage year. Issuances of allowances are accounted for on a
vintage basis using a monthly weighted average cost.

Restricted Investments

Certain investments are restricted under KPSC order to establish reserve funds for Member rate
mitigation. The 2012 loan agreement with the National Rural Utilities Cooperative Finance Corporation
(“CFC”) required as a condition of the extension of credit, that an equity ownership position be
established by all borrowers. During 2020, the CFC agreed to Big Rivers utilizing the equity ownership
position to pay off the 2012B CFC Equity Note.

The equity investments did not have readily determinable fair values and were accounted for at cost
minus impairment, if any, plus or minus changes resulting from observable price changes in orderly
transactions for the identical or a similar investment. No impairment or observable price changes were
recorded during 2020, 2019, or 2018.

Cash and Cash Equivalents

Big Rivers considers all short-term, highly liquid investments with original maturities of three months or
less to be cash equivalents.

10 (Continued)
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(k)

()

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

Restricted Cash

Big Rivers has restricted cash related to proceeds from the sale of utility plant as required by the RUS
loan contract.

Short-Term Investments

Short-term investments include certificates of deposits (“CDs”) held for investment and investments in
debt securities. Both of the aforementioned short-term investments have original maturities greater
than three months and less than one year.

(m) Regulatory Assets and Liabilities

(n)

(0)

FASB ASC 980 applies to regulated entities for which rates are designed to recover the costs of
providing service. In accordance with this FASB topic, certain items that would normally be reflected in
the statement of operations are deferred on the balance sheet. Regulatory assets represent probable
future revenues associated with certain incurred costs, which will be recovered from members through
the regulated rate-making process. Regulatory assets are reduced during the period(s) in which the
related costs are recovered through rates or when future recovery is no longer probable. Conversely,
regulatory liabilities represent future reductions in revenues associated with amounts that are to be
credited, or refunded, to members through the regulated rate-making process. Regulatory liabilities are
reduced during the period(s) in which the related amounts are refunded to members through rates or
when future refunding of the amounts is no longer probable.

Other Deposits and Investments

Other deposits and investments consist primarily of patronage capital, cash collateral/margin call
deposits, investments in associated organizations, and investments held in trust for a deferred
compensation plan. Investments held in trust consist primarily of equities and money market accounts
and are carried at fair value. Remaining deposits are recorded at their original cost as their cost
approximates fair value due to the nature of the deposit.

Income Taxes

Big Rivers was formed as a tax-exempt cooperative organization as described in Internal Revenue
Code Section 501(c)(12). To retain tax-exempt status under this section, at least 85% of Big Rivers’
annual income must be generated from transactions with the Company’s members. In 1983, sales to
nonmembers resulted in Big Rivers failing to meet the 85% requirement. Until Big Rivers can meet the
85% member income requirement, the Company will not be eligible for tax-exempt status and will be
treated as a taxable cooperative.

As a taxable cooperative, Big Rivers is entitled to exclude the amount of patronage allocations to
members from taxable income. Income and expenses related to nonpatronage-sourced operations are
taxable to Big Rivers. Big Rivers files a federal income tax return and certain state income tax returns.

Under the provisions of FASB ASC 740, Income Taxes, Big Rivers is required to record deferred tax
assets and liabilities for temporary differences between amounts reported for financial reporting
purposes and amounts reported for income tax purposes on the tax return. Deferred tax assets and

11 (Continued)

Page Ref. 123.12



()

(a)

(r)

(s)

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

liabilities are determined based upon these temporary differences using enacted tax rates for the year
in which these differences are expected to reverse. Deferred income tax expense or benefit is based
on the change in assets and liabilities from period to period, subject to an ongoing assessment of
realization. Tax benefits associated with income tax positions taken, or expected to be taken, in a tax
return are recorded only when the more-likely-than-not recognition threshold is satisfied and measured
at the largest amount of benefit that is greater than 50% likely of being realized upon settlement.

Patronage Capital

As provided in the Company’s bylaws, Big Rivers accounts for each year’s patronage-sourced income,
both operating and nonoperating, on a patronage basis. Notwithstanding any other provision of the
bylaws, the amount to be allocated as patronage capital for a given year shall not be less than the
greater of regular taxable patronage-sourced income or alternative minimum taxable
patronage-sourced income.

Derivatives

Management has reviewed the requirements of FASB ASC 815, Derivatives and Hedging, and has
determined that certain contracts to which the Company is a party to meet the definition of a derivative
under FASB ASC 815. The Company has elected the Normal Purchase and Normal Sale exception for
these contracts, and therefore, the contracts are not required to be recognized at fair value in the
financial statements.

Fair Value Measurements

FASB ASC 820, Fair Value Measurement, defines fair value as the exchange price that would be
received for an asset or paid to transfer a liability (an exit price) in the principal, or most advantageous,
market for the asset or liability in an orderly transaction between market participants at the
measurement date. ASC 820 establishes a three-level fair value hierarchy that prioritizes the inputs
used to measure fair value. This hierarchy requires entities to maximize the use of observable inputs
when possible. The three levels of inputs used to measure fair value are as follows:

e Level 1 - quoted prices in active markets for identical assets or liabilities;

e Level 2 — observable inputs other than quoted prices included in Level 1, such as quoted prices for
similar assets and liabilities in active markets; quoted prices for identical or similar assets and
liabilities in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data; and

e Level 3 - unobservable inputs that are supported by little or no market activity and that are
significant to the fair values of the assets or liabilities, including certain pricing models, discounted
cash flow methodologies, and similar techniques that use significant unobservable inputs.

Deferred Loan Costs

The Company capitalizes costs incurred in connection with long-term debt. These costs are amortized
using the effective interest methodover the term of the respective debt financing agreements.

12 (Continued)
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(u)

(v)

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

In accordance with ASU 2015-03, Interest-Imputation of Interest (Subtopic 835-30), deferred loan costs
related to a recognized debt liability are presented on the balance sheet as a direct deduction from the
carrying amount of the related debt liability instead of being presented as an asset.

Deferred Credits and Other

Deferred credits and other includes employee-related benefits and capacity revenue sales billed but not
yet earned. Employee related benefits include, but are not limited to, pension and post-retirement
benefit costs and amounted to $18,474 and $16,403 at December 31, 2020 and 2019, respectively.
Deferred capacity revenue, which will be recognized within the next year, amounted to $240 and
$1,673 at December 31, 2020 and 2019, respectively.

New Accounting Guidance

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (ASU 2016-02). The main
principle of this ASU requires that lessees recognize all leases (other than leases with a term of twelve
months or less) on the balance sheet as lease liabilities, based upon the present value of the lease
payments, with corresponding right of use assets. ASU 2016-02 also makes targeted changes to other
aspects of the current guidance, including the lease classification criteria and the lessor accounting
model. In May 2020, the FASB delayed the required implementation date of ASU 2016-02 for private
entities by one year. The amendments in ASU 2016-02 will be effective for the Company for annual
reporting periods beginning after December 15, 2021. The Company is currently assessing the impact
of adopting the guidance but does not believe it will have a material effect.

Reclassification

Certain items in 2019 have been reclassified on the financial statements for comparative purposes to
conform with presentation in the current year financial statements. Specifically, the regulatory
debit-TIER credit is reflected in depreciation and amortization on the Statements of Operations and the
Statements of Cash Flows in the current year and was presented separately in the 2019 financial
statements. The amount of the TIER credit is $33,334 and $27,743 in 2020 and 2019, respectively. The
reclassification has no impact on net margins.

(w) Risks and Uncertainties

The outbreak of the COVID-19 pandemic has resulted in governments and customers enacting
emergency measures to combat the spread of the virus. These measures have included the
implementation of travel bans, self-imposed quarantine periods, social distancing, additional safety
protocols, and temporary customer facility shutdowns. The KPSC ordered utilities to continue serving
customers who do not pay, and subsequently issued an order requiring utilities to offer payment plans
to customers with past due account balances. The Company met its financial targets in 2020 and did
not experience any material adverse impacts. It is not currently possible to estimate the length,
severity, or financial impact of these developments in the future. Any prolonged restrictive measures
put in place in order to contain the outbreak of the virus could adversely affect the Company’s financial
results.

13 (Continued)
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BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

(2) Utility Plant

The Company retired Coleman Station and Reid Station Unit 1 on September 30, 2020. The utility plant
associated with Coleman Station and Reid Station Unit 1 in the amount of $124,210 and $6,731,
respectively, were retired and recorded in a regulatory asset. See Note 5 for further discussion of the
Company’s regulatory asset balances related to the Coleman Station and Reid Station Unit 1 retirement
costs. At December 31, 2020 and 2019, utility plant is summarized as follows:

2020 2019
Classified plant in seniice:

Production plant $ 1,460,252 1,713,576
Transmission plant 326,898 294,407
General plant 56,845 54,416
Other 67 67
1,844,062 2,062,466
Less accumulated depreciation 1,102,333 1,193,043
741,729 869,423
Construction in progress 44,893 35,663
Utility plant — net $ 786,622 905,086

Big Rivers’ secured long-term debt obligations and 2020 Amended and Restated Syndicated Senior
Secured Credit Agreement, dated June 11, 2020, are secured under Big Rivers’ Indenture dated as of

July 1, 2009, as supplemented and amended (the “Indenture”), between Big Rivers and U.S. Bank National
Association, as trustee (the “Indenture Trustee”). Obligations are secured under the Indenture by a
mortgage lien on substantially all of Big Rivers’ owned tangible, and certain intangible, properties including
Big Rivers’ production, transmission, general, and other Utility Plant. See Note 4 for further discussion of
Big Rivers’ Debt and Other Long-Term Obligations secured under its Indenture.

Depreciation expense on utility plant for the years ended December 31, 2020, 2019 and 2018, was
$21,119, $20,748 and $20,709, respectively.

Interest capitalized for the years ended December 31, 2020 and 2019, was $587 and $207, respectively.

The Company has identified certain legal obligations, as defined in FASB ASC 410, Asset Retirement and
Environmental Obligations, associated with the retirement of long-lived assets that require the recognition
of a liability. See Note 3 for further discussion of the Company’s asset retirement obligations.

As of December 31, 2020 and 2019, the Company had recorded an estimated $48,683 and $60,723,
respectively, related to nonlegal removal costs included in accumulated depreciation as required by the
RUS.

14 (Continued)
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BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

(3) Asset Retirement Obligations

The Company has AROs arising from legal obligations associated with the retirements of certain long-lived
assets. The liabilities were initially measured at fair value and subsequently adjusted for accretion expense
and changes in estimated future cash flows. The corresponding asset retirement costs are capitalized as
part of the carrying amount of the related long-lived assets and depreciated over their remaining useful
lives. The following table presents the activity for the ARO liabilities for the years ended December 31,
2020 and 2019:

2020 2019
ARO balance at beginning of year 3 34,557 29,746
Changes in estimated timing or cost 4,421 (a) 3,418 (b)
Accretion expense 1,732 (c) 1,528 (c)
Actual costs incurred (300) (135)
ARO balance at end of year $ 40,410 34,557

(a) During 2020, the EPA issued an update to the CCR Final Rule which shortened the deadline to close
the ash pond at Green Station. In order to comply with federal regulations, the settlement date for
closure of this ash pond was reduced by approximately three years. Accordingly, in 2020, Big Rivers
recorded an adjustment to the Green Station ARO liability to reflect the change in the federal
regulations. The revised regulations did not impact the ARO liability recorded for the ash pond located
at the retired Station Two facility.

(b) During 2019, a study was completed by an independent engineering firm which provided updated
settlement dates and cost estimates for the eventual closures of the ash ponds located at Big Rivers’
Green Station and Station Two, for compliance with federal regulations, including the EPA’s CCR Final
Rule and ELG Final Rule, for which Big Rivers initially recognized ARO liabilities in 2015. The change
in estimated settlement dates, as well as the updated present value of cost estimates, to close the
Green Station and the Station Two ash ponds, per the 2019 studies, was higher than prior estimates
completed by independent engineering firms during 2017. Accordingly, in 2019, Big Rivers recorded
adjustments to its ARO liabilities to reflect the change in estimates and estimated settlement date.

(c) The 2020 and 2019 annual ARO accretion expense of $1,732 and $1,528, respectively, was deferred
and included in the Regulatory Assets amount reported on the Company’s balance sheet as of
December 31, 2020 and 2019. The KPSC final order in Case No. 2019-00435, the Environmental
Compliance Plan, approved the recovery of the capital costs for ash pond closure through the
environmental surcharge mechanism (“ESM”) based on non-levelized amortization of the actual ash
pond closure spending-to-date, allocable over a rolling 10-year period. This method ensures that cost
recovery from Members through the ESM is based on actual project spending while also allowing Big
Rivers to match its amortization expense with ESM revenue.
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(4) Debt and Other Long-Term Obligations
A detail of long-term debt at December 31, 2020 and 2019 is as follows:

2020 2019

CFC Refinance Promissory Note, Series 2012B, serial note

pricing, 4.30% effective interest rate, final maturity

date of May 2032 $ 201,380 214,712
RUS 2009 Series B Promissory Note, stated amount of

$245,530, no stated interest rate, 5.80% imputed interest

rate, maturing December 2023 206,585 195,027
CoBank Promissory Note, Series 2012A, 4.30% fixed interest

rate, final maturity date of June 2032 161,137 171,442
County of Ohio, Kentucky, promissory note, 6.00% fixed

interest rate, maturing in July 2031 — 83,300
CFC Equity Note, Series 2012B, 5.35% fixed interest rate,

final maturity date of May 2032 — 32,229
2018 RUS Guaranteed FFB Loan, W8, 2.83% fixed interest

rate, final maturity date of January 2033 23,585 25,228
2018 RUS Guaranteed FFB Loan, X8, 2.94% fixed interest

rate, final maturity date of December 2043 17,308 17,836

Old National Bank, Paycheck Protection Program Loan, 1.00%
fixed interest rate, maturing in 18 months if determined

ineligible (see Note 4(i)) 9,941 —
CFC Promissory Note, Series 2020B, 2.49% fixed

interest rate, final maturity date of February 2031 83,300 —

Total long-term debt 703,236 739,774

Less current maturities 32,962 27,673

Less unamortized deferred debt issuance costs 2,836 2,343

Less advance payments unapplied — RUS cushion of credit 3,658 3,489

Total long-term debt — net of current maturities,
deferred debt issuance costs, and advance
payments $ 663,780 706,269
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The following are scheduled maturities of long-term debt at December 31, 2020:

(@)

(b)

(c)

Amount
Year:

2021 $ 32,962
2022 31,293
2023 235,783
2024 31,086
2025 31,825
Thereafter 340,287

Total $ 703,236

National Rural Utilities Cooperative Finance Corporation (CFC) Refinance and Equity
Promissory Notes, 2012B

In July 2012, Big Rivers issued new debt with CFC in the form of a secured term loan in the amount of
$302,000 (the “Refinance Note”) and a CFC Equity Note in the amount of $43,156. The Refinance Note
is secured under Big Rivers’ Indenture, dated July 1, 2009 between the Company and U.S. Bank
National Association, and consists of twenty individual notes with different fixed interest rates ranging
from 3.05% to 5.35%. The Refinance Note has an effective interest rate of 4.30% and a final maturity
date of May 2032.

The Equity Note was prepaid during 2020 utilizing proceeds received from the sale of Capital Term
Certificates previously held with the CFC.
RUS Notes

On July 15, 2009, Big Rivers’ previous RUS debt was replaced with the RUS 2009 Promissory Note
Series A (the “RUS Series A Note”) and the RUS 2009 Promissory Note Series B (the “RUS Series B
Note”).

The RUS Series B Note has no stated interest rate, is recorded at an imputed interest rate of 5.80%,
and is secured under Big Rivers’ Indenture. The $245,530 stated amount of the RUS Series B Note is
due December 2023.

CoBank, ACB (CoBank) Promissory Note, Series 2012A

In July 2012, Big Rivers issued new debt with CoBank in the form of a secured term loan in the amount
of $235,000, which is secured under Big Rivers’ Indenture. The loan has a fixed interest rate of 4.30%
and a final maturity date of June 2032.
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Pollution Control Bonds

In June 2010, the County of Ohio, Kentucky, issued $83,300 of Pollution Control Refunding Revenue
Bonds, Series 2010A (“Series 2010A Bonds”), the proceeds of which were supported by a promissory
note from Big Rivers, bearing the same interest rate as the bonds and secured under Big Rivers’
Indenture. These bonds bear interest at a fixed rate of 6.00% and mature in July 2031. These bonds
were subject to an optional redemption on or after July 15, 2020, which Big Rivers exercised on

July 15, 2020, utilizing proceeds from a CFC loan to pay off the bonds. See Note 4(h) for additional
information regarding the 2020 CFC loan used to redeem the Series 2010A Bonds.

2018 RUS Guaranteed FFB Loan, W8

In April 2018, Big Rivers received a $25,630 loan from the Federal Financing Bank (“FFB”) (the “W8
Loan”) which is guaranteed by the RUS and secured under Big Rivers’ Indenture. The W8 Loan is for
long-term financing of capital projects included in Big Rivers’ 2012 Environmental Compliance Plan
(“ECP”) to comply with the EPA’s Mercury and Air Toxics Standards (“MATS”) rule. These capital
projects were completed in 2016 and were originally funded with Big Rivers’ general funds.
Accordingly, the proceeds of the W8 Loan were used to replenish Big Rivers’ general funds. The W8
Loan has a fixed interest rate of 2.828%, which includes a 0.125% RUS administration fee, and has a
final maturity date of January 2033.

2018 RUS Guaranteed FFB Loan, X8

In April 2018, Big Rivers received a $17,965 loan from the FFB, (the “X8 Loan”) which is guaranteed by
the RUS and secured under Big Rivers’ Indenture. The X8 Loan is for long-term financing of capital
projects included in Big Rivers’ 2013-2015 Transmission Construction Work Plan, which were
completed in 2017 and were originally funded with Big Rivers’ general funds. Accordingly, the proceeds
of the X8 Loan were used to replenish Big Rivers’ general funds. The X8 Loan has a fixed interest rate
of 2.935%, which includes a 0.125% RUS administration fee, and has a final maturity date of
December 2043.

Line of Credit (CFC Syndicated Line, Series 2020A)

On March 5, 2015, Big Rivers entered into a $130,000 Syndicated Senior Secured Credit Agreement
(the “2015 Agreement”) with CFC, CoBank, Fifth Third Bank, KeyBank National Association, and
Regions Bank. In conjunction with the 2015 Agreement, Big Rivers issued secured promissory notes
(the “Series 2015A Notes”), equal to each lender's commitment, which are secured under Big Rivers’
Indenture.

On September 19, 2017, the 2015 Agreement was amended to, among other things, reduce the total
facility amount from $130,000 to $100,000, and extend the maturity date from March 5, 2018 to
September 18, 2020.

On July 11, 2020, the existing 2015 Agreement, that was previously amended and restated in 2017,
was replaced with a $150,000 Syndicated Secured Credit Agreement (the “2020 Agreement”) with
CFC, CoBank, Fifth Third Bank, KeyBank National Association, Regions Bank, and Bank of America. In
conjunction with the 2020 Agreement, Big Rivers issued secured promissory notes (the “Series 2020A
Notes”), equal to each lender’'s commitment, which are secured under Big Rivers’ Indenture.
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As of December 31, 2020, Big Rivers had no outstanding borrowings under the 2020 Agreement and
$4,729 in issued letters of credit outstanding, which reduced its available borrowing capacity under the
2020 Agreement from $150,000 to $145,271.

As of December 31, 2019, Big Rivers had no outstanding borrowings under the 2015 Agreement and
$7,579 in issued letters of credit outstanding, which reduced its available borrowing capacity under the
2015 Agreement from $100,000 to $92,421.

CFC Promissory Note, 2020B

On December 23, 2020, Big Rivers issued new debt with CFC in the form of a secured balloon note in
the amount of $83,300 for the purpose of early redemption of the Series 2010A Bonds. This note is
secured under Big Rivers’ Indenture, with a fixed interest rate of 2.49% and a final maturity date of
February 2031.

Old National Bank, Paycheck Protection Program (“PPP”) Note

In response to the COVID-19 pandemic, the federal government passed and signed the Coronavirus
Aid, Relief, and Economic Security Act (“CARES Act) into law on March 27, 2020. This act allowed
qualified businesses to borrow money through the Paycheck Protection Program administered by the
Small Business Administration (“SBA) to cover payroll and other related expenses. On April 7, 2020,
Big Rivers applied for PPP funds in the amount of $9,941. The unsecured loan was approved and
funds were received on April 21, 2020. On August 18, 2020, Big Rivers submitted an application
requesting forgiveness of the $9,941 loan. Terms of the loan are a fixed interest rate of 1.00% and
monthly principal and interest payments of $559 over an 18-month period originally set to commence in
November 2020. Principal and interest payments have been suspended by the lender until Big Rivers
receives a decision from the SBA on the forgiveness application. No repayments were made on the
loan in 2020.

RUS Cushion of Credit

In 2018, Big Rivers began participating in the cushion of credit program administered by the RUS in
conjunction with the execution of the 2018 W8 and X8 RUS Guaranteed FFB Loans. Under the cushion
of credit program, RUS borrowers may make voluntary irrevocable deposits into the cushion of credit
account which, during 2020, accrued interest at an annual rate of 4.75%. Per the terms of the RUS’
commitment to guarantee Big Rivers’ W8 and X8 Loans, Big Rivers agreed to make an initial deposit of
$3,200 to the cushion of credit account upon receipt of the loan funds and to make additional deposits,
as needed, so that the balance at the beginning of each year going forward is equal to or greater than
the annual payments due on the W8 and X8 Loans during the year. The interest rate dropped from 5%
to 4% on October 1, 2020 and will become a variable rate on October 1, 2021.

Big Rivers’ amounts in the cushion of credit account (deposits and accrued interest) may only be used
to make scheduled principal and interest payments on the W8 and X8 Loans. As of December 31, 2020
and 2019, Big Rivers’ balance in the RUS cushion of credit account was $3,658 and $3,489,
respectively, which is included on the Company’s balance sheet as a reduction to long-term debt.

19 (Continued)

Page Ref. 123.20



BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

(k) Covenants

Big Rivers is in compliance with all debt covenants associated with both its long-term and short-term
debt obligations. The Company’s Indenture and other debt agreements require that a Margins for
Interest Ratio (“MFIR”) of at least 1.10 be maintained for each fiscal year. The 2020 Agreement
requires that Big Rivers, throughout the duration of the agreement, maintain a minimum Members’
Equities’ Balance at the end of each fiscal quarter-end and as of the last day of each fiscal year in an
amount at least equal to $417,000 plus 50% of the cumulative positive net margin for the period from
December 31, 2019 to the end of the Borrower’s most recently ended fiscal year. Big Rivers’ MFIR for
the fiscal year ended December 31, 2020 was 1.30, and its Equities balance was $531,539.

An MFIR of less than 1.10, per the Indenture and other debt agreements, may result in the following
actions, restrictions, or consequences: Big Rivers may not secure additional debt under the Indenture;
the Company must seek rates that are reasonably expected to yield a 1.10 MFIR; the Company must
provide a written plan satisfactory to the RUS setting forth actions to be taken to achieve the specified
MFIR on a timely basis; an event of default may occur; interest rates may increase; and its line of credit
may be terminated with an acceleration of any outstanding amounts becoming due immediately.

In accordance with the amended and consolidated loan contract between Big Rivers and the United
States of America (acting by and through the RUS Administrator), Big Rivers provided notification to
the RUS Administrator, via letter dated February 7, 2013, of a failure to maintain two Credit Ratings of
Investment Grade. In order to remain compliant under the amended and consolidated loan contract, in
March 2013, the Company, prepared and presented to the RUS, its Corrective Action Plan setting forth
the actions to be taken by management, that are reasonably expected to achieve two Credit Ratings of
Investment Grade. The Company regularly updates the RUS on actions taken to date related to its
Corrective Action Plan. On December 2, 2020, Big Rivers received its second Investment Grade Credit
Rating. With that, Big Rivers has fulfilled the Corrective Plan and will no longer be required to update
the plan.

(5) Rate Matters

The rates charged to Big Rivers’ members consist of a demand charge per kilowatt (“kW”) and an energy
charge per kilowatt-hour (“kWh”) consumed as approved by the KPSC. The rates include specific demand
and energy charges for its members’ two classes of customers, the large industrial customers and the rural
customers, under its jurisdiction. For the large industrial customers, the demand charge is generally based
on each customer’s maximum demand during the current month. For the rural customers, the demand
charge is based on Maximum Adjusted Net Local Load (as defined in Big Rivers’ tariff).

The Company has certain KPSC approved tariff riders; including a fuel adjustment clause and an
environmental surcharge. The net effect of these tariffs is recognized as revenue on a monthly basis with
an offset to the Regulatory Liability — Member Rate Mitigation described below.

The net impact of the tariff riders to members’ rates is currently mitigated by a Member Rate Stability
Mechanism (“MRSM”) that is held by Big Rivers as restricted investments. An offsetting regulatory liability —
member rate mitigation reflects the obligation associated with the funding of these reserve accounts. As
described below, on June 25, 2020, the KPSC approved several changes to the MRSM beginning in
January 2021.
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The KPSC entered an order on October 29, 2013, granting Big Rivers an annual revenue increase of
$54,227, effective August 20, 2013 (Case No. 2012-00535). In its order, the KPSC excluded the Coleman
plant depreciation from rate recovery. The KPSC directed the Company to defer this depreciation expense
and record the deferred amounts in a regulatory asset account. The KPSC's order indicated this action was
being taken due to the planned temporary idling of Coleman, the length of time the plant would be idled,
and the impact of the rate increase on customers. As of December 31, 2020, cumulative depreciation
expense of $13,870 was deferred for the Coleman plant, which includes the TIER credit reduction from
2019, as discussed below. Management believes the remaining balance is probable of recovery in future
rates. The Coleman plant was retired September 30, 2020, as described below for Case No. 2020-00064.

The KPSC entered an order on April 25, 2014, granting Big Rivers an annual revenue increase of $36,160,
effective February 1, 2014 (Case No. 2013-00199). In its order, the KPSC approved Big Rivers’ 2012
Depreciation Study, but excluded Wilson plant depreciation from rate recovery. The KPSC directed the
Company to defer the Wilson depreciation expense and record in a regulatory asset account, similar to the
Coleman depreciation expense deferral per the KPSC’s order in Case No. 2012-00535. As of

December 31, 2020, cumulative depreciation expense of $141,353 was deferred for the Wilson plant, which
is recoverable in future rates. The KPSC also approved Big Rivers’ proposal to temporarily offset the rate
increase by utilization of the MRSM. The KPSC further granted Big Rivers’ proposed accounting treatment
for transmission revenues related to the Hawesville smelter and authorized Big Rivers to pass the
transmission revenues to its members through the MRSM. The net effect of this accounting treatment was
the recognition of revenue on a monthly basis with an offset to the applicable regulatory liability accounts
as the reserve funds were used to offset the impact of the base rate increase on the members’ monthly
bills.

Effective July 17, 2009, the KPSC approved the implementation of the Non-Fuel Adjustment
Clause-Purchased Power Adjustment (“Non-FAC PPA”) which is a rate mechanism allowing Big Rivers to
recover certain costs of purchased power that are not recoverable through its Fuel Adjustment Clause
(“FAC”). An accrual is recorded monthly to a regulatory asset or liability account based on the difference
between the actual purchased power costs recoverable through the Non-FAC PPA and the purchased
power base cost included in base rates. The balance in the regulatory asset or liability account as of
June 30 each year is billed or refunded to members during the following twelve-month period beginning
September 1 through August 31 of the following year.

The CCR Final Rule requires Big Rivers to address the eventual permanent closures of its Green Station
coal ash pond and the coal ash pond at the City of Henderson, Kentucky’s Station Two. Big Rivers
recorded asset retirement obligations for its ash ponds at its Green Station and Station Two generating
stations. See Note 3 for further discussion of the Company’s asset retirement obligations. In accordance
with FASB ASC 410-20, Asset Retirement and Environmental Obligations — Asset Retirement Obligations
and under the RUS Uniform System of Accounts, Big Rivers initially recognized its coal ash pond AROs at
fair value and subsequently adjusted for accretion expense and changes in estimated timing of pond
closures and changes in estimated costs as of December 31, 2020 (Note 3).
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On January 5, 2016, the KPSC issued an order in Case No. 2015-00333 approving Big Rivers’ request to
establish regulatory assets for the deferral of certain expenses it would incur for compliance with the CCR
Final Rule, including accretion and depreciation expense related to the Green Station and Station Two ash
ponds AROs and other incremental expenses.

On August 6, 2020, the KPSC approved Big Rivers’ 2020 Environmental Compliance Plan (“2020 ECP"),
(1) granting Big Rivers the authority to close the Green Station and Station Two ash ponds; (2) granting Big
Rivers the authority to move the Coleman Station flue gas desulfurization system (“FGD”) to Wilson Station
to replace Wilson’s FGD; (3) conditionally granting Big Rivers’ request to establish regulatory assets for the
accretion and depreciation expense related to the Coleman Station legacy ash ponds, should the CCR
Final Rule be extended to apply to such legacy ash ponds; (4) conditionally granting Big Rivers the
authority to close the Coleman Station ash ponds, should the CCR Final Rule be extended to apply to such
legacy ash ponds; (5) authorizing Big Rivers to amortize the Green Station and Station Two ash pond
AROs through its environmental surcharge; (6) conditionally authorizing Big Rivers to amortize the costs
incurred to close the Coleman Station ash pond through its environmental surcharge should the CCR Final
Rule be extended to apply to the Coleman Station ash ponds; (7) authorizing Big Rivers to amortize the
regulatory asset for CCR-related expenses through its environmental surcharge; and (8) authorizing Big
Rivers to establish a regulatory asset for the costs of preparing and prosecuting the 2020 ECP case, the
recovery of which regulatory asset will be taken up in a subsequent proceeding.

As of December 31, 2020, the total amount of CCR-related expenses and costs for asset retirement
obligations deferred and included in Regulatory Assets on the Company’s balance sheet was $42,228, and
the costs of preparing and prosecuting the ECP case that have been deferred and included in Regulatory
Assets on the Company’s balance sheet was $289.

On August 29, 2018, the KPSC entered an order (Case No. 2018-00146) (i) finding that the Station Two
units were no longer capable of the normal, continuous, reliable operation for the economically competitive
production of electricity; (ii) finding that the Station Two contracts, except for the Joint Facilities Agreement,
have therefore terminated pursuant to their own terms; (iii) granting Big Rivers’ request for authority to
continue to operate Station Two under terms of the Station Two contracts for a period up to May 31, 2019;
and (iv) reserving a ruling on Big Rivers’ request for authority to establish a Station Two regulatory asset.
The remaining issues in this case were resolved with a Settlement Agreement between the Office of the
Attorney General, the Kentucky Industrial Utility Customers (“KIUC”), and Big Rivers. The Settlement
Agreement provided that the KPSC would approve the Station Two regulatory asset, that Big Rivers would
establish a Station Two Depreciation Credit, starting in the month that Station Two is retired, to reduce
customer bills based on the revenues Big Rivers would receive associated with depreciation expense on
Station Two, that Big Rivers would establish a TIER Credit to reduce existing regulatory assets in the event
Big Rivers achieves a TIER in excess of 1.45 in 2019 or 2020, and that in Big Rivers’ next general rate
case, the intervenors would support Big Rivers’ recovery of the Station Two, Wilson plant, and,
conditionally, the Coleman plant regulatory assets. On October 23, 2018, the KPSC issued a final order
approving the Settlement Agreement in full. RUS approved the Settlement Agreement on February 22,
2019. Big Rivers retired Station Two on January 31, 2019. On February 26, 2019, Big Rivers filed revised
tariff sheets with the KPSC to incorporate the Station Two Depreciation Credit. As of December 31, 2020,
the total amount of the Station Two contract termination included in the Regulatory Assets on the
Company’s balance sheet was $92,102. This includes Station Two assets transferred from utility plant to
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Regulatory Assets, Station Two Depreciation Credit and the Company’s portion of decommissioning costs
incurred to date.

On December 12, 2018, the KPSC approved Big Rivers’ request to phase out its existing Demand Side
Management (“DSM”) programs, to establish a new Low-Income Weatherization Program, and to establish
a regulatory liability for the savings associated with the phase out of the existing DSM programs. As of
December 31, 2020, the DSM savings were no longer recorded in a Regulatory Liability based on the ruling
received in Case No. 2020-00064, as discussed below.

On June 25, 2020, the KPSC entered an order in Case No. 2020-00064 approving a Settlement
Agreement, as modified by the Commission, between Big Rivers, KIUC and the Attorney General, which
approved Big Rivers’ requests to: (1) establish regulatory assets for the remaining net book value of
Coleman Station and Reid Station Unit 1 at retirement, and for the costs to decommission those units;

(2) cease charging DSM savings to a regulatory liability; (3) utilize the existing DSM regulatory liability in
2020 and 80% of equity headroom in 2021 to reduce certain regulatory assets (the Wilson and Coleman
depreciation regulatory assets; the Coleman, Reid 1, and Station Two retirement and decommissioning
regulatory assets; and a regulatory asset through which the costs related to a focused management audit
were deferred); and (4) recover the amounts deferred in those regulatory assets through amortization. The
KPSC also approved replacing the TIER Credit mechanism in Big Rivers’ MRSM tariff with a new TIER
Credit mechanism. Under the new TIER Credit, in years in which Big Rivers earns in excess of a 1.30
TIER, 40% of the excess margins will be returned to Big Rivers’ members over the following year through a
monthly bill credit. The remaining 60% of the excess margins will be deferred in regulatory liability
accounts, with a minimum required balance of $9,000, to be utilized in a year in which Big Rivers does not
achieve a 1.30 TIER or to further decrease the balance of the regulatory assets with KPSC approval. The
first $700 of the bill credit each year will be allocated to Rural customers, and any bill credit over $700 will
be allocated between the Rural and Large Industrial customers based on revenues.

Big Rivers’ new TIER Credit was $33,334 for 2020, with 40%, or $13,334 to be returned to members over a
twelve-month period beginning February 2021. This amount is recorded as a regulatory liability at
December 31, 2020 presented between current and long-term maturities based on the timing of future bill
credits expected to be provided to the members. The remaining 60%, or $20,000, was also deferred in
regulatory liability accounts with $11,000 expected to offset the regulatory assets, as described above, and
is pending KPSC approval. The remaining regulatory liability of $9,000 will remain as a minimum required
balance as described above. The new TIER Credit was recorded as depreciation and amortization expense
on the statement of operations.
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In connection with the rate matters discussed above, the following tables provide a summary of Regulatory
Assets and Liabilities reflected in the Balance Sheet as of December 31, 2020 and 2019:

Regulatory assets

2020 2019
Coleman plant deferred depreciation $ 13,870 37,245
Wilson plant deferred depreciation 141,353 120,544
Rate case expense and other — 676
Non-FAC PPA 7,772 8,313
Asset retirement obligations 26,645 13,169
Environmental costs (CCR) 15,583 7,934
Station Two contract termination 92,102 90,424
Coleman plant retire/decommission 129,869 —
Reid 1 plant retire/decommission 7,769 —
ECP case expense 289 —
Subtotal regulatory assets 435,252 278,305
TIER Credit — (27,743)
Total regulatory assets $ 435,252 250,562

Regulatory liabilities

2020 2019
Economic resene-member rate mitigation $ 13,334 1,406
Demand side management — 705
TIER Credit 20,000 —
Total regulatory liabilities $ 33,334 2,111

On February 26, 2021, Big Rivers filed an application with the KPSC, Case No. 2021-00061, for review of
its MRSM charge for calendar year 2020. In its application, Big Rivers proposed to use the regulatory
liability amount in excess of the minimum required balance of $9,000, or $11,000, that was established in
Case No. 2020-00064, discussed above, to further reduce the SLM Regulatory Assets in 2021. This case is
pending.

On March 1, 2021, Big Rivers filed an application with the KPSC, Case No. 2021-00079, seeking approval
for a certificate of public convenience and necessity (“CPCN”) to convert Big Rivers’ two existing coal-fired
generating units at its Green Station to run on natural gas, an Order authorizing that the gas conversion
assets be depreciated over a seven-year period, and the establishment of a regulatory asset to defer
recognition of the costs that Big Rivers expects to incur as a result of the retirement of certain Green
Station assets that will no longer be utilized after the conversion. This case is pending.
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(6) Income Taxes

At December 31, 2020, Big Rivers had a Non-Patron Net Operating Loss (NOL) Carryforward of
approximately $40,933 expiring at various times between 2029 and 2037 which was entirely offset by a full
valuation allowance.

On December 22, 2017, the U.S. government enacted comprehensive Federal tax legislation commonly
referred to as the Tax Cuts and Jobs Act of 2017 (the "Tax Act”). The Tax Act significantly modified the
U.S. corporate income tax system by, among other things, reducing the corporate income tax rate from
35% to 21% for tax years beginning after December 31, 2017. The income tax effects of changes in tax
laws are recognized in the period when enacted. In addition to the reduction to the corporate tax rate, the
Tax Act also repealed the Alternative Minimum Tax (*“AMT”) as well as Internal Revenue Code (“IRC”)
Section 168(k)(4). For tax years beginning in 2018, 2019, and 2020, to the extent that AMT credit
carryovers exceed regular tax liability (as reduced by certain other credits), 50% of the excess AMT credit
carryovers are refundable. Any remaining AMT credits will be fully refundable in 2021. The Tax Act also
requires deferred AMT refunds previously reported on the balance sheet in Other Deferred Charges to be
reported as a long-term receivable. At December 31, 2020 and 2019, Big Rivers reported $0 and $54,
respectively, as Federal Tax Receivable.

On January 16, 2020, the Internal Revenue Service issued News Release IR 2020-12 announcing that it
would refund all amounts sequestered from refundable AMT credits under IRC Section 168(k)(4) since
2013. The Company received a refund of $449 and recorded a benefit to federal income tax expense
during 2020.

On March 27, 2020, H.R. 748, the CARES Act was signed into legislation which includes tax provisions
relevant to businesses. The CARES Act provides that any unused AMT credits can be claimed fully in tax
years beginning in 2018 and 2019. The Company claimed a refund of the remaining AMT credit
carryforward of $107 on its 2019 federal tax return and received the refund during fiscal 2020.
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The components of the net deferred tax assets as of December 31, 2020 and 2019 were as follows:

2020 2019
Deferred tax assets:
Net operating loss carryforward 3 10,213 7,602
Fixed asset basis difference 5,906 1,730
Total deferred tax assets 16,119 9,332
Deferred tax liabilities:
RUS Series B Note (3,343) (3,343)
Bond refunding costs (56) (62)
Total deferred tax liabilities (3,399) (3,405)
Net deferred tax asset (pre-valuation allowance) 12,720 5,927
Valuation allowance (12,720) (5,927)

Net deferred tax asset $ — —

A reconciliation of the Company’s effective tax rate for 2020, 2019, and 2018 is as follows:

2020 2019 2018
Federal rate 21.0 % 21.0 % 21.0%
State rate — net of federal benefit 4.0 4.0 4.0
Permanent differences 0.2 0.5 0.3
Patronage allocation to members (25.2) (25.4) (25.3)
Alternative minimum tax credit recovery (4.6) (0.3) (0.3)
Effective tax rate (4.6)% (0.2)% (0.3)%

The Company files a federal income tax return, as well as certain state income tax returns. The years
currently open for federal income tax examination are 2017 through 2019. The major state tax jurisdiction
currently open for income tax examination is Kentucky for years 2016 through 2019. The Company has not
recorded any unrecognized tax benefits or liabilities related to federal or state income taxes.

The Company classifies tax-related interest and penalties as an operating expense on the statement of
operations and accrued expenses on the balance sheet. No material tax-related interest or penalties have
been recorded during 2020, 2019, or 2018.

26 (Continued)

Page Ref. 123.27



BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

(7) Pension Plans
(a) Defined-Benefit Plans

Big Rivers has a noncontributory defined-benefit pension plan covering substantially all employees who
meet minimum age and service requirements and who were employed by the Company prior to the
plan closure dates cited below. The plan provides benefits based on the participants’ years of service
and the five highest consecutive years’ compensation during the last ten years of employment. Big
Rivers’ policy is to fund such plan in accordance with the requirements of the Employee Retirement
Income Security Act of 1974.

Prior to January 1, 2014, Big Rivers had two separate defined-benefit pension plans. The salaried
employees’ defined-benefit plan was closed to new entrants effective January 1, 2008, and the
bargaining employees’ defined-benefit plan was closed to new hires effective November 1, 2008. The
Company simultaneously established base contribution accounts in the defined-contribution thrift and
401(k) savings plans, which were renamed as the retirement savings plans. The base contribution
account for an eligible employee, which is one who meets the minimum age and service requirements,
but for whom membership in the defined-benefit plan is closed, is funded by employer contributions
based on graduated percentages of the employee’s pay, depending on his or her age.

In order to meet minimum participation requirements, Big Rivers’ salaried employees defined benefit
plan was merged into the bargaining employees defined benefit plan. The merger was effective
January 1, 2014 for purposes of Internal Revenue Code and effective December 31, 2014 for all other
purposes. Effective January 1, 2017, participation was frozen in the merged plan for highly
compensated employees in order to comply with IRS code section 401(a)(26).

The Company has adopted FASB ASC 715, Compensation — Retirement Benefits, including the
requirement to recognize the funded status of its pension plan and other postretirement plans (Note 11
— Postretirement Benefits Other than Pensions). ASC 715 defines the funded status of a
defined-benefit pension plan as the fair value of its assets less its projected benefit obligation, which
includes projected salary increases and defines the funded status of any other postretirement plan as
the fair value of its assets less its accumulated postretirement benefit obligation.

ASC 715 also requires an employer to measure the funded status of a plan as of the date of its
year-end balance sheet and requires disclosure in the notes to the financial statements of certain
additional information related to net periodic benefit costs for the next fiscal year. The Company’s
pension and other postretirement benefit plans are measured as of December 31, 2020 and 2019.

The following provides an overview of the Company’s noncontributory defined-benefit pension plan.
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A reconciliation of the Company’s benefit obligations of its noncontributory defined-benefit pension plan
at December 31, 2020 and 2019 is as follows:

2020 2019
Benefit obligation — beginning of period $ 21,620 20,962
Senvice cost — benefits earned during the period 597 599
Interest cost on projected benefit obligation 625 834
Benefits paid (2,194) (2,233)
Actuarial loss (gain) 2,791 1,458
Benefit obligation — end of period $ 23,439 21,620

Big Rivers’ defined-benefit pension plan provides retirees and terminated employees with a lump-sum
payment option. Benefits paid in 2020 include lump-sum payments totaling $2,154 — the result of three
former employees electing the lump-sum payment option. Benefits paid in 2019 include lump-sum
payments totaling $2,193 — the result of five retirees or terminated employees electing the lump-sum

payment option.

The accumulated benefit obligation for the defined-benefit pension plan was $18,998 and $17,545 at
December 31, 2020 and 2019, respectively.

A reconciliation of the Company’s pension plan assets at December 31, 2020 and 2019 is as follows:

2020 2019
Fair value of plan assets — beginning of period $ 20,898 18,973
Employer contributions 222 —
Actual return on plan assets 3,329 4,158
Benefits paid (2,194) (2,233)
Fair value of plan assets — end of period $ 22,255 20,898

The funded status of the Company’s pension plan at December 31, 2020 and 2019 is as follows:

2020 2019
Benefit obligation — end of period $ (23,439) (21,620)
Fair value of plan assets — end of period 22,255 20,898
Funded status $ (1,184) (722)
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Components of net periodic pension costs for the years ended December 31, 2020, 2019, and 2018
were as follows:

2020 2019 2018

Seniice cost $ 597 599 766
Interest cost 625 834 762
Expected return on plan assets (1,318) (1,194) (1,243)
Amortization of prior senice cost (33) (33) (33)
Amortization of actuarial loss 41 325 304
Settlement loss 289 268 533

Net periodic benefit cost $ 201 799 1,089

A reconciliation of the pension plan amounts in accumulated other comprehensive income at
December 31, 2020 and 2019 is as follows:

2020 2019
Prior senice cost $ (11) 22
Unamortized actuarial loss (3,068) (2,617)
Accumulated other comprehensive income $ (3,079) (2,595)

In 2021, $33 of prior service credit and $85 of actuarial loss is expected to be amortized to periodic
pension benefit cost.

The recognized adjustments to other comprehensive income at December 31, 2020 and 2019 are as
follows:

2020 2019
Prior senvice cost $ — —
Unamortized actuarial gain/(loss) 483 (2,065)
Other comprehensive (income)/loss $ 483 (2,065)

At December 31, 2020 and 2019, amounts recognized in the balance sheets were as follows:

2020 2019

Deferred credits and other $ (1,184) (722)
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Assumptions used to develop the projected benefit obligation and determine the net periodic benefit
cost were as follows:

2020 2019 2018
Discount rate — projected benefit obligation 2.05 % 2.99 % 4.12 %
Discount rate — net periodic benefit cost 2.99 412 3.44
Rates of increase in compensation lewvels 4.00 4.00 4.00
Expected long-term rate of return on
assets 6.50 6.50 6.50

The expected long-term rate of return on plan assets for determining net periodic pension cost for each
fiscal year is chosen by the Company from a best estimate range determined by applying anticipated
long-term returns and long-term volatility for various asset categories to the target asset allocation of
the plan. The expected long-term rate of return on assets is based on the median expected rate of
return for a passively-managed portfolio plus the incremental return from active management.

Big Rivers utilizes a third-party investment manager for the plan assets, and has communicated thereto
the Company’s Retirement Plan Investment Policy, including a target asset allocation mix of 50%

U.S. equities (an acceptable range of 45%—-55%), 15% international equities (an acceptable range of
10%—20%), and 35% fixed income (an acceptable range of 30%-40%). As of December 31, 2020 and
2019, the investment allocation was 57% and 55%, respectively, in U.S. equities, 13% and 12%,
respectively, in international equities, and 30% and 33%, respectively, in fixed income. The objective of
the investment program seeks to (a) maximize return on investment, (b) minimize volatility, (c) minimize
Company contributions, and (d) provide the employee benefit in accordance with the plan. The portfolio
is well diversified and of high quality. The average quality of the fixed income investments must be “A”
or better. The equity portfolio must also be of investment grade quality. The performance of the
investment manager is reviewed semiannually.
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At December 31, 2020 and 2019, the fair value of Big Rivers’ defined-benefit pension plan assets by
asset category are as follows:

December 31,

Level 1 Level 2 2020
Cash and money market $ 1,006 — 1,006
Equity securities:
Common stock 9,494 — 9,494
Preferred stock 290 — 290
Mutual funds 6,025 — 6,025
Fixed:
Tax exempt bonds and notes — 54 54
Corporate bonds and notes — 5,386 5,386
$ 16,815 5,440 22,255
December 31,
Level 1 Level 2 2019
Cash and money market $ 607 — 607
Equity securities:
Common stock 8,792 — 8,792
Preferred stock 538 — 538
Mutual funds 5,183 — 5,183
Fixed:
Tax exempt bonds and notes — 2,250 2,250
Corporate bonds and notes — 3,528 3,528
$ 15,120 5,778 20,898
31 (Continued)

Page Ref. 123.32



BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

Expected retiree pension benefit payments projected to be required during the years following 2020 are

as follows:
Amount
Year ending December 31:

2021 $ 1,866
2022 1,405
2023 1,479
2024 2,372
2025 1,648
Thereafter 10,093

Total $ 18,863

(b) Defined-Contribution Plans

Big Rivers has two defined-contribution retirement plans covering substantially all employees who meet
minimum age and service requirements. Each plan has a thrift and 401(k) savings section allowing
employees to contribute up to 75% of pay on a pretax and/or after-tax basis, with employer matching
contributions equal to 60% of the first 6% contributed by the employee on a pretax basis.

A base contribution retirement section was added and the plan name changed from Thrift and
401(k) Savings to Retirement Savings, effective January 1, 2008, for the salaried plan and
November 1, 2008, for the bargaining plan. The base contribution account is funded by employer
contributions based on graduated percentages of pay, depending on the employee’s age.

The Company’s expense under these plans was $4,518, $4,749, and $5,124 for the years ended
December 31, 2020, 2019 and 2018, respectively, recorded as operating expenses on the statement of
operations.

(c) Deferred Compensation Plan

Big Rivers sponsors a nonqualified deferred compensation plan for its eligible employees who are
members of a select group of management or highly compensated employees. The purpose of the plan
is to allow participants to receive contributions or make deferrals that they could not receive or make
under the salaried employees qualified defined-contribution retirement savings plan (formerly, the thrift
and 401(k) savings plan) as a result of nondiscrimination rules and other limitations applicable to the
qualified plan under the Internal Revenue Code. The nonqualified plan also allows a participant to defer
a percentage of his or her pay on a pretax basis.

The nonqualified deferred compensation plan is unfunded, but the Company has chosen to finance its
obligations under the plan, including any employee deferrals, through a rabbi trust. The trust assets
remain a part of the Company’s general assets, subject to the claims of its creditors. The employer
contribution for December 31, 2020 and 2019 was $214 and $156, respectively, and the deferred
compensation expense for December 31, 2020, 2019, and 2018 was $388, $248, and $136,
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respectively. As of December 31, 2020 and 2019, the trust assets were $1,333 and $895, and the
deferred liability was $1,333 and $895, respectively.
(8) Restricted Investments

The amortized costs and fair values (Level 1 measurement) of Big Rivers’ restricted investments held for
Member rate mitigation at December 31, 2020 and 2019 were as follows:

2020 2019
Amortized Fair Amortized Fair
costs values costs values
Debt securities:
U.S. Treasury — Money Market $ 666 666 1,391 1,391
Total $ 666 666 1,391 1,391

There were no gross unrealized gains or losses on restricted investments at December 31, 2020 and 2019.

2020 2019
Gains Losses Gains Losses

Debt securities:
U.S. Treasury — Money Market $ — — — _
Total $ — — — —

Debt securities at December 31, 2020 and 2019 mature, according to their contractual terms, as follows
(actual maturities may differ due to call or prepayment rights):

2020 2019
Amortized Fair Amortized Fair
costs values costs values
In one year or less $ 666 666 1,391 1,391
Total $ 666 666 1,391 1,391
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Gross unrealized losses on investments and the fair values of the related securities, aggregated by
investment category and length of time that individual securities have been in a continuous unrealized loss
position at December 31, 2020 and 2019 were as follows:

2020 2019
Less than 12 months Less than 12 months
Fair Fair
Losses values Losses values
Debt securities:
U.S. Treasury — Money Market $ — 666 — 1,391
Total $ — 666 — 1,391

None of the Company’s restricted investments held for Member rate mitigation were in an unrealized loss
position as of December 31, 2020 or 2019.

In conjunction with the CFC $302,000 secured term loan (Note 4), Big Rivers was required to invest in CFC
capital term certificates (“CTCs”) equal to 14.29% of the Refinance Note. Proceeds of the Equity Note were
used to purchase the investments in CTCs as required under the loan agreement. The interest rate on the
CTCs was fixed at 4.28% and was equal to 80% of the Equity Note rate of 5.35%. The CTCs cannot be
traded in the market, and therefore, they do not have readily determinable fair values and were accounted
for at cost minus impairment, if any, plus or minus changes resulting from observable price changes in
orderly transactions for the identical or a similar investment of the same issuer. During 2020, the Company
sold the investments and used the proceeds to pay off the CFC Equity Note (see Note 4 (a)). The
Company’s investment in these CTCs at December 31, 2020 and 2019 was $0 and $31,609, respectively.

Short-Term Investments

At December 31, 2020, the Company’s short-term investments included $5,103 of investments in debt
securities and $1,500 of investments in CDs, which are both included in the Company’s balance sheet at
amortized cost. At December 31, 2019, the Company’s short-term investments included $5,022 of
investments in debt securities and $4,415 of investments in CDs, which are both included in the Company’s
balance sheet at amortized cost. The investments in debt securities are classified as held-to-maturity,
based on management’s intent and ability to hold them to maturity. Both CDs and investments in debt
securities are included in “Cash and Cash Equivalents” (if the original maturity date is less than or equal to
three months) or “Short-term-investments” (if the original maturity date is greater than three months but less
than one year).
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The amortized costs and fair values (Level 1 measurement) of Big Rivers’ short-term investments at
December 31, 2020 and 2019, were as follows:

2020 2019
Amortized Fair Amortized Fair
costs values costs values
Debt securities:
Corporate notes $ 1,201 1,196 1,223 1,226
U.S. Treasuries 3,902 3,894 3,799 3,812
Total debt securities 5,103 5,090 5,022 5,038
Other:
Certificates of deposit 1,500 1,502 4,415 4,423
Total short-term
investments $ 6,603 6,592 9,437 9,461

Gross unrealized gains and losses on short-term investments at December 31, 2020 and 2019, were as

follows:
2020 2019
Gains Losses Gains Losses
Debt securities:
Corporate notes 3 — (5) 3 —
U.S. Treasuries — (8) 13 —
Total debt securities — (13) 16 —
Other:
Certificates of deposit 2 — 8 —
Total short-term
investments 3 2 (13) 24 —

(10) Fair Value of Other Financial Instruments

FASB ASC 820 defines fair value, establishes a framework for measuring fair value and expands
disclosures about fair value measures. It applies under other accounting standards that require or permit
fair value measurements and does not require any new fair value measurements.

The carrying value of accounts receivable and accounts payable approximate fair value due to their short
maturity. At December 31, 2020 and 2019, the Company’s cash and cash equivalents included short-term
investments in an institutional U.S. government money market portfolio account classified as trading
securities under ASC 320, Investments — Debt and Equity Securities, that were recorded at fair value which
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was determined using quoted market prices for identical assets without regard to valuation adjustment or
block discount (a Level 1 measure), as follows:

2020 2019

Institutional U.S. government money market portfolio $ 11,000 28,744

It was not practical to estimate the fair value of patronage capital included within other deposits and
investments due to these being untraded companies.

Big Rivers’ long-term debt at December 31, 2020, consisted of CFC notes totaling $284,680, a CoBank
note in the amount of $161,137, an RUS note totaling $206,585, RUS guaranteed FFB loans totaling
$40,893, and Old National Bank Paycheck Protection Plan note in the amount of $9,941 (Note 4). The
CFC, CoBank, RUS, FFB, and Old National Bank debt is carried at amortized cost which approximates fair
value.

Postretirement Benefits Other than Pensions

Big Rivers provides certain postretirement medical benefits for retired employees and their spouses.
Generally, except for generation bargaining retirees, Big Rivers pays 85% of the premium cost for all
retirees age 62 to 65. The Company pays 25% of the premium cost for spouses age 55 to 61. 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, Big Rivers establishes a retiree medical account at retirement equal to $1.40
per year of service up to 30 years. The account balance is credited with interest based on the 10-year
treasury rate subject to a minimum of 2% and a maximum of 4%. The account is to be used for the sole
purpose of paying the premium cost for the retiree and spouse.

The discount rates used in computing the postretirement benefit obligation and net periodic benefit cost
were as follows:

2020 2019 2018
Discount rate — projected benefit obligation 2.44% 3.34% 4.34%
Discount rate — net periodic benefit cost 3.34 4.34 3.66

The healthcare cost trend rate assumptions as of December 31, 2020 and 2019 were as follows:

2020 2019
Initial trend rate 573 % 5.98 %
Ultimate trend rate 4.50 4.50
Year ultimate trend is reached 2038 2038
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A one-percentage-point change in assumed healthcare cost trend rates would have the following effects:

2020 2019
One-percentage-point decrease:
Effect on total senice and interest cost components (110) (113)
Effect on year-end benefit obligation (1,529) (1,321)
One-percentage-point increase:
Effect on total senice and interest cost components 142 143
Effect on year-end benefit obligation 1,927 1,654

A reconciliation of the Company’s benefit obligations of its postretirement plan at December 31, 2020 and

2019 is as follows:

2020 2019
Benefit obligation — beginning of period 14,674 13,892
Senice cost — benefits earned during the period 490 447
Interest cost on projected benefit obligation 472 544
Participant contributions 340 369
Plan amendments — 227
Plan curtailments — 98
Special termination benefits — 204
Benefits paid (1,373) (1,829)
Actuarial loss (gain) 1,205 722
Benefit obligation — end of period 15,808 14,674

Big Rivers revised the eligibility requirements for postretirement medical with regard to age and service.
Beginning January 1, 2013, eligibility for retirement is age 62 with 10 years of service. The service
requirement is waived for active employees on December 31, 2012 who will not have 10 years of service at
age 62. A reconciliation of the Company’s postretirement plan assets at December 31, 2020 and 2019 is as

follows:
2020 2019
Fair value of plan assets — beginning of period $ — —
Employer contributions 1,033 1,460
Participant contributions 340 369
Benefits paid (1,373) (1,829)
Fair value of plan assets — end of period $ — —
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The funded status of the Company’s postretirement plan at December 31, 2020 and 2019 is as follows:

2020 2019
Benefit obligation — end of period $ (15,808) (14,674)
Fair value of plan assets — end of period — —
Funded status $ (15,808) (14,674)

The components of net periodic postretirement benefit costs for the years ended December 31, 2020,
2019, and 2018 were as follows:

2020 2019 2018

Senvice cost $ 490 447 551
Interest cost 472 544 530
Amortization of prior service cost (112) (138) (138)
Amortization of gain (20) (198) (30)
Curtailment recognized — (49) —
Special termination benefits — 204 —

Net periodic benefit cost $ 830 810 913

A reconciliation of the postretirement plan amounts in accumulated other comprehensive income at
December 31, 2020 and 2019 is as follows:

2020 2019
Prior senice credit $ 493 605
Unamortized actuarial gain 737 1,963
Accumulated other comprehensive income $ 1,230 2,568

In 2021, $112 of prior service cost and $0 of actuarial gain is expected to be amortized to periodic benefit
cost.
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The recognized adjustments to other comprehensive income (loss) at December 31, 2020 and 2019 are as
follows:

2020 2019
Prior senice cost $ (112) (414)
Unamortized actuarial gain/(loss) (1,205) (820)
Amortization of net gain (20) (198)
Other comprehensive income/(loss) $ (1,337) (1,432)

At December 31, 2020 and 2019, amounts recognized in the balance sheets were as follows:

2020 2019
Accounts payable $ (1,424) (1,445)
Deferred credits and other (14,384) (13,229)
Net amount recognized $ (15,808) (14,674)

Expected retiree benefit payments projected to be required during the years following 2020 are as follows:

Amount
Year:

2021 $ 1,424
2022 1,233
2023 1,079
2024 950
2025 978
Thereafter 4,420

Total $ 10,084

In addition to the postretirement plan discussed above, Big Rivers has another postretirement benefit plan,
which vests a portion of accrued sick leave benefits to salaried employees upon retirement or death. To the
extent an employee’s sick leave hour balance exceeds 480 hours, such excess hours are paid at 20% of
the employee’s base hourly rate at the time of retirement or death. The accumulated obligation recorded for
the postretirement sick leave benefit is $766 and $676 at December 31, 2020 and 2019, respectively. The
postretirement expense recorded was $96, $61, and $72, for 2020, 2019, and 2018, respectively, and the
benefits paid were $7, $67, and $21 for 2020, 2019, and 2018, respectively.

39 (Continued)

Page Ref. 123.40



(12)

(13)

BIG RIVERS ELECTRIC CORPORATION
Notes to Financial Statements
December 31, 2020 and 2019

(Dollars in thousands)

Related Parties

For the years ended December 31, 2020, 2019, and 2018, Big Rivers had tariff sales to its members of
$226,152, $256,280, and $263,792, respectively. In addition, for the years ended December 31, 2020,
2019, and 2018, Big Rivers had certain sales to Kenergy for the Domtar Paper Co. load of $3,013, $4,182,
and $3,833, respectively.

At December 31, 2020 and 2019, Big Rivers had accounts receivable from its members of $20,926 and
$20,903, respectively.

Commitments and Contingencies

Big Rivers is involved in ongoing litigation with the City of Henderson and the City of Henderson Utility
Commission doing business as Henderson Municipal Power and Light (collectively, “HMP&L”") in which Big
Rivers is seeking damages from HMP&L relating to HMP&L'’s refusal to pay the costs associated with
Excess Henderson Energy produced at Station Two. HMP&L has filed a counterclaim alleging that if
HMP&L is required to pay the costs of the Excess Henderson Energy, it is entitled to an offset for the
revenues related to that energy. In December 2017, Big Rivers and HMP&L entered into an agreement to
settle all claims relating to Excess Henderson Energy. Under the settlement agreement, HMP&L agreed to
be responsible for all costs related to Excess Henderson Energy generated after the effective date of the
settlement agreement. Big Rivers does not dispute that HMP&L is entitled to the Excess Henderson
Energy-related revenues after the payment date in the settlement agreement if it pays the costs of that
energy.

On May 1, 2018, the contracts under which Big Rivers was operating Station Two terminated as a result of
the Station Two units no longer being capable of the economically competitive production of electricity
(Note 5). To allow HMP&L time to make alternate arrangements for its power supply, Big Rivers continued
to operate the units under the terms of the Station Two contracts until the units were retired on January 31,
2019. The termination of the Station Two contracts has given rise to disputes between the parties, including
(i) a declaratory judgment action HMP&L has filed relating to the interpretation of the deed to the real estate
on which the Station Two units were constructed; (ii) a claim HMP&L has filed seeking amounts HMP&L
claims it is owed as a result of the annual budget settlement process that occurred during the term of the
Station Two contracts; (iii) a claim HMP&L filed seeking a declaratory judgment on the percentage owed by
each party for the decommissioning and post-closure compliance costs for the Station Two Ash Pond; (iv) a
separate action HMP&L filed seeking a declaratory order that the December 2017 settlement agreement
only applies to some of the Excess Henderson Energy; and (v) a proceeding Big Rivers filed with the KPSC
to resolve all outstanding disputes between it and HMP&L. The Company believes there will be no material
adverse effect to its financial statements when the litigation and disputes with HMP&L are resolved.

Big Rivers is involved in other litigation arising in the normal course of business. While the results of such
litigation cannot be predicted with certainty, management, based upon advice of counsel, believes that the
final outcome will not have a material adverse effect on the financial statements.
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(14) Subsequent Events
See Note 5 relating to Case No. 2021-00061, Application of Big Rivers Electric Corporation for Review of
its MRSM Credit for Calendar Year 2020, filed with the KPSC on February 26, 2021.

See Note 5 relating to Case No. 2021-00079, Application of Big Rivers Electric Corporation for a Certificate
of Public Convenience and Necessity Authorizing the Conversion of the Green Station Units to Natural
Gas-Fired Units and an Order Approving the Establishment of a Regulatory Asset, filed with the KPSC on
March 1, 2021.

Management evaluated subsequent events up to and including March 24, 2021, the date the financial
statements were available to be issued.
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