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INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO: Case File
FROM: Quang D. Nguyen, Staff Attorney
DATE: March 16, 2009
RE: Case No. 2009-00040
gg?eliscation of Big Rivers Electric Corporation for a General Adjustment in

Pursuant to a Commission Staff Notice dated March 5, 2009, an informal
conference was held at the Commission’s offices on March 10, 2009. A list of the
attendees is attached hereto.

The purpose of the conference was to discuss issues relating to Big Rivers
Electric Corporation’'s (“Big Rivers”) application for rate adjustment, particularly its
request for interim rate relief. Big Rivers provided a handout, attached hereto, outlining
the factors influencing its request for an emergency rate increase on an interim basis.
Big Rivers stated that its cash reserve has been depleted, largely in part as a result of
the buy-out of the leveraged leases with Phillip Morris Capital Corporation (“PMCC”).
The early termination of the PMCC leveraged leases was due directly to the credit rating
downgrade of Ambac which, in turn, exposed Big Rivers to adverse consequences
under the terms of the leveraged leases. As of March 9, 2009, Big Rivers’ cash balance
was $29.8 million. Based on its current revenue levels, Big Rivers advised that it would
be able to meet the $12.4 million short-term bridge loan with PMCC due on
December 15, 2009, but it would be unable to meet its $15.8 million obligation due to
the Rural Utilities Service (“RUS”) on January 4, 2010. Moreover, Big Rivers indicated
that its credit and operations would be materially impaired absent the emergency rate
relief effective April 1, 2009. Any delay in implementing emergency interim rates
beyond April 1, 2009 would drive up the percentage increase in rates that would be
necessary to allow Big Rivers to meet its upcoming obligations to PMCC and RUS.
Thus, for example, a May 1, 2009 implementation would raise the percentage rate
increase from 21.6 percent to 24.7 percent.

Procedurally, Commission Staff noted that a hearing would be required regarding
Big Rivers’ request for interim rate relief and that the earliest a hearing could be
tentatively scheduled is April 21, 2009. Commission Staff will also conduct one round of
discovery pertaining to the interim rate relief request prior to the hearing on this issue.

There being no further discussion, the conference was adjourned.
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ELECTRIC CORPORATION
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Your Touchstone Energy® Cooperative ¥l
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informal Conference of March 10, 201
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The poteer of human connections
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@ ELECTRIC CORFORATION
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Urgency of Rate Reliet

Big Rivers must have immediate, increased cash
flow to meet its obligations and remain solvent

Cash reserve 1s depleted

Requires a 21.6% emergency interim rate
increase effective” April 1, 2009

Every dollar sought is needed

Big Rivers’ credit and operations will be
materially impaired without the emergency rate
relief sought

w@ Touchstone Energy®

» > The power of human connections
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ELECTRIC CORPORATION

Your Teuchstone Energy’ Cooperative wﬁ/\ax

Proposed Rates

Present _uw.o_uommn ‘Percentage

Rates Rates Change
WE.m_ Delivery _uo:; Service | |
‘Demand Charge - $ per kW per Month 7.370 8.963 21.6%
m:m_d< Charge - $ per kWh - 0.020400 0. 024811 21.6%
‘Average Monthly Bill - $ 2,370,252 2,882,675 - 21.6%

m..mﬁm Industrial ﬁ:mnoqsm_. Delivery Point Service

DmBm:a O:m_.@m $ per kW per Month 10.150 12. whm.w 21.6%
'Energy Charge - $ per x<<: h 0.013715 0. 016680 21.6%

,.><maom. Monthly Bill - $ 138,958 169,004 21.6%

Oomm:m_.mro: msa m3m= muoém_. v_.on_:ﬁ_o: Sales ._.mzm O<m-. ‘_co kW *

'Demand Charge - $ _omﬂ kW per Month 7.370 | 8.963 - 21.6%
_umEmsa Charge - $ per kW per Week 1.835 2241 22.1%
'Energy Charge - $ per kWh 0.020400  0.024811 21.6%

* There are no customers oc:,msz< served under this tariff.

wﬁw% Touchstone Enerpy®

# The poer of human connections
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ELECTRIC CORPORATION

e

Historical Events

e Big Rivers’ structural inability to borrow
» Leveraged leases with PMCC

» Ambac downgraded June 19, 2008

» Reasons for the PMCC buyout

» Reasons for the PCB interest rate increase

wmmm; Touchstone Energy®

> The potwer of htuman connections
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?mmﬂng Impact of PMCC Buyout

E;)

Millions of $
o (Cash balance August 31, 2008 149.4
e Cash payment for PMCC buyout 109.3
e (Cash balance February 3, 2009 25.7

@

$12.4 M 8.5% note to PMCC due December 15, 2009

» Member Discount Adjustment allowed to expire
August 31, 2008

wﬁy % Touchstone Energy®

- ~ The power of human connections
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PROCEDURAL SCHEDULE PROPOSED BY BIG RIVERS ELECTRIC
CORPORATION IN CASE NO. 2009-00040

Big Rivers shall file responses to requests for information in Commission ordep

dated February 23, 2009, no later than .........ccoeoeiccniineneereeecceee preeees 3/23/09
Order for emergency, interim relief........c.cooiiiiii T 4/1/09

All requests for information to Big Rivers ‘
shall be filed 1o 1ater tham ....c.ccovieir e 4/15/09

Big Rivers shall file responses to requests for
Information NO later than.......c..ccciiiiieeee et 5/1/09

All supplemental requests for information to Big Rivers
shall be filed D0 1ater than .......cc.eeeeiieeee et s ee 5/15/09

Big Rivers shall file response to supplemental requests
for Information N0 TAtEr A ...wvvveurivvesieeeeiseeesisreies s 5/29/09

Intervenor testimony, if any, in verified prepared :
form shall be filed no later than ...t 6/12/09

All requests for information to Intervenors shall :
be filed N0 1ater tham ... s 6/26/09

Intervenors shall file responses to requests for
Information no later tham ... 7/10/09

Big Rivers shall file, in verified form, its rebuttal
testimony NO 1ater than ..ot e e 7/24/09

Last day for Big Rivers to publish notice of hearing........c.cceceeeieeecvereennens To be scheduled
Public Hearing to be held in Hearing Room 1

of the Commission’s offices at 211 Sower Boulevard,

Frankfort, Kentucky, for the purpose of cross-examination

of witnesses of Big Rivers and INtervenors .......ccceecevveeeceeeceeececceereeeeceeeee. To be scheduled

Simultaneous Briefs, if Ny ..o e to be scheduled

Final order at expiration of SUSPENSION PETIOd. ... crrcretereeecereeeeeereree e 9/2/09



BIG RIVERS ELECTRIC CORPORATION
PSC CASE NO. 2009-00040
MARCH 10, 2009

Implementation Months Approximate
Date for Required Percentage
Emergency Interim to Build Rate Increase
Rates Cash Requirement Required
April 1, 2009 8 21.6%
May 1, 2009 7 24.7%
June 1, 2009 6 28.8%
July 1, 2009 5 34.6%
August 1, 2009 4 43.2%
September 1, 2009 3 57.7%
October 1, 2009 2 86.5%
November 1, 2009 1 172.6%

This table is taken from the Direct Testimony of William Steven ‘Seelye at page 14, which is
attached as Exhibit 46 to Big Rivers’ March 2, 2009, Notice, Application and Motions.



