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Mr. Jeff Derouen 

Public Service Commission 
21 1 Sower Boulevard, P.0.  Box 61 5 
Frankfort, Kentucky 40602-06 1 5 

Re: Application of Big Rivers Electric Corporation 
for a General Adjustment in Rates, P.S.C. Case No. 2011-00036 

Dear Mr. Deroueii: 

Enclosed are an original and ten copies of the responses of Rig Rivers Electric 
Corporation (“Big Rivers”) to the Public Service Commission Staff Second 
Information Requests, and the first general round of information requests from the 
Attorney General and KITJC. I certify that copies of this letter and these responses 
have been served on each party of record. 

Also enclosed are an original and ten copies of a petition for confidential treatment 
of certain information contained in Big Rivers’ responses to Item 16 of the 
Commission’s StafPs Second Information Request; Items 19 and 35 of the Attorney 
General’s Initial Data Requests; and Items 43-46, 65, 112, 121, 129, and 132 of 
KIUC’s First Set of Data Requests. One sealed copy of those responses with the 
confidential information highlighted is attached. A copy of those responses with the 
confidential material redacted is filed with each set of Big Rivers’ data request 
responses. I further certify that a copy of the petition for confidential treatment has 
been served on each party of record. 

Sincerely yours, 
\ 

W 

James M. Miller 
Counsel for Rig Rivers Electric Corporation 

Telephone (270) 926-4000 

Telecopier (270) 683-6694 

100 Sr. Ann Building 

PO Box 727 
Owensboro, I<encucky 

42302-0727 



Dennis G. Howard, 11, Esq. 
Lawrence W. Cook, Esq. 
Assistant Attorneys General 
1024 Capital Center Drive 
Suite 200 
Frankfort, KY 40601-8204 

SERVICE LIST 
BIG RIVERS ELECTRIC CORPORATION 

PSC CASE NO. 201 1-00036 

Michael L. Kurtz, Esq. 
B o e h ,  Kurtz & Lowry 
36 East Seventh Street 
Suite 1510 
Cincinnati, OH 45202 
COUNSEL FOR KENTUCKY 
INDUSTRIAL UTILITY CIJSTOMERS, 
INC. 

David C. Brown, Esq. 
Stites & Harbison 
1800 Providian Center 
400 West Market Street 
Louisville, KY 40202 
COUNSEL FOR ALCAN PRIMARY 
PRODIJCTS CORPORATION 

J. Christopher Hopgood, Esq. 
Dorsey, King, Gray, Norment & Hopgood 
3 18 Second Street 
Henderson, KY 42420 
COUNSEL FOR KENERGY CORP. 

Melissa D. Yates 
Denton & Keuler, LLP 
555 Jefferson Street 
P.O. Box 929 
Paducah, KY 42002-0929 
COUNSEL FOR JACKSON PURCHASE 

ENERGY CORPORATION 

Sanford Novick 
President and CEO 
Kenergy Corp. 
3 1 1 1 Fairview Drive 
P.O. Box 1389 
Owensboro, Kentucky 42302-1 389 

G. Kelly Nuckols 
President and CEO 
Jackson Purchase Energy Corporation 
2900 Irvin Cobb Drive 
P.O. Box 4030 
Paducah, KY 42002-4030 

Burns E. Mercer 
PresidenUCEO 
Meade County R.E.C.C. 
13 5 1 Highway 79 
P.O. Box 489 
Brandenburg, KY 401 08-0489 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, Mark A. Bailey, veri@, state, and affirm that I prepared or supervised the 
preparation of my data responses filed with this Verification, and those data responses are 
true and accurate to the best of my knowledge, information, and belief formed after a 
reasonable inquiry. 

7 Mark A. Bailey 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON 1 

SUBSCRIBED AND SWORN TO before me by Mark A. Bailey on this the la 4 
day of April, 20 1 1. 

Notary Public, Ky. State at Large 
My Commission Expires /#/2-/3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORGTION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, Albert M. Yockey, verify, state, and affirm that I prepared or supervised the 
preparation of my data responses filed with this Verification, and that those data responses are 
true and accurate to the best of my knowledge, information, and belief formed after a reasonable 
inquiry. 

& 
Albert M. Yocke 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Albert M. Yockey on this t h e l y d a y  
of April, 1201 1. 

Notary Public, Ky. State at Large 
My Commission Expires 1-1 2-1 3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, C. William Blackburn, verify, state, and affirm that I prepared or supervised the 
preparation of my data responses filed with this Verification, and that those data responses 
are true and accurate to the best of my knowledge, information, and belief formed after a 
reasonable inquiry. 

COMMONWEAL,TH OF KENTIJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by C. William Blackburn on this the .r3 j’f-day of April, 201 1. 

Notary Public, Ky. State at Large 
My Commission Expires /4/2.-13 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, Robert W. Berry, verify, state, and affirm that I prepared or supervised the preparation 
of my data responses filed with this Verification, and that those data responses are true and 
accurate to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

T Robert W. Berry 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON ) 

44 SUBSCRIBED AND SWORN TO before me by Robert W. Berry on this the /3 day of 
April, 201 1. 

Notary Public, Ky. State at Large 
My Commission Expires /-la-/ 3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

VERIFICATION 

I, David G. Crockett, verify, state, and affirm that I prepared or supervised the 
preparation of my data responses filed with this Verification, and that those data responses are 
true and accurate to the best of my knowledge, information, and belief formed after a reasonable 
inquiry. 

David G. Crockett 

COMMONWEALTH OF KENTTJCKY ) 
COTNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by David G. Crockett on this the @day 
of April, 201 1. 

My Commission Exyires 8-7 I I 4 



BIG FUVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTFUC CORPORATION 
FOR A GENERAL, ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, James V. Haner, verifl, state, and affirm that I prepared or supervised the preparation 
of my data responses filed with this Verification, and that those data responses are true and 
accurate to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

M L  
James w a n e r  

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON ) 

STJBSCRIRED AND SWORN TO before me by James V. Haner on this the 4h day of 
April, 20 1 1. 

Notarv Public. Ky. State at Large 
My Cbmmission Expires 1-1 2 -I 3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, Mark A. Hite, verify, state, and affirm that I prepared or supervised the preparation of 
my data responses filed with this Verification, and that those data responses are true and accurate 
to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON 1 

STJBSCRIBED AND SWORN TO before me by Mark A. Hite on this the /&day of 
April, 201 1. 

u- 
Notary Public, Ky. State at Large 
My ComissionExpires /-/2-/3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFIC ATION 

I, Ted J. Kelly, verify, state, and affirm that I prepared or supervised the preparation of 
my data responses filed with this Verification, and that those data responses are true and accurate 
to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

STATE OF MISSOURI 1 
COUNTY OF JACKSON ) 

STJRSCRIBED AND SWORN TO before me by Ted J. Kelly on this the day of 
April, 201 1. 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, William Steven Seelye, verify, state, and affirm that I prepared or supervised the 
preparation of my data responses filed with this Verification, and that those data responses are 
true and accurate to the best of my knowledge, information, and belief formed after a reasonable 
inquiry. 

COMMONWEALTH OF KENTTJCKY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by William Steven Seelye on this the 1 5+ 
day of April, 20 1 1. 

Notary Public, Ky. State at Large 
My Commission Expires / 4 2  -I 3 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VIERIFICATION 

I, John Wolfram, verify, state, and affirm that I prepared or supervised the preparation of 
my data responses filed with this Verification, and that those data responses are true and accurate 
to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

COMMONWEALTH OF KENTUCKY ) 
COUNTY OF HENDERSON 1 

4.A STJBSCRIRED AND SWORN TO before me by John Wolfram on this the= day of 
April, 201 1. 

P a  bzd%.d& 
Notary Public, Ky. State at Large 
MY cbmmission Expires / 4 /a23 



RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

VERIFICATION 

I, John W. Hutts, verify, state, and affirm that I prepared or supervised the preparation of 
my data responses filed with this Verification, and that those data responses are true and accurate 
to the best of my knowledge, information, and belief formed after a reasonable inquiry. 

STATE OF GEORGIA ) 
COUNTY OF COBB ) 

+ 
SIJBSCRIBED AND SWORN TO before me by John W. Hutts on this the & day of 

April, 201 1. 



RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

WRIFICATION 

I, Alan Spen, verify, state, and affirm that I prepared or supervised the preparation of my 
dwesponses  filed with this Verification, and that those data responses are true and accurate to 
the best of my knowledge, information, and belief formed after a reasonable inquiry. 

Alan Spen V 

STATE OF NEW YOFX ) 
COUNTY OF SUFFOLK ) 

SUBSCRIBED AND SWORN TO before me by Alan Spen on this the &%iy of April, 
201 1. 

-5, 

m 
v Nj&& Public, 

6fk/Cornmission Expires 

AMY WILLEN SPIROS 
Notary Public, State of New York 

Np. 0 1  SP4940854 
Qualified in Suffolk County 

Commission Expires Aug. 15, 20H 
-70'2 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY 

In the Matter of: 

) 
) 
) 
) 

Case No. 2011-00036 
APPLICATION OF BIG RIVERS 
ELECTRIC’CORPORATION FOR A 
GENERAL ADJUSTMENT IN RATES 

Response to the Office of the Attorney General’s Initial Request for Information 
dated 

April 1,2011 

FILED: April 15,2011 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 1) Please provide copies of June year-to-date financial, operating and/or 

statistical reports for 2006, 2007, 2008 and 2009 (when available). 

Response) 

- Item 9. 

Please see the response to the Attorney General’s First Request for Information 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-1 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RTVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RTVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 2) 
2 

3 
4 Response) Please see the documents on the attached CD. 
5 
6 Witness) C. WilliamBlackburn 

7 
8 

9 

10 

1 1  
12 
13 

14 

15 

16 

17 
1% 
19 
20 

21 
22 

23 

Please provide copies of all presentations the Compan.7 made to rating 

agencies and/or investment firms between January 1,2009 and the present. 

Case No. 2011-00036 
Response to Item AG 1-2 

Witness: C. William Blackburn 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 3) 
investment firms which the Company hired performed to assess: (a) Big Rivers ’financial 

performance, (6) the performance of Big Rivers relative to other utilities, or (c) the adequacy 

of Big River’s TIER, DSC and margins. 

Please provide copies of all studies the Company, its consultants or 

Response) a. Mr. Alan Spen addresses the adequacy of Big Rivers’ principal financial 
measures and its financial performance in his direct testimony, Exhibit SO at pages 9-1 0. Also, 

his Exhibit Spen-2 shows how Big Rivers’ credit ratings issued by Fitch, Standard & Poor’s, 
and Moody’s compare to the ratings issued by those agencies to other comparable G & T 

cooperatives. 

b. The G & T Accounting & Finance Association publishes an annual directory 
which contains key performance measures for the preceding year. The latest directory was 

published in June 20 10 and contains data for 2009. Portions of that directory that contain 

information responsive to this request are attached hereto. 

c. Rig Rivers’ management routinely assesses and evaluates the company’s 

financial performance. As examples, the response to Item 3 1 of this Request for Information 
includes the annual 4-year Budget and Financial Plan process undertaken by Big Rivers. Item 

32 of this Request for Information includes the monthly Financial Report, actual vs. budget, 
that management prepares and evaluates, and presents to the board of directors. Item 43 of the 
KIUC’s First Data Request includes the Financial Forecast routinely prepared by management. 
A monthly Re-Forecast (fixed departmental expenses, by department, and capital expenditures, 

Case No. 2011-00036 
Response to Item AG 1-3 

Witnesses: C. William Blackburn and Mark A. Hite 
Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

by project) is prepared ([YTD actual + balance of year forecast] vs. Budget) by management 

and evaluated by the Internal Risk Management Committee (IRMC). Another example 

internally monitoring and evaluating Big Rivers’ cost is a monthly YTD LabodLabor 

Overhead Report, which is reviewed by IRMC. All of these activities, and more, while not 

necessarily identified as studies, are in place to enable management and board of directors to 

timely assess Big Rivers’ financial performance, enabling the ability to take corrective actions 

aimed at ensuring Big Rivers accomplishes its mission of safely delivering low cost, reliable 

wholesale power and the cost-effective services desired by our Members, remains solvent, 
meets its MFIR, TIER and DSC covenants, and maintains at least two investment grade 

ratings. 

Witness) C. William Blacltburn and Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-3 

Witnesses: C. William Blackburn and Mark A. Hite 
Page 2 of 2 



Big Rivers Electric Corporation 
Case No. 201 B -08056 

P 

I 

Case Yo. 201 I-OOU36 
.48tachment for Item AG 1-3 

Witness: C .  W'iliiiam Blaclitio~rn 
Page ]I o f 5  





Big Riven Electric Corporation 
Case ?io. 20'11 1-90036 

Case Yo, 2011-00036 
Attachment far Item -46 1-3 

Witness: C .  WiHiam Blackbnrln 
Page 3 of 5 





Big Rivers should read "31.26" instead of the 0.31 a s  reported. 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 4) 
201 0. 

Please provide a copy of the Board of Directors minutes for the years 2007 to 

Response) Big Rivers objects to this request on the ground that the request for Big Rivers’ 
Board of Directors meeting minutes for the years 2007 to 20 10 is overly-broad, requesting an 

entire classification of documents that unquestionably contains vast amounts of information 

that is not substantially or materially relevant to the issues in this proceeding. Where a request 

has been made for evidence of specific action by Big Rivers’ board of directors, Big Rivers has 

provided that information. 

Witnesses) Mark A. Bailey and Counsel 

Case No. 2011-00036 
Response to Item AG 1-4 

Witnesses: Mark A. Bailey and Counsel 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENEFUL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 5) 
expenses, retirements, replacements and removal costs instituted bj) the Conzpany since the 

conclusion of Case No. 2007-00455 (‘The Unwind Case’?). 

Please explain in detail any major changes in accounting treatment for O&M 

Response) Big Rivers has not instituted any such changes post-Unwind, 

There were two relevant changes that occurred simultaneous with the Unwind Transaction 

closing. First, and as stated on page 111-5 of the final Report on the Comprehensive 

Depreciation Study (the “Study”) prepared by Burns & McDonnell, dated January 6, 201 1, 

“From mid 1998 until July of 2009 (lease period) removal costs associated with plant additions 

were capitalized by Western Kentucky Energy (WKE) and then reported as capital additions to 
Big Rivers. Rig Rivers had no control over this methodology. Going forward, Big Rivers will 
record removal costs according to RUS guidelines as they did previously from 1965 to mid 

1998.” The Study describes how, for purposes of determining the proposed depreciation rates, 

Burns & McDonnell estimated and reclassified such removal costs based on 33 years of 
historical Big Rivers’ retirement history. Second, in accordance with section 3.15 of the 

Coordination Agreements with the Smelters, dated as of July 1,2009, Big Rivers has agreed 
that, “TO the extent consistent with Accounting Principles, Applicable Law and guidance of 

applicable Governmental Authorities or RUS, Big Rivers shall capitalize expenditures for the 
replacement of the items related to Big Rivers’ generation facilities identified in the list of the 

retirement units set forth in the Schedule 3.15 .” 

Witness) Mark A. Hire 

Case No. 2011-00036 
Response to Item AG 1-5 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 6) 
journal entry) recorded during the test year, up through the present date, along with an 

explanation of each adjustment. 

Please provide a copy of each out-of-period accounting adjustnzeiz t (Le., 

Response) 
thereafter through March 20 1 1. 

Rig Rivers has no out-of-period (prior period) adjustments for the test year, or 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-6 

Witness: Mark A. Hite 
Page 1 of 1 
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RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15, 2011 

Item 7) 
losses on utility property soldfiom 2007 to date. 

Please provide an analysis (description, dates and anzounts) of any gains or 

Response) Big Rivers sold no utility property from 2007 to date. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-7 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15, 2011 

Item 8) 
2006 tltrougli 201 0. If tJte 2010 report is not yet  available, will the company agree to tinzely 
supplement its response hereto bj) providing a cop)) of tlte report when it is ready for  Jiling? 

Provide tlte Conzpany ‘s Annual Reportsfiled with the Kentucky PSC from 

Response) The CD accompanying these responses contains the Kentucky Public Service 

Cominission Financial and Statistical Report (Annual Repoi?) for Big Rivers for each of the 

calendar years 2006 through 2009. The Annual Report for Big Rivers for 2010 will be 

provided upon its completion. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-8 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 9) 

January 2007 to the present. 

Provide the montlilJ)financial and operating reports for every niontli from 

Response) 
month January 2006 through December 20 10. 

The attached CD contains Rig Rivers’ Monthly Operating Report for each 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-9 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 10) Please supply a copy of Big Rivers’ latest Ten-Year Load Forecast. 

Response) Rig Rivers’ most recent complete ten-year load forecast document can be €ound 

in Appendix A of its 2010 Integrated Resource Plan (“IRP”), as filed on November 15,2010 in 

KPSC Case No. 2010-00443. An electronic copy of Rig Rivers’ 2010 IRP is provided in Big 

Rivers’ response to KIUC 1-134. However, in the course of preparing the IRP, peak demand 

and energy forecasts were updated. The updated peak demand and energy forecasts are 

contained in the IRP, but are mixed in with confidential data that was redacted from the public 

version of the TRP. Therefore, the updated forecast is being supplied in the spreadsheet 

“LF2010.xlsx” included in Rig Rivers’ response to KITJC 1-6 1. 

Witness) C. William Blackburn 

Case No. 2011-00036 
Response to Item AG 1-10 

Witness: C. William Blackburn 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELXCTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 11) 
and those made b j ~ j ~ o u s  extesital auditors for 2006 though 2010. 

Please list all yeas end closing and adjusting accounting entries, both intesizal 

Response) 

Rivers’ external auditors for the calendar years 2006 through 20 10. 

No financial statement audit adjustments were made (or proposed) by Rig 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-11 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELLECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 12) 
2 

List each change in accounting principles made by the Company from 2005 to 

date. For each such clzange, state the reveizue and/or expense or capital impact in this 

3 filing. 
4 

5 Response) 
6 
7 
8 Witness) 
9 

10 

11 

12 

None. 

Mark A. Hite 

Case No. 2011-00036 
Response to Itern AG 1-12 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLJCATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 13) 
proper assignment of costs to the test period and that the test period oizIJ) includes charges 

incurred durir.rg the test period. 

Please list allprocedures the Conzpanj) follows to ensure that there was a 

Response) 
financial statements for the test period (1 2 months ended October 3 1,20 1 O),  and reviewed 

them for non-recurring items, €or items lo be excluded from revenue requirements pursuant to 

regulation and statute, and any other appropriate adjustinelits to normalize the test year, with 
emphasis on the statement of operations. A review meeting was then held with Big Rivers’ 

senior management, Big Rivers’ general counsel and Big Rivers’ rate case consultants to 
review and brainstorm all appropriate pro forma adjustments. The results of those efforts are 
the 23 pro forma adjustments proposed in this proceeding. 

While no forma1 procedures exist, Big Rivers’ accounting staff compiled the 

Big Rivers maintains its books on the basis of the RUS Uriiforrn System of 

Accounts and GAAP. The preparation of financial statements in conformity therewith requires 

management to inale certain estimates and assumptions that affect the reported amount of 

assets, liabilities, revenues and expenses. 

Witness) Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 14) 
recommendations received from the Company 's independent auditors. 

Provide a copy of the Company's two most recent management letters and 

Response) 

20 10 from KPMG) sent to Big Rivers' board of directors by Big Rivers' external auditors are 
attached. No recommendations were noted therein by the external auditors. 

The two most recent management letters (2009 fiom Deloitte & Touche and 

Witness) Mark A. Hite 

Case No. 2011-00036 
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Witness: Mark A. Hite 
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Management Letter 

December 3 1,20 10 
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KPMG LLP 
1601 Market Street 
Philadelphia, PA 19103-2499 

March 25,201 1 

The Board of Directors of 
Big Rivers Electric Corporation: 

We have audited the financial statements of Big Rivers Electric Corporation (“Big Rivers”) as of and for 
the year ended December 31, 2010, and have issued our report thereon dated March 25, 201 1. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States; and $7 CFR 1773, Policy on Audits of Rural Utilities 
Services (RUS) Borrowers. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 

In planning and performing our audit, we considered Big Rivers’ internal control over financial reporting 
as a basis for designing our auditing procedures for the purpose of expressing an opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Big Rivers’ internal 
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of Big 
Rivers’ internal controls over financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of 
the entity’s financial statements will not be prevented? or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
second paragraph of this section and was not designed to identify all deficiencies in internal control over 
financial reporting that might be deficiencies? significant deficiencies, or material weaknesses. We did not 
identify any deficiencies in internal control over financial reporting that we consider to be material 
weaknesses, as defined above. 

$7 CFR 1773.33 requires comments on specific aspects of the internal control over financial reporting 
compliance with specific RIJS loan and security instrument provisions, and other additional matters. We 
have grouped our comments accordingly. In addition to obtaining reasonable assurance about whether the 
financial statements are free from material misstatements, at your request, we performed tests of specific 
aspects of the internal control over financial reporting, of compliance with specific RUS loan and security 
instrument provisions, and of additional matters. The specific aspects of internal control over financial 
reporting, compliance with specific RUS loan and security instrument provisions, and additional matters 
tested include, among other things, the accounting procedures and records, materials control, compliance 
with specific RUS loan and security provisions set forth in 57 CFR 1773.33(e)(I), related-party 
transactions, depreciation rates, a schedule of deferred debits and credits, and a schedule of investments, 
upon which we express an opinion. In addition, our audit of the financial statements also included the 
procedures specified in $7 CFR 1773.38 - 1773.45. Our objective was not to provide an opinion on these 
specific aspects of the internal control over financial reporting, compliance with specific RUS loan and 
security instrument provisions, or additional matters, and accordingly, we express no opinion thereon. 

W M G  LLP in a Delarvarr limksd IIabUiIy psmemhip. 
the U.S member fnm of KPMG Internationel Cooperative 
CKPMG InternaLional7. a Swiss entity 

Case No. 2011-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-14 
Page 2 of 12 



No reports (other than our independent auditors’ report and our independent auditors’ report on internal 
control over financial reporting and on compliance and other matters, both dated March 25, 201 1) have 
been fmished to management. Our comments on specific aspects of the internal control over financial 
reporting, compliance with specific RUS loan and security instrument provisions, and other additional 
matters as required by $7 CFR 1773.33 are presented below. 

Comments on Certain Specific Aspects of the Internal Control over Financial Reporting 

We noted no matters regarding Big Rivers’ internal control over financial reporting and its operation that 
we consider to be a material weakness as previously defined with respect to: 

e The accounting procedures and records; 

0 The process for accumulating and recording labor, material, and overhead costs and the distribution of 
these costs to construction, retirement, and maintenance and other expense accounts; and 

e The materials control. 

Comments on Compliance with Specific RUS Loan and Security Investment Provisions 

At your request, we have performed certain procedures with respect to compliance with certain provisions 
of laws, regulations, contracts, and grant agreements. The procedures we performed are summarized as 
follows: 

0 Procedures performed with respect to the requirement for a borrower to obtain written approval of the 
mortgagee to enter into any contract for the operation or maintenance of property, or for the use of 
mortgaged property by others, for the year ended December 3 1,201 0: 

1, Big Rivers did not enter into any new contracts during the year for the operation or maintenance of 
its property, or for the use of its property by others, as defined in $7 CFR 1773.33(e)( I)(i). 

2. Reviewed board of directors’ minutes to ascertain whether board-approved written contracts were 
entered into during the respective year for the operation or maintenance of its property, or for the 
use of its property by others, as defined in $7 CFR 1773.33(e)(l)(i). No board-approved contracts 
were noted during our review. 

3. No written contracts were entered into during the year requiring RUS approval. 

0 Procedure performed with respect to the requirement to submit RUS Form 12 to the RUS: 

1. Agreed amounts reported in Form 12 to Big Rivers’ records. 

The results of our tests indicate that, with respect to the items tested, Big Rivers complied, in all material 
respects, with the specific RUS loan and security instrument provisions referred to below. The specific 
provisions tested, as well as any exceptions noted, include the requirements that: 

0 The borrower did not enter into any contract for the operation or maintenance of property, or for the use 
of mortgaged property by others. As no written contracts specified by $7 CFR 1773.33(e)(l)(i) have 
been entered into during the year, Big Rivers has not obtained written approval of the RUS to enter into 
any contract for the operation or maintenance of property, or for the use of mortgaged property by 
others. 

Case No. 2011-00036 
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0 The borrower has submitted its Form 12 to the RUS and the Form 12, Financial and Statistical Report, 
as of December 3 1, 2010, represented by the borrower as the report submitted to RUS, is in agreement 
with Big Rivers’ audited records in all material respects and it appears reasonable based upon the audit 
procedures performed. 

Comments on Other Additional Matters 

In connection with our audit of the fmancial statements of Big Rivers, nothing came to our attention that 
caused us to believe that Big Rivers failed to comply with respect to: 

The reconciliation of continuing property records to the controlling general ledger plant accounts 
addressed at $7 CFR 1773.3(~)(1); 

The clearing of the construction accounts and the accrual of depreciation on completed construction 
addressed at $7 CFR 1773.33(~)(2); 

The retirement of plant addressed at $7 CFR 1773.33(~)(3) and (4); 

Approval of the sale, lease, or transfer of capital assets and disposition of proceeds for the sale or lease 
of plant, material or scrap addressed at $7 CFR 1773.33(~)(5); 

The disclosure of material related-party transactions in accordance with Statement of Financial 
Accounting Standards No. 57, Related-Party Transactions ( A X  850), for the year ended December 3 1, 
2010, in the financial statements referenced in the first paragraph of this report addressed at $7 CFR 
1773.33(f); 

The depreciation rates addressed at $7 CFR 1773.3(g); 

The detailed schedule of deferred debits and deferred credits; and 

The detailed schedule of investments. 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The detailed schedule of deferred debits and deferred credits required by $7 CFR 1773.33(h), and 
the detailed schedule of investments required by $7 CFR 1773.33(i) attached hereto are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. This 
information is the responsibility of Big Rivers’ management. This information has been subjected to the 
auditing procedures applied in our audit of the basic financial statements and, in our opinion, is fairly 
stated, in all material respects, in relation to the basic financial statements taken as a whole. 

This report is intended solely for the information and use of the board of directors, management, and the 
RUS and supplemental lenders, and is not intended ta be and should not be used by anyone other than these 
specified parties. 

Very truly yours, 

Case No. 2011-00036 
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BIG RIVERS ELECTRIC CORPORATION 

DETAILED SCHEDULE OF DEFERRED DEBITS AND CREDITS AS OF 
DECEMBER 31,2010 

DEFERRED DEBITS: 
Prelim survey & investigation and other deferred charges $ 1,163,679 - 

RUS Form 12A, Section B, Line 29 I, 163,679 

Financing Fees 

DEFERREDCHARGESANDOTHER 

DEFERRED CREDITS: 
Regulatory liabilities - Member Rate Mitigation 

-- 2,687,686 

$ 3,851,365 

-- !$ 185,893,130 

RUS Form 12A, Section B, Line 58 185,893,130 

Provision for pension and postretirement benefits 

Other liabilities 

TOTALDEFERREDCREDITSANDOTHER 

NOTE: Big Rivers has not received written approval from RUS to record the 
items on the above schedule. Management does not believe written approval 
from RUS is required for these items. 

18,924,929 

736,939 

$ 205,554,998 

___.I__ 

Case No. 201 1-00036 
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BIG RIVERS ELECTRIC CORPORATION 

DETAILED SCHEDULE OF INVESTMENTS AS OF DECEMBER 31,2010 

investments in associated organizations $ 4,280,308 

10,000 

RUS Form 12A, Section B, Lines 7-1 1 $ 4,290,308 

Investment in economic development projects ---- 

Case No. 2011-00036 
Witness: Mark A. Hite 
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Deloitteh Deloitte & Touche LLP 
1 1  1 5. Wacker Drive 
Chicago, IL 60606-4301 
USA 

Tel: +1 312 486 1000 
Fax: +I 312 486 1486 
w.deloit te.com 

INDEPENDENT AUDITORS’ MANAGEMENT LETTER REPORT 

To the Board of Directors of 
Big Rivers Electric Corporation: 

We have audited the financial statements of Big Rivers Electric Corporation (“Big Rivers”) for the year 
ended December 31,2009, and have issued our report thereon dated March 26,2010. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America, the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and 7 CFR Part 1773, Policy on Audits of Rural Utilities 
Service (‘Us) Borrowers. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. 

In planning and performing our audit of the financial statements of Big Rivers for the year ended 
December 3 1,2009, we considered its internal control over financial reporting in order to determine our 
auditing procedures for the purpose of expressing an opinion on the financial statements and not to 
provide assurance on the internal control over financial reporting. 

Management is responsible for establishing and maintaining internal control over financial reporting. In 
fulfilling this responsibility, estimates and judgments by management are required to assess the expected 
benefits and related costs of controls. The objectives of internal control are to provide management with 
reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or 
disposition, and that transactions are executed in accordance with management’s authorization and 
recorded properly to permit the preparation of financial statements in conformity with accounting 
principles generally accepted in the ‘CJnited States of America. Because of inherent limitations in any 
internal control, misstatements due to error or fiaud may occur and not be detected. Also, projections of 
any evaluation of internal control to future periods are subject to the risk that the internal control may 
become inadequate because of changes in conditions or that the degree of compliance with the policies or 
procedures may deteriorate. 

Our consideration of the internal control over financial reporting would not necessarily disclose all 
matters in the internal control over financial reporting that might be material weaknesses. A material 
weakness is a condition in which the design or operation of one or more of the internal control 
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud 
in amounts that would be material in relation to the financial statements being audited may occur and not 
be detected within a timely period by employees in the normal course of performing their assigned 
functions. We noted no matters involving the internal control over financial reporting that we consider to 
be material weaknesses. 

7 CFR Part 1773.33 requires comments on specific aspects of the internal control over financial reporting, 
compliance with specific RUS loan and security instrument provisions, and other additional matters. We 
have grouped our comments accordingly. In addition to obtaining reasonable assurance about whether the 
financial statements are free from material misstatements, at your request, we performed tests of specific 
aspects of the internal control over financial reporting, of compliance with specific RUS loan and security 

Case No. 2011-00036 
Member of Witness: Mark A. Hite 
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instrument provisions, and of additional matters. The specific aspects of the internal control over financial 
reporting, compliance with specific RUS loan and security instrument provisions, and other additional 
matters tested include, among other things, the accounting procedures and records, materials control, 
compliance with specific RUS loan and security instrument provisions set forth in 7 CFR Part 1773.33 
(e)(l), related-party transactions, and depreciation rates. In addition, our audit of the financial statements 
also included the procedures specified in 7 CFR Part 1773.38-.4S. Our objective was not to provide an 
opinion on these specific aspects of the internal control over financial reporting, compliance with specific 
RUS loan and security instrument provisions, or additional matters and accordingly, we express no 
opinion thereon. The additional matters tested also include a schedule of investments in subsidiary and 
affiliated companies and a schedule of deferred debits and credits, which are attached to this report, upon 
which we express an opinion. 

No reports (other than our independent auditors' report on the financial statements and our independent 
auditors' report on internal control over financial reporting and on compliance and other matters based on 
an audit performed in accordance with Government Auditing Standards, all dated March 26,2010) have 
been fimished to management. 

Our comments on specific aspects of internal control over financial reporting, compliance with specific 
RUS loan and security instrument provisions, and other additional matters as required by 7 CFR 
Part 1773.33 are presented below. 

Comments on Certain Specific Aspects of the Internal Control over Financial Reporting 

We noted no matters regarding Big Rivers' internal control over financial reporting that we consider to be 
a material weakness as previously defmed with respect to: 

0 The accounting procedures and records 

0 The process for accumulating and recording labor, material, and overhead costs, and the distribution 
of these costs to construction, retirement, and maintenance or other expense accounts 

The materials control. 

Comments on Compliance with Specific RUS Loan and Security instrument Provisions 

Compliance with laws, regulations, contracts, and grant agreements is the responsibility of Big Rivers' 
management. At your request, we have performed the procedures enumerated below with respect to 
compliance with certain provisions of laws, regulations, contracts, and grant agreements. The procedures 
we performed are summarized as follows: 

0 Procedures performed with respect to the requirement for a borrower to obtain written approval of the 
mortgagee to enter into any contract for the operation or maintenance of its property, or for the use of 
its mortgaged property by others for the year ended December 3 1,2009: 

- Obtained and read a borrower-prepared schedule of new written contracts entered into during the 
year for the operation or maintenance of its property, or for the use of its property by others, as 
defmed in 7 CFR Part 1773.33 (e)(l)(i). 

- 2 -  Case No. 2011-00036 
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- Read Board of Directors’ minutes to ascertain whether board-approved written contracts are 
included in the borrower-prepared schedule. 

- Noted the existence of written RUS approval of each contract listed by the borrower. 

o Procedure performed with respect to the requirement to submit RUS Form 12 to the RUS: 

- Agreed amounts reported in Form 12 to Big Rivers’ accounting records. 

The results of our tests indicate that, with respect to the items tested, Big Rivers complied, in all material 
respects, with the specific RUS loan and security hstnment provisions referred to below. The specific 
provisions tested include the requirement that: 

The borrower has obtained written approval of the R.US to enter into any contracts for the operation 
or maintenance of its property, or for the use of mortgaged property by others as defined in 7 CFR 
Part 1773.33 (e)(l)(i); and 

0 The borrower has submitted Form 12 to the RUS and the Form 12, Financial and Statistical Report, as 
of December 31,2009, represented by the Borrower as having been submitted to RUS, is in 
agreement with the Big Rivers’ audited records in a11 material respects. 

Comments on Other Additional Matters 

In connection with our audit of the financial statements of Big Rivers, nothing came to our attention that 
caused us to believe that Big Rivers failed to comply with respect to: 

The reconciliation of continuing property records to the controlling general ledger plant accounts 
addressed at 7 CFR Part 1773.33 (c)( 1); 

The clearing of construction accounts and the accrual of depreciation on completed constmction 
addressed at 7 CFRPart 1773.33 (c)(2); 

The retirement of plant addressed at 7 CFR Part 1773.33 (c)(3) and (4); 

Approval of the sale, lease or transfer of capital assets and disposition of proceeds for the sale or lease 
of plant, material, or scrap addressed at 7 CFR Part 1773.33 (c)(5); 

The disclosure of material related-party transactions, in accordance with ASC 850 ReIated Party 
Disclosures, for the year ended December 3 1,2009, in the financial statements referenced in the first 
paragraph of this report, addressed at 7 CFR Part 1773.33 (0; 

The depreciation rates addressed at 7 CFR Part 1773.33 (8); 

The schedule of deferred debits and deferred credits; and 

The detailed schedule of investments. 

- 3 -  Case No. 2011-00036 
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Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The detailed schedule of deferred debits and deferred credits required by 7 CFR Part 1773.33 (h) 
and the detailed schedule of investments required by 7 CFR Part 1773.33 (i) attached hereto are presented 
for purpases of additional analysis and are not a required part of the basic financial statements. This 
information is the responsibility of Big Rivers’ management. This information has been subjected to the 
auditing procedures applied in our audit of the basic fnancial statements and, in our opinion, is fairly 
stated in all material respects when considered in relation to the basic financial statements taken as a 
whole. 

This report is intended solely for the information and use of the Board of Directors, management, the 
Rural Utilities Service, and supplemental lenders and is not intended to be and should not be used by 
anyone other than these specific parties. 

March 26,2010 

- 4 -  Case No. 2011-00036 
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BIG RIVERS ELECTRIC CORPORATION 

DETAILED SCHEDULE OF DEFERRED DEBITS AND DEFERRED CREDITS 
AS OF DECEMBER 31.2009 

DEFERRED DEBITS: 
Prelim survey & investigation and other deferred charges 

RUS Fonn 12A, Section B, Line 29 

Financing fees 

DEFERRED CHARGES AND OTHER 

DEFERRED CREDITS: 
Regulatory liabilities - Member rate mitigation 

RUS Form 12A, Section B, Line 58 

Provision for pension and postretirement benefits 
Other liabilities 

TOTAL DEFERRED CREDITS AND OTHER 

NOTE: Big Rivers has not received written approval &om the RUS to record the 
items on the above schedule. Management does not believe written approval 
from the RUS is required for these items. 

- 5  - 

-_ $ 6,672,014 

6,672,O 14 

2,712,296 ~ 

$ 9,384,310 

$207,34738 1 

207,347,581 

16,663,s 15 
548,036 

$224,559,132 
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BIG RIVERS ELECTRIC CORPORATION 

DETAILED SCHEDULE OF INVESTMENTS 
AS OF DECEMBER 31,2009 

INVESTMENTS IN ASSOCLATED ORGANIZATIONS $4,261,480 

INVESTMENTS IN ECONOMIC DEVELOPMENT PROJECTS 10,000 

RUS FORM 12A, SECTION B, LINES 7-1 1 $4,271,480 
_IC__ 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO, 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 15) 
from 2007 to date. For each, Iist the subject of audit, date of audit, date of report and title of 

report. 

List each internal audit completed, scheduled, or in progress at the Company 

Response) 
in connection with the effective date of the LG&E Lease. Beginning in 2002, Big Rivers 

began engaging Neel, Crafton & Phillips (certified public accountants and business 

consultants) to perform focused (internal) audits. During the concentrated efforts to 

consummate the Unwind Transaction, focused audit engagements were temporarily suspended. 

Following the Unwind closing on July 16,2009, Neel, Crafton & Phillips was engaged, in 

201 0, to perform the focused audit function, beginning with the fuels procurement and fuels 
accounting practices and processes. A copy of that focused audit report, and the associated 

proposal, of Neel, Crafton & Phillips is on the CD accompanying these responses. 

Big Rivers ceased having an employee-staffed internal audit function in 1998 

Witness) Mark A. Hite 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 

1 Item 16) 
2 audit. 

3 
4 Response) 

5 
6 
7 Witness) 
8 

9 

10 
11 

dated March 30,2011 

April 15,2011 

Provide a copy of the Company’s most recent management and operations 

Big Rivers has not had a management and operations audit for over 20 years. 

Mark A. Hite 

Case No. 201 1-00036 
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RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 17) 
made and state the reason($) why the evltry was not made. 

List each proposedpro forma entry which was considered in this filing but not 

Response) 
Initial Request for Information dated March 1 8,20 1 1 (“Staffs Initial Data Requests”). 

Please see Big Rivers’ response to Item PSC 1-55 of the Commission Staffs 

Witnesses) Mark A. Hite and Counsel 

Case No. 2011-00036 
Response to Item AG 1-17 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 18) 
costs. If so, explain in complete detail andprovidefigures, as needed 

State whether the revenue requirement includes any MISO-related or FERC 

Response) 
related costs. The first is reflected in Reference Schedule 2.14 of Exhibit Wolfram-:!. This 
adjustment reflects the on-going level of administrative costs related to Big Rivers’ 

membership in the Midwest ISO. The second is reflected in Reference Schedule 2.21 of 

Exhibit Wolfram-2. This adjustment reflects the amortization of costs incurred during the test 
year associated with the Application of Big Rivers Electric Corporation for Approval to 
Transfer FunctionaI Control of its Transmission System to Midwest Independent Transmission 
System Operator, Inc., in Case No. 201 0-00043 and FERC Docket Nos. ERl1- 15-000 and 

The revenue requirement includes two pro forrna adjustments for Midwest ISO- 

ERl1-16-000. 
Because Big Rivers did participate in Midwest I S 0  markets prior to becoming a 

transmission-owning member of the Midwest IS0  in December 20 10, the revenue requirement 

includes other Midwest ISO-related costs booked in the test year. These are associated with 

wholesale energy market activities that are incremental to and/or separate from the 

administrative costs reflected in Reference Schedule 2.14. 
With the possible exception of any FERC-related costs that the Midwest IS0 passes 

through via the administrative charges described above, the revenue requirement does not 

include any FERC costs. 

Witness) C. William Blackburn 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 19) 
2 

3 

Confidential information supplied in response to PSC 1-26 indicates CEO Mark 
Bailey received a 63.5% salary increase during the test year. Moreover, his test year salary of 
$511,997 is approximately 355% greater than the $144,315 he earned in 2007. 

4 
5 
6 
7 
8 
9 

10 
11 
12 

13 
14 

15 Response) 
16 

17 
18 
19 
20 

21 
22 
23 
24 

25 

26 

a. Provide a complete defense of such a massive increase in an era when many 
of BREC’s customers are struggling to survive. Provide all documentation 
and studies justifying this increase; 

b. Provide all rationale for why this information should remain confidential; 
c. Provide a copy of the resolution of the Company’s Board of Directors 

authorizing the CEO’s salary increments for each of the past five (5) years; 
and 

d. How does the company believe its ratepayers would react i f  it knew the CEO 
had received such a massive salary increase? 

a. First, the question misstates or mischaracterizes certain facts. The 
difference between Mr. Bailey’s test year salary of $512,000 and his salary in 

2007 ($257,000) represents an increase of 99%, not 355% as stated in the 
question. The percentage used in the question compares Mi. Bailey’s salary 
during the test year with his partial year earnings in 2007, not his salary in 
2007. Second, Mr. Bailey’s salary increase to $512,000 occurred on August 
1,2009, not during the test year as stated in the question. 

Mi. Bailey’s test year salary was established by action of the Big Rivers 
board of directors on August 16,2009, one month after the closing of the 
TJnwind Transaction, based in part upon the range of salaries of comparable 

positions and other considerations reported to the board of directors by the 
NRECA Consulting Group in a study commissioned by the board of directors. 

Case No. 2011-00036 
Response to Item AG 1-19 

Witness: Mark A. Bailey 
Page 1 of 4 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

That study is attached to Big Rivers’ response to Commission Staffs First 
Information Requests, Item 35, file 35-5 on the CD attached to those 
responses. For its study, the NRECA Consulting Group reviewed CEO salary 
survey results of several nationally-known firms from utility systems of 
similar revenue and characteristics as Big Rivers, including those listed in 
NRECA’s G&T Cooperative Compensation Survey, which is also provided in 
Big Rivers’ response to PSC 1-35, in file 35-4. 

The board of directors considered the size, scope and complexity of Big 
Rivers after the company regained operating control and responsibility for Big 

Rivers’ generating plants, and the board’s view of both Mr. Bailey’s personal 
performance and the company’s performance under his leadership. Other 
considerations included a desire to offer a competitive compensation package 
to encourage Mr. Bailey to remain employed with Big Rivers. The Board was 
concerned about the possibility of Mr. Bailey being lured away from the 
company because of an awareness that a number of other large G&T and 
distribution cooperative CEOs are approaching retirement age. The Board also 

knew that on at least one previous occasion, another company had seriously 
attempted to entice Mr. Bailey to leave the western Kentucky area. 

As shown on page 1 of the confidential attachment to Big Rivers’ 
response to PSC 1-26, Mr. Bailey’s salary increases coincide directly with 
increases in his responsibility. Mr. Bailey joined Big Rivers on June 1,2007, 
as Big Rivers’ Executive Vice President and Chief Operating Officer. He did 
not become Big Rivers’ CEO until October 17,2008. When Mr. Bailey first 

became CEO of Big Rivers in 2008, the company was much smaller in size 

and scope and its operations were much more narrowly focused than was the 
case following the Unwind Transaction, which closed in July of 2009. After 

Case No. 2011-00036 
Response to Item AG 1-19 

Witness: Mark A. Bailey 
Page 2 of 4 
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April 15,2011 

the TJnwind closing, the company’s expenditures went from $142 million in 
2008 to $533 million in 2009 - a 275% increase. Overnight, Mr. Bailey went 
fiom supervising 1 16 employees to managing 580 employees - a 400% 
increase. 

The level of complexity of the company’s operations along with the risks 
associated with operating it were much smaller as well. For example, prior to 
the Unwind Transaction closing, the company did not operate its generating 
units or purchase fuel and other required materials and supplies associated 
with operating and maintaining the power plants. The relationship with the 
City of Henderson regarding Station Two was handled almost exclusively by 
WKE. In addition, Big Rivers’ power supply contract with L,EM prior to the 
TJnwind closing enabled it to receive a fixed level of capacity in excess of Big 
Rivers’ internal needs and at a relatively low and predictable price. Prior to 
the Unwind closing, Big Rivers was not obligated to supply power to the 
aluminum smelters. For the foregoing reasons, Mr. Bailey’s test year 
compensation is reasonable based upon his responsibilities and the market 
compensation paid to persons in positions comparable to his position. 

b. Confidential treatment of this information was requested in keeping with Big 
Rivers’ philosophy of respecting the privacy of its employees’ compensation. 
The salary information requested involves more individuals than just the 

CEO. Given this situation, company management does not believe that 
members of the general public, including persons who are not Big Rivers’ 
member cooperatives, need access to the information. It is customary for 
American corporations to treat individual salary information as personal and 

confidential, and Big Rivers is no exception. Employers generally go to great 
lengths to maintain the confidentiality of salary information for all their 

Case No. 2011-00036 
Response to Item AG 1-19 

Witness: Mark A. Bailey 
Page 3 of 4 
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CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

employees. Since Big Rivers is not an investor-owned, publicly-traded 
company or a governmental entity funded by taxpayer dollars, salary 
information for the individuals requested in the PSC’s initial data request 

(PSC 1 - 25) has not previously been made public as a matter of course 

through other avenues such as SEC reports, FERC Form Is, etc. 
6 c. The requested information is included in the attachment. 
7 
8 

9 
10 
11 
12 

d. Big Rivers believes its distribution cooperative Members expect Big Rivers to 
be well managed in order for the company to meet both the distribution 
cooperatives’ and their retail members’ service expectations related to safe, 

reliable and low-priced electricity. Big Rivers’ board of directors and 
management believe that to meet those expectations it is necessary to employ 
competent, capable staff, including the CEO, and to compensate Big Rivers’ 

13 
14 

15 
16 
17 
18 
19 
20 

21 
22 
23 
24 

Witness) 

employees at competitive pay levels. Big Rivers would hope that its 
ratepayers would be satisfied if those expectations are met, and if the rate of 
compensation of Big Rivers’ executives is reasonable by industry standards. 

If Big Rivers’ CEO were not compensated at the current, competitive, 
industry-standard level, the CEO would be undercompensated. Ratepayers 
could be expected to react negatively if their service expectations are met and 

if they lose the CEO’s services because he is undercompensated. 

Mark A. Bailey 
C. William Blackburn 

Case No. 201 1-00036 
Response to Item AG 1-19 

Witness: Mark A. Bailey 
Page 4 of 4 



EXCERPT FROM THE MINUTES OF REGULAR MEETING 
OF THl3 BOARD OF DIRECTORS 

OF BIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSON, ICIWTUCKY, ON 

DECEMBER 17, 2004 

After an explanation by James Haner, Director Elder moved, seconded by Director Sills, 

that management’s recommendation of a 2.7 percent adjustment in Big Rivers’ salary structure 

for 2005 be approved. The motion was unanimously adopted. 

I, Paula Mitchell, Executive Secretary of 
the Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above 
is a true and correct excerpt from the minutes 
of the Regular Meeting of the Board of 
Directors of said Corporation held on 
12- 17-04. 

Submitted under Petition for 
Confidential Treatment Witness: Mark A. Bailey 

Attachment for Item AG-19c 
Page 1 of 6 



EXCERPT FROM THE MINUTES OF EII(ECUTIVE SESSION 
OF THE BOARD OF DHWCTORS 

OF BIG RlVEXS ELECTRIC CORPORATION 
HELD IN HENDERSON, KENTUCKY, ON 

AUGUST 19,2005 

Director Elder moved, seconded by Director Sills, that the salary of the president and 

CEO be increased by the sum of $2,000.00 per month, effective September 1,2005. The motion 

was unanimously adopted. 

I, Paula Mitchell, Executive Secretary of the 
Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above is 
a true and carrect excerpt from the minutes 
of Executive Session of the Board of 
Directors of said Corporation held on 
8-1 9-05. 

Submitted under Petition for 
Confidential Treatment 

. 
- ?&W -00036 

Witness: Mark A. Bailey 
Attachment for Item AG-19c 

Page 2 of 6 



EXCERPT FROM THE MINUTES OF EXECUTrVE SESSION 
OF THE BOARD OF DIRECTORS 

OF BIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSON, KENTUCKY, ON 

AUGUST 18,2006 

Director Sills moved, seconded by Director Elder, that the annual salary of the president 

be increased to $325,000, effective as of January 1,2006, and that the president's salary be 

reviewed in January of each year beginning with January 2007. The motion was unanimously 

adopted. 

I, Paula Mitchell, Executive Secretary of the 
Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above is 
a true and correct exceIpt from the minutes 
of Executive Session of the Board of 
Directors of said Corporation held on 8-18- 
06. 

Submitted under Petition for 
Confidential Treatment 

'3-h 1-00036 
Witness: Mark A. Bailey 

Attachment for Item AG-19c 
Page 3 of 6 



EXCERPT FROM THE MINUTES OF REGULAR MEETING 
OF THE BOARD OF DIRECTORS 

OF RIG RIVERS ELECTRIC CORPORATION 
HELD IN HENDERSON, mNTUCKY, ON 

DECEMBER 21,2007 

After an explanation by Mr. Haner, Director Elder moved, seconded by Director Butler, 

that a non-bargaining unit salary structure adjustment of 3.2 percent effective January 1,2008, be 

approved. The motion was unanimously adopted. 

I, Paula Mitchell, Executive Secretary of 
the Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above 
is a true and correct excerpt from the minutes 
of the Regular Meeting of the Board of 
Directors of said Corporation held on 
12-21-07. 

Submitted under Petition for 
Confidential Treatment 

Case No. 2011-00036 
Witness: Mark A. Bailey 

Attachment for Item AG-19c 
Page 4 of 6 



EXCERPT FROM THE MINUTES OF REGULAR MEETING 
OF THE: BOARD OF DIREKTORS 

OF BIG FUVER!3 ELECTRIC CORPORATION 
m L D  IN HENDERSON, KENTIJCKY, ON 

OCTOBER 17,2008 

Director Bearden moved, seconded by Director Elder, that Mark A. Bailey be elected 

president/CEO effective October 17,2008, and that Michael H. Core, who has vacated the 

position of president/CEQ effective October 17,2008, be appointed special corporate advisor, 

which shall be a fill-time position at his current compensation level, with such duties and 

responsibilities as the board of directors shall designate fiom time to time, until his retirement 

effective at the end of the day on April 3,2009. The motion was unanimously adopted. 

I, Paula Mitchell, Executive Secretary of 
the Board of Directors of Big Rivers Electric 
Corporation, hereby certify that the above 
is a true and correct excerpt from the minutes 
of the Regular Meeting of the Board of 
Directors of said Corporation held on 
10- 17-08. 

Submitted under Petition for 
Confidential Treatment 

Case No. 201 1-00036 
Witness: Mark A. Bailey 

Attachment for Item AG-19c 
Page 5 of 6 



TO: James Haner 

FROM: Bill Denton 

DATE: August 24,2009 

SUBJECT: Mark Bailey Salary 

On August 2 1,2009, the Board of Directors approved increasing Mark Bailey’s annual 

salary to $5 12,000, effective August 1,2009. Mark will not participate in any employee 

incentive plans or general salary increases but will continue to receive an auto allowance 

of $18,000 that will continue to be paid as it is presently. 

Mark may wish to alter the way he receives his compensation in the future which is 

acceptable as long as his total compensation cost to Big Rivers is not increased without 

Board approval. 

Submitted under Petition for 
Confidential Treatment 

Case No. 2011-00036 
Witness: Mark A. Bailey 

Attachment for Item AG-19c 
Page 6 of 6 
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APPLICATION OF RIG RTVERS ELECTRIC‘ CORPORATION 
FOR A GEMERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 20) 
FERC-related costs, fees, penalties, credits, or set-ofis. If yes, idenkt3 exactly where in the 

piing they can be found 

State whether the Company’s revenue requirements include any MIS0 or 

Response) Please see Big Rivers’ response to AG 1 - 18. 

Witness) C. William Blackbum 

Case No. 2011-00036 
Response to Item AG 1-20 

Witness: C. William Blackburn 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 21) 
(by subaccount if any) and provide the appropriate jurkdictional amounts for the years 

ended 2006 through 2010: 

Please provide an explanation of all items included in the following accounts 

a. Other Accounts Receivable; 

6. Accrued Utility Revenues; 

c. Miscellaneous Deferred Debits; 
d Miscellaneous Current and Accrued Liabilities; and 
e. Other Deferred Credits. 

Response) 

Witness) 

Please see the attached schedule. 

Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-21 

Witness: Mark A. Hite 
Page 1 of 1 
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RIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 22) Please provide a comparison by month, or if not available, by quarter, of 

budgeted versus actual retirements for each month, from 2006 to date. Please explain any 

significant variations. 

Response) 
Therefore, a comparison of actual to budgeted retirements is unavailable. 

Big Rivers’ capital budgeting process does not incorporate retirements. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-22 

Witness: Mark A. Hite 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 

Item 23) 

Response) 

Witness) 

dated March 30,2011 

April 15,2011 

Customer Advances. 

a. Wliat is the ratemaking treatment for customer advancesproposed by the 
Company in its filing? Where is such proposal found in the$ting? 

6. Provide the monthly level of customer advances for the period December 
2007 thru December 2009. 

c. Provide the monthly interest expense paid 637 the Company on customer 
advances for the same period 

Big Rivers has no Customer Advances for Construction, account 252. 

Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-23 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 24) Customer Deposits. 

a. What is the ratemaking treatment for  customer deposits proposed by the 
Company? Where is suclz proposal found in thefilirtg? 

b. Provide the monthly Level of customer deposits for the period December 
2007 thru December 201 0. 

c. Provide the monthly interest expense paid by the Company on customer 

deposits for the same period. 

Response) 
a. Interest accrued on deposits is included in Account 43 1.3 Interest Expense- 

Other. Interest earned by Big Rivers, while the funds are held, is included 

in Account 419.0 Interest & Dividend Income. The $772 of interest 
expenses recorded for the test year is generally offset by a similar amount of 

interest income. The net effect, whether positive or negative, is in the 

revenue requirement. 

b. Please see attached schedule. 

c. Please see attached schedule. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-24 

Witness: Mark A. Hite 
Page 1 of 1 



1 
2 
3 
4 Dec-07 
5 Jan-08 
6 Feb-08 
7 Mar-08 
8 Apr-08 
9 May-08 

10 Ju~-08 
I 1  JuI-08 
12 Aug-08 
13 Sep-08 

15 Nov-08 
16 Dec-08 

18 Feb-09 
19 Mar-09 

21 May-09 
22 Jun-09 

14 Oct-08 

17 Jan-09 

20 Apr-09 

23 Jul-09 
24 Aug-09 
25 Sep-09 
26 Oct-09 
27 NOV-09 
28 Dec-09 
29 Jan- I 0 
30 Feb- 10 
31 Mar-IO 
32 Apr- 1 0 
33 May-IO 
34 Jun- 10 
35 JuI- 10 
36 Aug-IO 
37 Sep- 10 
38 Oct- 10 
39 NOV- 1 0 
40 Dec- 10 

Big Rivers Electric Corporation 
Case No. 201 1-00036 
Customer Deposits 

Monthlv Balance 

434,135.12 
43 5,432.0 1 
436,325.96 
437,28 1.56 
437,942.1 1 
438,556.42 
439,150.92 
439,43 8.82 
440,053.13 
440,647.63 
44 1,26 1.94 
44 1,592.22 
441,933.5 1 
442,070.40 
442,194.04 
442,330.93 
442,463.40 
442,600.29 
442,732.76 

800,103.06 
2,300,135.91 

300,176.86 
1,000,2 17.98 

700,38 1.56 
600,s 16.70 
700,634.90 
400,744.29 
400,839.35 
400,902.18 

Case No. 2011-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-24b 
Page 1 of 1 



1 
2 
3 
4 
5 Dec-07 
6 Jan-08 
7 Feb-08 
8 Mar-08 
9 Apr-08 

10 May-08 
11 Jun-08 
12 JuI-08 
13 Aug-08 
14 Sep-08 
15 Oct-08 
16 NOV-08 
17 Dec-08 
18 Jan-09 
19 Feb-09 
20 Mar-09 
21 Apr-09 
22 May-09 
23 Jun-09 
24 JuI-09 
25 Aug-09 
26 Sep-09 
27 Oct-09 
28 Nov-09 
29 Dec-09 
30 Jan-IO 
31 Feb-IO 
32 Mar-IO 
33 Apr-IO 
34 May-IO 
35 Jun-IO 
36 JuI - IO  
37 Aug-10 
38 Sep-IO 
39 Oct-10 
40 Nov-10 
41 Dec-10 

Big Rivers Electric Corporation 
Case No. 2011-00036 

Interest Expense Accrued 
Interest 

Expensed 

1,368.88 
1,296.89 

893.95 
955.60 
660.55 
614.31 
594.50 
287.90 
614.31 
594.50 
614.31 
330.28 
34 1.29 
136.89 
123.64 
136.89 
132.47 
136.89 
132.47 
66.24 

103.06 
32.85 
49.74 
59.79 

163.58 
135.14 
1 18.20 
109.39 
95.06 
62.83 

Case No. 20 11-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-24c 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 25) Customer Deposits. 

a. What is the contractual interest rate on customer deposits? 
b. IdentifV the tariff or statute that establishes the interest rate. 
c. Does the Company accrue interest on inactive customer deposits? 
d. How often is interest on customer deposits paid? 
e. Is interest on customer deposits paid by check, in the form of a bill credit, 

or credited as an addition to the customer deposit balance? 
What is the Company’s policy on customer deposits for  collection, refund, 
and use as an offset against an uncollectible balance? 

g. Provide a copy of the Company’s policy (ies) relating to customer deposits. 

J 

Response) 
a. The interest rate on margin call deposits, in connection with Big Rivers’ off- 

system sales, depends on the EEI agreement between Big Rivers and the 

particular party being margined. Generally, it is the overnight federal funds 

floating rate. The interest rate on transmission reservation deposits was 

determined in accordance with Rig Rivers’ OATT prior to joining the 

Midwest ISO. The OATT required the federal funds discount rate. 
b. See the response to a. above. 

c. Rig Rivers calculates interest on all customer deposits, and has no inactive 
accounts. Rig Rivers is a wholesale generation and transmission 

cooperative and therefore has with very few customers and even fewer 

deposits. 
d. Generally, interest is paid when the deposit is returned. 

e. The interest and deposit are usually paid by wire transfer. 

Case No. 20 11-00036 
Response to Item AG 1-25 

Witness: Mark A, Hite 
Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

f. Use of the deposit would generally be dependent on the EEI agreement, or 

Big Rivers’ OATT prior to joining MISO. 

3 
4 

5 
6 Witness) Mark A. Hite 

7 
8 

9 

g. Big Rivers has no company policy relating to customer deposits. 

Case No. 2011-00036 
Response to Item AG 1-25 

Witness: Mark A. Hite 
Page 2 of 2 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 26) For the test period and the preceding two 12-month periods, has the Company 
sold any property which had formerly been included in Plant Held for Future Use or devoted 
to utility service? If so, for each sale: 

1. Describe the property sold; 
2. State whether, when and in what manner it had been included in rate 

base; 
3. SIzow the details of how the gain or loss was calculated; 
4. Indicate when the sale occurred; 
5. Explain Itow and whether the Company is amortizing such gain or loss, 

and if so, show Itow such amortization was computed. 

Response) Na. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-26 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 27) 
accounting for  C WIP, plant in service and depreciation: 

The following questions are related to the Company's policies regarding 

a. For each item of CWIP which the Company has transferred into utility 
plant in service for purposes of this filing, has a full 12 months of 
depreciation expense been included in the cost of service? 

6. For each item of CWIP which the company has transferred into utility 
plant in service for the purposes of this filing, has an amount representing 
a full I2  months of depreciation expense been added to the total 
accumulated depreciation by which rate base is reduced? 

Response) 
a. Yes. 
b. No. 

Witness) Mark A. Hite 

Case No. 20 11-00036 
Response to Item AG 1-27 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 28) 
than $I million added during 2006 - to date, please state the following: 

For plant construction projects representing plant additions costing more 

a. Description of project. 
b. Any economic feasibility studies done regarding the project. 
c. Any related cost savings achieved as a result of adding the addition. 
d. Whether the project was for replacement, for new growth, environmental, 

or other. 
e. Description of why the project was necessary. 

Response) 
million or more during the years 2006 -to date are as follows: 

Transmission construction projects with total transmission plant additions of $1 

Year: 2006 
None 

Year: 2007 
Project: Work Order 879 

a. Cumberland 69kV Line 
b. There was no feasible alternative for meeting Big Rivers’ contractual 

obligation to serve and for meeting its reliability requirements. 

c. The construction was not performed to achieve cost savings, but to meet our 
contractual obligation to serve and to meet our reliability requirements. 

d. Loadgrowth 
e. Provide 69kV transmission service to new Jackson Purchase delivery point 

substation. 

Case No. 201 1-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Year: 2008 
Project: Work Order 885 

a. Reid to Daviess County 161kV Line Re-conductor 

b. The only feasible alternative to satisfy the single contingency reliability 
requirement would have been to build a duplicate line which would have 

cost multiple times the cast of this project. 

c. The construction was not performed to achieve cost savings but to meet Big 

Rivers’ reliability requirements. 

d. Maintain transmission system reliability 
e. Increase line rating to meet maximum power flows under single contingency 

conditions. 

Project: Work Order 893 
a. Skillman Tap to Meade County 16 1 kV Line 
b. Big Rivers performed an economic analysis for this project as part of its 

application for a Certificate of Public Convenience and Necessity (Case No. 

2004-00365). This application was reviewed by The Liberty Consulting 
Group on behalf of the Commission and subsequently approved by the 

Commission on February 28,2005. 

c. The construction was not performed to achieve cost savings but to meet Rig 
Rivers’ reliability requirements. 

d. Maintain transmission system reliability 
e. Provide a second 16 1 kV line source to the Meade County substation. 

Case No. 201 1-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Project: Work Order 903 

a. Daviess EHV Station and 345kV Line Connections 
b. The constnxction plan and cost was developed under the provisions of Big 

Rivers’ Open Access Transmission Tariff. 

c. The construction was not performed to achieve cost savings but to meet Big 
Rivers’ obligations under its Open Access Transmission Tariff. 

d. Increase system export capability 
e. New construction required to meet increased export capability per 

Transmission Service Request under Big Rivers’ Open Access Transmission 
Tariff 

Year: 2009 
Proj ect: Work Order 9 17 
a. McCracken Co. to Olivet Church Road tap 69kV Line 

b. There was no feasible alternative for satisfying the single contingency 
reliability requirement in this case. 

c. The construction was not performed to achieve cost savings but to meet Big 
Rivers’ reliability requirements. 

d. Maintain transmission system reliability 

e. Provide additional 69kV line from transmission substation to the existing 
area network line facilities. 

Case No. 2011-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W, Berry 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Project: Work Order 908 

a. 

b. 

C. 

d. 

e. 

Microwave System Expansion- East and West Loop 
This project was developed and agreed to by Big Rivers and its three 

member distribution cooperatives as a shared service communications 

system improvement. 

The communications system expansion developed under this project 

benefited the entire Big Rivers system including the efficiencies of its 

member cooperatives, but these efficiencies cannot be quantified. 

Increase communications capabilities in Jackson Purchase and Meade Co. 
service areas. 
Improve communication system reliability in far eastern and western 
portions of the Big Rivers’ service area and provide similar communication 

system access to all three Member cooperatives. 

Year: 2010 
Project: Work Order 864 

a. McDaniels to Falls of Rough 69kV Line 

b. There was no feasible alternative for satisfying the single contingency 

reliability requirement in this case. 

c. The construction was not performed to achieve cost savings but to meet Rig 
Rivers’ reliability requirements. 

d. Maintain transmission system reliability 
e. Provide second 69kV line (source) to the Falls of Rough substation of 

Meade Co. R.E.C.C. and provide additional network facility for improved 

reliability to other substations. 

Case No. 2011-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Project: Work Order 946 

a. Oil Spill Prevention, Control & Countermeasures TJpgrades 

b. There was no feasible alternative for satisfying the EPA regulation in this 

case. 
c. The project was performed to comply with EPA regulations, not to achieve 

cost savings. 

d. Environmental 

e. Compliance with new EPA regulation. 

Project: Work Order 952 

a. 
b. 

C. 

d. 

e. 

Digital Microwave Addition between Headquarters and Power Plants 

Black & Veatch performed a study to determine least cost method of 
providing the required communications capability and recommended this 

construction alternative. 
This project was required to replace operations performed by E.ON prior to 

the Unwind Closing. 

Replacement of the short term leased usage of the E.ON fiber network 

communication system existing at the time of the Unwind Closing. 

The term of usage of the E.ON fiber network facilities was a maximum of 

eighteen months following the TJnwind Closing. 

With respect to generation construction projects, Big Rivers only has data since the 

closing of the IJnwind Transaction. W e n  the Unwind Transaction closed on July 16, 2009, 

Big Rivers resumed operational control of the generating units the E.ON Entities had operated 

since 1998. The capital projects completed for the period 2006 through July 16,2009 were 
those of Western Kentucky Energy, not Big Rivers, and Big Rivers does not have the data 

Case No. 201 1-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A G E N E W  ADJTJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

required to develop the information requested for that period. Generation plant construction 

projects representing plant additions costing more than $1 million added during the period 

Julyl7,2009 to date are as follows: 

Year: 2009 
Project WK09W07 1 U 
a. Rewind Wilson Generator Exciter 
b. See Item 28 Project WK09WO71T.J attachment 

c. Not determined 
d. Replacement 

e. Maintain unit reliability 

Project WK09IWOlIJ 

a. Replace two layers of catalyst in Wilson’s SCR 
b. See Item 28 Project WK09IWOlT.J attachment 

c. Not determined 
d. Environmental 

e. Maintain NOx removal efficiency of the SCR 

Project WKEWZFGD 
a. Refurbish Wilson FGD 

b. See Item 28 Project WKEWLFGD attachment 

c. Not determined 

d. Environmental 
e. Maintain SO2 removal efficiency of the FGD 

Case No. 2011-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Year: 2010 
Project BPI OGO41F 

a. Paint boiler structures at Green Station 

b. See Item 28 Project BPlOGO41F attachment 

c. Not determined 

d. Replacement 

e. To protect the structural steel from oxidation damage 
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12 Witnesses) David G. Crockett and Robert W. Berry 
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Case No. 201 1-00036 
Response to Item AG 1-28 

Witnesses: David G. Crockett and Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 29) 
examples of AFUDC accrued from 2006 to date. Discuss specifically how the Company 

computes the AFUDC rate, and computes A FUDC monthly. Show examples of each 
calculation. Also provide references to PSC Orders which authorize or approve the 

calculation methods used by the Company. 

Explain in detail the Company’s procedure for accruing AFUDC andprovide 

Response) 

used during construction, account 4 19.1, but it does record interest charged to construction 
based on the “net cost of borrowed funds” used for construction purposes, account 427.3, in 

accordance with its Capitalized Interest Policy. As stated therein, the policy applies to all 

construction projects estimated to cost at least $250,000. The capitalization of interest starts 

when the first dollar is expended and construction has begun. The capitalization rate is equal 

to the effective interest rate on the RUS Series A Note, 5.84% as of February 28,201 1. The 
basis for this capitalization rate is due to the RUS Series A Note allowing for prepayments and 

“claw-backs” at any time, for any amount, so long as the Allowed Balance is not exceeded. 

The amount of interest to be capitalized is determined by applying an interest rate (the 
capitalization rate) to the amount of to-date accumulated expenditures for qualifying 

construction projects. Accumulated expenditures are calculated using the following equation: 

Work order balance - (retainage + payables + capitalized interest) + current month cash 
expenditures. The capitalization of interest ends when the qualifying project is substantially 

complete and ready for its intended use. 

Big Rivers does not record an allowance for funds other than borrowed funds 

A copy of Big Rivers’ Capitalization of Interest Policy was previously provided 

in Big Rivers’ response to Item PSC 1-6 of the Staffs Initial Data Requests in this proceeding. 

An example of the capitalized interest calculation is shown in the response to Item 23 of the 
Commission Staffs Second Information Request. 

Case No. 201 1-00036 
Response to Item AG 1-29 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Big Rivers has not located a Commission Order approving its Capitalization of 

Interest Policy, which has been in effect since 1993. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-29 

Witness: Mark A. Hite 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 30) 
200 7 to date is related to construction activities. 

Identvy how much of the Company’s materials and supplies balance at from 

Response) 
to construction activities. 

None of Big Rivers’ materials and supplies balance from 2007 to date is related 

Witnesses) Robert W. Berry and David G. Crockett 

Case No. 2011-00036 
Response to Item AG 1-30 

Witnesses: Robert W. Berry and David G. Crockett 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 31) Please provide a copy of the Company ’sfive-year (or shorter if5 years is not 

prepared) operating, maintenance, and capital budgets prepared for each year from 2007 to 

the most recent available. 

Response) A copy of the following items are on the enclosed CD, in sequential order: 

2007 Budget 

2008 Budget 
2009 pre-Unwind Budget (through July 16, 2009) 

2009 post-Unwind Budget (post-July 16,2009) 

2010 Budget 
20 1 1 through 201 3 Financial Plan 

201 1 Budget 
20 12 through 20 14 Financial Plan 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-31 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15, 2011 

Itern 32) 
a description of all variations from actual expense levels which are due to known and 
certain changes, providing supporting documentation. Indicate all variations from actual 
levels which result from the application of inflation or escalation factors. In those instances 
where inflation or escalation factors were utilized, explain the derivation of the factors used 
in each case. r fa  single factor was used, a summary description will suffice. 

For the budgets supplied in response to the preceding question, please provide 

Response) 
concerning variations between actual and budgeted expense amounts for periods prior to the 
closing of the IJnwind Transaction, on the ground that information concerning Big Rivers’ pre- 

Unwind operations is neither substantially nor materially relevant to the issues presented in Big 
Rivers’ 201 1 Rate Case. Without waiving this objection, please see the Financial Reports for 

the years 2007 to 20 10 which are provided on the CD accompanying these responses. 

Big Rivers objects to the request to the extent that it seeks information 

Witnesses) Mark A. Hite, Robert W. Berry, David G. Crocltett, and Counsel 

Case No. 2011-00036 
Response to Item AG 1-32 

Witnesses: Mark A. Hite, Robert W. Berry, David G. Crockett, and Counsel 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 33) 
2 

Please indicate, if known and quantifiable, any anticipated changes in 

jurisdictional allocation factors and the impacts thereof on the test period in this case. 
3 

4 Response) 

5 
6 
7 
8 Witness) William Steven Seelye 

9 
10 

11 
12 

Big Rivers does not provide requirement service in multiple jurisdictions. 

Consequently, it is not necessary to perform a jurisdictional allocation study for Big Rivers. 

Case No. 2011-00036 
Response to Item AG 1-33 

Witness: William Steven Seelye 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 34) 
employees included in jurisdictional expenses from 2007 to the present. 

Indicate the number of, and expenses related to, temporary or seasonal 

Response) The number of, and expenses related to, temporary employees for 2007 to the 
present are as follows: 

Year # Employees Expense 
2007 3 44,553 

2008 5 102,992 

2009 5 93,929 

201 0 0 0 

201 1 0 0 

Witnesses) James V. Haner and Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-34 

Witness: James V. Haner and Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 35) 
wages for both union and non-union employees for the test period and the three preceding 
12-month periods. Break out non-union employees between CEO, executives making more 
than $150,000 and management making less than $150,000. 

Please provide a schedule showing the percentage of increase in salaries and 

Response) The attached schedule, filed pursuant to a Petition for Confidential Treatment, 
shows the percentage increase in salaries and wages (base rate) for both union and non-union 

employees for the test year and the three preceding calendar years. The non-union percentage 
is broken out between CEO, management making more than $150,000, management making 

less than $150,000, and all other. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-35 
Witness: James V. Haner 
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Big Rivers Electric Corporation 
Case No. 2011-00036 

2007 

NON-UNION 

CEO 3.40% 

PERCENTAGE INCREASE IN SALARIES AND WAGES (BASE RATE) 
~~ 

2008 2009 Test 
Year 

3.20% 69.58% O.OO%l 

Management > $150,000 

Management e $150,000 

All Other 

TOTAL 

16.26% 3.20% 12.45% 0.91 % 

2.71 % 

5.49% 5.80% 5.40% 2.09% 

6.51% 5.40% 8.94% 2.05% 

6.62% 6.38% 4.68% 

~ 

JNlON (Contract Increase) 

Transmission Division 3.20% 4.50% 3.50% 3.50% I 

The calculation for a year does not include the sallary or wages of an 
employee who commenced or terminated employment, or changed 
employment classifications. 

Generation Division nta 

Submitted under Petition for Confidential Treatment 

nla 3.20% I 3.20% 

Case No. 2011-00036 
Witness: James V. Haner 

Attachment to Item AG 1-35 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 36) 

of the services provided, for all amounts charged to outside services during the years 2007 
through 201 0. 

Please provide jurkdictional totals and amounts by payee, and an explanation 

Response) The enclosed CD contains a schedule showing the total professional services, 
by payee, for the years 2007 through 2010. Note that the Midwest IS0 case (Case No. 2010- 

00043) and this rate case have been included. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-36 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMlENT IN RATES 

CASE: NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 37) 
Company regarding the level of the Company’s wages compared to the wagespaid by other 

utilities, service companies, or any other entity. 

Please provide copies of any studies or analyses prepared by or for the 

Response) 
information, Item PSC 1-35, is a copy of Watson Wyatt’s report on market comparison results 

of a benchmarking study completed by them in April 2008. 

Attached to the response to Item 35 of Commission S t a f f s  initial request for 

Witness) James V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-37 
Witness: James V. Haner 
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FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 38) 
the years 200 7 to 201 0. 

Please provide the FICA wage base dollars included in total wages paid for 

Response) 
is shown below: 

The FICA wage base dollars included in total wages for the years 2007 to 2010 

WagIes and Benefits Subiect to FICA 
(in thousands of dollars) 
- 2007 - 2008 

Gross wages 8,539 9,604 

Taxable Group Term Life Ins. Premium 32 49 

Taxable Per Diem 1 1 

Personal LJse of Company Vehicle 29 37 

Commute Fee for IJse of Company Vehicle 6 6 

Travel Accident Insurance Premium 1 1 

Safety Awards -- 

Employer Cont to Non-Qualified 

Deferred Comp -- 

2009 

26,389 

100 

2 

46 

7 

1 

I 

- 

32 

- 2010 

46,710 

189 

3 

68 

5 

1 

12 

57 

The followinP is excluded from FICA Tax: 

Employee Cafeteria Plan Contribution 205 224 492 1,046 

Also, please see the revised response to Item 29 of the Commission Staffs Initial Request for 
Information for the test year FICA wage base dollars. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-38 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 39) 

derivation. 

Please provide the FICA wage base for the test period and explain its 

Response) Please refer to the response to Item 29 of the Commission Staffs Initial Request 

for Information dated February 18,201 1, for the FICA wage base and its derivation for the test 

period. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-39 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 40) 

employment taxes and other expenses charged to O&M on the basis of labor dollars (by the 

various labor categories, ifpossible) for the years 2007 to 201 0. Please indicate the causes 
of any differences between the percentages if over 3percent from year to year. 

Please provide the percent of wages, employee benefits, overheads by type, 

Response) 

test year ending October 3 1 , 20 10 is provided in the response to revised Item 27 of the 

Comission Staffs First Information Request, line 12 of Format 27. Pursuant thereto, the 
percent of wages charged to expense was: 2007 - 96.91%; 2008 - 98.02%; 2009 - 98.83%; 

test year - 98.49%. Such information is not provided for calendar year 2010. Test year 
employee benefits and employment taxes were provided in response to revised Item 30 of the 
Commission StafPs First Information Request. Pursuant thereto, the percent of benefits 

charged to expense was 98.88%. Note that based on functional accounting, the benefit percent 
charged to expense is consistent with the percent wages charged to expense. Refer to the 

response provided for Item 122 of the KIUC’s First Data Request for an explanation of 

changes in non-union wages for the years 2007 through 20 10. As the Unwind Transaction 
closed at midnight on July 16, 2009, pre-Unwind periods are generally meaningless and 

irrelevant to the post-TJnwind mode of operations for Big Rivers. Therefore, information on 

employee benefits and employment taxes is not being provided for pre-Unwind periods. 

Further, due to the E.ON IT Support Services Agreement terminating January 15,201 1, Big 

Rivers no longer has access to the Peoplesoft and Oracle 1 1 i information. Accordingly, the 
information on employee benefits and employment taxes for 2009 is not available. 

The percent of wages charged to O&M for the years 2007 through 2009 and the 

Witnesses) James V. Haner and Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-40 

Witnesses: James V. Haner and Mark A. Hire 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 41) 
awards. If so, list the dollar amount for each program. Identify into which accounts and in 

what amounts it has been accrued. 

State whether the filing includes any provision for  corporate performance 

Response) 
of Mark A. Hite, the pro forma revenue requirement for labor/labor overhead expenses, 

Schedule 2.07, does not include any corporate performance awards (i.e. incentive pay award). 

As noted on lines 11 and 12 of Exhibit 55 of the Application, in the testimony 

Witness) Mark A. Hire 

Case No. 2011-00036 
Response to Item AG 1-41 

Witness: Mark A. Hite 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 42) 
2 

3 

4 Response) 
5 
6 

Does overtime include normal pay plus premium or just premium? Identijy 
the level of premium pay for the years 2007 to 2010. 

Overtime includes normal pay plus premium. The level of premium pay for the 

years 2007 to 2010 is as follows: 

7 

8 
9 

10 

11 
12 

13 
14 

15 

16 
17 

Rargainirzg unit: All bargaining unit employees are paid overtime at their normal pay 

plus premium. The level of overtime premium paid is governed by the rules of the 

bargaining unit contract based on the particular circumstance in which overtime work is 
required, and ranges from 50% -100% premium. 

Non-bargaining: The job classification of non-bargaining employees determines how 

they are compensated for overtime. 

Non-exempt employees are paid at an hourly rate and are eligible for overtime at their normal 

pay plus premium. The level of overtime premium paid is based on the particular circumstance 

in which overtime work is required, and ranges from 50% - 100% premium. 

18 

19 
20 

21 
22 Witnesses) James V. Haner and Mark A. Hite 

23 

Certain exempt employees are compensated for overtime at their normal pay rate with 

no premium, provided the overtime is scheduled and approved. 

Case No. 2011-00036 
Response to Item AG 1-42 

Witnesses: James V. Haner and Mark A. Hite 
Page 1 of 1 



RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC COWORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 43) 
have been performed during the pnst three years. 

Please provide a copj) of any Company lobor productivity analyses which 

Response) None have been performed during the past three years. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-43 
Witness: James V. Haner 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL, ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 44) 
retirement benefits actuarial studies. 

Please provide a copy of the Company’s most recent pension plan and post- 

Response) 
Valuation Report FAS 87 Expense for Fiscal Year Ending December 3 1,2010,” for the 

salaried and bargaining employees’ retirement plans, are attached to the response to Item 36b 

of Commission Staffs initial request for information, Item PSC 1 -36b. The post-retirement 

benefit valuation results for the year ending December 3 1,20 10, are presented in a Mercer 

January 20,201 1 letter and exhibits thereto, a copy of which is attached to the response to Item 

37d of Commission Staff’s initial request for idormation, Item PSC 1-37d. 

Copies of Mercer’s January 20,201 1 valuation reports entitled “Actuarial 

Witness) James V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-44 
Witness: James V. Haner 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 45) With regard to pension expense: 

a. 
b. 

C. 

d. 

e. 

f: 

Response) a. 
b. 

Please provide the most recent actuarial study. 
Please identify the amount of pension expense included for the years 2007 

to 2010. Please provide workpapers showing the derivation of these 
amounts. 
Please state whether the pension expense provided in part 6, includes 
interest charges or earnings based on the time of payment. If yes, please 
identify the amount and provide workpapers or supporting documentation. 
Please state the frequency with which pension contributions are made and 
the relationship of the payment date(s) to the period for which the 
contribution b being made. If the pension contributions are paid to the 
parent or service company, please identvy both Company payment date(s) 
and the date(s) on which the contribution is actually made by the affiliate. 
Please identify where pension expense has been included in the last 
working capital study and how the pension contribution date was 
recognized in determining the lag days for  that category. 
Please describe and quantify the effects FASB 87, 88 and 158 had on the 
pension plans for the Company for  the years 2007 to 201 0. 

Please see response to preceding item 44. 

Please see response to Item 36d. of Commission Staffs Initial Request for 

Information, Item PSC 1 -36d. 

c. Net periodic pension cost is determined by the actuary. It is determined in 

accordance with FAS 87 (now ASC 71 5 )  and as such includes components for service cost, 
interest cost, expected return on assets, and amortization items. Interest and/or earnings are 

Case No. 201 1-00036 
Response to Item AG 1-45 
Witness: James V. Haner 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

reflected in the service cost, interest cost, and expected return on assets components of the 
pension expense. Service cost includes interest to the end of the fiscal year for which expense 

is being calculated. Interest cost reflects the interest on the beginning of year projected benefit 
obligation adjusted by benefits expected to be paid during the year. The expected return on 
assets reflects the assumed investment return on the market value of plan assets as of the 
beginning of the year less expected benefit payments plus expected contributions, if any. 

Given that Big Rivers typically makes contributions at the end of the plan year, expected 
contributions were not reflected in the determination of the expected return on assets in the 
calculations for the period 2007 to 2010. 

d. Big Rivers typically makes pension plan contributions in December of the 

plan year for which they are being made. The contributions are made directly to the Trustee. 
e. Rig Rivers has not made a working capital study. 
f. As stated in item c above, FAS 87 is the accounting standard in accordance 

with which pension expense is determined. The pension expense amount is therefore the 

quantification of the effect of FAS 87. FAS 88 is the accounting standard prescribing 
determination of the amount to be recognized when a settlement of defined benefit pension 
obligations has occurred. Settlement was deemed to have occurred in 2009 with regard to both 
the bargaining and non-bargaining defined benefit plans of Big Rivers, when cumulative 
payments made exceeded the total of service cost plus interest for each of the plans. The effect 
was a one time charge to pension expense of $3 16,2 19 for the bargaining plan, and $1,374,097 
for the non-bargaining plan. FAS 158 is the accounting standard directing recognition on the 
balance sheet of the funded status of the plans. It does not affect the statement of operations. 
The response to item 40 of Commission Staffs initial request for information, Item PSC 1-40 
contains additional information with regard to FAS 158. 

Witness) James V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-45 
Witness: James V. Haner 
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BIG RIVERS ELECTRIC CORPORATION 

APPLJCATION OF BIG RIVERS ELXCTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 46) 

f uti d balm ce ? 

What rate of interest is the Conzpatiy currently earning on its pension plan 

Response) As of February 28,201 1, the 12-month return is 17.5%. 

Witness) J a m s  V. Haner 

Case No. 2011-00036 
Response to Item AG 1-46 
Witness: James V. Haner 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 47) 
care, dental and life insurance coverage? Ifues, provide details of any proposed reductions. 

rfno, provide an explanation of why not. 

Has the Company considered reducing the amount of post retirement health 

Response) Big Rivers does not provide post-retirement life insurance coverage. Dental 
coverage offered is that available under COBRA. Big Rivers does provide post-retirement 
medical coverage and is considering its options for reducing the cost of that benefit, which 
include marketing the coverage, self-insurance, and changes in eligibility, plan design, and 

participant contribution to the cost. 

Witness) James V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-47 
Witness: James V. Haner 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 48) 
tile Conzparqt during the past tlzree years concerning tlte cost of post retirement benefits 
other tiinn pensions. 

Provide a complete copy of any and all actuarial reports prepared by or for  

Response) 
December 3 1, 201 0, are presented in a January 20, 201 1 letter and exhibits thereto prepared by 
Mercer. A copy of that letter and exhibits is attached to the response to Item 37d of 

Coinniission Staffs initial request for information, Item PSC 1 -37d. Valuation results for the 

years ended December 3 1,2008, and December 3 1,2009, are presented in Mercer letters and 
exhibits dated January 16,2009, and January 27, 2010, respectively, copies of which are 
attached hereto. 

The non-pension post-retirement benefit valuation results for the year ending 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-48 
Witness: James V. Haner 
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M E R C E R  
MARSH MERCER K R Q L L  

' GUY CARPENTER OLIVER WYMAN 

January 16,2009 

Mr. James Waner 
Manager of f-hman Resources 
Big Kivcrs Elcctric Corporation 
P.O. Box 24 
Henderson, K Y  42420 

Subject: 
Nonpension Postretirement Benefit Valuation Results for the Fiscal Year 
Ending December 31,2008 

Dcar Mr. klancr: 

The purpose of this lctter report is 10 provide you wilh the key cost calcularions resulting from 
our valuation of the liabililics associated with the postretirement medical program sponsored by 
Big Rivers. These liabilities have been valued in accordance with our interpretation of 
Statements of Financial Accounting Standards Nos. 106, 132R and 158. 

Attached are four exhibits which summarize our results. 

Exhibit I: "Valuation Rcsults" (presents the key cost calculations for the current plan) 

Edribit 2: "FAS 158 Disclosure for the Fiscal Year Ending Dccember 3 1,  2008 (provides 
thc required FAS 158 disclosure for the 2008 fiscal year) 

Exhibit 3: "Actuarial 13esis" (documents the major actuarial assumptions utilized to develop 
the valuation results) 

Erhibif 4; "Summary ol' Plan Provisions" (summarizes thc provisions of the currcnt rctircc 
medical benefit plans) 

Exhibit 5: "Medical Claims Cost Derivatjon" (documents the calculation of claims cost) 

Consulting. Outrvurcing. lnvrrtmentc 

Case No. 201 1-00036 
Witness: James V. Hnner 

Attnchment for item A(; 1-48 
Page 1 of28 



M E R C E R  
2 MARSH MERCER KROLL 

Mllc GUY CARPENTER OLIVER WYMAN 
Pagc 2 
January 16,2009 
Mr. Jamcs Hnncr 
Big Rivers Electric Corporation 

The annual expense (or net pcriodic posrretiremcnt benefit cost), which i s  the annual chargc to 
earnings associated with adoption of the FAS 106 accounting standard, is $268,968 for the 2008 
fiscal year, based on the plan of benefits outlined in Exhibit 4. 

The enclosed information is based on census data and health insurance rates provided by Big 
Rivers for the 2008 and 2009 fiscal years. Othcr rclcvant assumptions are outlined on the 
attached exhibits. 

We have prcpared an actuarial valuation of the Big Rivers' postretirement benefit plan as of  
January 1,2008, for the fiscal year cnding Decembcr 3 I ,  2008 to cnable the plan sponsor IO 
salisly thc accounting requirements undcr Statements 01' Financial Accounting Standards Nos. 
106 and 158. 'lhc results of the valuation set forth in this rcport rdlcct thc provisions of rhc plan 
as outlined in the attached Exhibit 4 and cfyectivc January 1 .  2008. 

All costs, liabilities and other factors under the plan werc dctcrmined in accordance with 
generally accepted actuarial principles and procedures. The calculations reported herein are 
consistent with our undcrstanding of the provisions of FAS Nos. 106, 132R and 158. The 
actuarial assumptions were sclcctcd by the company with the concurrence of its auditors. We 
believe the actuarial assumptions to be reasonable, 

Acluarial computations under Statements ofFinancia1 Accounting Standards are for purposcs of 
fulfilling employer accounting rcquirernents, Computations for other purposes may diffcr 
significantly from thc results shown in this rcport. 

For thc 2008 expense calcularion we have included a disability incidence assumption (prcviously 
therc was none). in  addition thc trend assumption was updated 10 reflect an updated mcthodology 
for establishing future medical trcnds. No other assumptions changcd from the 2007 year end 
disclosure assumprions. For the 2008 year end disclosure the mortality [able was adjusrcd IO thc 
mortality table required by the Pension Protection Act to be used for Rctircment Plan funding 
purposcs as of January 1 ,  2009 and thc discount rate increased to 6,32%, based on applying thc 
Mercer Yicld Curve to projcctcd AI'BO cash llows under the currcnt plan provisions. All other 
assumptions and plan provisions arc shown on Exhibits 3 and 4 of this report. 

Wc have not included an adjustmcnt for the impact of any federal subsidy under thc Medicare 
Prescription Ilrug, Improvcmcnt and Modernization Act of 2003, as your plan starced offcring 
Medicare Part D plans beginning in 2006 and is not eligible for this subsidy. 

Case No. 201 1-00036 
Witness: James V. Honer 

Attachment for Item AG 1-48 
Pnge 2 of28 



M E R C E R  
- .  . 

I MARSH MERCER KROLL 
".-.. GUY CARPENTER OLIVERWMAN 
Page 3 
Jmuory 16,2009 
Mr. James llaner 
Dig Rivers Electric Corporalion 

Wc arc avaifablc to answer any questions on this material, or to provide explanations or further 
details as may be appropriate. If you have any questions or need additional information, please 
call Dwayne Jatboe at (502) 56 1-4720. Colleclively, the undersigned credcntialcd octuarics mccl 
the Qualification Standards of thc American Academy of Actuaries to render the actuarial 
opinion containcd in [his reporz. As rct'ercnced below, long-lerm assumptions include those 
assumptions not rclatcd to hcalth carc claims costs. 

Sincerely, 

- __.___---" 
January 16,2009 

Alan J.  Craig. F.S.A., M.A.A.A. Date 

d 
January 16.2009 

Charlcs W. Edwards 111, F.S.A., M.A.A,A. narc 

Long-term assumptions revicwcd by: 

-" January 16.2009 
Staci James, V S A ,  E A ,  M.A.A.A. Datc 

copy:  
I>wuyne Jarbot! 

Enclosure 

'The information contained in this document (including any attachments) is not intended by 
Mercer to be used, and it cannol bc U S C ~ ,  for the purpose of avoiding penalties under the 
lnternal Revenue Code that may be imposed on the taxpayer. 

Case No. 201 1-00036 
Witness: James V. Hnner 

Attachment for Item AC 148 
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I Salaried Bargalnfng Total 
Expected Postretirement Benefit Obligation 

(EPEO) al the beginning of period $ 3,781,456 f 247.192 $ 4,028,640 

Accumulated Poslretlremenl Benefit Obligation 
(APBO) at the beginninQ of porlod 
inactive $ 966,288 $ S 966,288 
Active Fully Eligible f 946,981 S $ 946,981 
Active Not fully Eligible $ 858,941 $ 141,299 $ 1,000,240 

Total $ 2,772,210 f 141,299 $ 2.913.509, 

FAS 106 Expense 
Service Cost $ 119,661 8 9,892 0 129.553 
Interest Cost $ 158.423 $ 8,266 $ 166,689 
Amortization Amounts 

Amortization of Transition Obligation' $ 29.191 $ 1,488 $ 30.679 
Prior Service Cosl 5 791 $ 860 f 1,651 
(Gain yLoss $ (56,407) $ (3,197) $ (59,604) 

Total Expense 16 251,659 16 17.309 $ 268.968 

S 141,299 $ 2,913.509 
$ 7,440 $ 153,400 
5 4,726 $ 9,073 
$ (188,018) $ (3,876.832) 
$ (58,885) $ (1,125,796) 
$ 14,130 $ 291,351 
$ (44,755) $ (834,445) 

14 14 
$ (3,197) Is (59,604). 

(Projecled Cash Flow for 2008 $ 128,244 f $ 128.244 I 

'Participant Data L 
Aclive Fully Eligible 29 29 
Active Not Fully Eligible 57 26 83 
Relimes Receiving Benefits 34 1 35 
Spouses Receiving Benefits 14 1 15 
Oisabled" 7 2 9 
Spouses of Disabled'. 2 2 

Arnortlratlon of (Galn)/Lose 
1. APBO as of January 1,2008 $ 2,772,270 
2. Unrecognized Transition Obligation' $ 145,960 

4. (AccrvedyPrepaid Postretirement Benefit Cosl' 5 (3,688,814) 
5, Unrecognized (GainYLoss ff)-(Z)-(3)+(4j $ (1,066.911) 
6. lO%of ( l )  f 277,221 
7. Unrecognized (GainyLoss Subject lo Arnortlzation $ (789,690) 

9. Amortization of (GainRoss (7)/(8) $ (56.407) 

3. Unrecognized Prior Service Cos1 $ 4,347 

8. Average Future Service of Active Participants 14 

' Breakout of Transition Obligation and (Accrued) belween Salaried and Bargaining is based on APBO. 
The (Accrued) was provided in il letler from Ms. Cindy Duckworth dated October 28, 2008. 

'* Expense under FAS 106 excludes cos1 for disabled employees. These liabilities are covered under FASll2.  
Mercer Big Rivers Etocirlc Corporation 

I 

Case No. 201 1-00036 
Witness: James V. Haner 

Attachment for Item A C  1-48 
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FAS 158 Disclosure for the Fiscal Year Ending December 31,2008 

Change In benefit Obligatb 2008 2007 
Benefit obligation 81 beginning of yesr $ 2.861.761 $ 2,711,850 

Service cos1 129.553 84,430 
Interest cost 166.689 153.269 
Participant cantribulions' 60,956 45,172 
Plan srnendmenls 
Curtailments 
Setllements 
Special letmination benefits 
Benefits paid' (I  78,698) (1 70.057) 
Actuarlal (gain) or loss (92,142) 37.097 

Benefit Obligation at end of year $ 2,948.119 S 2.861.761 
Change In plan awe& 

Fair value of plan assels at beginning o! year 15 - E  
Actual relum on assets 
Employer contributions 117,742 124,885 
Participanl contributions' 60,956 45,172 
Benefits paid ' (1 78.698) (1 70.057) 
Settlements 

Fair value of plan assels at end of year $ - s  
Funded status 

Funded status $ (2,948,119) $ (2,861,761) 
Employer contributions between measurement date and fiscal year end 
Net amount recognized in stalemenlo1 financial posilion (after FAS 158) $ (2,948,119) S (2.861,761) 

Noncurrent assels 5 - $  
Current liabililies (155,776) (1 38.404) 
Noncurreni liabilities (2,792,343) (2,723,357) 

Amounts recognlzed In the atatamant of financlal posltlon consist of  

Ne1 amount recognized in slatemenl of financial position (after FAS 158) $ (2.948.119) E (2,861,761) 

Transition obiigalion esse1 (obligaflon) $ (122,721) $ (153,400) 
Prior service credil (wt) (7,422) (9,0731 
Accumulated gain (loss) 1 , 1 m,58 1 1,177,545 

1,069,438 1,015,072 Accumulated other cornprehenvlve Income (AOCI) 
Cumulative employer cunlribulions in excess of net periodic benefit cost (4,017,557) (3,876,833) 
Net amount recognized in statement of financial posllion (efter FAS 158) $ (2,948,119) 8 (2,861.7611 

Service wsl 5 129,553 S 04.430 

Amounts not yet reflected In net perlodtc benefit cost and included in accumulatod other comprehenvbe Incoma 

Components of net prtodlc pMrtretirement benefit coal 

Interest cos1 
Expected return on plan assets 
Amortizelion of lrsnsition obligation 
Amorlhslion of prior service cost 

166,689 153,269 

30.679 30,679 
165 1 1.651 

Recognized actuarial (gain) or loss (59.603) (70.325) 
Net periodic poslralirerneclf benefit cos1 S 260.969 B 199,704 

Amortizetion of transition oblisalion (assol) $ 30.679 S 30.679 
Eotimated amounte that will be amortbeel from accumulated other cornprehenslve Income over the next fiSCal year 

T . .  
Amorlization of prior service cost (credil) $ 1.651 $ 1.651 
Amortization of ne1 (gain) loss I (64.626) $ (63,6691 

Discount rate 6 32% 5.85% 
Expected long-term rate of return on plan assets 
Rate of cornpenselion increase 

Wolghtad.aver8ge assumptions as of December 31 

N1 A N/A 
NIA NIA 

Heafth care cost trend rate essurnpUon 86 of December 31 
tnitial lrend rate 7 9% 8.0% 
Ultimate vend rate 4.5% 5.5% 
Year ultimate trend is reached 2028 201 2 

Pnrtrcipent mntnbvlionr am bwmlilr pard unludo an n m n t  Wosrwn Konlucky Emwgy Corp (wKECI i s  c w v ~ ~ t u a I &  roqurod IO mhntn~m 
Iw com~in retrues lhaw benolrlr (YO uxcluobd horn 1h0 cokulufron ol obl+utionr and the pru/octbn ol tufwa cush llorvs m ihn odlrbu 

2 
Big Rivers Electric Corporation 

Case No. 201 140036 
Witness: James V. Haner 

Attachment for lttm AG 1-48 
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Exhibit 2 {continued) 

FAS 158 Disclosure for the Ffscal Year Ending December 31,2008 

Sensltlvity to trend rate aaeumptlona 2008 2007 
A one-penenlage-point change in assumed health cam cost trend rates would have 
the following effects: 

One-Percentage-Point Decrease 
Effect on tolal service and interesl cos1 components 
Effect on year end benefit obligation 

Effect on total service and interest cost components 
Effect on year end benefit obligation 

One-Percentage-P olnt Increase 

$ (37,028) 15 (27,977) 
(290.374) (267,914) 

s 44,338 s 33.816 
336,928 312,979 

The following benefit payments, net of retlrwt contributions and whlch reflect expected 
future eervlce, 8s appropriate, are expected to be paid: 

2009 S 155.176 
201 0 
201 1 
2012 
201 3 

s 177,749 
f 197,443 
f 220.015 
$ 255.151 

Five year period 2014 through 2018 $ 1,419.139 

Mercer 

3 
Case No. 201 1-00036 

Witness: Jomes V. Haner 
Attachment for Item AC 1-48 
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Exhibit 3 

Actuarial Basis 

A. Method for Determining Market-Related Value of Assets 

The plan has no assets. 

6. Funding Policy 

The benefits of the postretirement medical plan are funded on a pay-as-you-go basis. The 
company funds on a cash basis as benefits are paid. There are no assets that have been 
segregated and restricted to provide for postretirement benefits. 

4 Big Kivcrs Klcctric Corpmtiun 
Case No. 20 I I -OW36 

Witness: James V. Haner 
Attachment for Item AG 148 
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Exhibit 3 

C. Summary of Actuarial Assumptions 

The following assumptions were used in valuing the liabilities and benefits under the Plan 

Olscount Rate 

Mortality 
v Healthy 

Disabled 

Withdrawal 1 -  

Disability incidence 

Retirement Rates 

Marital Status 

- 
January 1,2008 - 5.85% per annum 
December 31, 2008 - 6.32% per annum 

January 1, 2008 - 2008 PPA separate static annuitant and 
nonannuitant mortality tables. 
December 31, 2008 - 2009 PPA separate static annuitant and 
nonannuitant mortality tables. 
Tables specified in Revenue Ruling 96-7 for disabilities occurring 
before 1995 
Turnover is based on the T-1 table. Rates at sample ages are 
shown below: 

Age Male Female 
25 4.895% 4.895% 
30 3.702% 3.7 02 Yo 
40 1.128% 1.128% 
45 0.265% 0.265% 
50 0 1 000 Oh 0.000% 

No withdrawal is assumed after attainment of eligibility for 
retirement. 
Based on rates from the 1985 Pension Disability Study from 
the Conference of Consulting Actuaries. See table of sample 
rates. Disabled employees are not eligible for postretirement 
medical benefits and no liability for disabled employees is - included in this report, 

Age - Salaried Bargaining 
55-59 3% 3 ?h 
60-61 5 yo 5 yo 
62 25% 25% 

63-64 15% 1 5% 
65+ 100% 100% 

at Retirement Males .............................................. 80% 
Males are assumed to be three years 

Spouses older than female spouses. 

I Percentage Married Females .......................................... 80% 

1 Age Difference of 

5 Rip Hirltrs Elcciric CIqhIrJli{Ifl 

Case No. 201 1-00036 
Witness: James V. Haner 
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Exhibit 3 

, 

C. Summary of Actuarial Assumptions (continued) 

Salaried Bargaining 

* Pre-Medicare $ 10,686 $ 10,686 
* Post-Medicare 

Medical $ 939 $ NIA 
 part^' $ 1,156 $ NIA 

The above claims costs include administrative expenses. 
The trend rates below represent the assumed rates of increase ir 
per capita employer claim payments: 

Medical Annual Rates of Increase Years 
2008 8.0% 
2009 7.9% 
2010 7.7% 
201 1 7.6% 
2012 7.4% 
2013 7.3% 
2014 7.2% 
2015 7.0% 
2016 6.9% 
2017 0.8% 
201 8 6.6% 
201 9 6.4% 
2020 6.2% 
2021 6.0% 
2022 5.8% 
2023 5.6% 
2024 5.4% 
2025 5.2% 
2026 5.0% 
2027 4.8% 
2028+ 4.5% 

qetirees pay certain percentages of the premium to remain 
:overed under the plan. The portion of the required contribution 
lased on the premium rate is assumed to increase at the same 
rend rates as incurred claims. See Exhibit 4 for more 

Assumptions Unique to SFAS 106 Valuations 

1 1 information on required contributions. 

I 

2008 Annual Age 65 
Per-Capita Claims Cost 

- 
Health Care Cost Trend 
Rates 

Retiree Contribution 
Increases 

’ This is /he prujecred Pori 1) p l r t i  costs for/rmre Meo’icure-eligible reiirees. For curretii hkiicme-eligihIr 

Mcrccr 6 Rig R i v c n  Elcclric Corporalion 

reiirecs we vafrre [he reriree ‘s elecled opiiorr, 

D *rnYZVbnVEO( llllrn ..CMI LIo( 

Case No. 20 I 140036 
Witness: James V. Hancr 

Attachment for Item AG 1-48 
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Exhibit 3 

C. Summary of Actuarial Assumptions (cont inued)  

Assumptions Unique to SFAS 106 Valuations (continued) 

Aging Rates at Sample 

~ 

Plan Participation end 
Persistency 

Attribution Period 

- 
Attalned Age Factor 

55 3.5% 
65 2.5% 
70 2.0% 
75 'I ,5'/0 
80 + 0.0% - 

95% of future retirees are assumed to elect coverage. 75% of 
male and 35% of female retirees electing coverage who have 
spouses are assumed to elect spousal coverage. In addition we 
have also assumed, for retirees who retired after January 1, 1994 
with required contributions, that retirees and spouses over age 65 
will drop coverage at a rate of 5% per year due to the level of 
req ui red contribution. 
The attribution period is the period of an employee's service to 
which the expected postretirement benefit obligation for that 
employee is assigned. 
The beginning of the attribution period is the date of hire, which is 
the beginning of the credited service period. The end of the 
attribution period is the full eligibility date, which for the medical 
plan occurs at age 55 for salaried employees or age 62 for 
bargaining employees. 

7 Big Hivcrr tclcctric Corporalion 

Case No. 201 1-00036 
Witness: James V, Hancr 
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Exhibit 4 

at 100% in-network - 
$1.000 per oerson, $2,000 

Summary of Plan Provisions 

:overage ceases upon 
jeath of retiree - eligible for 

VIA 
Qe 62 

ZOBRA continuation _- 

Plan Type 
Deductible 

~. - 
C 0-1 nsurance 

Out-of-pocket Limit 

orrice Visit Copayment 
Prescription Drugs 

Lifetime Maximum 
RetireelSpouse Contribution' 

age 55-62 
age 62-65 
age 65 +3 

Survivor Eligibility 

Uledicare Coordination 
Ziigibility for Benefits -3 

- - Bargaining 
PPO 
$250 per person, $500 
family in-networlc and two 
times that out-of-network 
90% in-network, 70% out-of. 
network for most benefits. 
Office visits (after co- 
payrnen t), wellness, and 
immunizations are covered 

- 

family in-neiwork, excluding 
deductible and co-payments; 
two times that out-of-network 
$25 
Generic - $10 copayment for 
30 day supply from 
pharmacy or 90 day supply 
from mail order service 
Brand - $1 5 for 30 day 
supply, $20 for 90 day from 
mail order plus cost 
difference of brand over 
generic 
Unlimited 
I___ 

Not eligible 
15% of active premium2 
Vot eligible 

Salaried - 
PPI) , . -  
$250 per person, $500 
family in-network and two 
times that out-of-network 
90% in-network, 70% out-of- 
network for most benefits. 
Office visits (after co- 
payment), wellness, and 
immunizations are covered 
at 100% in-network 
$7,000 per person, $2,000 
family in-network, excluding 
deductible and co-payments; 
two times that out-of-network 
$25 
Generic - $?O copayment for 
30 day supply from 
pharmacy or 90 day supply 
from mail order service 
Brand ., $15 for 30 day 
supply, $20 for 90 day from 
mail order plus cost 
difference of brand over 
jeneric 
Unlimited 

75% of active premium 
15% of active premium 
75% less $25 ($9 medical 
2nd $16 drug) per month4 __I__ 

:overage continued for up 
o 36 months after retiree's 
bath at expense of survivor 
>arve-out 
4ge 55 

All benefits are offered through an arrangement with the NRECA. Effective January 1. 2006 the NRECA became a 
Medicare Part D Prescription Drug Plan (POP) and ha5 unbundled the medical and prescription drug coverage for 
retirees over age 65. The NRECA offers these retirees B choice of five drug plan options along with the Medicare Carve- 
oul program. 

' C'onrriburions are based an rho arroined age uf rhe retiree or sporrse ' Spouses rtndrr age 62 pqv 75% of acrivc premium for dependenr coverage. 

' Salaried emplovers and their rpoirser who reliredprior io Juntiury I .  199-1 receive the Medicare-Carve OUI ,dun wirh no rerirrc 

Mrrccr a 13in Rivers Eicciric Cormtidon 

Retiree musr be enrutted in Medicare Parr B io be eligible for .iledicare Come-our plnn. 

con/rrhriiion reyrrirc.d/br rherr lijrrrme. 

- 
Case No. POI 1-00036 
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Exhibit 5 

- 
1 Ase 

Medical Claims Cost Derivation 

Salaried Bargaining 
Medical Part 0 Plan Medica[ 

Pre-65 (before Medicare) 

Not Applicable 

Not Applicable 

Medical claim costs for 2008 were derived from projections based on insured rates for 
January 1, 2009 through December 31,2009 for active and retired employees. These rates 
include expenses of the plan such as administrative costs. Pre-65 retiree rates were then 
developed by adjusting these active rates to expected levels for a pre-65 retiree group 
using actuarial aging factors. 

$8,997 
$10,325 

Post45 (after Medicare) 

_ _ _ _ ~  - 

65 
70 
75 

80+ 
I 

Big Rivers currently provides Medicare supplement coverage on a carve-out basis, with 
Medicare Part D plans offered for prescripiion drug coverage beginning in 2006. Similar to 
the Pre-65 claims costs the post-65 claims costs were based on insured rates for January 
1, 2009 through December 31,2009 for retirees and dependents who are Medicare 
eligible. The average claims costs for the Medicare supplement were then adjusted using 
our aging factors to reflect the impact of aging on this group. Part 0 costs for Medicare 
eligible retirees are based on the plan the retiree has elected and are not shown below. 
Assumed Part D plan costs for current active employees and retirees under age 65 are 
based on a weighted average of the costs for the plans elected by current Medicare eligible 
retirees with required contributions. An aging adjustment was not applied to the Medicare 
Part D plans. 

- ~ - 

$ 939 $1,156 Not Eligible 

Not Eligible $ 1,062 $1,156 

$1,173 $1,156 Not Eligible 

$1,264 $1,156 Not Eligible 

-- 
- 

7 

The preceding methodology produces the following sample 2008 annual claims costs used 
for this valuation: 

I 55 I $7,576 1 Not Applicable 1 $7,576 I 

- ..-- 
Mercer 9 flig Rivers Electric Corporation 
0 *T*wor#l I Y l W  ..bmI Dc 

Case No. 201 1-00036 
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MERCER 
M A R S H  MERCER K R O L L  Q GUY CARPENTER OLIVER VkrYMAN 

482 Sarfh Fourth Slree!, Suite 1190 
LoulsvtOe. KY 40202 
502 661 4500 Fax So2 581 4700 
www.merwr.com 

January 27,201 0 

Mr. James Haner 
Manager of Human Resources 
Big Rivers Electric Corporation 
P.O. Box 24 
Henderson, KY 42420 

Subject: 
Nonpenslon Postretirement Benefit Valuation Results for the Fiscal Year 
Endlng December 31,2008 

Dear Mr, Haner: 

The purpose of this letter report is to provide you with the key cost calculations resulting from 
our valuation of the liabilities associated with the postretirement medical prcgram sponsored by 
Big Rivers. These liabilities have been valued in acwrdancxt with our interpretation of 
Statements of Financial Accounting Standards Nos. 106,132R and 158. 

Attached are five exhibits which summarize our results. 

Exhlblt 7: "Valuation Results" (presents the key cost calculations for the current plan) 

Exhibit 2: "FAS 158 Disclosure for the Fiscal Year Ending December 31,2009 (provides 
the required FAS 158 disclosure for the 2009 fiscal year) 

E~hlblt  3: "Actuarial Basis" (documents the major actuarial assumptions utilized to develop 
the valuation results) 

Exhibit 4: "Summary of Plan Provisions' (summarizes the provisions of the current retiree 
medical benefit plans} 

ExhlbM 5: "Medical Claims Cost Derivation" (documents the calculation of claims cost) 

The annual expense (or net periodic postretirement benefit cost), which is the annual charge to 
earnings associated with adoption of the FA$ 106 accounting standard, is $1,373,446 for the 
2009 fiscal year, based on the plan of benefits outlined in Exhibit 4. This assumes that the full 
AP80 of $8,768,136 for the WKE unwind will be recognized on July I t ,  2009 (*e agreement 
date). 

Consulting. Outlourdng. tnvestmcnts. 

Case No. 201 1-00036 
Witness: James V. Hsacr 
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Page 13 of 28 

http://www.merwr.com


Page 2 
January 27,2010 
Mr. James Haner 
Big Rivers Eledric Corporatlon 

The enclosed information is based on census data and health insurance rates provided by Big 
Rivers for the 2009 and 2010 fiscal years. Other relevant assumptions are outlined on the 
attached exhibits. 

We have prepared an actuarial valuation of the Big Rivers’ postretirement benefit plan as of 
January 1 , 2009, for the fiscal year endlng December 31,2009 to enable the plan sponsor to 
satisfy the accounting requirements under Statements of Financial Accounting Standards Nos. 
108 and 158. The results of the valuation set forth in this report reflect Ihe provisions of the plan 
as outlined in the attached Exhibit 4 effective January 1, 2009 and the WKE unwind dated Juty 
17, 2009. These results include plan amendments to the Big Rivers postretirement medical plan 
effective for retirements on or after January 1, 2009 presented in Exhibit 4. 

For the 2009 expense calculation no assumptions were changed from the 2008 year end 
disclosure assumptions. For the 2009 year end dlsclosure the mortality table was adjusted to 
the mortality table required by the Pension Protection Act to be used for Retirement Plan 
funding purposes as of January 1, 2010 and the discount rate decreased to 5.78%, based on 
applying the Mercer Yield Curve to projected APBO cash Rows under the current plan 
provisions. All other assumptions and plan provisions are shown in Exhibits 3 and 4 of this 
report. 

Certification 
We have prepared an actuarial valuation of the Big Rivers Electric Corporation Postretirement 
Benefit Plan for the fiscal year ending December 31,2009, The results of the valuation are set 
forth In this report, which reflects the provisions of the plan as amended and effective January 1, 
2009 and updated for the WKE unwind effective July 17,2009. Through the unwind, past 
service back to the original date of hire was Included for WKE Union employees and for Ihe 
acaual of the union employee benefits under their account based plan. Sewice for WKE 
salaried employees (and for benefit accrual) starts at the unwind date. 

All costs, liabilities and other factors under the plan were determined In accordance with 
generalty accepted actuarial principles and procedures. The calculations reported herein are 
consistent with our understanding of the provisions of FAS Nos. 106 and 132, See page 6 for 
additional information on the accounting treatment. The actuarial assumptions were selected by 
the company with the concurrence of its auditors. 

Actuarial computations under Statements of Financial Accounting Standards are for purposes of 
fulfilling employer accounting requirements. Computations for other purposes may differ 
signtficantly from the results shown in this report. This valuation report may not be relied upon 
for any purpose other than what is described in this report or by any party other than Big Rivers 
and its auditors. Mercer Is not responsible for the consequences of any other use. A valuation 

Case No. 201 I-00036 
Witness: James V. Haoer 
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Page 3 
January 27,2010 
Mr. James Haner 
Big Rivers Electric Corporation 

report is a snapshot of a plan's estimated financial condition at a particular point in time; it does 
not predict a plan's future financial condition or its ability to pay benefits in the future. 

Over time, a plan's total cost will depend on a number of factors, indudlng the amount of 
benefits it pays, the number of people paid benefits and the amount earned on any assets 
invested to pay the benefits. These amounts and others are uncertain and unknowable at the 
valuation date, but are predicted to fall within a reasonable range of possibilities. 

To prepare this report, actued8l assumptions, as described in Exhibit 3, are used to select a 
single scenario from the range of possibilities. The results of that single scenario are lnduded in 
this report. However, the future is uncertain and the plan's actual experience will differ from 
those assumptions; these differences may be significant or material. In addition, different 
assumptions or scenarios may also be within the reasonable range and results based on those 
assumptions would be different. Aduarial assumptions may also be changed from one valuation 
to the next because of mandated requirements, plan experience, changes in expectations about 
the future and other factors. 

Because actual plan experience will dlffer from the assumptions, decisions about benefit 
changes, investment policy, funding amounts, benefit security and/or benefit related issues 
should be made only after careful consideration of alternative future financial conditions and 
scenarios, and not solely on the basis of a valuation report or reports. 

Data 
To prepare this report, Mercer has used and relied on financial data submitted by the hustee 
without further audit. We have also used and relied upon participant data supplied by the plan 
sponsor, this data would customarily not be verified by a plan's actuary. We have reviewed the 
participant data for internal consistency and reasonableness and have no reason to doubt its 
substantial accuracy. Finally, we have also used and relied upon the plan documents supplied 
by the plan sponsor. The plan sponsor is solely responsible for the validity and completeness of 
this information. 

Accounting results 

The valuation of the plan was performed in accordance with generalty accepled actuarial 
principles and procedures. The amunting calculations reported herein are based on the 
methods and assumptions described in Exhibit 3 of this report. The actuarial assumptions were 
selected by the company. Based on the information provided to us, we believe that the actuarial 
assumptions are reasonable for the purposes described in this report. 

Case No. 201 1-00036 
Wltoess: James V. Hanrr 
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Page 4 
January 27,2010 
Mr. James Haner 
Big Rivers Electric Corporation 

Professional qualifications 
We are available to answer any questions on the material contained in the report, or to provide 
explanations or further details as may be appropriate. Coilectively, the undersigned credentialed 
actuaries meet the Qualification Standards of the American Academy of Actuarfes to render the 
actuarial opinion contained in this report. We are not aware of any relationship, includlng 
investments or oVler services that could create a conflict of interest, that would impair our 
objectivity. As referenced below, long-term assumptions Include those assumptions no! related 
to health care claims costs. 

Sincerely, 
A I  

- 
Charles W. Edwards Ill, F.S.A., M.A.A.A. 

Short-term assumptions reviewed by: 

r n / v = - >  
Alan J. Craig, F.S.A., M.A.A.A. 

Long-term assumptions reviewed by: 

Staci 'Jarnek'F,S.A., E A . ,  M.A.A.A. 

Date 

JorcLuh, a772.o IO 
Date 

copy: 
Dwayne Jarboe 

Enclosure 

The lnfotmatlon contalned In thls document (Including any attachments) Is not Intended 
by Mercer to be used, and It cannot be used, for the purpose of avofdrng penaltles under 
the Internal Revenue Code that may be imposed on the taxpayer. 

Case No. 201 1-00036 
Wilness: James V. Haner 

Atlachment Tor Item AC 1-48 
Page 16 or28 



Exhibit 4 

Veluatlon Results for #re Flscal Year Endlng December 31,2009 Partlal Year IIII. 7/16 

Blg Rlven WKE Blg Rlvem WKE 
salarled bladed 88fg8bllflD Unlon Total , 

Expxled Pastretirement Banelit OMIQation 
(EPBO) a1 the beglnnlng of perkd S 3,995,216 NA $ 754,167 NIA s 4,749,383 

1 Accumulated Postretirement Benefit Obllgatlon 
(APBO) 8t the beginning Of perfOd 
lmctke $ 1.019.121 $ 58,085 S 1,0Y7,206 

I Active FuWy Eligible $ 1,138,036 s 38,719 S 1,177,354 I 
Active Not-Fu& Eligible s 945,290 $ 364.744 $ 1.310.034 

Total f 3,103,048 S 461.548 5 3,504,594 

FAS lo8 Experm 
service Cost $ 03,378 S 14,062 S 77,440 
lnterasi cost S 104,707 S 15,595 $ 120,362 
Amor(i~8tlon Amarnts 

Amortlzatbn of TremlUon OblI(pt10n' $ 14,468 $ 2.152 S 16,818 
Prior Service Cast $ 428 s 9,081 s 9,509 
(GainyLm 5 (11,400) S (5,691) 6 (17,171, 

Tolsl Ewpanse 5; 171,559 S 35,199 s 206,758 

2. 
3. 
4. 

5. 
6. 
7.  

8. 

9. 

UnrMxlgnized Trensltion OMkjation' 
Unrecognized Prlw Service Cost 
(Amued)lprepaid Poatretbemenl Benefit 
cost- 

5 100,831 
t 3,556 

S (3,508,502) 

s (513,843) 

s (21,194) 

S 15,090 
$ 178,819 

5 (521.558) 

Si (254,719) 

s (10.508) 

$ 122,721 
$ 102,375 

S (4,028,080) 

0 (788,562) 
6 358.459 

$ (412,103) 

13 

io. Portion Inducted for partial year from 
1/1/2009 - Tll812M)Q (8.542) 1( (9) ~~~ $ (11,480) $ (5,691) S (17.171 

PerHclpsnl Oata 
Active FuUy EligiMe 32 1 33 
Aclke Not Fully Eligi#e 58 25 81 
Retirees Receiving Benefits 33 1 34 
Spousas Recetrlng Benefb 14 1 15 
DlseblW' 
Spafires of OisabW' 

TOW 135 28 103 

* B r e a h t  of Transitbn OMlgaUon and (AcaueU) between Blg Rivera Wried and Bargaining is based on APBO. 

"Expense under FAS 106 exdudes cost fw disabled empfoyees . These liablitlas are covered under FASI 12. 
Mcrcor I 8b Riven Eladrk Corpaethw 

The (Acuued) wa9 based on h e  2008 year end dlsdosure. 

Case No. 201 1-00036 
Witness: James V. lianer 
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Exhibit 1 continued 

FA8 106 E N p @ m  
service cos1 5 58,218 $ 601,776 I 12,649 S 128.173 $ 801,016 
Interest Cost 5 89,431 $ 75,393 $ 13,545 $ 165.184 S 343.563 

AmcxttEetbn of Transltbn Obtlgatlon' S 12,213 S - $ 1,848 5 - S 14.081 
Prior servke Cost $ 3 8 4 3  - t 7.684 t * s 8,048 
(Galnn)Ross f - s  - 5 - s  - $  

Total Eapense f 160,226 5 677,169 S 35,926 $ 293.367 S 1,168,888 

Amortizauon Amounts s 

Valuatlon Results for the Flacal Year Ending December 31,2009 Partlal Year 7/97 - 12/31 

Big RWm WKE Wg R t v m  WKE 
salilrfod Selarlod Bergslnlng Unlon Total 

Erpaded Posbeliremenl8enefll OMigaUon 
(EPBO) at the twginnlng of perkd S 4.211.050 f 6,211,685 5 805.389 S 8,721.051 $ 18,949.185 

Accumulated PoetreUrement Benefit Obligation 
(APBO) at tho beglnnlng of pwlod 
lnadhre 6 998,476 5 88.100 5 49,890 5 * s 1,148,260 
Active Fully Emible $ i , i g t i t ~ ~  s z,ew.595 t ~Q,OZQ t m,mz s 4,oie,876 . -  
W e  Nol FuPy Eligble S 1,098.460 f - t 408.888 S 5,880,379 S 7307,725 

Total S 3.288.126 S 2,752,695 S 497.805 f 0,015,441 $ 12,553,867 

ArnortGilon of (G8b'1)lL088 
1. APBO as of July 17,2009 $ 3,288,128 S 2,752,695 6 497,805 $ 6,015.441 S 12,553,887 
2. Unrecognbed Transil i  Obligation' S 92,157 S - t 13,946 6 * $ 106,103 
3, unremgnued Priw service cos1 $ 3,128 $ - S 189.738 S * S 172,866 
4. (AoauedyPrepaid Postretirement mfil 

Cost' S(3.593.853) S (2,752,695) S (543,842) S(6.015.441) 0 (12,905,631 

5. Unrecognized (GalnyLoss (1)42)43)+(4) S (4Nl.612) S - $ (229,821) $ * S (630,733 
6. 10%of(1) t 1,255.387 
7. Unrecognized (GainyLos Subject b 

Amortltatbn 5 
8. Average Futuro Service of M i e  

Partkipants 13 
Q. Amorthatbn d (Gain- (7J48J - 

allocated based on Item 6. unreoognized 
(G81nYLON 6 - s  - 5 - s  - L  

7l1712009 - 12/31RW)9 (5.5'12) t f  (9) t - 5  - s - 5  - $  
io. Portbn tnduded for paW year horn 

Fartlolpsnt Data 
Actlve Fully Eligible 32 49 1 4 86 

Retirees Receiving Benefits 33 7 1 41 

DlsabW' 
Spouses of DisaMBd" 

Active Not Fully Eligiie 58 102 25 313 488 

Spbuses Receiving Benefits 14 3 1 18 

Total 135 181 28 317 841 

Breakout of TranslUoo OWgelbn and (Accrued) between Sig Rbers Sabrled and Bargalnlng !$ based an APBO. This eldribit 
assumes that tne MIAPBO for the WKE Saiarled and U n h  groups Is recognized Juty 18.2008. 
The (Accrued) was based oli VW 2008 year end ddosure projaded to July 17,2009 baaed on expected benelil paymenb. 

** Expense under FAS 108 exdudes cos1 for disabkd empbyess. These IiaMliUes are covered under FASl12. 
Mener 2 f3g Rivers Electric corpm3m 

Case No. 2011-00036 
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Exhibit 1 continued 

Veluetlon Results for the Fiscal Year Endlng December 31,2009 - Full Year 

Big R I ~ t ' 8  W E  Blg Rhrenr WKE 
Seiisrted Sisterled Bargalnlng Unlon Tbtal 

xpected Postretirement Benefit OMieatian 
(EPBO) at me beeinnine or perbct NIA NIA NIA NIA NIA 

FA8 10B Expense 
service cost $ 121.598 S 601,770 $ 20,911 128,173 $ 878,456 
tnteresl Cost $ 194,168 $ 75,393 f 28,140 5 165,194 I 483.925 
Amortiration Amount3 5 

Amorllzatlon of Transition OMlgetlon' S 28,679 S * s 4,000 t - $ 30,078 

(@In- t (11,4801 t - f (5,691) S * S (17,1711 
Prkr servloe cost 5 792 I - s 10,705 f - t 17,557 

Total Eapense S 331.785 S 677.169 S 71,125 $ 293,387 S 1,373,440 

Amortlzatton of (GelnpLosa WA NIA N/A N/A WA 
1. APBO 83 of January 1,2009 
2. Unrecognized Transition OblIgatiOn 
3. Unrecognized Prior Service Cost 
4. (AwuWPrepaid Pasbetiment Benefit 

Cost' 

5. UMecognlred (GainyLoss (1)42)43)q4) 

7. Unrecognized (GldnyLoss Subject to 
AmMtiLeuon 

8. Average Future Service of Adive 
Participants 

9. Anwllzetkn of (GalnyLoss (v(8) - 
eUoceted ksed  on ilem 5. univcognimd 
(G8hpLOSS 

$0. Portion lnduded for year from 1/1l22009 - 
12/311ZQO9 (5Vf21 x (9) 

8. 10%d(l) 

Pafllclpenl Oat8 
Ache F d y  EligitAe 32 49 1 4 88 
Acthie Not Fw E % M  50 102 25 31 3 496 
Retirees Receiving Benefits 33 7 1 41 
Spwsss Receiving Benefits 14 3 1 18 
Msabled" 
spousas or Disable@' 

Totel 135 181 28 31 7 041 

* 8rwout of Transinon Obligation and (Amued) belween NQ Rivers Salaried and Bargaining ia based on AWO. This exhibit 

*'Expense under FAS 108 excludes cost for d b b l e d  employees . These Uabilitim are cavered under FASll2. 
as8um8s thal the full APBO for the WKE Salaried and Union p u p s  Is recognued Juty 16,2009. 

Mercec 3 BiQligEElectriCCorporetiar 

Case No. 20 I 1 -OW36 
Witness: James V. Hsner 

Attnchmeot for item A C  1-48 
Page 19 of 28 



FAS l(iB Dhscloaurs for the Flscal Year Endlng December 31,2009 

Chanpe In knont ob(lmthn 2009 M o 8 ,  
Banefll obllgatkn el kglnnhg d year S 2,048,119 $ 2,881,781 

servfce 0x1 878,456 129,553 
fnterest MMI 483,925 168,680 
PaNdpant conMWns' 48,289 60,856 
Pian amendments 174.953 
Acqullbnsldhoslihaes e . 7 8 e . i ~  
curtaibnenb 
settlements 
Spodal termhaUon beneflb 
Benellts 0rtW (203,587) (1 78,698) 
Acbarts~(W1n) OT !OS$ .785,esa' '{92,1421 

BeneM Obligatkn 81 end of yeor S 13,684,289 S 2,848,119 
Change In pfsn m8ab 

Fair valued plan assets a1 4qfinnlng of year S ' 5  
Actuatmtmw,aseb 
Ernpkyar cootrlbuUons 155,298 117.742 

Benentr pakf * (203.587) (1 78,898) 
Settfemenrs 

Panldpant conblbulbns' 48,280 80,958 

Felr v8hm d plan 8 8 ~ e t S  ttl end of year 5 - s  
Funded sbhle 

Fun& $tab) $ (13,884,289) S (2,048,110) 

(423,721) (1 55,776) 
(13,440,568) (2,782,343) 

Net amur11 remenbed tn btatement of Hnandal position (efbr FAS 156) S (13,884.289) S (2,948,1181 

Transillon obllgatkn asset (obllgabbn) S (92,042) S (122,721) 
Amount8 n d  YofmPlkEtod In MI podadk berot# cool and Included In rccumubied other ccmprohOnOIvb Income 

4 
Case No. 201 1-00036 

Witness: James V. Haner 
Attachment for [tern AC 1.48 
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FAS 158 Disclosure for the Fiscal Year Ending December 31,2009 

Senrltlvlty to trend rate Bssumptlona 2009 2008 
A one-percentage-point change in assumed health care cost trend rates would have 
Ihe following effects; 

0ne.Petcentage-Polnt Decrease 

One-Percentage-Polnt tncroaao 

Effed 00 total service and interest cost components 
Effect on year end benefit obligation 

Effect on lohl service and Interest cost components 
Effect on year end benefi obligation 

$ (137,590) $ (31,028) 
(988,891) (290,374) 

$ 161,870 $ 44,338 
1,134,386 336,928 

The frdlowlng bensftt payments, net of rellree contrlbuUon8 and whtch reflect expocted 
future eervlce, 88 appmprl8te, are expected to be pald: 

2010 $ 423,721 
2011 
201 2 
201 3 
2014 

$ 599,462 
$ 820,072 
$1,013,723 
$1,244,822 

Five year perlod 2015 through 2019 S 0,341,852 

Case No. 201 1-00036 
Witness: James V. Haner 

Attnchmtnt for Item A C  1-48 
Page 21 of 28 



Exhibit 3 

Actuarial Basis 

A. Method for Determining Market-Related Value of Assets 

The plan has no assets. 

6. Fundlng Policy 

The benefits of the postretirement medical pian are funded on a pay-as-you-go basis. The 
company funds on a cash basis as benefits are paid. There are no assets that have been 
segregated and restricted to provide for postret irernent beneffls. 

C. Accounting Method 

As directed by Big Rivers and their auditors this valuation assumes through the unwind 
agreement with EON that Big Rivers will grant past service {to the original hire with WKE) 
to the Union empjoyees for the purpose of calculating retirement account balances and 
accrual of postretirement benefit obligations under this plan. WKE salaried employees will - not be granted past service and their service for accrual of obligations will start with the 
unwind date of July 17, 2009. 

6 Big Rivers Electric Corpontion 

Case No. 201 1-00036 
Witness: James V. Haner 

Attachment for Item AG 1-48 
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Exhibit 3 

D. Summary of Actuarial Assumptions 

The following assumptions were used in valuing the liabilities and benefits under the Plan. 

Dlscount Rate 

Mortallty 
Healthy 

* Disabled 

Withdrawal 

~~ 

Dlseblllty lncldence 

Retirement Rates 

Marital Status 

- January I, 2009 - 6.32% per annum 
- July 17,2009 - 6.00% per annum for re-measurement 

- December 31,2009 - 5.78% per annum 
at unwind 

January 1 , 2009 - 2009 PPA separate static annuitant and 

December 31,2009 - 2010 PPA separate static annuitant and 

Tables specified in Revenue Ruling 96-7 for disabilities occurring 
before 1995 
Turnover is based on the T-I table, Rates at sample ages are 
shown below: 

nonannui t an t mortality tables. 

nonannuitant mortaltty tables. 

Aae Male Female 
25 4.895% 4.895% 
30 3.702% 3.702% 
40 1.128% 1.128% 
45 0.265% 0.265% 
50 0.000% O,OOO% 

No withdrawal is assumed after attainment of eligibility for 
retirement. 
Based on rates from the 1985 Pension Disability Study from 
the Conference of Consulting Actuaries. See table of sample 
rates, Disabled employees are not eligible for postretirement 
medical benefits and no liability for disabled employees is 
included in this report. 

Age Salarled Bargainlng 
55-59 3% 3% 
60-61 5% 5% 

62 25% 25% 
63-64 15% 15% 
65+ 100% 100% 

at Retirement Males ............................................... 80% 
Males are assumed to be three years 

Spouses older than female spouses. 

0 Percentage Married Females .......................................... 80% 

Age Difference of 

Mercer 
~ I n l o a r M n a  

7 
~~ 

Big Rivers Electric Corporation 
Case No, 201 1-00036 

Witness: James V. Honer 
Attachment for Item AC 1-48 
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Exhibit 3 

D. Summary of Actuarial Assumptlons (continued) 

Assumptions Unique to SFAS 106 Valuations 

2009 Annual Age 65 
Per-Caplta Claims Cost 

Health Care Cost Trend 
Retea 

0 Pre-Medicare 
0 Post-Medicare 

Medical 
* P a r t D - R x l  
* PartO-Rx2 
* Part D - Rx3 
* PartD-Rx4 
* PartD-Rx5 

Part D future 
retirees’ 

_. 

Salarled and Bargafnlng 

$ 11,773 

$ 1,170 
$ 318 
$ 453 
$ 1,684 
$ 2,395 
$ 990 

$ 1,228 
The ebove claims costs include adminisfratlve expenses. 
The trend rates below represent the assumed rates of increase in 
per capita employer claim payments: 

Year8 Medical Annual Rates of Increase 
2009 7.9% 
2010 7.7% 
201 1 7.6% 
201 2 7.4% 
201 3 7.3% 
201 4 7.2% 
201 5 7.0% 
201 6 6.9% 
209 7 6.8% 
201 8 6.6% 
2019 6.4% 
2020 6,2% 
2021 6.0% 
2022 5.8% 
2023 5.6% 
2024 5.4% 
2025 5.2% 
2026 5.0% 
2027 4.0% 

2028+ 4.5% 

72is is the projecied Parr D plan costs for futtrre Medicare-eligible rerirea. For curreni Medicare-eligible 
retirees we value rite retiree’s elected option as nored Rvl ihrough Rx5. 

Mercer 8 Big Riven Elnm’c Corporalion 
OwwxcwuX mtm armIda 

Case No. 201 140036 
Witness: James V. Haner 

Attachment for Item AG 1-48 
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Exhibit 3 

D. Summary of Actuarial Assumptlons (contlnued) 

Assumptions Unique to SFAS 106 Valuations (continued) 

Retiree Contrlbutlon 
(Annuel 2.009) 

Increases 

Retlree Medical 
Account Balance 
Interest Credlt (WKE 
Union Only) 

[G ina  Rates at Sample 
Aces 

Under age 82 Age02-64 Medical Age 6S+ 

Retiree: $5,025 $1,005 $1,079 
Spouse: $4,700 $940 $1,079 
Retirees over age 65 also pay 75% of the cost of the elected Rx 
coverage plan. 
WKE Union retirees and dependents pay the full active rate for 
coverage under age 65 and the full medical andlor Rx rate for 
coverage after age 65. 
Retirees pay certain percentages of the premium lo remain covered 
under the plan. The portion of the required contribution based on the 
premium rate is assumed to increase at the same trend rates as 
incurred claims, See Exhibit 4 for more information on required 
contribulions. 
For this valuation we have assumed that WKE union retirees pay the 
full required contribution from the Retiree Medical A m n t .  
For future years after retirement this valuation assumes 4.25% per 
annum. 

Attained Age Factor 

55 3.5% 
65 2.5% 
70 2,0% 
75 9.5% 
80 + 0.0% 

- Big Rivers Salaried and Bargaining and WKE Salaried - 95% of 
future retirees are assumed to elect covetage. 75% of male and 
35% of female retirees electing coverage who have spouses are 
assumed to elect spousal coverage. 

- In addition we have also assumed, for retirees who retired after 
January 1,1994 with required contributions, that retirees and 
spouses over age 65 will drop coverage at a rate of 5% per year 
due to the level of required contribution, 

- WKE Union with a Retiree Medical Account - 100% of future 
retirees are assumed to elect coverage. 75% of male and 35% of 
female retirees electing coverage who have spouses are assumed 
to elect spousal coverage. 

9 Big Rivers Elcchic Corporation 
Case No. 20 I 1-00036 

Witness: James V. Hnner 
Attachment for Item AG 1-48 
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Exhlbit 3 

D. Summary of Actuarial Assumptlons (continued) 

Assumptions Unique to SFAS 106 Valuations (continued) 

Attribution Perlod 

hasumption Changes 
From the Prior Valuation 

The attribution period is the period of an employee's service to 
which the expected postretirement benefit obligation for that 
employee is assigned. 
The beginning of the attribution period is the original date of hire 
for all groups except the WKE Salaried employees. WKE 
Salaried employees attribution period begins at the later of hire 
date or the unwind date of 7/17/2009. This is also considered the 
beginning of the credited service period. The end of the 
attribution period is the full eligibility date, which for the medical 
plan occurs at age 55 for salaried employees, age 62 for Big 
Rivers Bargaining employees and age 62 and 30 years of service 
for WKE Union emDlovees. 
- A Retjree Medical Account Balance Interest Credit (WKE Union 

Only) was added for this valuation. 
- The discount rate was updated for the remeasurement and 

year end disclosure (6.00% and 5.78% respectively) 
- The healthy mortality table was updated to 2010 PPA separate 

static annuitant and nonannuitant mortality tables for the year 
end disclosure. 

10 Big Rivers Electric Corporaion 
Case No. 20 I I -0OO36 

Witness: James V. Haner 
Attncbment for Item AG 1-48 
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Exhibit 4 

Pian Type 
Deductible 

Co-Insurance 

Outsf-Pocket Limit 

Offlce Vlslt Copayment 
Prescription Drugs 

6arqalnlng I Salarted 
PPO 
$250 per person, $500 famity in-network and two times that out-of- 
network 
90% in-network, 70% outofnetwork for most benefits. Offlce visits (after 
co-payment), wellness, and immunizations are covered at 100% in- 
network 
$1,000 per person, $2,000 family in-network, excluding deductible and 
co-payments; two times that out-of-network 
$25 
Generic - $10 copayment for 30 day supply from pharmacy or 90 day 
supply from mail order service 
Brand - $15 for 30 day supply, $20 for 90 day from mail order plus cost 

LJfetfrne Maxlmum 
RetlreelSpouse Contrlbutlon' 

age 55-62 
age 62-65 
age 65 +3 

difference of brand over generic 
Unlimited 
Big Rivere - 

Suwlvor EilglbWy 

Blg Rlver8 and WKE- 
75% of active premium 
15% of active premium 
75% ' 

and mexbnum of 7%. 
Blg Rivers - Coverage ceases 
upon death of retlree -eligible for 

Coverage cunUnued for up lo 36 
nonths after retiree's death at 
sxpense of survivor 

Medicare Coordination 
Ellnlbllitv for Beneflts 

Zarve-out 
continue coverage 
Carve-out 
Big Rhrera - Age 62 4ge 55 - 

Plan Amendment 3ig Rivers Union employees 
WKE - Age 62 with 10 yrs of svc 
- Post 65 coverage was extended I 

- The $25 reduction In requlred contribution for post 65 retirees was 
retiring on or after January 1,2009. 

eliminated for employees retiring on or after January 1,2009. 
AA benelts are offered thmgh an amrrgernenl w(h Me NRECA, E W v e  Janwry 1.2008 h e  NRECA became a Medicare Pan D 
Presalption DNg Ran (POP) and has unbundled ttw rnedlcal and prescriptfon drug coverage tor retlnws over age 65. The NRECA 
offen these retima e choice of Rw drug plan optlons akngwllh h e  Medicam Cerveeul pmgm. 

' Contributions are bared on ihe attained age ojthe retiree or spouse. ' Sjwusr.p undcr oge 62 pay 7S% ofactfw pnemium for dependent coverage. 

' Salaried employees and their spouses who relired prior io January 1. 1994 raviw the Medicore-Curve out plan with no reiiree 
Retiree must bc enrolled in Medlcare Part 6 10 be eligible /or hidcare Curve-out plan. 

contribution requiredfir (heir li/erinte. 

11 Big Riven Electric Corporation 
CSSe NO. 201 1-00036 

Witness: James V. Iiancr 
Attnchment for Item AG 1-48 
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Exhibit 5 

Medlcal Claims Cost Derivation 

I Age 

Pre-65 (before Medlcare) 

.. 
Salarled and Bargainlng 

Medical Part D Plan 

Medical claim costs for 2009 were derived from projections based on insured rates for 
January 1,201 0 through December 31,201 0 for active and retired employees. These rates 
include expenses of the plan such as administrative costs. Pre-65 retiree rates werw then 
developed by adjusting these active rates to expected levels for a pre-65 retiree group 
using actuarial aging factors. 

___ ~~ 

55 $8,346 Not Applicable ~ 

60 $9,913 Not Applicable 
64 $11,375 Not Applicable 
65 $ 1,170 $1,228 
70 $1,324 $1,228 

75 $1,462 $1,228 

Post45 (after Medicare) 

Big Rivers currently provides Medicare supplement coverage on a cawe-out basis, with 
Medicare Part D plans offered for prescription drug coverage beginning in 2006. Similar to 
the Pre-65 claims costs the post-65 claims costs were based on insured rates for January 
I, 2010 through December 31,2010 for retirees and dependents who are Medicare 
eligible. The average claims costs for the Medicare supplement were then adjusted using 
our aging factors to reflect the impact of aging on this group. Part D costs for Medicare 
eligible retirees are based on the plan the retiree has elected and are not shown below. 
Assumed Part D plan costs for current active employees and retirees under age 65 are 
based on a weighted average of the costs for the plans elected by current Medicare eligible 
retirees with required contributions. An aging adjustment was not applied to the Medicare 
Part D plans. 

80+ 1 
~~ ___ 

$1,574 $1,228 

12 Big Rivm Elcft~ic Corporation 
Case No. 201 1-00036 

Witness: James V. Hancr 
Attachment for Item AC 1-48 
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BIG RIVERS ELECTRIC CORPORATION 

1 
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3 
4 

5 

6 

7 
8 

9 
10 

11 
12 
13 

14 
15 

16 
17 

18 

APPL,ICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 49) Post Retirement berzefifs otlier than pensions (OPEB ‘s). 

a. Please provide complete workpapers showing tlze derivation of OPEB 
expense for tlie years 200 7 to 201 0. 

b. Please sliow all assumptions and the basis of all calculations. 

Response) 
liability to provide medical care to employees who terminated employment due to disability, 

and those who terminated employment and elected continuation of coverage under COBRA) 
using the latest known costs from the carrier, NRECA, and the discount rate and health care 
cost trend rates provided by Mercer in its actuarial report on post-retirement benefits (see 

response to preceding Item 48). Copies of Big Rivers’ worksheets showing its FAS 112 
liability as of December 3 1, for the years 2007 to 2010, are attached hereto. The assumptions 
and basis of the calcuIations are shown in the column headings of the worksheets. 

Big Rivers calculates its FAS 1 12 post-employment benefits liability (its 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-49 
Witness: James V. Haner 
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BIG RIVERS ELECTRIC CORPORATION 

1 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 50) 

each year 2007 to 2010. Indicnte in wIzicIz expense accounts these i t e m  are recorded. 
List expense amounts for workers compensation insurnizce and claims for 

Response) 
capitalized) for the years 2007 through 2009 was, respectively, $62,160, $66,555, and 
$507,165. As the Unwind Transaction closed at midnight on July 16,2009, pre-Unwind 
periods are generally meaningless and irrelevant to the post-TJnwind mode of operations for 
Rig Rivers. Therefore, the workers compensation account distribution is not being provided 
for pre-Unwind periods. Further, due to the E.ON IT Support Services Agreement terminating 
January 15,201 1 , Big Rivers no longer has access to the Oracle 1 l i  information. Accordingly, 
the workers compensation account distribution for 2009 is not available. 

The workers compensation insurance write-off (whether expensed or 

However, please find attached a schedule of the 201 0 workers compensation 
expense account distribution. Note that this information is available for 201 0 as YTD October 
201 0 information was extracted prior to termination of the E.ON IT Support Services 
Agreement, and Rig Rivers transitioned to Oracle R12 November 1, 20 10. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-SO 

Witness: Mark A. Hite 
Page 1 of 1 



Big Rivers Electric Corporation 
Case No. 2011-00036 

2010 Workers Compensation Expense by Account Number 

Account Description Amount 
426 OTHER DEDUCTIONS 3 61 
500 
50 1 
502 
505 
506 
51 0 
51 I 
512 
51 3 
514 
548 
553 
555 
560 
56 1 
562 
563 
566 
568 
569 
570 
57 1 
573 
908 
920 
92 1 
923 
925 
926 
935 

OPER SUPERVISION & ENGINEERING 
FUEL AND FUEL HANDLING 
STEAM EXPENSES 
ELECTRIC EXPENSES 
MISC STEAM POWER EXPENSE 
MAINT SUPERVISION & ENGINEERING 
MAINTENANCE STRUCTURES 
MAINTENANCE BOILER PLANT 
MAINTENANCE ELECTRIC PLANT 
MAINTENANCE MISC STEAM PLANT 
GENERATION EXPENSES-GAS TURBINE 
MAINT GENERATING & ELEC PLT-GAS 
PURCHASED POWER 

LOAD DISPATCH I NG 
STATION EXPENSES 
OVERHEAD LINE EXPENSES 

OPER SUPERVISION & ENG-LINES 

MlSC TRANSMISSION EXP-LINES AND STATIONS 
MAINT SlJPERVlSlON & ENG-LINES AND STATIONS 
MA1 NT STRUCTURES 
MAINT STATION EQUIPMENT 
MAINT OVERHEAD LINES 

CUSTOMER ASSISTANCE EXPENSES 
ADMINISTRATIVE AND GENERAL SALARIES 
OFFICE SUPPLIES AND EXPENSES 
OUTSIDE SERVICES EMPLOYED 
INJURIES & DAMAGES 
EMPLOYEE PENSIONS & BENEFITS 
MAINTENANCE OF GENERAL PLANT 

MAINT MISC TRANSMISSION PLT-LINES AND STATIONS 

Total Workers Compensation Expensed 

70,456.09 
59,014.37 

159,639.82 
71,005.05 
16,452.89 
59,716.68 
15,333.51 

141,716.95 
21,910.05 
5,292.34 

12.37 
1,380.90 

134,450.91 
11,094.50 
16,625.49 
14,862.2 I 
4,657.17 
4,704.55 
8,059.85 

6.88 
33,891.52 
25,470.36 

1,342.68 
6,173.09 

207,106.00 
312.22 
42 I 90 

267.39 
734.51 

1,857.88 

1,093,594.74 

Case No. 2011-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-50 
1 o f 1  



BIG RIVERS EL,ECTR.IC CORPORATION 
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APPLJCATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL, ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 51) 
tlie Conipany for tlie liability cseated pursuant to aiiy employment severance compensation 
agreements. 

Please state whetlter any mtouiits ltave beeri booked during the test period by 

Response) There are no such agreements. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-51 
Witness: James V. Haner 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 52) Please list all steps the Company has taken to reduce the cost of medical 
insurance. 

a. 

b. 

Does the Company’s insurance coverage require a coordination of 

benefits and, ifso, how does it function? 
Does the Company plan require a co-pay percentage by the employee? If 
so, what is the percentage and Itas it increased over the past three years? 
State the various levels over the past three years. 

Response) 
included increasing the deductible and out-of-pocket amounts; changing co-share percentages, 
e.g., changing coverage for a service from 100% to 80%; applying deductibles for services 
previously not subject to one; changing integration with Medicare from a coordination of 
benefits basis to a carve-out basis; moving from an indemnity plan to a preferred provider 
organization plan; and increasing the percentage of employees’ contributions to the premium 
cost. The Company is currently considering its options for reducing cost, including marketing 
of the coverage, self-insurance, and changes in eligibility, plan design, and participant 
contribution to the cost. 

Steps taken by the Company to reduce the cost of medical insurance have 

a. The Company’s insurance coverage does provide for coordination of 
benefits. That provision is explained beginning on page 58 of the medical plan description 
which was provided in response to item 33 of Staffs initial request. 

b. The Company does require participants to contribute to the premium cost. 
The percentage provided in the transmission division contract, and that contributed by all non- 
bargaining unit employees, is 8%. That percentage has not changed over the past three years. 
The labor contract with the generation division bargaining unit, which was effective 7/17/09, 

Case No. 2011-00036 
Response to Item AG 1-52 
Witness: James V. Haner 

Page 1 of 2 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

provides for an employee contribution of 10% of the cost. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-52 
Witness: James V. Haner 

Page 2 of 2 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 53) 
amounts were allocated, show a calculation of the factor used to allocate each amount. 

Provide the following information for the total company operations. If any 

a. An analysis of Miscellaneous General expenses for  the test period. 
Include a complete breakdown of this account, including industry 
association dues, stockholder and debt service expenses, institutional 
advertising, conservation advertising, rate department load studies, 
director’s fees and expenses, dues and subscriptions, and miscellaneous 
expenses. Provide detailed workpapers supporting this analysis. At a 
minimum, the workpapers should show the account number, date, vendor, 
reference (i.e., voucher no., etc.), dollar amount, and brief description of 
each expenditure of $500 or more. 

6. An  analysis of Other Income Deductions for the test period. Include a 
complete breakdown of this account including donations, civic activities, 
political activities and other, and provide detailed workpapers supporting 
this analysis. At a minimum, the workpapers should show the account 
number, date, vendor, reference (Le., voucher no., etc.), dollar amount, 
and brief description of each expenditure of $500 or more. 

Response) 

a. The enclosed CD contains an analysis of Account No. 930, 

Miscellaneous General Expenses, and those expenditures posted to Account 
No. 921 , Operating Supplies and Expenses. The workpapers supporting the 
analysis are also included on the CD. (Note that the Account 921, Office 
Supplies and Expenses, amount arises from the post-Unwind use of two 

Case No. 2011-00036 
Response to Item AG 1-53 

Witness: Mark A. Hite 
Page 1 of 2 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

information technology systems (Oracle 1 1 i and AS400), and a difference in 
certain account coding being employed for each system, while Big Rivers 

was transitioning to Oracle R12.) 
b. Please see the attached schedules for an analysis of Account No. 426, 

Other Income and Deductions, and those expenditures posted to Account 
No. 921, Operating Supplies and Expenses. The workpapers supporting the 
analysis are also attached. (Note that the Account 92 1 , Office Supplies and 
Expenses, amount arises from the post-Unwind use of two information 
technology systems (Oracle 1 1 i and AS400), and a difference in certain 
account coding being employed for each system, while Rig Rivers was 
transitioning to Oracle R 12.) 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-53 

Witness: Mark A. Hite 
Page 2 of 2 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 54) 
professional services, including legal, engineering, accounting and other, and provide all 
workpapers supporting the analysis. At a minimum, the workpapers should show the payee, 
dollar amount, reference (Le., voucher no., etc.), account charged, hourly rates and time 
charged to the company according to each invoice, and a description of the services 
provided. 

Provide a detailed analysis of expenses incurred during the test period for 

Response) 
services. Rig Rivers notes that this amount excludes expenses for the Midwest IS0  case (Case 
No. 2010-00043), the annual PSC Assessment, this rate case, and certain other non- 

professional outside services charged to Account 923. Note that this question is nearly 
identical to Item 43 of the Commission Staff's Initial Request. 

The enclosed CD contains a schedule detailing the $2,7 12,026 of professional 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-54 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 55) 
purposes (in cash or services), if any, recorded in accounts other than Other Income 
Deductions. Show the amount of the expenditure, the recipient of the contribution, and the 
specific account charged. Ifamounts are allocated, show a calculation of the factor used to 
allocate each amount. Detailed analysis is not required for  amounts less than $100, provided 
the items are grouped by classes. 

Provide a detailed analysis of contributions for charitable and political 

Response) 
recorded in account 426.1, Note that the Account 921, Office Supplies and Expenses, amount 
arises from the post-IJnwind use of two information technology systems (Oracle 1 1 i and 
AS400), and a difference in certain account coding being employed for each system, while Rig 
Rivers was transitioning to Oracle R12. During the test year, the 12 month period ended 
October 3 1 , 2010, donations of $32,140 were recorded to account 426.1 and donations of 
$48,773 were recorded to account 921. A pro forma adjustment, Schedule 2.23, was made to 
remove the entire $80,913 from the revenue requirement. Please see the schedule attached in 
the response to Item 53.b. of the Attorney General’s First Data Request for the detailed 
analysis of the $48,773 of donations recorded to account 921. Also see the response to item 50 
of the Commission Staff’s Initial Request for Information regarding the $80,913 of donations. 

Donations for charitable, social, or community welfare purposes are to be 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-55 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION O F  BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 56) Describe Big Rivers ? lobbying activities andprovide a scliedule showing the 
name, salary, affiliation, all contpany-paid or reimbursed expenses or allowances, and the 
account charged for  each individual whose principal function is lobbying on the local, state, 
or national level. If any amounts are allocated, show a calculation of the factor used to 
allocate each amount. 

Response) 
for Information. Please see that response. 

This question is identical to item 5 1 of the Commission Staffs Initial Request 

Witnesses) Albert M. Yockey and Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-56 

Witnesses: Albert M. Yockey and Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 57) 
contributes, the associated amounts for the test period and preceding year and the accounts 
charged. State how the Company has treated these expenses in the test period. 

List each athletic and employee association to which the Company 

Response) None. 

Witness) Jarnes V. Haner 

Case No. 2011-00036 
Response to Item AG 1-57 
Witness: James V. Haner 

Page 1 of 1 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 58) 
provides to employees. 

List the dollar value of discounts for service and nzercliandise the Company 

a. 

b. 
c. 

Provide these amounts for tlie test period; 
Sliow in what nccouizts and amounts such expense was recorded; and 
Wlint employees are eligible to receive such discounts? 

Response) Big Rivers provides no discounts for service or merchandise to its employees. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-58 
Witness: James V. Haner 

Page 1 of 1 



RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 59) 
2 
3 

4 t u  purposes. 

List all Conipany owned automobiles, other tlzarz service vehicles, and state 
the Conzpaity 's policy for cltarging enzployees for the persoizal use of these autonzobiles nnd 
the Company policy of reporting the personal usage of these automobiles for Federal inconze 

5 
6 
7 

8 
9 

10 

1 1  

12 
13 

14 
1.5 

16 
17 
18 

19 

20 

21 
22 

Response) 
personal use as well as business use by the employees to whom they are assigned. 

Attached are two lists of Corripany-owned vehicles that may be used for 

The first list includes vehicles assigned to employees whose use of the vehicles for personal 
purposes is prohibited other than for commuting or de minimis personal use. Big Rivers uses 
the IRS commuting valuation method for valuing the personal use of those vehicles. The 
personal use values are included in income and reported on the employees' W-2s. 

The second list includes vehicles assigned to employees whose personal use of the vehicle may 
be for use other than commuting. Rig Rivers uses the IRS lease valuation method for valuing 

the personal use of those vehicles. The personal use values are included in income and 
reported on the employees' W-2s. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-59 
Witness: James V. Haner 

Page 1 of 1 



Big Rivers Electric Corporation 
Case No. 201 1-00036 

332 2009 Chevrolet 1/2 Ton Extended Cab Pick Up Truck 

34 1 1999 Ford Explorer 

423 2009 Chevrolet 1/2 Ton Extended Cab Pick Up Truck 

Assigned Vehicles - Commute Only Personal Use 

Vehicle No. I Year I Make I ModellivDe 

280 2003 Chevrolet 

291 

303 

304 

305 

314 

31 5 

326 

112 Ton Extended Cab Pick Up Truck 

Blazer 2004 Chevrolet 

2005 Chevrolet 

2005 Chevrolet 

2006 Chevrolet 

2007 Chevrolet 

2007 Chevrolet 

2008 Chevrolet 

~ 

314 Ton Crew Cab Pick Up Truck 

Impala 

112 Ton Extended Cab Pick Up Truck 

1/2 Ton Extended Cab Pick Up Truck 

1/2 Ton Extended Cab Pick Up Truck 

Vehicle No. 

2 86 

Colorado 

Year Make Modelliype 

2004 Chevrolet 3/4 Ton Crew Cab Pick UD Truck 

1301 2005 Chevrolet Impala 

307 2006 Chevrolet Impala 

309 2006 Chevrolet Impala 

31 1 2006 Chevrolet Impala 

320 2008 Chevrolet Impala 

32 1 2008 Chevrolet Impala 

322 2008 Chevrolet Impala 

325 2008 Chevrolet Impala 

336 2006 Ford F250 SuDercrew Pick UD Truck 

422 

426 

430 

431 

2009 Chevrolet 112 Ton Crew Cab Pick Up Truck 

2010 Chevroiet 1/2 Ton Crew Cab Pick Up Truck 

2010 Chevrolet 1/2 Ton Crew Cab Pick Up Truck 

2010 Chevrolet 1/2 Ton Crew Cab Pick Up Truck 

Case No. 201 1-00036 
Attachment to Item AG 1-59 

Witness: James V. Haner 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 60) 
and/or Company employees? If so, please: 

Does the Company niaintniri any recreational sites for  the use of the public 

a. Ideritify each site arid the fype of recrentional facility. 
6. State whether each site is for public use or exclusively for employee use. 
c. For each site ideritij?ed in (a) above, state the amount of expense incurred 

during the test period to maintain it. 

Response) Big Rivers does not maintain any recreational sites for the use of the public 
and/or Company employees. 

Witness) James V. Haler 

Case No. 201 1-00036 
Response to Item AG 1-60 
Witness: James V. Haner 

Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 61) 
awards, employee luncheons and dinners, employee picnics and all other similar type items. 
For each, list the dollar amount paid, the payee, the account charged and state the purpose. 

Provide copies of invoices which exceed $2500.00. 

For the testperiod list allpayments made for employee giffs, employee 

Response) See attachments and enclosed CD. 

Witnesses) James V. Haner and Robert W. Berry 

Case No. 2011-00036 
Witnesses: James V. Haner and Robert W. Berry 

Attachment to Item AG 1-61 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 62) 
tickets, skji boxes and all sporting activities. 

I d e n t ~  all expenses incurred during tlte test period for atliletic events, 

a. 
b. 

Specifically identijjji the activity, dollar anzount and account charged. 
Provide copies of paid vouclters and invoices supporting tltese 

expenditures. 

Response) 

Witness) 

There were none. 

Janies V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-62 
Witness: James V. Haner 

Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 63) 

provide: 

Response) 

With regard to research and development (R&D) expenditures, please 

a. A montltly breakdown of the R&D expenses by project included for the 
years 2007 to 2010. 

b. A comparison of actual vs. budgeted expenditures for 2007 to 2010. 
c. A detailed explanation of the causes of any increase in expenditure levels 

from 2005 to 2006; 2006 to 2007; 2007 to 2008; 2008 to 2009; and 2009 to 
201 0. State why any and all such increases were necessary and 
reasonable. 

d. A summary description of each of the R&D projects identiped and tlze 
benefit to be derived by ratepayers. 
Please provide the costs by project for each year of 2007 to 201 0. e. 

Rig Rivers does not conduct research and development. However, the 

Company is affiliated with three organizations that do perform research and development, as 
discussed in response to Item 46 of the Commission Staffs First Information Request. Please 
refer to that Item 46. Accordingly, Rig Rivers does not budget R&D expenses by project, and 
compare actual vs. budget R&D by project, nor does it have such R&D project detail for those 
third-parties. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-63 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 64) With regard to R&D projects, do the Company’s regulated operations realize 
any royalties, profits from commercialization, or other forms or reimbursement or funding? 
If yes, please identijjy flie amounts of all such items in the years 2007 to 2010. 

Response) No. For detailed information regarding the research and development activities 
and organizations with which Big Rivers is affiliated, please see the response to Item 46 of the 

Commission Staffs Initial Request for Information. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-64 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 65) 
provide: 

With regard to all capital and expense accounts included in the filing, please 

a. A monthly breakdown of the expense by capitalproject and/or expense 
account included in the years 2007 to 2010. 

b. A comparison of actual vs. budgeted expenditures in the years 2007 to 
2010. 

c. A detailed explanation of the causes of any increase in expense levels 
from 2005 to 2006; 2006 to 2007; 2007 to 2008; 2008 to 2009; and 2009 to 
201 0 and why any and all such increases were necessary and reasonable. 

d. A summary description of each of the capitalprojects identified and the 
benefit to be derived by ratepayers. 

e. Please provide the costs by project for the years 2007 to 2010. 

Response) 
a. Please see the CD accompanying these responses for the schedule showing 

the monthly breakdown of expense by account for the years 2007 to 201 0. 
Also, see the CD accompanying these responses for the schedule showing 
the monthly breakdown of capital expenditures by project for the years 2007 
to 2010. 

b. Please see the CD accompanying these responses for the schedule showing a 
year-end comparison of actual vs. budget expense by account for the years 
2007 to 20 10. Regarding the 2007 to 20 10 comparison of actual vs. budget 
capital expenditures by project, 2007 is outside of Rig Rivers’ record 
retention policy for actual vs. budget reporting and is, therefore, not 

Case No. 2011-00036 
Response to Item AG 1-65 

Witnesses: Mark A. Hite, Robert W. Berry, David G. Crockett, and Counsel 
Page 1 of 2 



1 
2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

23 
24 

BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

C. 

d. 

e. 

available. Information for 2008, although pre-Unwind, is provided on the 
CD accompanying these responses. Information for 2009 is provided in two 
schedules, one for Production (in schedule) and one for Transmission and 
A&G (on jump drive). Information for 2010, the first full post-Unwind 
calendar year for Big Rivers, is provided in one schedule. 
Big Rivers objects to the request to the extent that it seeks information 

concerning increases in expense levels for periods prior to the closing of the 
Unwind Transaction, on the ground that information concerning Big Rivers’ 
pre-Unwind operations is neither substantially nor materially relevant to the 
issue presented in Big Rivers’ 201 1 Rate Case. Without waiving this 
objection, Big Rivers states that capital budgetdproject expenditures cannot 
be compared from year to year since the number and scope of the projects 
changes from year to year. 
A summary description of each capital project for the years 2007 to 20 10 
including a brief explanation of the benefit to be derived by ratepayers from 
each project is included in the attached Exhibit to this response. 
Please see schedule provided in Big Rivers’ response to Item AG 1 -65a 

above for the capital and construction costs by project for the years 2007 to 
2010. 

Witnesses) Mark A. Hite -- Subparts a., b., and e. 
Robert W. Berry, David G. Crockett, and Counsel - Subpart c. 
Robert W. Berry and David G. Crockett - Subpart d. 

Case No. 2011-00036 
Response to Item AG 1-65 

Witnesses: Mark A. Hite, Robert W. Berry, David G. Crockett, and Counsel 
Page 2 of 2 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADnJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Item 66) 
for advertising expenditures. Include a complete breakdown, including but not limited to 
these categories: (a) sales or promotional; (b) institutional; (c) consewatioiz related; (d) rate 
case; and (e) other. The analysis should specifji the account charged, the purpose of the 
expenditure and the expected benefit to be derived. 

Please provide a detailed analysis of all charges booked during the test period 

Response) 
and Expenses, mount arises from the post-Unwind use of two information technology systems 
(Oracle 1 l i  and AS400), and a difference in certain account coding being employed for each 
system, while Big R.ivers was transitioning to Oracle R12.) 

Please see the attached schedule. (Note that the Account 92 1, Office Supplies 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-66 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 67) 

the test period, state the payee, amount, date andpurpose. Also provide a copy of the 
associated invoice and a copy of (or i fa  non-print ad, the text ofi each advertisement. 

For each advertising expense over $5,000 recorded by the Company during 

Response) 
$5,000. A copy of each such invoice, and any associated advertisement, is on the enclosed 
0. 

Please see the attached schedule of each test year advertising invoice over 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-67 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 68) Are there any advertising costs being incurred by the Company which cannot 
be identijied with a specific advertisement? If so, please itemize and describe each such cost, 
and list the associated amounts in the years 2007 to 2010. 

Response) 
distribution cooperatives for their advertising, as illustrated in the responses to Items 66 and 67 
which are for the test year, so this question is generally irrelevant to Big Rivers. Note that the 
advertising costs incurred by Big Rivers for the years 2007 to 20 10 are shown in Item 7 1. 

The majority of Big Rivers’ advertising costs are to reimburse its member 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-68 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL, ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 69) 
conzponents, Le., labor, overhead, materials and fees to agencies, etc. 

Breakdown tlze Company‘s advertising expense for the test period into its 

Response) Please see the response to Item 66 of the Attorney General’s First Data Request. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-69 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 70) 

2 
3 

4 
5 Response) 

6 
7 
8 
9 Witness) C. William Blackburn 

Does the Company have any studies as to the effectiveness of its advertising 
and marketingprograms? lfso, describe by name, date and contents each study the 
Company has. Provide a copy of all such studies in the last three years. 

Big Rivers has not performed, and does not have, any studies as to the 
effectiveness of its advertising and marketing programs. 

10 
11 
12 
13 

14 
15 
16 
17 
18 
19 
20 
21 

22 
23 

Case No. 2011-00036 
Response to Item AG 1-70 

Witness: C. William Blackburn 
Page 1 of 1 
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APPL,ICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL, ADJTJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 71) Please Iist the trend iiz advertising expense per dollar of revenue for  the 
period 2005 to 2010. If the Company Itas izot made this calculation, please supply the 
in formation necessary to make it. 

Response) 
and Expenses, amount arises from the post-Unwind use of two information technology systems 
(Oracle 1 1 i and AS400), and a difference in certain account coding being employed for each 
system, while Rig Rivers was transitioning to Oracle R12. 

Please see the attached schedule. Note that the Account 92 1, Office Supplies 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-71 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 72) 
Company has reviewed or relied upon in preparation of its filing in this case concerning the 
ratemaking treatment of costs for  each distinct type of advertising expense it incurs, 
including but not limited to these categories: (a) sales or promotional, (b) institutional, (c) 
conservation related, (d) rate case, and (e) other. 

Please provide a listing of and a copy of any and all Commission Orders the 

Response) 
advertising expenses; Rig Rivers relied upon Administrative Regulation 807 KAR 5:016 in the 
preparation of this filing. 

For this filing, Big Rivers did not rely on Commission Orders concerning 

Witnesses) Mark A. Hite and Counsel 

Case No. 2011-00036 
Response to Item AG 1-72 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 73) List any antitrust expense included in the test period. 

Response) None. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-73 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 74) 
2 suppression of sales? 

Does the Company’s proposed rate increase include any claim for attrition or 

3 

4 

5 

6 

7 
8 Response) 
9 

10 Witness) 
11 

12 

a. 

6. 

If so, please reference where this is presented. 

Provide a complete copy of any and all attrition studies or anaLyses 

prepared by or for the Company during the period 2006 through 2007. 

No. 

William Steven Seelye 

Case No. 2011-00036 
Response to Item AG 1-74 

Witness: William Steven Seelye 
Page 1 of 1 
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APPLICATION OF BIG RIWRS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 75) 
through the present. 

List and describe in detail any cost-saving programs implemented 2005 

a. For each program listed in response to thk request, show the anticipated 
and achieved savings. Include calculations of savings amounts and 
explain any assumptions used in such calculations. 

b. Provide the cost-benefit analyses for each such program. 
c. Show the impact of any such cost-saving programs on the test period. 

Response) 

a,b) Please see the response to the following Request, Item 76. 

c) To the extent that “programs” refers to formalized initiatives developed with the 
assistance of third parties or established with associated metrics, Rig Rivers did not undertake 
any programs of this sort. Rig Rivers did undertake cost-saving activities, as described in the 

response to AG 1-76, in the Direct Testimony of Mr. C. William Rlackburn (Exhibit 48) and in 
the Direct Testimony of Mr. Robert W. Berry (Exhibit 52). 

Witnesses) Mark A. Bailey, C. William Rlackburn and Robert W. Berry 

Case No. 2011-00036 
Response to Item AG 1-75 

Witnesses: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 
Page 1 of 1 
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APPLICATION OF BIG RIVIERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 76) 
savings programs) the Company had concerning the development of the budgets in the years 

2005 to 2010. 

Provide a complete explanation of any and all expense reduction goals (cost 

Response) 
reduce expenses and to save costs. Rig Rivers’ 201 1 Strategic Plan (dated December 2010) 
states as its “North Star” principle: 

Every decision Rig Rivers makes in developing its budgets is designed to 

Big Rivers will manage the cost per kWh, considering risks and 
benefits, always striving to keep costs as low as possible while still 

meeting the Members’ service requirements and maintaining Rig 
Rivers’ financial viability. (Italics added.) 

This dedication to the principles of containing costs and reducing expenses has 
been the focus of Rig Rivers from its beginning. Big Rivers’ original corporate objective 

stated: 

Rig Rivers was established to serve three electric distribution 
cooperative member-owners. The objective of the corporation is to 
utilize available resources efficiently and supply members with 
adequate, reliable, high-quality electric service at the lowest 

possible cost. (Italics added.) 

Case No. 201 1-00036 
Response to Item AG 1-76 

Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 
Page 1 of 4 
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CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

As a not-for-profit, member-owned electric cooperative, Big Rivers’ very existence is founded 
on the principles of expense reduction and cost savings. Big Rivers’ Articles of Incorporation 

provide that the corporation is formed to make electric energy available “at the lowest cost 
consistent with sound business methods and prudent management of the business of the 
corporation.. . .” (Article 11, italics added.) 

Because every Big Rivers budget decision is focused on containing costs and 
reducing expenses, it is not possible to list all of the budget measures or steps undertaken by 
Big Rivers to achieve those results. However, for the period 2007 to 2010, a few examples of 
cost savings measures and cost deferral measures are illustrative: 

0 No general wage increase for non-bargaining personnel in 201 0. 
0 A 2% wage increase for non-bargaining personnel was granted in 201 1, 

rather than the planned 3% increase. 

Several staff positions were not filled. 
The Defined Benefit Plans were closed to new participants and were 
replaced with Defined Contribution Plans. The salaried employees 
defined benefit retirement plan was closed to new entrants effective 

January 1,2008. The bargaining employees 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 

0 

0 

Case No. 201 1-00036 
Response to Item AG 1-76 

Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 
Page 2 of 4 
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dated March 30,2011 

April 15,2011 

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. From projections made at 

the time the move from DB to DC was made, which was 2007 for the 
salaried plan and 2008 for the bargaining plan, annual savings (salaried 
and bargaining combined) were estimated to be $960,000. 
The Safety Program received additional emphasis in an effort to reduce 

accidents. 
Transmission Right of Way maintenance expenses have been curtailed 

to meet earnings requirements. 
In conjunction with the National Wildlife Federation, a pilot program 
was undertaken to encourage landowners of transmission rights of way 

to maintain wildlife-friendly plants that would assist wildlife and reduce 
Big Rivers’ right-of-way clearing costs. 
Various power plant maintenance expense reductions and plant outage 
deferrals have been undertaken in 2009 and 2010. 

Big Rivers joined MIS0 as the best, lowest-cost solution to meet its 
NERC-mandated reliability standards obligations. 
Rig Rivers used some of its lines of credit to pre-pay the 5.75% RTJS 
Series A Note (debt) and leverage the interest expense avoided by such 

e 

e 

e 

0 

e 

e 

Case No. 2011-00036 
Response to Item AG 1-76 

Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 
Page 3 of 4 
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CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

prepayments compared to the interest cost incurred on the line of credit 

borrowing. 
The Reid combustion turbine was converted from fuel-oil firing to 
natural gas to lower fuel expense and increase its economic dispatch. 
Administrative and General fixed departmental expenses were reduced. 

Operations and Maintenance Nan-labor expenses were reduced/deferred. 
Thus far during 201 1 , the Company has deferred the $1.4rn Station Two 
outage, deferred the $650k Wilson chemical clean, and reduced the 
Wilson outage by $200k. 

12 Witnesses) Mark A. Bailey, C. William Blackburn, and Robert W. Berry 

Case No. 2011-00036 
Response to Item AG 1-76 

Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 
Page 4 of 4 



Big Rivers Electric Corporation 
Case No. 2011-00036 

2010 
First Draft Final Draft Variance Fav/(Unfav) 

COLEMAN $ 12,551,124 $ 9,168,306 $ 3,382,818 
WILSON $ 10,829,075 $ 9,745,258 $ 1 ,083,8 17 

G R E E N E M S  $ 13,450,203 $ 10,279,054 $ 3,17 1,149 
8,536,024 $ 782,030 

TOTAL $ 46,148,456 $ 37,728,642 $ 8,4 19,8 14 
WSII $ 9,318,054 $ 

I Variance Detail I 
Coleman: 
Unit outage cancellation 
C2 non-outage reduction 
Short Term L a p p  Costs 

Coleman Total 

2,675,366 
1,207,452 
(500,000) 

3.382.818 

Wilson: 
Black and Veatch performance monitoring 
2010 Scheduled Outage 
FGD Wiring Repairs 
Sewage Treatment plant vessel refurbishment 

Wilson Total 

Green: 
Black and Veatch performance monitoring 
GI - Pitstop Outage, Unscheduled Outages 
Outages Moved to 201 1 

Green Total 

WSII: 
Black and Veatch - perfmonitoring 
Paint FGD stack interior 
‘IJnit Layup 
Misc 

WSII Total 

Variance Grand Total 

56,000 
787,8 17 
40,000 

200,000 
1.083.8 17 

92,000 

4,179,149 
3,171,149 

(1,100,000) 

59,795 
237,82 1 
534,414 
(50,000) 
782,030 

8.419.814 

Case No. 2011-00036 
Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 

Attachment for Item AG 1-76 
Page 1 of 3 



Big Rivers Electric Corporation 
Case No. 2011-00036 

201 1 
Net First Draft Final Draft Variance Fav/(Unfav) 

COLEMAN $ 15,984,434 $ 10,806,396 $ 5,178,038 
WILSON $ 12,354,499 $ 12,179,419 $ 175,080 

GWENKMS $ 15,004,836 $ 14,458,075 $ 546,761 
WSII $ 11,482,698 $ 10,079,962 $ 1,402,736 

TOTAL. $ 54,826,467 $ 47,523,852 $ 7,302,615 

Coleman: 
Unit outage cancellation 
2 Mill Overhauls 
Intake dredging 
Ash pond dredging 
Transmission & dozer maintenance 
Cut back on chemicals 
Cancel remote monitoring due to outage cancellation 
Less for unplanned outages 
Voltage and Reactive Control (NERC Standard) 
FGD outage cancellation 
Miscellaneous 

Coleman Total 

Wilson: 
Unit Outage Cancellation 
Cooling structural repairs phase 3 
Blacktop for roadway repairs & removed conveyor covers 
Completed potable water system repairs in 2010 
Barge cleaning - environmental regulation 
Reduction in mill ball material for FGD 
Increase in laboratory due to vessel inspections 
Steam generating unit 
Miscellaneous 

Wilson Total 

Green: 
Cancelled Gi  and G2 Clean Coal Dust from Boiler 
Cancelled GI and G2 Structural and Life Inspections 
Cancelled G1 High Pressure Wash 
Cancelled GI Vacuum 
Cancelled GI Air Heater Wash 
Misc Reductions 

Green Total 

WSII: 
CT Inspection 
Cancelled HI & RI  - Structural & Life Assess Inspections 
Cancelled HI -Ammonia injection Grid Tuning 
Cancelled Forklift / ManliA /Mobile Crane 
Cancelled Replace Expansion Joint 
Cancelled Big Rivers Metering!Trsf O&M Agreements 
Cancelled Repair Bar Screens 
Cancelled RI & SI1 - Drying Agent (moved from Fuels) 
Misc projects less than $5k 

WSII Total 

Variance Grand Total 

2,935,167 
529,338 
42,719 

282,175 

58,140 
249,865 
55,011 
85,572 

982,733 
3,117 

5,178,038 

(45,799) 

394,000 
(281,000) 

82,740 
70,000 

(108,300) 
97,000 

(27,000) 
(60,000) 

7,640 
175,080 

113,000 
281,000 
95,000 
33,000 
20,000 
4,761 

546,761 

1,200,000 
574,200 
26,600 
17,200 
11,300 
10,400 
5,400 

(458,200) 
15,836 

1,402,736 

7,302,615 
(0)  

Case No. 2011-00036 
Witness: Mark A. Bailey, C. William Blackburn, and Robert W. Berry 

Atachment for Item AG 1-76 
Page 2 of 3 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 I 

April 15,201 1 

1 Item 77) 
2 

List for the test period, tlze amount of country club initiation fees, annual 
dues and expenses wlzich were paid and to what account these fees were charged. 

3 
4 

5 
6 

7 Response) 
8 
9 

10 Witness) 
11 
12 
13 

n. For each payment list tlze individual whose name the membership is in or 
who uses the club, lzis (her) title, and name of the country club. 

There were none. 

James V. Haler 

Case No. 201 1-00036 
Response to Item AG 1-77 
Witness: James V. Haner 

Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 78) 
wlticlz Company wash  a dues-paying member during in the years 2007 to 2010. 

Provide a copy of the Annual Report of EEI and every other organization of 

Response) 
utilities. Rig Rivers is, however, a dues paying member of several other organizations. 
Annual reports are provided by National Rural Electric Cooperative Association (NRECA) and 
Southern States Energy Board. Other organizations, who do not provide annual reports, in 
which Big Rivers is or was a dues paying member include: Carbon Management Research 
Group; Kentucky Association of Electric Cooperatives (IUEC); Kentucky Council of 

Cooperatives, Inc; Midwest Independent System Operator (MISO); National Renewables 
Cooperative Organization (NRCO); North American Transmission Forum, Inc.; Rural 
Electricity Resource Council; Southeastern Federal Power Customers, Inc.; Tennessee Valley 
Public Power Association (TVPPA); and Touchstone Energy Cooperative, Inc. 

Big Rivers is not a member of EEI, which is an association of investor-owned 

An electronic copy of the National Rural Electric Cooperative Association 
(NRECA) annual reports for 2007 to 2009 and Southern States Energy Board annual reports 
for 2007 to 20 10 are included on the attached CD. NRECA’s 20 10 Annual Report has not 
been published at this time. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-78 

Witness: Mark A. Hite 
Page 1 of 1 



RIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 79) 
the Coinpany ‘s EEI dues in the years 2007 to 2010. Also, provide n complete copy of 
iiivoices received from EEI for dues for these years. 

Provide a copy of the formula used to compute, and the actual calculation of 

Response) 
Item 78. 

Not applicable. Please see Big Rivers’ response to KITJC’s First Data Request, 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-79 

Witness: Mark A. Hite 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLJCATION OF BIG RIVERS ELZCTRIC CORPORATION 
FOR A GENERAL, ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 80) Please provide any documents in the Company’s possession that slzow Izow 

EEI spends the dues it collects, including the percentage that goes to legislative advocacy, 
legislative policy research, regulatory advocacy, regulatory policy research, advertising, 
marketing, utility operations and engineering, finance legal, planning and customer service, 
and public relations. 

Response) 
Itern 78. 

Witness) 

Not applicable. Please see Rig Rivers’ response to KITJC’s First Data Request, 

Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-80 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 81) Has the Company included in test period operating expense any amount for 
EEI Media Commuizications? If so, state the amount, indicate in wlziclz account this lzas 

been recorded, andprovide a citation to any and nll Commission Orders or other authority 
upon wlziclz the Company is relying for the inclusion of such expense in the test period. 

Response) 
Item 78. 

Not applicable. Please see Rig Rivers’ response to KITJC’s First Data Request, 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-81 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 82) Is the Company relying upon any NARUC reports or otlzer studies for  the 
exclusion front or inclusion in rates of a portion of its EEI dues? If so, please provide a 
copy of such report and indicate how tlie report’s recommendations have been included in 
its filing. 

Response) 
Item 78. 

Not applicable. Please see Big Rivers’ response to KITJC’s First Data Request, 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-82 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Item 83) List all travel and entertainment expenses incurred in the test period by 
Company employees in relation to EEI and other industry association activities. Show 
accounts, amounts, descriptions, person, job title and reason for the expense. Provide a copy 

of employee time and expense reports and invoices documenting such expenses. 

Response) 
test period in relation to industry association activities. Rig Rivers is not a member of EEI; 

however, Big Rivers is a dues-paying member of several other industry associations, as 

referenced in the response to Item 78 of the Attorney General’s Initial Data Requests. Big 
Rivers incurred travel and meal expenses associated with National Rural Electric Cooperative 
Association (NREXA), Carbon Management Research Group, Kentucky Association of 
Electric Cooperatives (KAEC), National Renewables Cooperative Organization (NRCO), and 
Tennessee Valley Public Power Association (TVPPA) during the test period. 

Rig Rivers’ company employees incurred $1 1,930 in travel expenses during the 

Attached hereto is a schedule summarizing these travel expenditures, as well as 

the individual receipts documenting them. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-83 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAI, ADJUSTMENT IN U T E S  

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 84) 
any other work for any industry organization to wlzich the Company belongs? 

Do any of the Company’s personnel actively participate on Committees andor 

a. If so, state specijically which employees participate, how they are 
compensated for their time (amount and source of compensation), and the 
purpose and accomplishments of any such association related work. 

List any and all reimbursements received from industry associations, for 
work performed for such organizations by Company employees. 

6. 

Response) 
a. Listed below are the Rig Rivers employees that actively participate on 

Committees and/or other work for an industry organization to which Rig 
Rivers belongs. These employees are not compensated for their service 
beyond their regular compensation received from Big Rivers. 

1. Mark Bailey 
0 Rural Utilities Service (RUS) Liaison Committee of the 

Generation and Transmission Manager’s Association. The 

principal current activities involve the RTJS indenture 
project and general discussion of issues of mutual interest 

with RUS key personnel. This committee provides Rig 
Rivers’ president and CEO a valuable opportunity to 
communicate with key personnel of Rig Rivers’ principal 
creditor. 
Legislative Committee of the Kentucky Association of 
Electric Cooperatives (KAEC). The KAEC legislative 
committee meets periodically in conjunction with KAEC 

0 

Case No. 2011-00036 
Response to Item AG 1-84 

Witness: Mark A. Hite 
Page 1 of 3 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

board meetings to discuss legislative issues that can 
potentially impact the utility industry. The information 
gained is important for purposes of staying abreast of 
legislative issues that can affect Big Rivers. 
Strategic Planning Committee of KAEC. The strategic 
planning committee meets periodically in connection with 
KAEC board meetings to review issues that potentially 
affect KAEC and Kentucky cooperatives, and to make 
recommendations on those issues to the KAEC board. This 
participation allows Big Rivers’ president and CEO to stay 
current on such issues. 
Subscription Committee of the National Renewable 

Cooperatives Organization (NRCO). The subscription 
committee of the NRCO considers and recommends 
potential projects and related actions to the NRCO board. 

This participation allows Big Rivers’ president and CEO to 
stay current on renewable energy issues. 

* 

* 

2. Greg Morgan 
National Rural Electric Cooperative Association (NRECA); 
Loss Control Internship Program; sets the curriculum for 

NRECA-sponsored training sessions; ensures utility 
personnel receive training appropriate to their job 
responsibilities. 

3. Troy Stovall 
Kentucky Association of Electric Cooperatives (KAEC); 
Safety Sub-Committee; assist in determining topics, work 

Case No. 2011-00036 
Response to Item AG 1-84 

Witness: Mark A. Hite 
Page 2 of 3 
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APPLICATION OF BIG RIVlERS ELECTRIC CORPORATION 
FOR A GENERAI, ADJTJSTMENT IN RGTES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

stations, and scheduling the annual KAEC safety and 
training events; facilitate safety training for Kentucky’s 
electric cooperatives. 

Kentucky Roundtable for Utility Safety (KRTJS); founding 
member; assist members of the utility safety profession to 
perform their duties in safety and training; exchange 

information, programs, experiences and other usehl 
materials and provide members an open forum to discuss 
safety issues impacting the utility industry. 

b. Big Rivers employees did not receive any reimbursements from the industry 
organizations related to their service on the committees listed above. 

e 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-84 

Witness: Mark A. Hite 
Page 3 of 3 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJCJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 85) 
exceed $1,000 which Company officers submitted for reimbursement of business or personal 
expenses in the years 2007 to 201 0. 

Please provide copies of all expense reports (or similar documents) which 

Response) Copies of responsive documents are attached. 

Witness) Mark A. Bailey and C. William Blackburn 

Case No. 2011-00036 
Response to Item AG 1-85 

Witnesses: Mark A. Bailey and C. William Blackburn 
Page 1 of 1 



u- 

I 

I 
I 

I 

I 

1 
I 
i 

! 
i 
! 

c 

\ 

Case No. 2011-00036 
Witnesses: Mark A. Bailey and C. William Backburn 

Page 1 of 19 
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APP1,ICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO, 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 86) 
the settlement exceeded $10,000, list by year each such claim, the basis for the claim, the 
dollar amount of the claini paid and the associated legal fees. Please ilzclude in your 
response the amount of injuries and damages expense for each of the last three years. 

For each injury and damage claim settled in the years 2007 to 2010, in which 

Response) There were no claims made in the years 2007 to 201 0, in which the settlement 
exceeded $1 0,000. Schedules attached to Item 87, which follows this Item 86, show expense 
aiiiouiits for the years 2007 to 2010. 

Witness) James V. Haner 

Case No. 201 1-00036 
Response to Item AG 1-86 
Witness: James V. Haner 

Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney Generai’s Initial Request for Information 
dated March 30,2011 

April 15’20 11 

Item 87) 
provide coniparativc in formation tlie amount of injuries and damages expense in the years 
2007 to 2010. Indicate tlie accounts and amounts in wliiclt each item of insurance expense is 
recorded. 

Itemize each component of insurance expense included in the test period, and 

a. For any component of the Company’s insurance expense which has 
fluctuated bj) more than IO% or $10,000 from one year to the next, 
provide an explanation as to the cause of sucltJluctiration. 

Response) 
cost of each in the years 2007 to 201 0; provide explanations for fluctuations from one year to 

the next; and indicate the accounts charged. 

The attached schedules list property and casualty insurance coverages; show the 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Item AG 1-87 
Witness: James V. Haner 

Page 1 of 1 
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ig Rivers Electric Corporation 
Case No. 2011-00036 

Accounts and Amounts in nsurance Expense is Recorded 

Account 
184.200* 
184.300* 
Total 

I Automobile I 
2007 2008 2009 201 0 

15,724 17,988 61,231 106,465 
2,342 2,679 4,499 6,217 

18,066 20,667 65,730 112,682 

General Liability 
Account 2007 2008 2009 2010 
143.600** 0 0 888 7,430 
925.170 34,058 33,655 38,317 39,005 
Total 34,058 33,655 39,205 46,435 , 

Account 
930.2 10 
Total 

2007 2008 2009 201 0 
5,017 5,018 5,018 5,018 
5,017 5,018 5,018 5,018 

Account 2007 
143.600** 0 
925.170 44,102 
Total 44,102 

I Directors & Officers I 

2008 2009 201 0 
0 439 9,860 

43,046 46,836 51,763 
43,046 47,275 61,623 

Account 
925.170 
Total 

2007 2008 2009 201 0 
12,293 49,443 49,436 58,043 
12,293 49,443 49,436 58,043 

* Amounts recorded in accounts 184.200 and 184.300 are cleared each month to various departments 
based, for 184.200, on mileage, and for 184.300, on hours of use. 

Account 2007 2008 
925.170 134 134 
Total 134 134 

**Amounts recorded in account 143.600 are split each month between Big Rivers' generating facilities and 
HMP&L Station Two. The amount charged to Station Two is split between purchased power and accounts 
receivable from the City of Henderson. 

2009 201 0 
134 134 
134 134 

Case No. 2011-00036 
Attachment to Item AG 1-87 

Witness: James V. Haner 
Page 2 of 3 



ivers Electric Corporatio 

Accaunts and Amounts in. W 

Account 
562.1 10 
563 110 
930.21 0 
143.600** 
502.1 10 
505.1 10 
502.1 12 
502.31 0 - 

505.310 
502.312 
548.1 10 
502.21 0 
505.21 0 
502.212 
502.410 
505.41 0 
502.412 
Total 

Property 
2007 2008 2009 2010 

230,420 235,393 227,838 230,120 
1,953 2,645 2,560 2,084 

27,287 26,449 30,379 31,867 
0 0 152,253 372,078 
0 0 20,030 49,554 
0 0 15,111 37,383 
0 0 3,913 11,128 
0 0 137,061 337,561 
0 0 67,507 166,261 
0 0 78,258 189,934 
0 0 8,622 23,618 
0 0 95,474 240,830 
0 0 -~ 69,137 174,394 
0 0 62,711 133,188 
0 0 190,030 465,795 
0 0 73,900 181,142 
0 0 100,078 290,958 

259,660- 264,487 1,334,862 2,937,895 

~~ 

**Amounts recorded in account 143.600 are split each month between Big Rivers' generating facilities and 
HMP&L Station Two. The amount charged ta Station Twa is split between purchased pawer and accounts 
receivable from the City af Henderson. 

Case No. 201 11-00036 
Attachment to Item AG 1-87 

Witness: James V. Haner 
Page 3 of 3 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 88) 

case- related work. For each distinct item state: payee; amount; account; purpose; docket, 
case, or proceeding reference; and describe briefly the nature of the case or legal service 
received. 

Itemize the legal services expenses included in the years 2007 to 2010 for rate 

Response) 
2007 to 2010. Big Rivers canceled the Case No. 2009-00040 when it became apparent the 
Unwind Transaction was to close. Note that Rig Rivers does not consider either the Unwind 
Transaction case or the MIS0 case to be a “rate case”, as no change in base rates was sought. 

See the attached schedule of the rate case-related legal expenses for the years 

Witnesses) Mark A. Hite and Counsel 

Case No. 201 1-00036 
Response to Item AG 1-88 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 
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APPLICATION OF BIG FUVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 89) 
For each distinct item over $5,000 show payee, amount, account and indicate what services 
were performed and what the subject matter of the services was. 

Please itemize the amount of non-rate case legal expense for 2006 to date. 

a. Provide copies of all invoices which exceed $IO,OOO. This should be the 
complete document including a detailed description of work performed 

Response) 
expense for 2007 through 2010. Please see the CD provided in response to Item 43 of the 
Commission Staffs First Information Request for information on the services performed that 
are represented by the outside professional service cost incurred during the test year. Rig 
Rivers objects to providing copies of legal invoices on the grounds of attorney work product 

and attorney client privilege. 

Please see the enclosed CD containing a spreadsheet for the non-rate case legal 

Witnesses) Mark A. Hite and Counsel 

Case No. 2011-00036 
Response to Item AG 1-89 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIWCRS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 90) 
maintaining lines of credit. List such fees for  each line of credit which the Company 
maintains. Indicate in which account such fees are recorded. 

List all fees during the years 2008 to 201 0, and during the test period, for 

Response) 
and during the test period, for maintaining lines of credit. On the TJnwind Closing Date (July 
16,2009), Big Rivers entered into line of credit agreements with National Rural Utilities 

Cooperative Finance Corporation (“CFC”) and CoBank ACE3 (“CoBank”) in the amount of 
$SO million each. The CFC line of credit agreement required an Upfiont Fee of $125,000 that 
is being amortized over the life of the agreement, through July 16,2014. The CoBank line of 
credit agreement required a one-time Commitment Fee of $250,000 that is being amortized 
over the life of the agreement, through July 16,2012. The [Jpfront Fee and the Commitment 
Fee are in addition to the fees listed on the attached schedules. 

See the attached schedules for a list all fees for the years 2008 through 201 0, 

Witness) Nark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-90 

Witness: Mark A. Hite 
Page 1 of 1 



Big Rivers Electric Corporation 

Case No. 201 1-00036 

Line of Credit Fees 
1008 - 
nvoice Date Account Number Amou 

Jone 

1009 
nvoice Date Account Number Amou 
- 

CFC - Facility Fee 
812 012 0 09 
1 1 / I  8/2009 

930.21 0 16,781 
930.21 0 31,164 

17,951 
46,215 i 112,111 

CoBank - Unused Commitment Fee 
8/3 I /ZOO9 930.21 0 
12/3 1 /ZOO9 (1 ) 930.21 0 

Total 2009 Fees $ 

- 
Amount 

201 0 
Invoice Date Account Number 

CFC - Facility Fee 
2/23/2010 
5/21/2010 
8/23/2010 
1 1 /26/20 1 0 

930.210 $ 30,822 
930.21 0 31,507 
930.21 0 31,507 
930.21 0 31,164 

CoBank - Unused Commitment Fee 
3/31/2010 930.21 0 34,681 
6/30/2010 930.21 0 27 , 806 
9/30/20 1 0 930.210 28,111 
12/31/2010 (2) 930.21 0 28,111 

Total 2010 Fees $ 243,709 

(1) The CoBank invoice dated 12/31/2009 includes billing for 121 days 

(2) The CoBank invoice dated 12/31/10 was paid in January 201 1. 
due to a change in CoBank's quarterly billing cycle. 

Case No. 2011-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-90 
Page 1 of 2 



Big Rivers Electric Corporation 

Case No. 2011-00036 

Line of Credit Fees 
Test Period - November 2009 to October 2010 
Invoice Date Account Number Amoun 

CFC - Facility Fee 
1 I / I  8/2009 
2/23/20 1 0 
5/2 1 /20 1 0 
8/23/2010 

930.210 $ 31,164 
930.21 0 30,822 
930.21 0 31,507 
930.21 0 31,507 

CoBank - Unused Commitment Fee 
12/31/2009 ( I )  930.21 0 46,215 
3/31/2010 930.210 34,681 
6/30/2010 930.21 0 27,806 
9/30/20 1 0 930.21 0 28,111 

Total Test Period Fees $ 261,813 

(1) The CoBank invoice dated 12/31/2009 includes billing for 121 days 
due to a change in CoBank's quarterly billing cycle. 

Case No. 201 1-00036 
Witness: Mark A. Hite 

Attachment for Item AG 1-90 
Page 2 of 2 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 91) 
overhead costs to specijic projects? If so, state what these factors were in the years 2007 to 
2010 and show in detail how they were calculated. 

Does the Company employ a fringe-benefit or overhead factor to assign 

Response) No. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-91 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENEML ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 92) 
deferred into the test period from prior years, and for each item, explain the Company’s 
reason for  such deferral. 

List and describe all maintenance programs and expenses which have been 

Response) 
years into the test period. 

Big Rivers did not defer any maintenance programs or expenses fiom prior 

Witnesses) Robert W. Berry and David G. Crockett 

Case No. 2011-00036 
Response to Item AG 1-92 

Witnesses: Robert W. Berry and David G. Crockett 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 93) 
2 

List all merchandise-related revenue, expense and rate base items included in 
the test period by account and amount. 

3 
4 Response) None. 

5 
6 
7 Witness) Mark A. Hite 

8 

9 

10 

11 

Case No. 2011-00036 
Response to Item AG 1-93 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Item 94) 

years 200 7 to 201 0, wJiicJt exceeded $1 0,000.00. 
List each abnormal or non-recurring charge or credit which occurred in the 

a. For each such charge or credit, state the basis and dollar amount of each. 
6. Provide copies of invoices, journal entries or other documentation to 

support each such abnormal or non-recurring item. 

Response) Please see the response of Rig Rivers to Item AG 1-96. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-94 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 95) Itemize all expenses over $5,000 recorded by the Company in the years 2007 
to 201 0 for General Office Expense. For each, state the payee, amount, date, purpose and 
subaccount. Also provide a copy of the associated invoice for amounts over $10,000. 

Response) 
invoices over $5,000 for the years 2007 to 2010. Big Rivers objects to the request that it 
provide a copy of each invoice over $10,000 as unreasonably burdensome, and because the 
description of each expenditure in the attached schedule provides reasonable detail on each 
invoice. Further, the majority of such invoices are for the same purpose: monthly third-party 
utility bill mailings. 

Please see the attached schedule for a list of all General Office Expense 

Witnesses) Mark A. Hite and Counsel 

Case No. 201 1-00036 
Response to Item AG 1-95 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 96) 
ending in 2010. For each account having a variance over the prior year exceeding IO%, 
explain the cause of such variance, listing and describing each significant causative item 
and the associated dollar amount. 

List by account the Company’s annual O&M expenses for the ten years 

Response) 
period prior to July 16,2009, are not comparable to O&M expenses during the period after 

July 16,2009, and consequently are neither substantially or materially relevant to the issues 
presented in this case. 

Big Rivers objects to this request on the grounds that O&M expenses from the 

Big Rivers further objects to the request that it itemize all abnormal or non- 

recurring expenses over $10,O00, to itemizing all expenses over $5,000 for General Office 
Expense, account 92 1 , and to providing each associated invoice for amounts over $10,000, for 
the years 2007 to 2010, and to explaining the cause of all variances over lo%, including listing 
and describing each significant causative item and the associated dollar amount. These 
requests are overly broad, burdensome, seek information that is generally irrelevant, and 

require studies that Big Rivers has not performed. 
Without waiving the foregoing objections, please see the enclosed CD which 

contains the schedule with a comparative operation and maintenance (O&M) trial balance for 
the years 2001 through 2010, with dollar variance and percent change, by account number. 

Witnesses) Mark A. Hite and Counsel 

Case No. 201 1-00036 
Response to Item AG 1-96 

Witnesses: Mark A. Hite and Counsel 
Page 1 of 1 



BIG RIWRS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 97) List and describe any and allpenalties andfines in the test period and the 
preceding three calendar years. Indicate in which account all such items were recorded 

Response) 
charged to account 426300 Penalties. 

Please see the attached schedule. All penalties and fines were appropriately 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-97 

Witness: Mark A. Hite 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATIQN 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 98) 
of increased employee experience. 

List allproductivity savings expected to be realized by the Company as a result 

Response) Big Rivers has not performed a study to identify any such savings. 

Witness) James V. Haner 

Case No. 2011-00036 
Response to Itern AG 1-98 
Witness: James V. Haner 

Page 1 of 1 



BIG RIWRS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 99) List each facility, location and asset which is included as rental expense. For 
each item include a description, the annual or monthly rental rate, the account and amount 
included in the base and test period expense. 

Response) Please see the attached schedule. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-99 

Witness: Mark A. Hite 
Page 1 of 1 
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BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

1 Item 100) 

2 
3 

4 

5 
6 

7 Response) 
8 

9 Witness) C. William Blackburn 

Provide detailed support for any Management Fees included in the filing. 
Provide this in Microsoft Excel or compatible format. Include total charges incurred by 
each corporate department and the amount each of these departments allocated to Kentucky 
regulated operations. Also include the number of employees in each department and the 
method used to allocate charges for each department. 

Big Rivers has not incurred any expenses far third party management services. 

10 

11 

12 
13 

14 

15 

16 

17 

18 

19 

20 
21 

22 
23 

Case No. 2011-00036 
Response to Item AG 1-100 

Witness: C. William Blackburn 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJIJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 101) 
or maintenance plans or programs that the Company has undertaken or is considering 
undertaking that will extend or shorten the lge of any of its electric plant. 

Please identify, describe fully, andprovide full documentation of any capital 

Response) Big Rivers has no capital maintenance plans or programs that will extend or 
shorten the life of its electric plant. All capital and maintenance plans and programs are 
developed to maintain the plant to the end of its usehl life. 

Witnesses) Robert W. Berry and David G. Crockett 

Case No. 2011-00036 
Response to Item AG 1-101 

Witnesses: Robert W. Berry and David G. Crockett 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

ApriI 15,2011 

Item 102) Please identify, describe fully, and provide full documentation of any changes 
in the definition of plant units subject to capitalization that the Company has adopted 
during the last 20 years. 

Response) 
plant units subject to capitalization twice during the last 20 years as follows: 

Rig Rivers Electric Corporation (“Rig Rivers”) has changed its definition of 

1) On April 18,2000, Big Rivers entered into a letter agreement (“Letter 
Agreement”) with LG&E Energy Marketing, Inc., Western Kentucky Energy Corp. 
(“WKEC”), WKE Station Two Inc. (“Station Two Subsidiary”), and WKE Corp. The second 
paragraph of page three of the Letter Agreement (see enclosed CD) states that “As used in this 
Letter Agreement, ‘units of property’ shall mean units of property as determined by WKEC 
and Station Two Subsidiary, collectively, consistent with FERC’s regulations, VJKEC’s and 
Station Two Subsidiary’s current list of which has been provided to Big Rivers, as such list of 
units of property may be changed or revised fkom time-to-time by WKEC and Station Two 
Subsidiary, in their discretion consistent with FERC regulations.” 

2) In connection with the July 2009 IJnwind Transaction, Rig Rivers entered 
into Coordination Agreements with each of the aluminum smelters, Alcan Primary Products 
Corporation and Century Aluminum of Kentucky General Partnership. Section 3.15 of the 
Coordination Agreements (see example on the enclosed CD) states that “To the extent 
consistent with Accounting Principles, Applicable Law and guidance of applicable 

Government Authorities or RUS, Rig Rivers shall capitalize expenditures for the replacement 
of the items related to Big Rivers’ generation facilities identified in the list of the retirement 
units set forth in the Schedule 3.15.” 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-102 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 103) 
in the definition or treatment of salvage or removal/dismantlement costs that the Company 
has adopted during the last 20 years. 

Please identifj, describe fulZy, and provide full documentation of any changes 

Response) As stated on page 111-5 of the final Report on the Comprehensive Depreciation 

Study (the “Study”) prepared by Burns & McDonnell, dated January 6,201 I ,  “From mid 1998 
until July of 2009 (lease period) removal costs associated with plant additions were capitalized 
by Western Kentucky Energy and then reported as capital additions to Big Rivers. Rig Rivers 
had no control over this methodology. Going forward, Big Rivers will record removal costs 
according to RUS guidelines as they did previously from 1965 to mid 1998.” The Study 
describes how, for purposes of determining the proposed depreciation rates, Burns & 

McDonnell estimated and reclassified such removal costs based on 33 years of historical Rig 

Rivers’ retirement history. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-103 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

1 
2 

3 
4 
5 
6 

7 
8 
9 

10 
11 

12 
13 
14 
1s 

16 
17 
18 

19 
20 
21 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 104) 
to calculate the test period depreciation expense, i f  different) in electronic format (Excel) 
with all formulae intact. Show allparameters used (Le., ASL, curve, remaining life, net 
salvage ratio), and provide a source for those parameters. Please explain any differences in 
the parameters or rates from those that were ordered when the rates were adopted. 

Please provide the calculation of the current depreciation rates (or those used 

Response) 
McDonnell in a depreciation study that was Completed in July of 1998. The enclosed CD 
contains a file titled “TableES 1 .xls” which shows the development of those rates. This file 

was last modified on July 20, 1998. 

The current depreciation rates for Big Rivers were developed by Burns & 

The proposed depreciation rates for Big Rivers were developed by Burns & 

McDonnell in a depreciation study that was completed in January of 201 1. The enclosed CD 
contains a file titled “Depreciation Summary 12- 16- 10 FINAL.xls” which shows the 
development of those rates and was last modified on December 16,20 10. 

Witnesses) Mark A. Hite and Ted J. Kelly 

Case No. 2011-00036 
Response to Item AG 1-104 

Witnesses: Mark A. Hite and Ted J. Kelly 
Page 1 of 1 
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RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC COFWORATION 
FOR A GENERAI, ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 105) Does the Company maintain its book reserve by plant account? If not, 
explain why not and explain how the book reserves were determined for use in calculating 
the current depreciation rates. 

Response) Yes. 

Witness) Mark A. Hite 

Case No. 201 1-00036 
Response to Item AG 1-105 

Witness: Mark A. Hite 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 106) 
components: capital recovery, gross salvage and cost of removal. 

Please provide the current depreciation rates, split into thee  separate 

Response) 
developed from the file “TableES-1 .XIS” provided in response to AG Item 104. It shows the 
current depreciation rates developed for Big Rivers in 1998 split into capital recovery and net 
salvage value. The gross salvage values and removal costs for this study are not available. 

The enclosed CD contains a file named “CurrentRatesSplit,xIsx” which was 

The enclosed CD also contains a file named “ProposedRatesSp1it.xlsx” which 
shows the proposed depreciation rates developed for Big Rivers in 20 1 1 split into gross salvage 
values, removal costs, net salvage values and capital recovery. 

Witnesses) Mark A. Hite and Ted J. Kelly 

Case No. 2011-00036 
Response to Item AG 1-106 

Witnesses: Mark A. Hite and Ted J. Kelly 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 107) 
2010, inclusive, concerning FASB Statement No. 143, FIN 47 and FERC Order No. 631 in 

Please provide any and all irzternal studies and correspondence from 2006- 

R2M-02- 7-000. 

Response) There are no such studies or correspondence. Consistent with footnote 3 to the 
Notes to Financial Statements of Big Rivers’ 20 10 financial statement audit report, Big Rivers 
has not identified any material legal asset retirement obligations, as defined in FASB ASC 410, 

Asset Retirement Obligations. However, in accordance with regulatory accounting, Big Rivers 
does record an estimated non-legal net cost of removal through normal depreciation expense. 
As of December 3 1,20 10, Big Rivers had approximately $38 million related to non-legal net 
cost of removal included in accumulated depreciation. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-107 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATE§ 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 108) 
parties from 2006-2010, inclusive, regarding FASB Statement No. 143, FIN 47 and FERC 
Order 631 in WO2-7-000: 

Please provide complete copies of all correspondence with the following 

a. 
6. Consultants, 

C. 

d. 
e. Internal Revenue Service. 

External auditors and other public accounting Jrms, 

External counsel (if not privileged), 

Federal and State regulatory agencies, and 

Response) None. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-108 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 109) 
Docket No. RM02- 7-000, on a plant account-by-plant account bask, please identifi any and 
all “legal obligations” associated with the retirement of the assets contained in the account 
that result from the acquisition, construction, development and (or) the normal operation of 
the assets in the account. For the purposes of this question, please use the definition of a 
“legal ob1igation”provided in FASB Statement No. 143: “an obligation that a party is 
required to settle as a result of an existing or enacted law, statute, ordinance, or written or 
oral contract under the doctrine of promissory estoppel. ” 

Regarding FASB Statement No. 143, FIN 47, and FERC Order No. 631 in 

Response) None. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-109 

Witness: Mark A. Hite 
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BIG fuNERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 110) For any asset retirement obligations identifed above, please provide tlte ‘yair 
value” of the obligation. For the purposes of the question, fair value means “the amount at 
which that liability could be settled in a current [not future] transaction between willing 
parties, that is, other than in a forced or liquidation transaction. ” Please provide all 
assumptions and calculations underlying these amounts. 

Response) 

Witness) 

None. 

Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-110 

Witness: Mark A. Hite 
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APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJTJSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 111) 
calculations under FASB Statement No. 143, FIN 47, and FERC Order No. 631 

calculations to date. 

Please provide the “credit adjusted risk free rate” used for any and all ARO 

Response) None. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-111 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 LO0036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 112) 
internal management meeting minutes from 2006 - 2010, inclusive, in which any or all of 
the following subjects were discussed: the Company ’s electric plant depreciation rates; 
retirement unit costs; SFAS No. 143; FIN 47; and, FERC RMO2-07-000. 

Please provide complete copies of all Board of Director’s minutes and 

Response) Please see the response to AG 1-4. 

Witness) Mark A. Bailey and Counsel 

Case No. 2011-00036 
Response to Item AG 1-112 

Witness: Mark A. Bailey and Counsel 
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APPLICATION OF BIG W E R S  ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 113) 
143 and FIN 47, along with all workpapers supporting those entries. Please provide all 
these workpapers and calculations in electronic format (Excel) with all formulae intact. 

Please provide all accounting entries (debits and credits) relating to SFAS No. 

Response) None. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-113 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE, NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 114) 
since inception identwying and explaining each debit and credit entry and amount. 

Provide an analysis of the regulatory liability for accrued asset removal costs 

Response) 
ARO, as the financial statements of Rig Rivers reflect the provisions of FASB ASC 980, 
Certain Types of Regulation, the net cost of removal is recorded through normal depreciation 

and is reflected in accumulated depreciation, not a regulatory liability. Please see note 3 of Big 
Rivers’ audited financial statements. 

Big Rivers has not identified any material legal ARO. Regarding non-legal 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-114 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIvlERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 115) 
regulatory liability for cost of removal obligations for the next 20 years. Ifnot available for 
the next twenty years provide for  as many years into the future that the projection is 
available. I f  this projection has not been made, please explain why not. Please provide in 
electronic format (Excel) with aM formulae intact. 

Provide the Company’s projection of the annual year-end balance in the 

a. For this projection assume that all of the Company’s current depreciation 
rates are continued in use. 

b. Explain all other assumptions used to make this projection. 

Response) 
Information 

Witness) 

Please see the response to Item 114 of the Attorney General’s First Request for 

Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-115 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General's Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 116) 
instead recorded a regulatory liability (regulatory liability for cost of removal), please 
provide the fair value of the related asset retirement cost as of December 31"for each of the 
years 2005 to 2010. For the purposes of this question, assume that the Company has legal 
AROs for these accounts, and use the Iife and dispersion assumptions reflected in the 
current depreciation rates. 

For all accounts for  which the Company Itas collected non-legal AROs, but 

Response) 
identified any material legal ARO. Rig Rivers' depreciation rates do include a component for 

non-legal net cost of removal. Big Rivers is not required to account for the non-legal net cost 
of removal in a regulatory liability. However, the Company does disclose in a note to its 
audited financial statements the estimated non-legal net cost of removal reflected in 
accumulated depreciation. 

As discussed in the previous questions regarding ARO, Big Rivers has not 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-116 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 117) Provide the calculation of the annual amount of future gross salvage, cost of 

removal and net salvage incorporated into the Company’s existing depreciation rates. If any 
of the amounts are reduced by the total amount of non-legal AROs included in year-end 

accumulated depreciation, show that calculation. 

Response) 
incorporated into the Company’s existing depreciation rates are not available. For the 

calculation of the estimated annual amount of future capital recovery and net salvage based on 
December 3 1 , 20 10, plant balances, see the attached schedule. 

As stated in the response to Item 106, the gross salvage and cost of removal 

Witnesses) Mark A. Hite and Ted J. Kelly 

Case No. 201 1-00036 
Response to Item AG 1-1 17 

Witnesses: Mark A. Hite and Ted J. Kelly 
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Big Rivers Electric Corporation 
Case No. 201 1-00036 

Annual Depreciation Expense Based on 12/31/10 Plant Balances 

Account 

301 
302 
303 

Organization 

Production 
31 0 
31 1 
312 

314 
31 5 
316 
34 1 
342 
343 
344 
345 
346 

312 A-K 

Transmission 
350 
352 
353 
354 
355 
356 

General Plant 
389 
390 

391.0, "6, .7 
391 "2 
391 "3 

391 
392.2 
392.3 

392 
393 
394 
395 
396 
397 
398 

Net Salvage Broken Out 
Depreciation 

Expense 
@ Existing Net Capital 

Description Rate Salvage Recovery 

Organization NA NA NA 
Organization NA NA NA 

NA NA Training Costs NA - 
Total Intangible Plant 0 0 0 

Land 
Structures 
Boiler Plant 
Boiler Plant - Env Compl 
Turbine 
Electric Eqpt 
Misc Eqpt 
CT - Structures 
CT - Fuel Holders & Access. 
CT - Prime Movers 
CT - Generators 
CT - Access. Elec. Eqpt. 

NA 
2,131,584 
1 2,026,244 
11,088,695 
3,789,455 
982,783 
65,396 
3,563 
33,336 
121,422 
24,596 
8,552 

NA 
(31 1,635) 

(1,276,529) 
(1,173,407) 

(319,593) 
(73,709) 
(2,859) 

(62) 
(575) 

(1,966) 
(551) 
(192) 

NA 
1,819,948 

10,749,715 
9,915,288 
3,469,862 

909,074 
62,537 

3,501 
32,762 

1 19,456 
24,045 

8,361 
CT - Misc. Eqpt. 0 0 0 

Total Other Plant 30,275,626 (3,161,077) 27,114,550 

Land 
Structures 
Station Eqpt 
Towers 
Poles 

NA NA NA 
120,733 (4,802) 115,931 

2,710,689 0 2,710,689 
195,933 (24,062) 171,871 

1,374,113 (229,019) 1,145,094 
Lines 1,083,459 (1 09,662) 973,798 

Total Transmission Plant 5,484,927 (367,545) 5,117,383 

Land 
Structures 
Office Furniture & Eqpt 
Computer - System 34 
Computer - Engineering 
Office Furniture & Eqpt [I] 
Vehicles - General 
Vehicles - Transmission 
Vehicles [2] 
Stores Eqpt 
Tools 
Lab Eqpt 
Power Operated Eqpt 
Communication Eqpt 
Miscellaneous Eqpt 

Total General Plant 

NA 
102,277 
17,943 

0 
0 

17,943 
145,034 

0 
145,034 
3,526 

20,579 
6,329 

0 
71,345 

NA 
(4,344) 

0 
0 
0 
0 
0 
0 
0 
0 

1,300 
0 
0 
0 

NA 
97,934 
17,943 

0 
0 

17,943 
145,034 

0 
145,034 

3,526 
21,879 
6,329 

0 
71,345 

9,184 203 9,387 
376,218 (2,841) 373,376 

Total 36,136,772 (3,531,463) 32,605,309 

Case No. 201 1-00036 
Witnesses: Mark A. Hite and Ted J. Kelly 

Attachment for AG 1-117 
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BIG RIVERS ELECTRIC CORPORATION 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the At4orney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Item 118) 
existing andproposed depreciation rates the same as they would have been in the absence of 

SFAS No. 143 and FIN 47? Please explain. 

Are the amounts of cost of removal and gross salvage incorporated into the 

Response) 
Request for Information. 

Yes. See the response to Items 107 and 1 14 of the Attorney General’s First 

Witnesses) Mark A. Hite and Ted J. Kelly 

Case No. 2011-00036 
Response to Item AG 1-118 

Witness: Mark A. Hite and Ted J. Kelly 
Page 1 of 1 
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APPLICATION OF BIG RIVERS EIiECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 119) 
of removal and does it commit to spend all of the money it is collecting for cost of removal, 
on cost of removal? If the answer is yes, explain why the Company does not have legal 
AROs under the principal of promissory estoppel, Please explain. 

Does the Company commit to remove each asset for which it is collecting cost 

Response) No. 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-119 

Witness: Mark A. Hite 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

1 
2 
3 

4 

5 
6 
7 
8 

9 
10 
11 
12 

13 
14 
15 

16 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,201 1 

Item 120) 
category, at which the Company computes the depreciation expense for  purposes of 
financial reporting, Commission reporting, and ratemaking. Explain fully any dijferences 
among these three depreciation calculations. 

Please identqy and describe the level of detail, e.g. by account, functional 

Response) 
purposes of financial reporting, Commission reporting, and ratemaking (and is the same for all 
three). The computation is illustrated in the schedule provided in response to Item 47 of the 
Commission Staffs Initial Request for Information in this proceeding. 

Rig Rivers computes depreciation expense by individual plant account for 

Witness) Mark A. Hite 

Case No. 2011-00036 
Response to Item AG 1-120 

Witness: Mark A. Hite 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 121) 
all supporting tables, schedules, and data. 

Please provide a copy of the most recent Company class load study including 

Response) 
it is not necessary for Big Rivers to conduct a class load study. Actual meter reading data were 

therefore utilized to develop the demand allocation factors in the cost of service study in 
Exhibit Seelye-3, to determine the billing demands used in the development of proposed rates 
in Exhibit Seelye-6, and to prepare the temperature normalization adjustment in Exhibit 

Seelye-10. 

Because Rig Rivers has interval data for each metering point for each member, 

Witness) William Steven Seelye 

Case No. 2011-00036 
Response to Item AG 1-121 

Witness: William Steven Seelye 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 122) 
Company’s possession (whether utilized or not in this case) in electronic format. Please 
provide in Microsoft Excel format if available. If not available in Excel format, please 
provide in ASCII, common delineated or f ied f ie ld  format with allfields labeled or 
identified. In  this response, include all weather stations for which data is available, all 
periods in which data in available, and all weather characteristics available (e.g., HDD, 
CDD, Max Temp, Min Temp, etc.). 

Please provide all weather-related data for all weather stations in the 

Response) 
(utilized or not in this case) is provided in electronic format on the CD accompanying this 
response, and in the folder labeled ‘AG Q 122 Attachment 1 - 20 1 1-04- 15’. The following 

items are included. 

All weather related data for all weather stations in the Company’s possession 

a. Historical Weather Data.XLSX 
b. 
c. 

d. Historical2009.XLS 
e. Historical201 0.XLS 
f. Temperature Summary.XI,SX 

Annual Surnmary 2009 -- Indiana 

Annual Summary 2009 - Kentucky 

Witness) John W. Hutts 

Case No. 201 1-00036 
Response to Item AG 1-122 

Witness: John W. Hutts 
Page 1 of 1 



BIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,201 1 

April 15,2011 

Item 123) 
weather normalization analyses. 

Please identqy the weather station(s) utilized by Mr. Seelye to conduct his 

Response) 
(KEVV) were used to perform the weather normalization analysis. 

The weather stations at Paducah, Kentucky (KPAH) and Evansville, Indiana 

Witness) John W. Hutts 

Case No. 2011-00036 
Response to Item AG 1-123 

Witness: John W. Hutts 
Page 1 of 1 
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RIG RIVERS ELECTRIC CORPORATION 

APPLICATION OF RIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2011-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 124) 
for each model in electronic format. Please provide in Microsoft Excel format if available. 
If Excel format is not available, please provide in ASCII common delineated or field format 
with all fields labeled or identifled. 

With regard to Seelye Exhibit IO,  please provide all input data (as selected) 

Response) 
the weather normalization analysis. The input data for each model is provided in electronic 
format (Microsoft Excel) on the CD accompanying this response, and in the folder labeled 
‘AG Q 124 Attachment 1 - 201 1-04-15,. In each file listed below, refer to the sheet labeled 

Twelve models, one for each month of the test year, were developed to perform 

“Data”. 

a. 

b. 
C. 

d. 
e. 
f. 

g. 
h. 
1. 

j .  
k. 
1. 

Witnesses) 

Nov2009.XLJS 

Dec2009.XLS 
Jan20 1O.XLS 
Feb201O.XLS 
Mar201 O.XL,S 

Apr201O.XLS 

May20 1O.XLS 
Jun201O.XLS 
Ju120 1O.XLS 

Aug201O.XLS 
Sep201O.XLS 
Oct20 10.XLS 

John W. Hutts and William Steven Seelye 

Case No. 2011-00036 
Response to Item AG 1-124 

Witnesses: John W. Hutts and William Steven Seelye 
Page 1 of 1 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 201 1-00036 

Response to the Office of the Attorney General’s Initial Request for Information 
dated March 30,2011 

April 15,2011 

Item 125) With regard to Seelye KU Exhibit 10: 

a. Please provide the Exhibit in executable Excel format (include all linked 
files); and, 

b. Using month 7 (2010) as an example, please explain in detail how the 
“CDD” value of 496 was obtained as well as how the coefficient value of 
194,822.6 was obtained. In this response, please also explain how the 
load data sample was applied to the entire class @opulation). 

Response) 
a. 
electronic format (Microsoft Excel) on the CD accompanying this response, and in the folder 

labeled ‘AG Q 125 Attachment 1 - 201 1-04- 15’. The following files are included. 

The file created for Exhibit 10, page 3 of 3, including all linked files, is provided in 

(a) Normalized Rural System Energy Sales-Final.XLS (refer to sheet ‘Normal 
Sales’ for the data presented as Exhibit 10, page 3 of 3) 

(b) ModelData-Final .XLS 

(c) Historical Weather Data.XLSX 

b. 

degree days (CDD) recorded by the National Oceanic and Atmospheric Administration 
(NOAA) at Paducah, Kentucky (KPAH) and Evansville, Indiana (KEVV). The CDD value 
represents a weighted amount for the two stations, with weighting based on the level of rural 
system energy sales estimated to correspond to each weather station. 

The CDD value of 496 for July 20 10 was computed using actual July 20 10 cooling 

The July 201 0 coefficient value was obtained from the regression model developed for July 
20 10. The July model is based on daily data for the month (3 1 observations) and quantifies the 
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relationship between rural system energy sales and cooling degree days. A binary variable was 
also included for July 4 to capture the holiday impact on energy sales for that one day. The 
CDD coefficient represents the level of sales attributable to changes in cooling degree days. 
For example, the difference between actual and normal cooling degree days for the Big Rivers 

service area is 53 (496 actual minus 443 normal). The product of the difference in degree days 
and the July CDD coefficient is 10,325,598, which represents the estimated level of rural 
energy sales, in kWh, that were recorded during the month due to hotter than normal weather 

conditions. Based on the model coefficient and the difference between normal and actual 

cooling degree days, rural energy sales in July 2010 were just over 4% higher than expected 
under normal weather conditions. 

Actual rural system energy sales (total population), rather than a sample of load research data, 

were used for the weather normalization analysis; therefore, no expansion of sample data to the 

entire class population was required. 

Witnesses) William Steven Seelye and John W. Hutts - Subpart a. 
John W. H ~ t t s  - Subpart b. 
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Item 126) In conducting any weather normalization regression analyses, please explain 
whether Mr. Seelye utilized the entire sample load research data available, or a subset of all 
sampled load research data observations (customer). I f a  subset of the total sampled load 
research data was utilized, please explain and provide all analyses showing how the selected 
sample reasonably reflects the usage characteristics of the class. 

Response) 
energy sales (total population) rather than a sample of load research data. 

The weather normalization analysis was conducted using actual rural system 

Witness) John W. Hutts 
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Item 127) With regard to Mr. SeeLye’s Exhibit 10, please provide the following: 

a. a copy in executable Excel format (include all linkedfiles); 
6. all the workpapers spreadsheets, source documents, etc. that support the 

amounts, assumptions and calculations incorporated therein; and, 

c. an explanation of what is represented therein and how these 
determinations are specijkally used by the Company. 

Response) 
a. 
b. 
support to Exhibit 10, page 3 of 3. 

C. Exhibit 10, page 3 of 3, presents the adjustment of a negative 20,667,174 kWh to test 
year rural system energy sales for abnormal weather. The Exhibit presents the monthly 
regression coefficients derived to compute the monthly adjustments, actual heating and cooling 
degree days by month, and the level of monthly heating and cooling degree days upon which 

the monthly adjustments were computed, which represent the difference between actual degree 
days in the month less corresponding normal degree days for the month, which are increased 

by 1 standard deviation in cooling and heating degree days for each respective month. The 
total test year kWh adjustment computed and presented on page 3 of 3 of the exhibit provides 
the details for the same amount presented in Exhibit 10, page 1 of 3, line (1). 

Please refer to the response to Item 12S.a 

Please refer to the attachments provided in response to Items 122, 124 and 12S.b for 

Witness) John W. Hutts 
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Item 128) 
from a non-coincident peak for the rural class to a coincident peak. 

Discuss in full the revenue impact the company expects to realize by changing 

Response) 
from a non-coincident peak billing for the Rural class to a coincident peak billing. The 
proposed rates would be designed to collect the same test-year revenues regardless of whether 

the demand charge is determined on the basis of coincident or non-coincident peak demands. 
Consequently, the alternative of using coincident peak billing or non-coincident peak billing 

for the Rural class is revenue neutral. 

Big Rivers does not anticipate any revenue impact to be realized by changing 

Witness) William Steven Seelye 
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