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August 14, 2012

Jeff DeRouen PUBLIC SEHV!CE
Executive Director COMMISSION

Public Service Commission
211 Sower Boulevard, P.O. Box 615
Frankfort, Kentucky 40602-0615

Re:  In the Matter of: Application of Big Rivers Electric Corporation
for Approval of its 2012 Environmental Compliance Plan,
for Approval of its Amended Enuvironmental Cost Recovery
Surcharge Tariff, for Certificates of Public Conventence and
Necessity, and for Authority to Establish a Regulatory Account,
P.S.C. Case No. 2012-00063

Dear Mr. DeRouen:

Attached hereto are Big Rivers Electric Corporation’s updated responses to
selected data requests received in Case No. 2012-00063. These responses are a
Third Updated response to Item 1 of the Commission Staff's Initial Request for
Information dated May 21, 2012, a Second Updated response to Item 44 of the
Kentucky Industrial Utility Customers’ Initial Request for Information dated May
21, 2012, a First Updated response to [tem 56 and 57 of the Sierra Club’s Initial
Request for Information dated May 21, 2012, and a First Updated response to Item
3 of Kentucky Industrial Utility Customers’ Second Request for Information dated
June 22, 2012.

Please confirm the Commission’s receipt of this information by placing the
Commission’s file stamp on the enclosed additional copy of this letter and
returning it to Big Rivers in the self-addressed, postage paid envelope provided
herein.

Sincerely,

@ /@L
Tyson Kamuf
TAK/ej

Enclosures
ce: Albert Yockey

Service List
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BIG RIVERS ELECTRIC CORPORATION

THE APPLICATION OF BIG RIVERS ELECTRIC CORPORATION FOR
APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN AND
REVISIONS TO ITS ENVIRONMENTAL SURCHARGE TARIFF, FOR
CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY, AND FOR
AUTHORITY TO ESTABLISH A REGULATORY ACCOUNT

CASE NO. 2012-00063

VERIFICATION

I, Ralph A. Ashworth, verify, state, and affirm that I prepared or supervised the
preparation of the 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.
_ /A
Y st

Radph A. Ashworth

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Ralph A. Ashworth on this the
/_‘gfaay of August, 2012.

Notary Public, Ky. State at Large
My Commission Expires_{ ~{ Q-] 3




Your Touchstone Energy® Cooperative ‘W‘
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION OF KENTUCKY

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC
CORPORATION FOR APPROVAL OF ITS
2012 ENVIRONMENTAL COMPLIANCE
PLAN, FOR APPROVAL OF ITS AMENDED

)

)

)

) Case No
ENVIRONMENTAL COST RECOVERY ) :

)

)

)

)

SURCHARGE TARIFF, FOR CERTIFICATES ) 2012-00063

OF PUBLIC CONVENIENCE AND
NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT

Third Updated Response to Commission Staff’s
Initial Request for Information dated May 21, 2012

Second Updated Response to Kentucky Industrial Utility Customers’
Initial Request for Information dated May 21, 2012

First Updated Response to the Sierra Club’s
Initial Request for Information dated May 21, 2012

First Updated Response to Kentucky Industrial Utility Customers’
Second Request for Information dated June 22, 2012

FILED: August 15, 2012
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

Third Updated Response to Commission Staff’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update June 15, 2012
Second Update July 16, 2012
Third Update August 15, 2012

Item 1) Refer to the Application, page 7, which states that Big Rivers
is requesting authority to establish a regulatory account. The Application
states, “[a]s explained further in Mr. Hite’s testimony, Big Rivers has
incurred costs in developing this Application, and it will incur additional
costs to prosecute this case. These costs primarily stem from the retention
of experts in the legal, regulatory, and engineering professions.” Provide
the actual costs incurred to date by type and vendor. Consider this an
ongoing request to be updated by the 15 of the month, to report the prior
month’s expense, for each month up to and including the month of the

hearing in this case.

Response) Attached hereto is Big Rivers’ August 15th update for the costs

incurred to-date in its Environmental Compliance Plan Application.

Witness) Ralph A. Ashworth

Case No. 2012-00063

Third Updated Response to PSC 1-1
Witness: Ralph A. Ashworth

Page 1 of 1




Big Rivers Electric Corporation

Case No. 2012-00063
Cost Incurred To-date for Environmental Compliance Plan Application

Third Update to Big Rivers' Response to Item 1 of Commission Staff's Initial Request for Information
dated May 21, 2012

Entity/Vendor Amount Invoice Number Invoice Date Purpose/Type
Total Per Response Dated July 13, 2012 $ 322,260.14
Aces Power Marketing LLC 8 8,298.00 12/5863-IN| 7/12/2012 |Risk Management Services
Catalyst Consulting LL.C 9,778.18 101 7/1/2012 |Consultants
GDS Associates Inc 510.00 0098430| 6/20/2012 |Consultants
Sargent and Lundy LLC 16,161.21 10798858! 7/16/2012 |Engineering Consultants
Sullivan, Mountjoy, Stainback 22.805.00 113,455 71712012 Legal
Vantage Energy Consulting 23,940.00 20120602| 7/1/2012 |Commission Consultants
Total For the Remainder of July 2012 $ 81,492.39
Total To-Date as of July 31, 2012 $ 403,752.53

Note: Per Big Rivers' response to Item 1 of the Staff's Initial Request for Information, dated June 1, 2012,
$900,000. Big Rivers will seek to update this estimate throughout the proceeding.

Case No. 2012-00063

Attachment for Third Updated Response to Item PSC 1-1

Witness: Ralph A. Ashworth
Pagelof 1

the estimated cost to develop and prosecute this Case is
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NQO. 2012-00063
Second Updated Response to the Kentucky Industrial Utility Customers’
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update July 16, 2012
Second Update August 15, 2012

Item 44)  Please provide the current balance (as of April 2012 or May
2012, if available) in the Economic Reserve Fund and the Rural Economic
Reserve (“RER”) fund. This should be considered a continuing request
and updates should be provided monthly as actual information for each
succeeding month is available.

Response) The month-end balances in the Economic Reserve fund account and

in the Rural Economic Reserve (RER) fund account are shown in the table below.

Big Rivers Electric Corporation
Fund Account Balances as of Listed Dates
Economic Rural Economic
Reserve Fund Reserve Fund
April 30, 2012 $ 93,878,033.55 $ 63,887,762.11
May 31, 2012 $ 92,253,460.12 $ 63,984,670.78
June 30, 2012 $ 90,341,556.06 $ 64,081,579.43
July 31, 2012 $ 88,400,701.87 $ 64,178,488.06

Witness) Ralph A. Ashworth

Case No. 2012-00063

Second Updated Response to KIUC 1-44
Witness: Ralph A. Ashworth

Page 1 0of 1




BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

Item 56)  Refer to p. 15 of the testimony of Mark Hite.

a. Produce all reports, memoranda, presentations, or other
documents provided to the Rural Utilities Service
(“RUS”), CoBank, or the National Rural Utilities
Cooperative Finance Corporation (“CFC”) by either Big
Rivers or Touchstone Energy since 2004 regarding:

i. the environmental compliance status of the Wilson,
Gfeen, Coleman, Reid, or HMP&L generating units,
ii.  past, present or future environmental compliance of
the Wilson, Green, Coleman, Reid, or HMP&L
generating units,

b. Please provide any application(s) for a loan or loan
guarantee submitted to the RUS, CoBank, or CFC,
including any supporting documentation for the loan or
loan guarantee request, for the retrofits requested in these
CPCNs for the Wilson, Green, Coleman, Reid, or HMP&L
generating units;

c. Please provide any response from RUS, Co-Bank, or CFC

regarding a request for a loan or loan guarantee for

Case No. 2012-00063

First Updated Response to SC 1-56
Witness: Ralph A. Ashworth

Page 1 of 4




BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO

N B W N e

10
11
12
13
14
15
16
17
18
19
20
21

ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

_ June 1, 2012
First Update August 15, 2012

retrofits proposed in this application of the Wilson, Green,
Coleman, Reid, or HMP&L generating units.

If RUS, CoBank, or CFC has agreed to provide a loan or
loan guarantee, please provide any loan or loan
guarantee paperwork between RUS/CoBank/CFC and Big
Rivers regarding the retrofit of the Wilson, Green,
Coleman, Reid, or HMP&I. generating units.

Please provide any environmental assessment or
environmental impact statement, including any drafts,
prepared to support a loan or loan guarantee from RUS,
CoBank, or CEC for the retrofits of the Wilson, Green,
Coleman, Reid, or HMP&L generating units

If no environmental assessment or environmental impact
statement was prepared for the retrofits proposed in this
application because one or more of these projects fall
under a categorical exclusion, please provide any
correspondence or documents from RUS that discuss
application of the categorical exclusion.

Please continue to provide any such documentation as
listed in (a)-(f) above as generated on a regular basis.

Case No. 2012-00063

First Updated Response to SC 1-56
Witness: Ralph A. Ashworth

Page 2 of 4




BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAIL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

1 Response)
2 a. Please refer to Exhibit DePriest—2, the S&L report which Big
3 Rivers provided to RUS. In addition, attached is a presentation
4 made by Big Rivers to CoBank on February 28, 2012; and the
5 annual (2010, 2011, and 2012) letters from Big Rivefs to RUS
6 certifying Big Rivers has fulfilled all its obligations under its
7 Loan Documents in all material respects, which include
8 compliance with environmental laws. Also, please see Big
9 Rivers’ presentation to the Rural Utilities Service provided in
10 the response to Item 64 of the Office of the Attorney General’s
11 Initial Request for Information.
12 b. None.
13 c. See attached (CFC Engagement Letter, Revolving Credit
14 Facility, and Transaction Calendar).
15 d. None.
16 e. None.
17 f.  None.
18 g. Big Rivers will update this response during the course of this
19 proceeding. Please see the Disclosure Statement provided in Big
20 Rivers’ First Updated response to Item & of the Kentucky

Case No. 2012-00063

First Updated Response to SC 1-56
Witness: Ralph A. Ashworth

Page 3 of 4
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

Industrial Utility Customer’s Second Request for Information
dated June 22, 2012.

Witness) Ralph A. Ashworth

Case No. 2012-00063

First Updated Response to SC 1-56
Witness: Ralph A. Ashworth

Page 4 of 4
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updaied Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

Item 57)  Refer to p. 15 of Mark A. Hite’s Testimony, produce all reports,
memoranda, presentations, or other documents provided to stockholders,
investors, banks, investment firms, investment brokers or dealers,
investment analysts, bond rating agencies, by either Big Rivers or

Touchstone Energy since 2004 regarding:

a. the environmental compliance status of the Wilson,
Green, Coleman, Reid, or HMP&L generating units,

b. past, present or future environmental compliance of the
Wilson, Green, Coleman, Reid, or HMP&L generating
units,

c. litigation or settlements concerning environmental
matters at the Wilson, Green, Coleman, Reid, or HMP&I,
generating units the Big Sandy plant, to the extent not
covered by attorney-client privilege,

d. past, present or future need for the Wilson, Green,
Coleman, Reid, or HMP&L generating units, or the need
for or plans for capital additions to any of those units,
whether for environmental compliance or otherwise,

Case No. 2012-00063

First Updated Response to SC 1-57
Witness: Ralph A. Ashworth

Page 1 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

e. any other matter that could affect the costs or output of
the Wilson, Green, Coleman, Reid, or HMP&L generating
units.

/. To the extent not already provided in response to
subsections a-e above, please provide any agendas,
handouts, minutes, documents prepared for or resulting
from each meeting of Big Rivers and/or Touchstone
Energy with stockholders, investors, banks, investment
firms, investment brokers or dealers, investment
analysts, bond rating agencies or the like at which the
matters listed above were discussed in any way

g. Please continue to provide any such documentation as

listed in (a)-(f) above as generated on a regular basis.

Response) Please see the documents attached hereto, portions of which are
being filed under a petition for confidential treatment. Also, please see the
response to the Attorney General’s Initial Data Request Items 31 and 32. In
addition, see the response to the KIUC ‘s Initial Data request 1.43 in this

proceeding.

a. See Item 56 of these responses.

Case No. 2012-00063

First Updated Response to SC 1-57
Witness: Ralph A. Ashworth

Page 2 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Sierra Club’s
Initial Request for Information
Dated May 21, 2012

June 1, 2012
First Update August 15, 2012

b. See Item 56 of these responses.
c. None.
d. None.

e. This question is impossibly broad, fails to identify with
specificity the information sought, and cannot be answered in
its current form.

f. Not applicable.

g. Big Rivers will update this response during the course of this
proceeding. Please see the Disclosure Statement provided in
Big Rivers’ First Updated response to Item 3 of the Kentucky
Industrial Utility Customer’s Second Request for Information
dated June 22, 2012.

Witness) Ralph A. Ashworth

Case No. 2012-00063

First Updated Response to SC 1-57
Witness: Ralph A. Ashworth

Page 3 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Kentucky Industrial Utility Customers’
Second Request for Information
Dated June 22. 2012

July 6, 2012
First Update August 15. 2012

Item 3) Please provide all documents and other communications

‘pro‘vided to Cobank and CFC since the filing of Big Rivers’ responses to

KIUC’s Initial Request for Information. Please note this is a continuing

request requiring updated information.

Response) Please see the supporting documents which are provided in two sets.
On the CONFIDENTIAL USB drive accompanying these responses are documents
and other communications provided to CoBank and CFC in connection with KPSC
Case No. 2012-00063 since June 1, 2012. These documents are being submitted
with a Petition for Confidential Treatment. Other supporting documents are
provided on a PUBLIC USB drive accompanying these responses.

There are only two documents pertaining to CoBank, as they are not
currently involved in the planned CFC syndicated revolver for interim financing
for Big Rivers' 2012 Environmental Compliance Plan (“ECP”) capital
expenditures. While the Disclosure Statement provided herein is principally in
connection with the previously planned June 29, 2012, term loan financing, it was
also used in connection with certain CFC inquiries regarding the up to $300
million CFC syndicated revolver for the purpose of interim financing for Big
Rivers' 2012 ECP capital expenditures.

Please see the Disclosure Statement, date July 12, 2012,

accompanying this response.

Case No. 2012-00063

First Updated Response to KIUC 2-3
Witness: Ralph A. Ashworth

Page 1 of 2




BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR APPROVAL OF ITS 2012 ENVIRONMENTAL COMPLIANCE PLAN,
FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST
RECOVERY SURCHARGE TARIFF, FOR CERTIFICATES OF PUBLIC
CONVENIENCE AND NECESSITY, AND FOR AUTHORITY TO
ESTABLISH A REGULATORY ACCOUNT
CASE NO. 2012-00063

First Updated Response to the Kentucky Industrial Utility Customers’
Second Request for Information
Dated June 22. 2012

July 6, 2012
First Update August 15. 2012

1
2 Witness) Ralph A. Ashworth

Case No. 2012-00063

First Updated Response to KIUC 2-3
Witness: Ralph A. Ashworth

Page 2 of 2
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BIG RIVERS ELECTRIC CORPORATION

DISCLLOSURE STATEMENT

July 12,2012
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BIG RIVERS ELECTRIC CORPORATION
INTRODUCTION
General

Big Rivers Electric Corporation (“Big Rivers” or the “Company”) is an electric generation and
transmission (“G&T”) rural electric cooperative corporation. It was organized as a not-for-profit rural
electric cooperative under the laws of Kentucky in June, 1961 to enable its Members (as defined herein)
to pool their resources and provide for the power and transmission needs of their combined service
territories. The Company currently operates as a taxable cooperative. See “MANAGEMENT’S
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS -
Critical Accounting Policies — Accounting for Income Taxes.” Big Rivers provides wholesale electric
service to its three Members under a number of wholesale power contracts which contracts, in the
aggregate, supply the total wholesale power requirements of the Members (see “Wholesale Power
Contracts”), except the requirements of Kenergy Corp. (“Kenergy”) for service to two aluminum smelters
required by the Smelters Agreements (as defined herein). The two aluminum smelters are Rio Tinto
Alcan (“Alcan™), a product group of Rio Tinto, and Century Aluminum of Kentucky General Partnership
(“Century™), a wholly-owned subsidiary of Century Aluminum Company. Alcan and Century are
referred to herein as the “Smelters.” For a discussion of certain recent statements made on behalf of the
Smelters, see the discussion under the caption “THE SMELTER AGREEMENTS.”

Big Rivers owns 1,444 net MW of electric generating facilities, described herein under
“GENERATION AND TRANSMISSION ASSETS — Generation Resources” and approximately 1,266
miles of transmission lines and 22 substations, described herein under “GENERATION AND
TRANSMISSION ASSETS — Transmission.”

In addition to its owned electric generation and transmission facilities, Big Rivers operates the
312 net MW Henderson Municipal Power and Light (“HMP&L”) Station Two Generating Facility
(“Station Two™) in accordance with a Power Plant Construction and Operation Agreement dated August
1, 1970 between HMP&L and Big Rivers (the “Station Two Operation Agreement”), and purchases all
the power and energy from Station Two not used by HMP&L to serve the needs of the City of Henderson,
Kentucky (the “City” or the “City of Henderson™), in accordance with a Power Sales Contract between
HMP&L and Big Rivers dated August 1, 1970 (the “Station Two Power Sales Contract”). See
“GENERATION AND TRANSMISSION ASSETS — Other Power Supply Resources — Station Two
Facility.”

In 2011, the Company’s average wholesale revenue per kWh to the Members, including amounts
withdrawn from the economic reserve, was $.04678 per kWh for rural loads and $.04168 per kWh for
large industrial loads (exclusive of the Smelter loads and Domtar cogenerator backup served by Kenergy).
The Company’s average wholesale revenue per kWh to Kenergy to serve the two Smelter loads in 2011
was $.04448 per kWh on sales of 6.9 million MWh. Excluding the Smelters, sales to its Members were
3.3 million MWh in 2011, 2.4 million MWh for rural loads and 0.9 million MWh for large industrial
loads. Member Non-Smelter MWh sales in 2011 decreased by 2.0% from 2010. Rural loads in 2011
decreased by 4.4% from 2010 while large industrial loads increased by 4.3%.  To the extent surplus
capacity and energy are available, Big Rivers may sell electricity to non-Member utilities and power
marketers (“Non-Members”). During 2011, the Company sold approximately 3.1 million MWh to Non-
Members.

Cooperative Structure

In general, a cooperative is a business organization owned by its members, which are also its
customers. Cooperatives provide goods or services to their members on a not-for-profit basis, in part by
eliminating the need to produce profits or a return on equity in excess of required margins. Generally,
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electric cooperatives design rates on an overall basis to recover cost-of-service and collect a reasonable
amount of revenue in excess of expenses (i.e., margins). Margins are typically repaid to the members in
subsequent years on the basis of their patronage during the years the margins were earned.

A G&T cooperative is a cooperative engaged primarily in providing wholesale electricity to its
members, which may be either wholesale or retail power suppliers. Electricity sold by a G&T
cooperative is provided from its own generating facilities or through power purchase agreements with its
wholesale power suppliers. A distribution cooperative is a local membership cooperative whose members
are the individual retail customers of an electric distribution system.

The Members

The Members of Big Rivers are Kenergy, Meade County Rural Electric Cooperative Corporation
(“Meade”) and Jackson Purchase Energy Corporation (“Jackson Purchase”, and collectively with Kenergy
and Meade, the “Members”). The Members of Big Rivers are local consumer-owned distribution
cooperatives providing retail electric service on a not-for-profit basis to their customers, who are their
members. The customer base of the Members generally consists of residential, commercial and industrial
consumers within specific geographic areas. The Members provide electric power and energy to
customers located in portions of 22 western Kentucky counties. As of December 31, 2011, the Members
served approximately 113,000 member-customers (meters). Kenergy has approximately 55,300 retail
members, Meade has approximately 28,500 retail members and Jackson Purchase has approximately
29,200 retail members. See APPENDIX B - “MEMBER FINANCIAL AND STATISTICAL
INFORMATION.”

Bankruptcy and Subsequent Operation

In September 1996, Big Rivers filed a voluntary petition for relief under Chapter 11 of the United
States Bankruptcy Code. The filing was precipitated largely by the Company’s inability to sell its
capacity in excess of that required to serve its Members at prices sufficient to cover all of its costs, which
shortfall was exacerbated by long-term coal contracts under which prices had escalated well above market
prices. In July 1998, a bankruptcy court-approved Plan of Reorganization (the “Plan of Reorganization™)
became effective. The Plan of Reorganization fundamentally changed the operations of the Company and
resulted in the restructuring of the Company’s long-term debt.

In accordance with the Plan of Reorganization, the Company leased all of its generating facilities
to Western Kentucky Energy Corp. (“WKEC”), a wholly-owned subsidiary of LG&E Energy Corp.
(LG&E, and subsequently E.ON U.S.,, LLC (“E.ON”). WKEC assumed and agreed to perform and
discharge all of the Company’s obligations under these assets that first arose or accrued on or after the
effective date of the Plan of Reorganization. In addition to assuming responsibility for operation of the
generating facilities owned by the Company, WKE Station Two Inc. (“WKE Station Two”), another
wholly owned subsidiary of LG&E, assumed responsibility for the operation of Station Two and the
Company’s obligation to purchase power from Station Two under the Station Two Power Sales Contract.
Pursuant to the Plan of Reorganization, WKEC and WKE Station Two (which was subsequently merged
into WKEC) became responsible for the Company’s prior responsibilities to operate and maintain the
generating facilities owned by the Company and Station Two. Capital costs for these generating facilities
were shared by WKEC and the Company in several different ratios depending upon whether or not the
capital expenditures were incurred in order to comply with a state law enacted after the effective date of
the Plan of Reorganization or a revision or change of an existing law enacted after such date. Operation
and maintenance costs, including fuel, were, for the most part, the responsibility of WKEC.

The Plan of Reorganization (the “LG&E Arrangements™) also included a power purchase
agreement (the “LEM Power Purchase Agreement”) between the Company and LG&E Energy Marketing
Inc. (“LEM™). The LEM Power Purchase Agreement established minimum hourly and annual power
purchase amounts that Big Rivers was required to take and certain maximum hourly and annual power
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purchase amounts that LEM was required to make available to the Company. The Company paid
specified fixed rates for power purchased under the LEM Power Purchase Agreement that were not
dependent upon market prices for electric power and energy nor the costs associated with power and
energy generated by the generating facilities owned by the Company and operated by WKE Station Two.

Throughout the duration of the LG&E Arrangements Big Rivers received lease payments from
WKEC of approximately $31 million annually. These lease payments were subject to adjustment for
certain environmental costs and changes in the amount of power available to Big Rivers from LEM. The
Company was responsible for 70% of all property taxes on the generating facilities leased to WKE Station
Two during the LG&E Arrangements and WKEC paid 30%.

The Plan of Reorganization required LEM to pay Big Rivers an average of approximately $18
million annually, which amount corresponded to the estimated margins the Company had anticipated to
realize from sales to its Members to supply the loads of the Smelters. The Plan of Reorganization also
required the transfer of responsibility for providing the wholesale power and energy to Kenergy necessary
to serve the needs of the Smelters from Big Rivers to LEM.

The Company provided transmission service to the Members and Non-Members pursuant to its
Open Access Transmission Tariff (“OATT”). Under the LG&E Arrangements, LEM paid Big Rivers a
minimum $5 million annually for transmission service.

Unwind of LG&E Arrangements

In March 2007, Big Rivers executed a Transaction Termination Agreement (the “Termination
Agreement”) among LEM, WKEC and Big Rivers setting forth the term and conditions upon which the
Company and E.ON agreed to terminate the LG&E Arrangements (the “Unwind”).  Protracted
negotiations with creditors, governmental agencies, the Smelters and others followed the execution of the
Termination Agreement. The closing of the Unwind took place on July 16, 2009.

Summary of Major Provisions of Unwind

In connection with the closing of the Unwind, E.ON compensated Big Rivers with approximately
$864.6 million of value and Big Rivers took certain other actions as set forth below:

e E.ON made a cash payment to the Company of approximately $506.7 million. This amount
represented (1) a termination payment by WKEC to the Company to compensate it for the
risks associated with assuming responsibility for the operation of the Company’s owned
generating: facilities and Station Two and (2) the netted amount of various payment
obligations by both WKEC and the Company contemplated by the Termination Agreement.

o  WKEC waived the requirement in the LG&E Arrangements that the Company make a
payment at the expiration or early termination of the LG&E Arrangements in respect of the
residual value of WKEC’s capital contributions to the Company’s owned generating facilities
and Station Two. Additionally, WKEC conveyed to the Company certain utility plant assets
used in connection with the operation of the Company’s owned generating plants previously
leased to WKEC. The value of these items was approximately $188.0 million.
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e The Company established three reserves, (1) an economic reserve with an initial principal
amount equal to $157 million (the “Economic Reserve”), (2) a second economic reserve with
an initial principal amount equal to $60.9 million (the “Rural Economic Reserve”), and (3) a
transition reserve with an initial principal amount equal to $35 million (the “Transition
Reserve”). The Economic Reserve and Rural Economic Reserve accounts were established
to help the Company cushion the effect of any potential future rate increases for fuel,
environmental, and purchase power expenses on its rates to the Members for service to their
non-Smelter members. The Transition Reserve account was established as a financial reserve
account that would help the Company mitigate financial costs, if any, associated with the
termination of the Smelter Agreements by a Smelter. In 2011 Big Rivers used the $35
million from the Transition Reserve to prepay a portion of its Rural Utilities Service (“RUS”)
related debt and Big Rivers will use a portion of the proceeds of a bank loan to replenish the
Transition Reserve. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — Executive Overview.”

e WKEC conveyed to the Company a flue gas desulphurization (“FGD”) system which had
recently been constructed at the Company’s Kenneth C. Coleman Plant (the “Coleman
Plant™). The value ascribed to the flue gas desulphurization facility was approximately $98.5
million.

e  WKEC conveyed to the Company personal property and inventories of coal, petroleum coke,
fuel oil, lime, limestone and spare parts, and materials and supplies. The value of these items
was approximately $55.0 million.

¢ WKEC forgave a promissory note of approximately $15.4 million the Company owed to
LEM.

e  WKEC conveyed to the Company 14,000 sulfur dioxide (“SO,”) allowances allotted by the
United States Environmental Protection Agency (“EPA”) with a fair market value of
approximately $1.0 million on July 16, 2009.

» The lease of the generating facilities to WKEC and all the other property interests of WKEC
and LEM in the generating facilities previously leased to WKEC were terminated.

e The Station Two Agreement was terminated and the Company resumed its responsibility to
operate Station Two and to purchase the output of Station Two in excess of the City’s
requirements in accordance with the Station Two Power Sales Contract.

Change in Capital Structure Resulting from Unwind

On July 16, 2009, the Company prepaid $140.2 million of the indebtedness it owed to the RUS
and the schedule of maximum permitted outstanding balances on the amortizing debt the Company owed
to the RUS was adjusted. The non-interest bearing RUS Series B Note was also restructured in concert
with the Unwind into a single “bullet” payment due December 31, 2023. The Company’s debt to RUS
was incurred primarily to finance its generating assets. In connection with the Unwind the Company
obligated itself to reduce the maximum permitted outstanding balances of its RUS debt by $60.0 million
by October 1, 2012 and $200.0 million by January 1, 2016. The Company is using the proceeds of certain
bank loans to satisfy these obligations. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — Executive Overview.”
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The chart set forth below shows the impact of the Unwind on the Company’s outstanding debt.

Pre-Unwind Unwind Close Post-Unwind
Debt Instrument Balance Transaction Balance
(In miilions of dollars)

RUS Series A Note $ 7400 $140.2 $599.8

RUS Series B Note 106 5 0.0 106 5

LEM Settlement Note 154 154® 00

PMCC Note 124 12 4% 00

County of Ohio, Kentucky, promissory note (1983 Series) 588 0.0 588
1983 Series Pollution Control Bonds

County of Ohio, Kentucky, promissory note (2001 A Series) 833 00 83.3

2001A Series Pollution Control Bonds

$1,016.4 $168.0 $848.4

(1) Big Rivers payment to RUS on Unwind closing date
(2) Forgiveness of debt by E.ON
(3) Big Rivers payment to Philip Morris Capital Corporation on Unwind closing date

As a result of the Unwind, the Company went from an equity to total capitalization ratio of -19%
as of December 31, 2008, to 35.3% as of December 31, 2011.

Resumption of Operational Responsibilities in Connection with Generating Facilities

In connection with the Unwind, the lease of the Company generating facilities to WKEC was
terminated and the Company resumed responsibility for the operation of its generating facilities. Thus,
the Company assumed responsibility for the risks associated with such operation (e.g. fuel, capital costs
associated with change in law). The Company intends to use the output of its generating facilities to
supply the needs of the Members, including approximately 850 MW of power that is necessary for
Kenergy to supply its contractual obligations to the Smelters, which were primarily serviced by LEM
prior to the Unwind. See “THE SMELTER AGREEMENTS” and APPENDIX D ~ “SUMMARY OF
CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.” Power and energy generated above
the Members’ requirements will be sold into the wholesale power market.

Wholesale Power Contracts with Members

Each of Meade, Jackson Purchase and Kenergy is party to a wholesale power contract with Big
Rivers (the “All Requirements Contracts”) providing that Big Rivers sells and delivers to the Member,
and the Member purchase and receive from Big Rivers, all the electric power and energy which the
Member requires for the operation of the Member’s system (except Kenergy’s requirements for the
Sinelters) to the extent that Big Rivers has power and energy and facilities available. The term of each
All Requirements Contract extends through December 31, 2043 and neither of the parties may unilaterally
terminate the contract, without cause, prior to such date. Each All Requirements Contract may be
terminated by either party thereto after December 31, 2043, upon six months’ notice.

The All Requirements Contracts require each Member to pay the Company monthly for capacity
and energy furnished. The All Requirements Contracts provide that if a Member fails to pay any bill by
the first business day following the twenty-fourth day of the month, the Company may, upon five (5)
business days’ written notice, discontinue delivery of electric power and energy. The All Requirements
Contracts also provide that, so long as any notes and note guarantees are outstanding from the Company
to the RUS, the Member may not reorganize, dissolve, consolidate, merge, or sell, lease or transfer all or a
substantial portion of its assets unless it has either (i) obtained the Company’s written consent and the
written consent of the RUS, or (ii) paid a portion of the outstanding indebtedness on the notes and the
Company’s other commitments and obligations then outstanding, such portion to be determined by the
Company with RUS approval. The All Requirements Contracts may only be amended with the approval
of the RUS and upon compliance with such other reasonable terms and conditions as the Company and
RUS may agree.
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Each Member is required to pay the Company for capacity and energy furnished under its All
Requirements Contract in accordance with the Company’s established rates as approved by the Kentucky
Public Service Commission (“KPSC”). All Requirements Contracts with the Members provide that the
Company’s board of directors (the “Board of Directors™) establish rates to produce revenue sufficient, but
only sufficient, together with all of the Company’s other revenue, to pay the cost of operation and
maintenance of all of the Company’s generation, transmission and related facilities, to pay the cost of
capacity and energy purchased by the Company for resale, to pay the cost of transmission service, to pay
the principal of and interest on all the Company’s indebtedness and to provide for the establishment and
maintenance of reasonable financial reserves.

The All Requirements Contracts require the Company’s Board of Directors to review the rates at
least annually and to revise such rates as necessary to produce revenue as described above. Big Rivers
must give Members no less than thirty (30) days’ or more than forty-five (45) days’ written notice of
every rate revision. The Company’s electric rate revisions are subject to the approval of the RUS and the
KPSC, after which the Members are permitted to incorporate such rate changes into their own rate
structures. See “RATE AND ENVIRONMENTAL REGULATION — Kentucky Rate Regulation” for
information relating to rate regulation by the KPSC.

Smelter Agreements with Kenergy

In addition to the All Requirements Contracts, Big Rivers and Kenergy are parties to two
wholesale electric service agreements under which the Company provides a fixed amount of power and
energy of 850 MW that is necessary for Kenergy to supply its contractual obligations to the Smelters
through December 31, 2023. These agreements are exceptions to the “all requirements” obligations in the
All Requirements Contracts with Kenergy. See “THE SMELTER AGREEMENTS” and APPENDIX D
~“SUMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.”

Existing Generation and Transmission Resources

The Company owns interests in seven base load coal-fired generating units and one oil- or natural
gas-fired combustion turbine generating unit, all of which are in commercial operation. These units
provide the Company with approximately 1,444 MW of capacity. See “GENERATION AND
TRANSMISSION ASSETS - Generation Resources” for a discussion of the Company’s existing
generation facilities. The Company also has a variety of purchase arrangements, including the Station
Two Power Sales Contract with the City of Henderson and a contract with (the “SEPA Contract”) the
Southeastern Power Administration (“SEPA”™), which together supply the Company with up to 375 MW
of power. The Company purchases 197 MW from HMP&L pursuant to the Station Two Power Purchase
Agreement and up to 178 MW under the SEPA Contract. The Company normally uses its entitlement
under the SEPA Contract for peaking; however, as a result of problems with certain dams on the
Cumberland River hydro system, the Company’s capacity entitlement has been suspended and the
Company currently is receiving only energy. See “GENERATION AND TRANSMISSION ASSETS —
Other Power Supply Resources” for a discussion of the Company’s power purchase arrangements. The
Company also owns 1,266 miles of transmission lines and 22 substations and has additional access to
approximately 100 MW of firm transmission service through an agreement with another utility. The
Company is a participant in the Midwest Independent System Operator, Inc. (“MI1SO”). MISO is a non-
profit regional transmission organization operating in 13 states in the Midwest United States and
Manitoba, Canada. MISO has functional control of the operation of its participants transmission facilities
of 100 kilovolts (“kV™). In addition to operating the bulk transmission system of its participants, MISO
also operates the Midwest Market (the “MISO Market™). In the MISO Market, the Company and other
participants submit day-ahead or real-time bids and offers for the purchase or sale of energy at various
locations. MISO then directs each MISO Market participant whether to operate its generation facilities
and determines the price of energy at each location for a particular time period.
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SELECTED FINANCIAL DATA

The following financial data present selected information relating to the Company’s financial
condition and results of operations. The Balance Sheet data as of December 31, 2011 and 2010 and the
Statement of Revenues and Expenses data for years ended December 31, 2011, 2010 and 2009 were
derived from the Company’s audited financial statements included in APPENDIX A. The Balance Sheet
data as of December 31, 2009 and the Statement of Revenues and Expenses data for the years ended
December 31, 2008 and 2007 were derived from the Company’s audited financial statements for those
years. The information shown below should be read in conjunction with the financial statements and the
related notes thereto in Appendix A. See “MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS.” ’

BIG RIVERS
STATEMENT OF REVENUES AND EXPENSES

(dollars in thousands)

Year Ended December 31,

(Audited)
2011 2010 2009 2008 2007
Operating revenues:
Member tariff electric energy revenues $456,351 $432,100 $259,579 $114513 $113,281
Other electric energy revenues... ... . 102,021 82,390 67,151 90,006 148,611
Lease revenue . - - 32,027 58,423 58,265
Other operating revenues R 3,617 1 2,834 14,603 10,239 9,713
Total operating revenues . ) 561,989 527,324 373,360 273,181 329,870
Operating expenses:
Operations:
Fuel for electric generation R 226,229 207,749 80,655 o ) -
Power purchased and interchanged . 112,262 99,421 116,883 114,643 169,768
Production, excluding fuel 50,410 52,507 22,381 e -
Transmission and other 39,085 35,273 35,444 28,600 27,196
Maintenance ... .. ... .. 47,718 46,880 29,820 4258 4,240
Depreciation and amortization . 35,407 34,242 32,485 31,041 30,632
Total operating expenses : 511,111 476,072 317,668 178,542 231,836
Electric operaling margins R 50,878 51,252 55,692 94,639 98.034
Interest expense and other.
Interest, net of capitalized interest , 45,226 46,570 59,898 65,719 60,932
Interest on obligations related to long-term
lease o - - e 6,991 9919
Amort of loss from termination of lease - - 2,172 811 o
Income tax expense 100 259 1,025 5,934 -
Other, net : ] 220 166 112 123 103
Total interest expense and other 45,546 46,995 63,207 79,578 70,954
Operating margin before non-operating,
margin. . .. 5332 4257 (7,515) 15,061 27,080
Non-operating margin.
Interest income on restricted investments
under long-term lease - - - 8,742 12,481
Gain on “Unwind” Transaction. . - - 537,978 - -
Interest income and other . 268 2,734 867 4,013 7,616
Total non-operating n]argin 268 2,734 538,845 ]2,755 20,097
Net margin ) L ) $5,600 $6,991 $531,330 $ 27816 $ 47,177

" Includes Domtar cogenerator backup power revenues.
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Assets:
Utility plant, net ..
Restricted investments under long-term lease
Restricted Investments — Member rate mitigation
Other deposits and investments, at cost .
Current Assets:

Cash and cash equivalents. .

Accounts receivable

Fuel inventory

Non-fuel inventory

Prepaid expenses ..

Total current assets
Deferred loss—termination of sale-leaseback
Deferred charges and other

Total assets.

Equities (Deficit) and Liabilities:
Capitalization:

Equities (deficit)

Long-term debt

Total capitalization

Current liabilities:

Current maturities of long-term debt and obligations

Notes payable

Purchased power payable

Accounts payable

Accrued expenses

Accrued interest
Total current liabilities

Deferred credits and other.

Regulatory liabilities ~ Member rate mitigation
Other

Total deferred credits and other

Total equities and liabilities

BALANCE SHEET

(dollars in thousands)

December 31,
(Audited)
2011 2010 2009
$1,092,063 $1,091,566 $1,078.274
163,162 217,562 243225
5911 5473 5,342
44,849 44,780 60,290
44,287 45,905 47,493
33,894 37,328 37,830
25,295 23218 20,412
4217 2,502 3233
152,542 153,733 169,258
4,244 3,851 9,384
$1,417,922 $1,472,185 $1,505,483
$389,820 $386,575 $379,392
714,254 809,623 834,367
1,104,074 1,196,198 1,213,759
72,145° 7373 14,185
- 10,000 -
1.878 1,516 3,362
28,446 29,782 30,657
10,380 10,627 9,864
9,899 11,134 9,097
122,748 70,432 67,165
169,001 185,893 207,348
22,099 19,662 17,211
191,100 205,555 224,559
$1,417,922 $1,472,185 $1,505,483

? Includes $60 million due to the RUS by October 1, 2012, that the Company intends to refinance with the proceeds

of certain bank loans.
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CAPITALIZATION

The Company’s capitalization derived from the financial statements included in APPENDIX A is

as follows:

Long-Term debt:
Secured by the Mortgage Indenture:
RUS Series A Note
RUS Series BNote..... .. ...........
1983 Series Poliution Control Bonds .
2001 A Series Pollution Control Bonds

Total long-term debt
Less, current portion .
Total long-term debt, excluding current portion ...
Equity:
Accumulated Margins . . e R
Other Equities and Accumulated Other Comprehensive Income

Total Equities
Total capitalization

[Remainder of page intentionally left blank]

v

 Includes $60 million due to the RUS by October 1, 2012, that the Company intends to refinance with the proceeds

of certain bank loans.
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December 31,
(Audited)
2011

(in thousands)

$521,250
123,049
58,800
83,300

$786,399
72,145

714,254

397,098
(7,278)
$389,820

$1,104,074




MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Caution Regarding Forward Looking Statements

This Disclosure Statement contains forward-looking statements regarding matters that could have
an impact on the Company’s business, financial condition and future operations. These include
statements regarding expected capital expenditures, sales to Members, and liquidity and capital resources.
Some forward-looking statements can be identified by use of terms such as “may,” “will,” “expects,”
“anticipates,” “believes,” “i projects,” “plans,” or similar terms. These forward-looking

k-1 &L

intends,
statements, based on the Company’s expectations and estimates, are not guarantees of future performance
and are subject to risks, uncertainties, and other factors that could cause actual events or results to differ
materially from those expressed in these statements. These risks, uncertainties, and other factors include,
but are not limited to, general business conditions, changes in demand for power, federal and state
legislative and regulatory actions and legal and administrative proceedings, changes in and compliance
with environmental laws and policies, weather conditions, the cost of commodities used in Big Rivers’
industry and unanticipated changes in operating expenses, capital expenditures and tax liabilities. Some
of the factors that could cause the Company’s actual results to differ from those anticipated by these
forward-looking statements are described under the caption “RATE AND ENVIRONMENTAL
REGULATIONS.” Any forward-looking statement speaks only as of the date on which the statement is
made, and the Company undertakes no obligation to update any forward-looking statement or statements
to reflect events or circumstances after the date on which the statement is made even if new information
becomes available or other events occur in the future.

Executive Overview

Under the Unwind, the Company obligated itself to reduce the maximum permitted balances of
its RUS Series A Note by $60.0 million on October 1, 2012 and $200.0 million on January 1, 2016. The
Company expects to meet these obligations through the issuance of long-term debt. The Company also
has significant projected capital expenditures including approximately $283.5 million in pollution control
expenditures in order to keep its coal-fired units in compliance with various EPA standards. Big Rivers
sought KPSC approval for its 2012 environmental compliance plan (“ECP”) in an April 2012 filing. Big
Rivers expects to finance the costs of the ECP using an unsecured line of credit as bridge financing to
permanent, long-term financing. The Company also has a $50.0 million unsecured revolving credit
agreement with CoBank ACB (“CoBank™) that expires July 16, 2012, that it is seeking to renew for a five
year term as described below.

The Company has entered into letters of intent with CoBank and the National Rural Utilities
Cooperative Finance Corporation (“CFC”). Big Rivers will borrow $235 million from CoBank in the
form of a secured term loan. Also, Big Rivers will enter into an unsecured revolving credit agreement
with CoBank to replace its current revolving credit agreement with CoBank. Big Rivers will borrow
$302 million from CFC under a secured term loan. On July 2, 2012 Big Rivers borrowed $25 million
under the existing CFC revolving credit agreement and prepaid that amount on the RUS Series A Note.
Big Rivers plans to repay this borrowing in connection with the closing of the bank loans. The proceeds
of both the CFC and the CoBank loans will be used primarily to prepay a portion of the RUS Series A
Note. It is expected that the application of the prepayment, together with the use of a portion of the
proceeds of the CFC and the CoBank loans will result in the reduction of the maximum debt balance on
the RUS Series A Note from $561.6 million to $84.6 million. A portion of the CoBank loan will also be
used to replenish the Transition Reserve investment account in the amount of $35 million. Big Rivers
expects to use a combination of loan proceeds, cash flows from operations, secured debt offerings in the
public debt market and/or loans from the Federal Financing Bank (“FFB”) guaranteed by RUS to finance
its operating costs and its capital expenditures, including the ECP, through 2015.
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On March 28, 2012, Big Rivers filed an application to the KPSC seeking approval to issue both
secured and unsecured debt in connection with the CoBank and the CFC loans. The application was
approved May 25, 2012, and Big Rivers plans to close the loans July 27, 2012. Since the closing is not
scheduled until later this month, the Company and CoBank have extended the term of the expiring
CoBank revolving credit agreement for a period of six months.

The Company is currently forecasting a MFI Ratio (as defined herein under the caption
“Cooperative Operations — Coverage Ratio”) of 1.10 for 2012, as required by the Indenture dated as of
July 1, 2009, as supplemented and amended (the “Mortgage Indenture”), which MFI Ratio will result in
net margins of $4.5 million. During the year ended December 31, 2011, Big Rivers achieved net margins
of approximately $5.6 million and the MF1 Ratio was 1.12.

Critical Accounting Policies
General

The Company prepares its financial statements in conformity with accounting principles
generally accepted in the United States. Management exercises judgment in the selection and application
of these principles, including making certain estimates and assumptions that impact the Company’s
results of operations and the amount of its total assets and liabilities reported in the Company’s financial
statements. The Company considers critical accounting policies to be those policies that, when applied by
management under a particular set of assumptions or conditions, could materially impact the Company’s
financial results if such assumptions or conditions were different than those considered by management.
Set forth below are certain accounting policies that are considered by management to be critical and to
possibly involve significant risk, which means that they typically require difficult, subjective or complex
judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. Other significant accounting policies and recently issued accounting standards are discussed in
Note One — “Significant Accounting Policies” of Notes to Financial Statements in APPENDIX A.

Use of Accounting Policies and Estimales

The application of accounting policies and estimates is a continuing process. As the Company’s
operations change and accounting guidance evolve, its accounting policies and estimates may be revised.
The Company has identified a number of critical accounting policies and estimates that require significant
judgments. The Company bases its judgments and estimates on experience and various other assumptions
that the Company believes are reasonable at the time of application. The Company’s judgments and
estimates may change as time passes and more information about the environment in which it operates
becomes available. If actual results are different than the estimated amounts recorded, adjustments are
made taking the new information into consideration. The Company discusses its critical accounting
policies, significant estimates and other certain accounting policies with the Board of Directors, as
appropriate. The Company’s critical accounting policies and significant estimates are discussed below.

Regulatory Accounting

The Company’s accrual basis accounting policies follow the Uniform System of Accounts as
prescribed by RUS Bulietin 1767B-1, as adopted by the KPSC. These regulatory agencies retain
authority over the Company and periodically issue orders and instructions on various accounting and
ratemaking matters. The Company’s operations meet the criteria for application of regulatory accounting
treatment. As a result, the Company records approved regulatory assets and liabilities that result from the
regulated ratemaking process that would not ordinarily be recorded under Generally Accepted Accounting
Principles. The Company had no Regulatory Assets at December 31, 2011 and the Company’s
Regulatory Liabilities were $169.0 million. Regulatory assets generally represent incurred costs that have
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been deferred because such costs are probable of future recovery in Member rates. Regulatory liabilities
generally represent amounts established by the Company’s regulator to mitigate the net effect on the
Members of fuel and environmental surcharges and surcredits. These amounts are recorded in revenue as
the underlying fuel and environmental costs are incurred. The Company continually assesses whether any
regulatory account it has is probable of future recovery or refund by considering factors such as
applicable regulatory environment changes, historical regulatory treatment for similar costs, recent rate
orders to other regulated entities and the status of any pending or potential legislation. Based on this
continual assessment, the Company believes its existing regulatory liabilities are probable of future
refund. This assessment reflects the current political and regulatory climate at the state level, and is
subject to change in the future. If future recovery of a regulatory asset or refund of a regulatory liability
ceases to be probable, the asset or liability write-off would be recognized in operating income.

Revenue Recognition

Revenues on sales of electricity are recognized as earned when the electricity is provided.
Revenues under the wholesale power contracts for sales to Members including the Smelter Agreements
are based on month-end meter readings and billed the month following the month of service.

Off-Balance Sheet Arrangements
The Company had no off-balance sheet arrangements as of December 31, 2011.
Accounting for Loss Contingencies

The Company is involved in certain legal and environmental matters that arise in the normal
course of business. In the preparation of its financial statements, the Company makes judgments
regarding the future outcome of contingent events and records a loss contingency when it is determined
that it is probable that a loss has occurred and the amount of the loss can be reasonably estimated. The
Company regularly reviews current information available to determine whether any such accruals should
be adjusted and whether new accruals are required. Contingent liabilities are often resolved over long
periods of time. Amounts recorded in the financial statements may differ from the actual outcome once
the contingency is resolved, which could have a material impact on the Company’s future operating
results, financial position or cash flows. The Company had no contingent matters requiring accrual at
December 31, 2011.

Depreciation of Utility Plant

Utility plant is recorded at original cost. Replacements of depreciable property units are also
charged to utility plant. Replacements of minor items of property are charged to maintenance expense.
The Company performed a depreciation study in 1998 that resulted in depreciation rates based on
extended remaining service lives. Depreciation of utility plant is recorded using the straight-line method
and rates based on the estimated remaining years of service determined by such study. This study, which
significantly reduced depreciation expenses, was approved by the KPSC and the RUS in 1998 and made
effective as of July 1, 1998. These depreciation rates remained in effect up to December 1, 2011,

On March 1, 2011, the Company filed a new depreciation study with the KPSC as part of a
request for approval of an increase in member rates. The new depreciation study, which was approved by
the KPSC in its order dated November 17, 2011, resulted in an 11% increase in depreciation expense and
became effective December 1, 2011.
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Accounting for Income Taxes

The Company was formed in 1961 as a tax exempt cooperative under section 501(c)(12) of the
Internal Revenue Code. To retain exempt status, at least 85% of the Company’s receipts must be
generated from transactions with the Members. In 1983, sales to Members did not meet the 85%
requirement due to sales to Non-Members. Since 1983, the Internal Revenue Service (“IRS™) considers
the Company a taxable organization. Beginning with 2010, post-Unwind, the Company believes that its
sales to Members satisfy the 85% requirement and the Company now could qualify for exempt status. In
order to qualify for exempt status the Company would need to apply to the IRS. The Company has no
current intentions of applying for exempt status. The Company is also subject to Kentucky income tax.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to
temporary differences between the book basis and tax basis of assets and liabilities. Deferred tax assets
and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in
which those temporary differences are expected to reverse, be recovered or be settled. The probability of
realizing deferred tax assets in the future is based on forecasts of future taxable income and the use of tax
planning that could impact the Company’s ability to realize deferred tax assets. 1f future utilization of
deferred tax assets is uncertain, a valuation allowance may be recorded against them.

In assessing the likelihood of realization of its deferred tax assets, the Company considers
estimates of the amount and character, patronage or non-patronage, of future taxable income. Actual
income taxes could vary from estimated amounts due to the impacts of various items, including changes
in income tax laws, the Company’s forecasted financial condition and results of operations in future
periods, as well as results of audits and examinations of filed tax returns by taxing authorities. Although
the Company believes its assessment of its income tax estimates are reasonable, actual results could differ
from the estimates.

At December 31, 2011, the Company reported deferred tax assets of $53.9 million, of which
$12.8 million related to net operating losses and $19.7 million related to the RUS Series B Note. At
December 31, 2011, accrued net operating losses totaled $32.4 million, expiring at various times
between years 2011 and 2031. Additionally, at December 31, 2011, the Company reported deferred tax
liabilities of $9 thousand resulting from pollution control bond refunding costs.

Pension and Other Postretirement Benefits

The Company has noncontributory defined benefit pension plans covering approximately 100 of
its 627 member work force. The salaried employees defined benefit pension plan was closed to new
entrants effective January 1, 2008, and the bargaining employees defined benefit pension plan was closed
to new hires effective November 1, 2008. For those not covered in the defined benefit plans, the
Company established base contribution accounts in the defined contribution thrift and 401(k) savings
plans, which were renamed the retirement savings plans. The base contribution account is funded by
employer contributions based on graduated percentages of the employee’s pay, depending on age.

The Company also provides certain postretirement medical benefits for retired employees and
their spouses. Generally, except for retirees who were part of the generation union, the Company pays
85% of the premium cost for all retirees age 62 to age 65. It pays 25% of the premium cost for spouses
under age 62. For salaried retirees age 55 to age 62, the Company pays 25% of the premium cost.
Beginning at age 65, the Company pays 25% of the premium cost if the retiree is enrolled in Medicare
Part B. For each generation bargaining retiree, the Company establishes a retiree medical account at
retirement equal to $1,200 per year of service up to 30 years (§1,250 per year for those retiring on or after
January 1, 2012). The account balance is credited with interest based on the 10-year Treasury Rate
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subject to a minimum of 4% and a maximum of 7%. The account is to be used for the sole purpose of
paying 100% of the premium cost for the retiree and spouse.

The calculations of defined benefit pension expenses, other postretirement benefit expenses, and
pension and other postretirement benefit liabilities, require the use of assumptions. Changes in these
assumptions can result in different expenses and reported liability amounts, and future actual experience
can differ from the assumptions. The Company believes the most critical assumptions are the expected
long-term rate of return on plan assets and the assumed discount rate. Additionally, medical and
prescription drug cost trend rate assumptions are critical in estimating other postretirement benefits.

Funding requirements for defined benefit pension plans are determined by government
regulations. The Company’s defined benefit pension plans are fully funded for the purposes of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), and the Company has made
additional voluntary contributions. At December 31, 2011, for the defined benefit pension plans, the fair
value of plan assets exceeded the present value of the accumulated benefit obligation by $2.5 million.
The Company funds it’s other postretirement benefit plan obligations on a pay-as-you-go basis, on a cash
basis as benefits are paid. No assets have been segregated and restricted to provide for the other
postretirement benefits. At December 31, 2011, the present value of the projected benefit obligation for
the other postretirement benefit plans was $18.0 million.

Cooperative Operations
Utility Margins

The Company operates its electric business on a not-for-profit basis and, accordingly, seeks to
generate revenue sufficient to recover its cost of service and produce net margins sufficient to establish
reasonable financial reserves, meet financial coverage requirements and accumulate additional equity as
determined by the Board of Directors. Revenue in excess of expenses in any year is designated as net
margins in the Company’s Statements of Operations. The Company designates retained net margins in its
Balance Sheets as patronage capital which it assigns to each of its patrons, including the Members, on the
basis of its business with the Company. Any distributions of patronage capital are subject to the
discretion of the Board of Directors and restrictions contained in the Mortgage Indenture. See
APPENDIX C — “SUMMARY OF CERTAIN PROVISIONS OF THE MORTGAGE INDENTURE ~
Covenants.”

Rate Structure

Under the wholesale power contracts, the Members pay the Company for all power and energy
supplied at rates approved by the KPSC. The rates to all Members are bundled and include rates for
capacity (also referred to as demand), energy, transmission, ancillary service and other special rates. In
addition to the demand and energy rates, the Company has a fuel adjustment clause, an environmental
surcharge clause, and a purchased power adjustment clause for purchased power not recovered in the fuel
adjustment clause above a base amount under which it can increase or decrease charges to the Members
based on the variance between the Company’s actual cost and the cost included in its base rates. See
APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.”

Coverage Ratio
Subject to any necessary regulatory approvals, such as KPSC approval and RUS approval, if
required, the Mortgage Indenture requires the Company to establish and collect rates for the use or the

sale of the output, capacity or service of its electric generation and transmission system which are
reasonably expected to yield margins for interest, for the twelve-month period commencing with the
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effective date of the rates, equal to at least 1.10 times total interest charges on debt secured under the
Mortgage Indenture during that twelve-month period (the “MFI Ratio”). The MFI Ratio is calculated by
dividing the Margins for Interest for a period by the Interest Charges for such period. For the definition
of “Margins for Interest” and “Interest Charges” see APPENDIX C — “SUMMARY OF CERTAIN
PROVISIONS OF THE MORTGAGE INDENTURE - Covenants.” A failure by the Company to
actually achieve a 1.10 MFI Ratio will not itself constitute an Event of Default under the Mortgage
Indenture. A failure to establish Rates reasonably expected to achieve a 1.10 MFI Ratio, however, will be
an Event of Default if such failure continues for 30 days after the Company receives notice thereof from
either the Indenture Trustee or the holders of not less than 20% in principal amount of the outstanding
Mortgage Indenture Obligations, unless such failure results from the Company’s inability to obtain
regulatory approval. However, in order to issue additional Obligations under the Mortgage Indenture, the
Company must certify that its MFI Ratio was at least 1.10 during the immediately preceding fiscal year
(or, if the certification is made within 90 days of the end of a fiscal year, the second preceding fiscal year)
or during any consecutive 12-month period within the 15 month period immediately preceding the request
for the issuance of additional Mortgage Indenture Obligations. The 2011 net margins were $5.6 million
and the MFI Ratio was 1.12.

Results of Operations
Sales to Members

Electric sales to the Members are made pursuant to wholesale power contracts with each
Member. The table below sets forth the Sales to Members in MWhs for 2011, 2010 and 2009. The
Smelter sales are shown both before and after the closing of the Unwind. Before the closing of the
Unwind, the Company supplied only a small portion of the Smelters’ needs. Since the Unwind, the
Company supplies 850 MW of the Smelters’ needs. The wholesale rate to Kenergy for the Smelters
averaged $44.48 per MWh for 2011, $44.05 per MWh for 2010 and $46.22 per MWh for 2009.

Rural Member sales include residential and commercial loads. The 2011 rural Member sales
reflect a .11 million MWh decline or a 4.44% decrease from 2010. This decline is attributable to the mild
weather in 2011. The 2010 rural member sales reflect a .24 million MWh increase or a 10.71% increase
from 2009 primarily due to the hot summer weather. Industrial Member sales were relatively flat over the
three year period.

Smelter sales in 2011 were .50 million MWh or 7.87% higher than 2010. The increase is
primarily due to restarting an idle potline at Century. Smelter sales in 2010 were 2.88 million MWh or
83.00% higher than 2009, reflecting a full year of post-Unwind sales.

Sales to Members
(in millions of MWhr)

2011 2010 2009
Rural Member ........cocceevviniininncnenn, 2.37 2.48 2.24
Industrial Member*............cocceneee. 0.97 0.93 0.92
Smelter (Pre-Unwind) ..o 0.00 0.00 0.58
Smelter (Post-Unwind)......c...coceeenee. 6.85 6.35 2.89
10.19 9.76 6.63

*Excludes Domtar cogeneration backup power.
Sales to Non-Members
The table below sets forth the Sales to Non-Members in megawatt-hours for 2011, 2010 and

2009. After the closing of the Unwind on July 16, 2009, the Company had access to all of the generation
available from its production assets, which enabled it to sell any excess on the open market. The excess
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generation was sold in the market to third parties. Non-Member sales in 2011 reflect a .85 million MWh
or 38.46% increase from 2010 due to a full year of MISO membership. The 2010 Non-Member sales are
1.04 million MWh or 88.89% higher than 2009, reflective of a full year of post-Unwind operations.

Sales to Non-Members

(in millions of MWhr)
2011 2010 2009
Non-Member........coeeveinercrennnns 3.06 2.21 1.17

*Includes Domtar cogeneration backup power.

Other Revenue

The table below sets forth the Other Revenue for 2011, 2010 and 2009. After the closing of the
Unwind on July 16, 2009, the lease payments from E.ON for the Company’s generation assets were
terminated, resulting in a decrease of $32.0 million in 2010. In December 2010, Big Rivers became a
member of MISO. As a result, other operating revenue declined in the subsequent year. Other operating
revenue in 2011 was $9.2 million or 71.82% lower than 2010 due to the first full year of MISO
membership. Prior to MISO membership, other operating revenue was an equal off-set to certain related
operating expenses below. Increases and decreases were due to changes in transmission revenue from the
Company’s internal Non-Member energy services departmental activities. Since entrance into MISO,
other operating revenue provides only a partial offset to the related operating expenses.

Other Revenue
(in thousands)

2011 2010 2009
Lease revenue.......ooveeeeerneennnn., e - $32,027
Other operating revenue............. $3,617 $12,834 14,603
$3,617 $12,834 $46,630

Operating Expenses

The table below sets forth the Operating Expenses for 2011, 2010 and 2009. Fuel, production
and maintenance expenses in 2011 were $17.2 million or 5.61% higher than in 2010. Higher fuel expense
resulting from increased generation and higher fuel pricing was the primary driver. These expenses were
$174.3 million or 131.18% higher in 2010 than in 2009 due to the first full year of post-Unwind
operation. After the closing of the Unwind on July 16, 2009, the Company became responsible for the
operating expenses for the generating fleet. The 2011 power purchased was $12.8 million or 12.92%
higher than 2010 as a result of the first full year of MISO membership. The 2010 power purchased was
$17.5 million or 14.94% lower than in 2009. Prior to the Unwind, the Company purchased all of its
power while post-Unwind the Company primarily purchased replacement power. Transmission expenses
for 2011 were $3.81 million or 10.81% higher than 2010 as a result of the first full year of membership
fees due to membership in MISO. Depreciation expense increased during the last 3 years as a result of a
higher capital balance being depreciated.
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Operating Expenses
(in thousands)

‘ 2011 2010 2009

Fuel for electric generation .......ccceeeeemmnvevnercniiens $226,229 $207,749 $ 80,655
Power purchased and interchanged...........ccooenee.. 112,262 99,421 116,883
Production, excluding fuel ..o, 50,410 52,507 22,381
Transmission and other .......coocevveevreeiirinnnnrcceneens 39,085 35,273 35,444
MAINLENANCE «.coieveeii e eeeieee e e e eeivesesreeee e e e sseaenns 47718 46,880 29,820
Depreciation ... 35,407 34,242 32,485

$511,111 $476,072 $317,668

Interest and Other Charges

The table below sets forth Interest and Other Charges for 2011, 2010 and 2009. The Company
paid RUS $140.2 million at closing of the Unwind, which served to decrease the Company’s interest
expense going forward. The Company continued to make debt service payments in 2010 and 2011,
including utilizing the $35 million from the Transition Reserve to prepay the RUS Series A Note in 2011.

Interest and Other Charges
(in thousands)

2011 2010 2009
Interest, net of capitalized interest........ccccevirnenns $45,226 $46,570 $59,898
Amort. of loss from termination of lease .............. - - 2,172
INCOME 1aX EXPENSE ....covrerriiiiriiinirnree et nie s 100 259 1,025
101515 U 1 1 SO SO 220 166 112
$45,546 $46,995 $63,207
Operating Margin

The table below sets forth the Operating Margin for 2011, 2010 and 2009. Operating Margin for
2011 was $1.1 million or 25.25% higher than 2010. During 2011 the KPSC issued an order approving an
increase in Member base electric rates resulting in a 6.19% increase in total Member revenue. The
increase was effective as of September 1, 2011. During 2011 Big Rivers also completed its first full year
of membership with MISO. The MISO administration fees largely offset the increase in net sales margin
in 2011. Operating Margin for 2010 was $11.8 million higher than 2009. After the closing of the
Unwind on July 16, 2009, a major 8.5 week planned outage for the D.B. Wilson Unit No. 1 Plant
(“Wilson Plant”)was completed in the fall. This expense, coupled with lower Member sales due to the
weather, resulted in the lower operating margin in 2009 versus 2010.

Operating Margin
(in thousands)
2011 2010 2009
Operating Margin........cccoccccceeee. $5.332 $4,257 $(7,515)

Non-Operating Margin

The table below sets forth the amount of Non-Operating Margins for 2011, 2010 and 2009. The
Non-Operating Margin in 2011 included interest income and patronage allocations. In addition to interest
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income and patronage allocations, the Non-Operating Margin in 2010 also included a write-off of the
reserve for obsolescence that was established for certain materials and supplies inventory upon the
Unwind closing. The Non-Operating Margin in 2009 resulted predominantly from the closing of the
Unwind.

Non-Operating Margin
(in thousands)

2011 2010 2009
Gainon Unwind ........cccoeeveevveerieeceenne - - $537,978
Interest income and other ............cucou. 268 $2,734 867
$268 $2,734 $538,845

Net Margin

The 2011 net margin was $1.4 million or 19.90% lower than 2010. Three items account for the
majority of the decline in 2011 net margin. First, 2011 reflects an additional expense of $4.6 million
related to a full year of MISO membership fees. Second, following a thorough analysis during 2010, the
balance of the reserve for obsolescence that was established for certain materials and supplies inventory
upon the Unwind closing was written off, resulting in a positive impact of $1.9 million to the 2010 net
margin. Third, largely offsetting the unfavorable expense variance is a $5.0 million increase in net sales
margin (electric sales revenue less variable cost) in 2011. This is principally due to the Member rate
increase and higher Smelter and off-system sales volumes in 2011, largely offset by lower market pricing
in off-system sales.

The 2010 net margin was $524.3 or 98.68% lower than 2009. While the 2009 net margin was
$531.3 million, when the one-time $538 million Unwind gain is excluded, 2009 reflected a $6.6 million
loss. There are three items that explain the majority of the $13.6 million net improvement, excluding
Unwind gain, in the 2010 net margin. First, interest expense reflected a $16.2 million favorable variance,
primarily due to a $222.1 million reduction in long-term debt since 2008. Second, the balance of the
reserve for obsolescence that was previously discussed was written off, resulting in a non-operating
margin of $1.9 million. Third, electric operating margin reflected a $4.4 million unfavorable variance for
the first full year of post-Unwind operations, principally due to a depressed market price for off-system
sales.

Net Margin
(in thousands)
2011 2010 2009
Net Margin........ooeeeecceenvncenseeeenns $5,600 $6,991 $531,330

Financial Condition
As of December 31, 2011 compared to December 31, 2010

The Company’s total assets decreased $54.3 million, to $1,417.9 million as of December 31,
2011, from $1,472.2 million as of December 31, 2010. The primary reasons are that in 2011 Big Rivers
used $35 million from the Transition Reserve to prepay a portion of its RUS Series A Note, and the
continuing use of the Economic Reserve to mitigate the non-smelter member rate impact stemming from
the fuel adjustment clause and the environmental surcharge. Regarding long-term debt, a $60 million
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bullet payment on the RUS Series A Note is due by October 1, 2012 and was reclassified from long-term
debt to current maturities in the balance sheet. As a result, working capital at December 31, 2011,
decreased $53.5 million and long-term obligations decreased by $95.3 million from 2010 primarily due to
the debt prepayment and current maturities. The Company will refinance the payment relating to the
RUS Series A Note with the proceeds of a bank loan.

Operating revenues for the year ended December 31, 2011, were $34.7 million higher than the
year ended December 31, 2010, as a result of a combination of off-system sales, Century restarting a
potline, and the Member base rate increase effective September 1, 2011. Operating expenses for 2011
increased to $511.1 as compared to $476.1 in 2010. Additional fuel expenses resulting from increased
generation and higher fuel pricing was the primary driver. Net margins were $5.6 million in 2011, a $1.4
million decline from 2010 primarily due to a full year of MISO membership fees, largely offset by the
improved net sales margin (electric sales revenues less variable costs) resulting from the Member base
rate increase.

As of December 31, 2010 compared to December 31, 2009

The Company’s total assets decreased to $1,472.2 million as of December 31, 2010, from
$1,505.5 million as of December 31, 2009, reflecting a voluntary prepayment of $23.9 million in 2010 on
the RUS Series A Note, which the Company has since clawed back by avoiding quarterly debt service
payments. As a result, working capital at December 31, 2010, decreased $18.8 million and long-term
obligations decreased by $24.8 million from 2009.

Operating revenues for the year ended December 31, 2010, were $153.9 million higher than the
year ended December 31, 2009, as a result of the first full year of operation after the Unwind. Operating
expenses for 2010 increased to $476.1 as compared to $317.7 in 2009, also the result of the first full year
of operation after the Unwind. Net margins were $7.0 million in 2010, a $524.3 million decline from
2009 resulting from the $538 million gain recorded in 2009 due to the July 16, 2009, Unwind closing.

As of December 31, 2009 compared to December 31, 2008

The Company’s total assets increased to $1,505.5 million as of December 31, 2009, from
$1,074.4 million as of December 31, 2008, reflecting cash and other compensation it received in
connection with the Unwind. Working capital at December 31, 2009 increased $119.6 million from that
of 2008 as a result of the Unwind. The Company’s long-term obligations decreased by $153.0 million
primarily reflecting the payment of $140.2 million on its 5.75% RUS Series A Note on the closing date of
the Unwind. The Company’s equity increased to $379.4 million as of December 31, 2009, from $(154.6)
million as of December 31, 2008, again reflecting compensation to the Company in connection with the
Unwind.

Operating revenues for the year ended December 31, 2009 were $373.4 million as compared to
$273.2 million for the year ended December 31, 2008 as a result of the increase in sales to the Smelters
after the Unwind Operating expenses for 2009 increased to $317.7 million as compared to $178.5 million
in 2008 as a result of increases in fuel, production, transmission and maintenance expenses after the
Unwind. Net margins were $531.3 million in 2009 compared to $27.8 million in 2008, primarily a result
of the Unwind.

Liquidity and Capital Resources

At December 31, 2011, the Company held cash and cash equivalents of approximately $44.8
million. The Company expects to rely upon its cash flows from operations and existing cash and cash
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equivalents, revolving credit agreements, and loan proceeds to fund its operating costs and capital
requirements during 2012.

In July 2009, the Company entered into a three year, $50.0 million unsecured revolving credit
agreement with CoBank. The CoBank credit agreement may be used for capital expenditures and general
corporate purposes. On April 30, 2012, the Company had no outstanding amount under the CoBank
credit agreement. Since the closing on its new revolving credit agreement with CoBank is not scheduled
until later this month, the Company has recently extended this facility until January 16, 2013. This
agreement will be replaced with a similar CoBank revolving credit agreement with a five year term
discussed under “MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS - Executive Overview.”

In July 2009, the Company entered into a five year, $50.0 million unsecured revolving credit
facility with CFC. The CFC credit agreement may be used for capital expenditures, general corporate
purposes or the issuance of letters of credit. As of April 30, 2012, letters of credit in the aggregate
amount of $6.8 million were outstanding under the CFC credit agreement. The Company recently drew
down $25 million under this facility and applied it to a portion of the $60.0 million reduction in the
maximum permitted balances of the RUS Series A Note due on October 1, 2012. The Company plans to
repay this borrowing in connection with the closing of the bank loans under “MANAGEMENT’S
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS —
Executive Overview.”

Amounts available under these revolving credit facilities are accessible should there be a need for
additional short-term financing. The Company expects that a combination of loan proceeds, cash flows
from operations, the existing cash and cash equivalents balance, revolving credit agreements and secured
debt offerings in the public debt market and/or RUS-guaranteed loans from the FFB will be sufficient to
fund its operating costs and capital requirements during 2012 through 2015.

For a discussion of financing for the Company’s projected capital expenditures, see “Budgeted
Capital Expenditures of Big Rivers Electric Corporation” and “Capital Requirements” below.

Budgeted Capital Expenditures of Big Rivers Electric Corporation

The Company annually budgets expenditures required for additional electric generation and
transmission facilities and capital for enhancement of existing facilities. The Company reviews these
projections frequently in order to update its calculations to reflect changes in future plans, construction
costs, market factors and other items affecting its forecasts. The actual capital expenditures could vary
significantly from the budget because of unforeseen construction, changes in resource requirements,
changes in actual or forecasted load growth or other issues. The Company’s 2012 approved budget for
capital expenditures, excluding the City’s share of Station Two and capitalized interest, is $82.6 million.
The Company’s long range capital plan details actual and projected construction requirements and system
upgrades of approximately $550.4 million, excluding the City’s share of Station Two and capitalized
interest, for the years 2012 through 2015 as follows:
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Budgeted Capital Expenditures*

2012 2013 2014 2015 Total
Environmental Additions $13.,894,230 $100,464,745 $130,000,000 $70,000,000 $314,358,975
Transmission 11,998,799 6,266,285 5,266,884 2,170,387 25,702,355
Generation 52,359,189 50,672,121 50,740,554 41,554,812 195,326,676
Administration 4,374,393 2,210,864 6,491,000 1,962,164 15,038,421
$82,626,611 $159,614,015 $192.498.438 $115,687,363 $550.,426,427

*Excludes the City's share of Station Two and capitalized interest

Some of the more significant capital investments in generation and environmental additions that
are represented in the table above for each year are as follows:

For 2012, major capital investments in the budget include $13.9 million on Cross-State Air
Pollution Rule (“CSAPR™) and Mercury and Other Air Toxins (“MATS”) related assets for
environmental compliance; $4.5 million for the Robert D. Green Plant (“Green Plant™) Units No. 1 and 2
FGD refurbishment project; $3.0 million for the finishing superheater project and $3.0 million for the
secondary air heater project at the Wilson Plant; $2.5 million is included for the Coleman Plant Unit
No. 1 hot reheat section tube replacement. Additionally, transmission expenditures include the two-way
radio project budgeted for $2.8 million and the White Oak substation project for $2.5 million.;

In 2013, major capital investments in the budget include $100.5 million on continued costs
related to the CSAPR and MATS projects to meet environmental standards; $2.8 million for the
continuation of the White Oak substation relating to transmission; $2.8 million for continued costs on the
Green Plant Units No. 1 and 2 FGD refurbishment project; $2.5 million for the Wilson Plant burner
replacement project. Additionally, the Coleman Plant had 3 major projects: $2.0 million for the water
treatment facility dike elevation, $2.0 million for the Coleman Unit No. 2 primary superheater and $2.5
million for the Coleman Unit No. 2 hot reheat tube replacement.

For 2014 and 2015, the major emphasis of capital spending in the budget will be the
environmental projects relating to the CSAPR and MATS. Budgeted spending for these environmental
projects will be $130.0 million in 2014 and $70.0 million in 2015.

Big Rivers expects to spend approximately $283.5 million from 2012 thru 2016 for projects
identified in its 2012 ECP submitted to the KPSC on April 2, 2012. Major components of this plan
include replacement of the FGD system at the Wilson Plant and installation of selective catalytic
reduction (“SCR”) equipment at Green Plant Unit No. 2.

Historically, RUS loan guarantees have provided the principal source of financing for generation
and transmission cooperatives. The availability and magnitude of RUS-guaranteed loan funds are subject
to annual federal budget appropriations and thus cannot be assured. Currently, RUS-guaranteed loan
funds are subject to increased uncertainty because of budgetary and political pressures faced by Congress.
The President’s budget proposal for fiscal year 2013 provides for $6.1 billion in loans - a reduction of
less than 10% from 2012 levels. Not more than $2 billion could be made available for environmental
improvements to fossil-fueled generation that would reduce emissions, with the remaining funding
limited to renewable energy, transmission, distribution and carbon-capture projects on generation
facilities, and low emission peaking units affiliated with energy facilities that produce electricity from
solar, wind and other intermittent sources of energy. Although Congress has historically rejected
proposals to dramatically curtail the RUS loan program, there can be no assurance that it will continue to
do so. Because of these factors, the Company cannot predict the amount or cost of RUS-guaranteed loans
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that may be available to it in the future. In addition, RUS has a moratorium on any loans for new base
load coal or nuclear generation. The Company also seeks borrowing opportunities to issue secured debt
in the public market, private and public, including tax-exempt bond financing, and borrowing from
banks.

Capital Requirements

The Company expects to finance substantially all of its projected capital expenditures for the
years 2012 through 2015 with a combination of loan proceeds, internally generated funds, revolving
credit agreements, secured debt offerings in the capital market and/or RUS-guaranteed loans.

Debt and Lease Obligations

Big Rivers’ long-term debt totaling $786.4 million as of December 31, 2011 is detailed in Note 4
(Debt and Other Long-Term Obligations) of the audited financial statements included in APPENDIX A.
Outstanding debt consists of the RUS Series A Note ($521.3 million), the RUS Series B Note ($123.0
million), and two pollution control issues (totaling $14 2.1 million) as described below.

The Company has outstanding $58.8 million County of Ohio, Kentucky Pollution Control
Refunding Bonds, Series 1983 (Big Rivers Electric Corporation Project) (the “Series 1983 Bonds™),
which bear interest at a variable rate. Currently, the Series 1983 Bonds are being held as bank bonds by
the liquidity provider, bearing an interest rate of 3.25%, as the remarketing agent has been unsuccessful at
marketing them at the prescribed maximum rate, 120% of the variable rate index. The Company also has
outstanding $83.3 million County of Ohio, Kentucky Pollution Control Refunding Revenue Bonds (Big
Rivers Corporation Project), Series 2010 Bonds which bear interest at a fixed interest rate of 6% per
annum,

The scheduled maturities of the Company’s long-term debt at December 31, 2011 were as

follows:
Payments Due by Period
Total 2012 2013 2014 2015 Thereafier
(in millions)
Long-Term Dbt $786 4 $72.1 $793 $217 $230 $590.3

(1) In the operation of its business the Company has various other contracts for the purchase of electricity that are not included m the table above
but are described elsewhere herein  For a discussion of the Company’s long-term power purchase obligations, see “GENERATION AND
TRANSMISSION ASSETS — Other Power Supply Resources ”

(2) Payments do not reflect the planned prepayment of the RUS Series A Note and the reduction of the maximum debt balance on such Note
from $561,603,000 to $84,603,000 expected to take place on June 29, 2012

Ratings Triggers

The Company’s credit ratings as of the date of this Disclosure Statement are Baal, stable outlook,
from Moody’s Investor Service (“Moody’s”), BBB-, stable outlook, from Fitch Ratings (“Fitch™) and
BBB-, stable outlook, from Standard & Poor’s Credit Market Services, a division of the McGraw-Hill
Companies (“S&P™).

Under the loan agreement with RUS, if the Company fails to maintain two investment grade
credit ratings, it must notify RUS in writing to that effect within five days after becoming aware of such
failure. Next, within 30 days of the date of failing to maintain two investment grade credit ratings, the
Company must, in consultation with RUS, provide a written plan satisfactory to the RUS setting forth the
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actions that will be taken that are reasonably expected to achieve two investment grade credit ratings.
Before the Company would be impacted by this restriction, both Fitch and S&P would have to downgrade
it one rating step. In the case of Moody’s, its rating would have to be lowered three rating steps coupled
with at least one rating downgrade from Fitch or S&P.

A change in the Company’s credit rating also would have an impact on the current CoBank
revolving credit agreement. This agreement contains an adjustment to the annual fees and interest rate
paid on any advances based on Big Rivers’ existing credit rating. An improvement in the credit rating
would lower the Company’s cost and a deterioration in the Company’s credit rating would increase its
cost under this agreement. This agreement allows the Company to utilize its highest unsecured credit
rating in sefting fees and interest rates. Currently, Moody’s is the Company’s highest secured credit
rating and sets the costs under this agreement at the rating level equal to one notch lower. A one-step
downgrade by Moody’s would result in a .0250% increase in the unused fee and a .50% increase in the
interest rate margin.

RATE AND ENVIRONMENTAL REGULATIONS
General

Many aspects of the Company’s business are subject to a complex set of energy, environmental
and other governmental laws and regulations at the federal, state and local level.

Kentucky Rate Regulation

The KPSC regulates the Company’s rates for the sale of wholesale power to the Members.
Among other things, Kentucky law authorizes the KPSC to (i) approve the Company’s rates on a “fair,
just and reasonable” standard, (ii) regulate the Company’s construction of new generation and
transmission facilities by issuing certificates of public convenience and necessity, (iii) approve changes in
ownership or control of the Company through sales of assets or otherwise, (iv) approve the issuance or
assumption of securities or evidence of indebtedness, other than to RUS, and (v) administer the state laws
assigning each jurisdictional electric utility the exclusive right to provide electric service within specified
geographic boundaries.

In its order approving the Unwind Transaction, the KPSC stipulated that Big Rivers file a rate
case within three years of the Unwind closing date or by July 2012. On March 1, 2011, the Company
filed an application with the KPSC requesting, among other things, authority to adjust its rates for
wholesale electric service. The KPSC entered an order on November 17, 2011, granting Big Rivers an
annual revenue increase of $26.7 million. After several appeals and procedural events, this case is back
before the KPSC for rehearing on four issues raised by Big Rivers, and three issues raised by an
intervenor. The intervenor in the case seeks, among other things, an approximate $6.2 million reduction
in the revenue relief granted in the order in connection with the depreciation study, and will presumably
ask that any relief obtained be retroactive to the effective date of the rates approved in the order
(September 1, 2011). The matters raised by Big Rivers on rehearing could increase Big Rivers’ annual
revenue by $2.7 million.

On March 28, 2012, Big Rivers submitted its application to the KPSC seeking approval to issue a
term note secured under the Indenture to CoBank in the amount of $235 million, issue an unsecured note
to CoBank in the amount of $50 million, issue a term note secured under the Indenture to CFC in the
amount of $302 million and, in connection with the CFC term loan, to purchase interest bearing capital
term certificates from CFC in the amount of approximately $43.2 million. The application with the
KPSC was approved on May 25, 2012, and the planned closing date for these transactions with CoBank
and CFC is June 29, 2012.
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Big Rivers submitted an application on April 2, 2012, seeking KPSC approval for its 2012 ECP.

This ECP will consist of $283.5 million of capital projects, primarily for a new scrubber at the Wilson

Plant and a new SCR facility at the Green Plant, and certain additional operations and maintenance costs.

The purpose of the ECP is to allow Big Rivers to comply, in the most cost-effective manner, with the

EPA’s rules for CSAPR and MATS.. Among other things, the ECP filing will seek to recover the costs of

_the ECP through the environmental surcharge tariff rider, an automatic cost-recovery mechanism that is
similar in function to the fuel adjustment clause. The regulatory process is expected to last six months

after the filing date.

RUS Regulation

In addition to the KPSC’s direct regulation of the Company, RUS has certain rights through its
loan documents with the Company that impact its operations (i.e., RUS must consent to the construction
of new facilities which are part of the electric system, certain sales or dispositions of property, the
execution of certain types of contracts and the making of loans or investments).

Environmental Regulations

Big Rivers is subject to various federal, state and local laws, rules and regulations with regard to
air quality, water quality, waste management and other environmental matters.

These laws, rules and regulations often require Big Rivers to undertake considerable efforts and
substantial costs to obtain licenses, permits and approvals from various federal, state and local agencies.
If Big Rivers fails to comply with these laws, regulations, licenses, permits or approvals, Big Rivers could
be held civilly or criminally liable. Big Rivers’ operations are subject to environmental laws and
regulations that are complex, change frequently and have tended to become more stringent over time. An
inability to comply with environmental standards could result in reduced operating levels or the complete
shutdown of facilities that are not in compliance.

Federal, state and local standards and procedures that regulate the environmental impact of Big
Rivers’ operations are subject to change. These changes may arise from continuing legislative, regulatory
and judicial actions regarding such standards and procedures. Consequently, there is no assurance that
environmental regulations applicable to Big Rivers’ facilities will not become materially more stringent,
or that Big Rivers will always be able to obtain and renew all required operating permits. Big Rivers
cannot predict at this time whether any additional legislation or rules will be enacted that will affect its
operations, and if such laws or rules are enacted, what the cost to Big Rivers might be in the future
because of such actions.

From time to time, Big Rivers may be alleged to be in violation of or in default under orders,
statutes, rules, regulations, permits or compliance plans relating to the environment. From time to time,
Big Rivers may be defending notices of violation, enforcement proceedings or challenges to draft or final
construction or operating permits. In addition, Big Rivers may be involved in legal proceedings arising in
the ordinary course of business.

Clean Air

Clean Air Act. The Clean Air Act, as amended (the “Clean Air Act”), regulates emissions of air
pollutants, establishes national air quality standards for major pollutants, and requires permitting of both
new and existing sources of air pollution. Many of the existing and proposed regulations under the Clean
Air Act could have a disproportionate impact on coal-based power plants, in particular older plants such
as Big Rivers’, because older plants may not have originally been required to install the same pollution
control equipment as newer facilities. On the other hand, as retrofits become available and feasible, the
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Company may incur greater costs than competing generating sources to bring facilities up to current
standards. Several of the Company’s facilities have, in the past decade, been retrofitted with new
pollution control equipment, including flue gas desulfurization and selective catalytic reduction
equipment, in response to regulatory changes.

Acid Rain Program. The acid rain program requires nationwide reductions of SO, emissions
using a cap-and-trade program reducing allowable emission rates and allocating emission allowances to
power plants for SO, emissions based on historical or calculated levels. The Company has sufficient SO,
allowances to comply for the foreseeable future according to the Company’s modeled emissions and
allowance allocations.

Cross-State Air Pollution Rule. On July 11, 2008, the United States Court of Appeals for the
D.C. Circuit (“D.C. Circuit”) vacated the Clean Air Interstate Rule (“CAIR”), which was promulgated by
the EPA in March 2005 to reduce nitrogen oxides (“NQO,”) and SO, air emissions that move across certain
state boundaries, primarily in the eastern United States. The CAIR would have been applicable in 28
eastern states, including Kentucky. The D.C. Circuit remanded the CAIR to EPA to promulgate a rule
that is consistent with the court’s opinion. On December 23, 2008, the court held that the original CAIR
program will remain in effect until EPA promulgates such a new regulation.

On July 6, 2010, EPA published a proposed rule, known as the Transport Rule, as the
replacement to the CAIR. On July 7, 2011, EPA published the final rule, now known as CSAPR. The
CSAPR requires 27 states in the eastern half of the United States, including Kentucky, to significantly
improve air quality by reducing power plant emissions that cross state lines and contribute to ground-level
ozone and fine particulate pollution in other states. The final rule maintains the January 1, 2012 and
January 1, 2014 phase-in dates that were in the proposed Transport Rule. The CSAPR imposes tighter
emissions caps than the proposed Transport Rule. The CSAPR emission limits may be further reduced as
the EPA finalizes more restrictive ozone and particulate matter National Ambient Air Quality Standards
(“NAAQS™) in the 2012-2013 timeframe.

The CSAPR is being challenged in the D.C. Circuit. On December 30, 2011, the court granted a
stay of the CSAPR and directed the EPA to continue the administration of CAIR program in the interim.
The court subsequently ordered an expedited schedule and heard oral arguments in April 2012. It is
unknown when the court will issue its decision on the merits, but under the expedited schedule, the
decision may be issued in the next few months. Big Rivers is in compliance with the current version of
CAIR, Big Rivers projects it will have to reduce SO, emissions approximately 50% during Phase 3 of
CSAPR and NO, annual emissions by 16%. Big Rivers filed the ECP with the KPSC on April 2, 2012.
Included in the filing are projects to replace the FGD at Wilson Plant and install an SCR at Green Plant
Unit No. 2. Big Rivers believes that these two projects, along with other minor improvements, should
allow Big Rivers to comply with the emission reductions contemplated in the CSAPR. Big Rivers has not
yet obtained the necessary regulatory approval of its plans or environmental permits for these projects.

Mercury. In May 2005, EPA issued the Clean Air Mercury Rule (*CAMR?”) to permanently cap
and reduce mercury emissions from fossil-fuel-fired electric utility steam generating units. CAMR was
expected to reduce utility emissions of mercury from 48 tons per year to 38 tons per year in 2010 then to
15 tons per year in 2018. On February 8, 2008, the D.C. Circuit vacated CAMR, and reinstated the status
of mercury as a hazardous air pollutant under the Clean Air Act. The result of this decision is that
mercury emissions from such generating units are subject to the more stringent requirements of maximum
achievable control technology (“MACT™) applicable to hazardous air pollutants. In resolution of the
CAMR litigation, the EPA entered into a consent decree that requires it to publish final hazardous air
pollutants regulations for emissions from fossil-fuel-fired electric utility steam generating units by
November 15, 2011.
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On February 16, 2012, the final rule to reduce emissions of toxic air pollutants from fossil-fuel-
fired electric utility steam generating units and to revise the new source performance standards (“NSPS”)
for fossil-fuel-fired electric utility steam generating units was published. The final rule, known as the
MATS rule, requires coal-fired electric generation plants to achieve high removal rates of mercury, acid
gases and other metals from air emissions. To achieve these standards, coal units with no pollution
control equipment installed (i.e., uncontrolled coal units) will have to make capital investments and incur
higher operating expenses. Coal units with existing controls that do not meet the required standards may
need to upgrade existing controls or add new controls to comply. The MATS rule requires generating
stations to meet the new standards three years after the rule takes effect, with specific guidelines for an
additional one or two years in limited cases. The rule took effect on April 16, 2012.  Big Rivers also
included plans in its ECP filing that would address the mercury reductions contained in MATS. Big
Rivers plans on installing activated carbon and dry sorbent injection systems at its Wilson, Coleman and
Green Plants to meet these emission reductions. Big Rivers has not yet obtained the necessary regulatory
approval of its plans or envirorimental permits for these projects.

Multi-Pollutant Legislation. In recent years, bills proposing mandatory emission reductions of
NO,, SO, and mercury and in some cases, carbon dioxide (“CO;™), from electric utilities, have been
introduce to the United States Senate. The proposed emission reductions were ultimately more stringent
than the emission controls under prior Clean Air Act regulatory programs, CAIR and CAMR. The Senate
did not pass any of these bills, but similar bills could be introduced and considered in the future. The
Company cannot predict whether it or similar multi-pollutant legislation will ultimately become law. As
aresult, it is too early to determine what impact, if any, such a law and any implementing regulations may
have on the Company.

Regional Haze. On June 15, 2005, the EPA issued the Clean Air Visibility Rule, amending
regulations governing visibility in national parks and wilderness areas throughout the United States.
Under the amended rule, certain types of older sources may be required to install best available retrofit
technology (“BART”). The amended rules could result in requirements for newer and cleaner
technologies and additional controls for particulate matter (“PM”), SO, and NO, emissions from utility
sources. Under the Clean Air Visibility Rule, the states were required to develop regional haze plans as
part of their state implementation plans (“SIPs”), and identify the facilities that would have to reduce
emissions and then set BART emissions limits for those facilities.

Kentucky submitted its regional haze SIP revisions to EPA on June 25, 2008. Ke