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SULLIVAN, MOUNTJOY,  STAINBACK &. MILLER PSC 

ATTORNEYS AT LAW 

January 3,2013 

Via Federal Express 

Nlr. Jeff DeRouen 
Executive Director 
Public Service Commission 
211 Sower Boulevard, P.O. Box 615 
Frankfort, Kentucky 40602-0615 

JAN 03 2013 

PUBL..IC SERVICE 
COMMISSION 

Re: In the Matter ofi The Application of Rig Rivers Electric 
Corporation for Approval to Issue Evidences of  
Indebtedness, PSC Case No. 2012-00492 

Dear Mr. DeRouen: 

Enclosed are an original and ten copies of responses of Big Rivers Electric 
Corporation to the requests for information of Alcan Primary Products 
Corporation, Kentucky Industrial TJtility Customers, Inc., and the 
Attorney General. Also enclosed are an  original and ten copies of a 
petition for confidential treatment of certain information furnished in 
response to these information requests. I certify that copies of this letter 
and enclosures have been served on each person shown on the attached 
service list. 

Sincerely yours, 

James NI. Miller 

JMM/ej 
Enclosures 

cc: Albert Yockey 
Billie J .  Richert 

1” -  St Ann Building 
PO Box 727 

Owsnsboro, Kentucky 
42302-0727 



Service List 
PSC Case No. 2012-00492 

Michael L. Kurtz, Esq. 
BOEHM, KTJRTZ & LOWRY 
36 E. Seventh Street 
Suite 1510 
Cincinnati, Ohio 45202 

David C. Brown, Esq. 
Stites & Harbison 
1800 Providian Center 
400 West Market Street 
Louisville, Kentucky 40202 

Donald P. Seberger 
Rio Tinto Alcan 
8770 West Bryn Mawr Avenue 
Chicago, Illinois 6063 1 

Jennifer Hans Black 
Dennis G. Howard, I1 
Lawrence W. Cook 
Assistant Attorneys General 
1024 Capital Center Dr. 
Suite 200 
Frankfort, KY 40601 



BIG RIVERS ELECTRIC CORPORATION 

THE APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00492 

VERIFICATION 

I, Billie J. Richert, 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. 

.,< 

' Billie J .  R a e r t  

COMMONWEALTH OF KXNTTJCIXY ) 
COUNTY OF HENDERSON ) 

SUBSCRIBED AND SWORN TO before me by Billie J .  Richert on this the 
day of January, 2013. 

Notary Public, Ky. State at Large 
My Commission Expires 1- La-13 
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THE APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
APPROVAL T ISSUE EVIDENCES OF INDE 

CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

ecember 19,2012 

January 3,2013 

Item 9) 
three rating agencies since January 1,2012. 

Provide a copy of all correspondence between BREC and the 

Response) Please see attached copies of all correspondence between Big Rivers 
and the three rating agencies since January 1, 2012. Some presentations to these 
rating agencies are being filed under a Petition for Confidential Treatment. 

As a result of Big Rivers receiving Century’s Notice of Termination 
on August 20, 2012, Big Rivers has begun implementing its Load Concentration 
Mitigation Plan that was submitted under petition for confidential treatment to 
the Commission in Big Rivers’ 2012 Environmental Compliance Plan case, Case 
No. 2012-00063. Please see Big Rivers’ response to KIUC’s Second Request for 
Information, dated June 22, 2012, Item 2-44@). Therefore the Load Concentration 
Mitigation Plan has not been included in the attached copies of correspondence. 

Witness) Billie J .  Richert 

Case No. 2012-00492 
Response to KIUC 1-9 

Witness: Billie J. Richert 
age 1 o f  1 



Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 10:49 AM 

FW: Big Rivers Electric Corporation 
Big Rivers orientation update - 5-2-12.pptx; Big Rivers 
2012-2026 - 4-30-12 .XISX 

Base Case Financial Forecast 

Mark A. Hite, CPA 
VP Accounting & laterim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 I49 (office) 
270-577-681 5 (mobile) 
mhite@,bigrivers.com 

- ._ - 
From: Mark Hite 
Sent: Thursday, May 03, 2012 2:51 PM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers Electric Corporation 

As promised, attached hereto are (1) the updated “slide show”, generally an introduction to Big Rivers, and (2) the 15- 
year financial forecast. I believe you now have all items needed to commence your annual rating update process. If 
need be, 1’11 be glad to walk you through each file. Upon your request, I stand ready to respond to any question you may 
have. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
8 12-853-0405 (home) 
mlzi te@,bi grivers . coin 

1 

mailto:mhite@,bigrivers.com
mailto:dennis.pidherny@fitchratings.com


Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 11:OO AM 

FW: Big Rivers Electric Corporation 
Big Rivers orientation update - 5-2-12.pptx; Big Rivers - Base Case - Financial Forecast 
201 2-2026 - 4-30-1 2 .XISX 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, ICY 42420 
270-827-256 1 (corporate) 
270-844-6 I49 (office) 
270-577-681 5 (mobile) 
idiite(Z?bigsivers.com 

From: Mark Hite 
Sent: Thursday, May 03, 2012 2:48 PM 
To: Bodek, David (david-bodek@standardandpoors.com) 
Subject: Big Rivers Electric Corporation 

As promised, attached hereto are (1) the updated “slide shaw”, generally an introduction to Big Rivers, and (2) the 15- 
year financial forecast. I believe you now have al l  items needed to commence your annual rating update process. If 
need be, 1‘11 be glad to walk you through each file. Upan your request, I stand ready to respond to any question you may 
have. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
nihite@,bigrivers.com 

1 

http://idiite(Z?bigsivers.com
mailto:nihite@,bigrivers.com


Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 1057 AM 

FW: Big Rivers Electric Corporation 
Big Rivers orientation update - 5-2-12.pptx; Big Rivers - Base Case - Financial Forecast 
201 2-2026 - 4-30-1 2 . X ~ S X  

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, ICY 42420 
270-827-256 1 (corporate) 
270-844-6 I49 (office) 
270-577-681 5 (mobile) 
idiiteCli),,bigrivers.com 
-___I ----- - I_-I_-.- - - I - - I  - _  - 
From: Mark Hite 
Sent: Thursday, May 03,2012 2:51 PM 
To: kevin.rose@moodys.com 
Subjedr: Big Rivers Electric Corporation 

As promised, attached hereto are (1) the updated “slide show”, generally an introduction to Big Rivers, and (2) the 15- 
year financial forecast. I believe you now have al l  items needed to commence your annual rating update process. If 
need be, I’ll be glad to walk you through each file. Upon your request, I stand ready to respond to any questian you may 
have. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Rig Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
mhitem, bigrivers. com 

http://idiiteCli),,bigrivers.com
mailto:kevin.rose@moodys.com
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From: 
Sent: 
To: 
Subject: 

Mark Hite 
Sunday, December 23,2012 10:42 AM 
Billie Richert 
FW: Big Rivers 

Mark A. Hite, CPA 
VP Accounting & Interiin CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (office) 
270-577-681 5 (mobile) 
nihite@,bigrivers.com 

From: Mark Hite 
Sent: Friday, February 03, 2012 12:21 PM 
To: 'alan.spen@fitchratings.com' 
Subject: Big Rivers 

Alan, good to briefly chat with you today. As we discussed, Bill Blackburn has retired; his last day was 1/31/12. I have 
been assigned many of his responsibilities. Below is my contact information. 

Have a great weekend, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
8 12-853-0405 (home) 
mhite@,bigrivers.com - 

1 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page 1 of 458 
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From: Mark Hite 
Sent: 
To: 
Subject: 
Attach men ts : 

Thursday, August 23,2012 2:31 PM 
Billie Richert; Nicholas R. Castlen 
FW: Big Rivers Electric Corporation 
BREC PART A.pdf; MEADE FORM 7.pdf; KENERGY FORM 7 201 l.pdf; JACKSON 
PURCHASE FORM 7.pdf; JPEC JACKSON PURCHASE Audited FS and Management Letter 
- 201 1 .pdf; MEADE Audited Financial Statements.pdf; KENERGY AUDITED FINANCIAL 
STATEMENT.pdf; KPMG - BREC Finnacial Statements 12-31-201 1 201 O.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@ bigrivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Thursday, April 12,2012 1:49 PM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers Electric Corporation 

Good afternoon. Hope al l  is well with you. 

As we discussed a month or so ago via telephone and email, attached hereto is Big Rivers' 2011 audited financial 
statements and it's 2011 RUS financial and operating report. Also attached, as requested, are the 2011 audited 
financials far each of Big Rivers' 3 member distribution cooperatives (Meade County RECC, Jackson Purchase Energy 
Corporation, and Kenergy Corp.) and their 2011 RUS Form 7. 

Also as we discussed, will be emailing you Big Rivers' long-term financial forecast (2012-2026), in Excel format, by the 
end of April 2012, Based an these items, we'll commence the annual rating review process, striving to meet your timing. 

Comments welcome. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 

1 Case No. 2012-00492 

Witness: Billie J. Richert 
Page 2 of 458 
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812-853-0405 (home) 
m hite @ biarivers.com 

2 Case No. 2012-00492 

Witness: Billie J. Richert 
Page 3 of 458 
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- -  
ENDED December, 2011 
_. - - .. . - . -  F"CIAL kND OPERATING REPORT 

mvom NM Big Riwere Electric Corporation 

/" ' 
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UNITED STATES DEPARTMENT OF AORICULTURE 
RURAL UTILITIES SERVICE 

BORROWER DESIGNATION 
RY0062 

" FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART A - FINANCIAL 

W T " I O N S  - S& help in Ihe online applicmhn. 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 5 of 458 

Attachment for Response to ICIUC 1-1 9 

PERIOD ENDED 
December, 2011  

24 ln6rcsl on Long-Tam Debt 47,064,226 

26. OlherlntmstExpmse 189,162 
27. Asset Rctircmmt ObIigmons 

25 inlerest Charged to Construction - Cndit (683,535) 

28. OtherDcduftions 166,390 
29. 523,067,936 

30. Opcnting M.@m (4 ta 29) 4,256,517 
31. Inwur(Incmnc 391,494 
32, 
33 
34 Other Nonspmuing income (Net) 2,3211612 
35 

37. Ezttmardinary lkms 
38. Ner Patrouge Caplel Or Mmrglas (30lhm 37) 6,990,915 

Total Cod 01 Electric Scwkc ( IS + 21 thnu 28) 

Allownnrc For Funds Uscd Dun'ng Conmcl im 
i n m c  (Loss) from Equih) Irmcsimnts 

Gcnnati6n & TrPjiinnission Capital C d i k  
~~ 

36 Other Cnpilel Credils and Patronage Dividends 21,292 

45,715,144 47,366,652 3,788,739 
(548,206) (4251884) (40,372) 

59,249 228,904 _ _  9 

220,434 131,395 _ _  -- 17,651 
356,657,191 558;347;238 --49,075,141 

150,516 385,669 6,179 

- _ -  

5, 5841 970 (1,283,9551 5,332,041 

9,288 

108,536 96,438 3,889 

5,600,383 6,067,077 (1,273,893) 



BORROWER DESIGNATION UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

WOO62 I 
FlNANClAL AND OPERATING REPORT 

ELECTRIC POWER SUPPLY 
PART A - A N A N C M L  

INSTRUCTIONS - Sce hdo in Ihe odinc aunlicotion. 

PERJOD ENDED 
December, 2011  I 

, 33. Membtrships 
34. PatronegecBpitol 

a AssigncdandAssignable 
b. RcnndThisyuv 
c. RctimdRiorytar~ 

.. I 

SECTION B. BALANCE SHEET _ _ _  
ASSETS AND OTHER DEBITS I LIAB~FTIESANDO1[HERCREDITS 

75 

0 
0 
0 

5. Net Utllity Plrm (3.4) 1,092,063,354 d. Net P~homtp cipial(o - b -e) 0 
6. Non-Utility Rapcrty (Net) 0 35. .Opnatingunrgiln-RiorYuus (247,338,428) 
7. lnvestmentr in Subsidinry Companies 0 36. Opuatingkgin-CumntYcar  5;440r576 

8. Invest in Assac. Org. - Pntronage Capital 3,648,303 37. NorrOperating Mnrgins 638,947,537 
. 9. Invest, in Asoc. G. - Olhn - Gcncral Funds 684,993 38. othn Mnrfjiln and Epuitics (7,278,745) 
IO. 1nvest.h k o c .  Ore. - Other - Nongenunl Funds 0 39. ToalMm&nsBIEqldtltr 
I I. . lnvestnimts in Economic Development Projects 10,000 (33 +34d Ucm 38) 389,820,515 

572,153,789 12. Oh& IKv&tmcnts 5,334 40. Long-T~im Debt - RUS(Nn) 
-. __ - - __ 13.---- 164,151,431 41. Long-Term Debt - FFB -'RUS G u i r M d  0 

42. Long-Tm Dtbt - OUHT - RUS Guaranrccd 0 

15. Canh-GennalF~~tds 5,698 44. Lrmg-Tam Debt - RUS - Econ. Devcl. (Net) 0 

16. Cnsh - Conmaion Funds - T~srce 0 45. Pnymcnts-Unapplied 0 

18. Temporary f n v m c n t s  44,8 4 3,791 47. Obligations Under Capital Luuas Nanamcm 0 

19. Notes Receivabk (Ne) and Asset Retinmat Obligntions 22,098,78a 

21. Accounts Refeivnblc - Other (Net) 232,280 (47 4.48) 

22. Fuel Stack 33,894,014 50. NotuPayable 0 

168,500,061 14. Tad Other Properly And IwahaCnh 
(6 rlinr N) 43. Lanp=remr Debt - Olhcr (Na) 142,1D0,000 

17. SpccialDcpmits 572,679 46. Tau1 LoapTerm DcM (40 cbm 44- 4s) 714,253,789 

48. Accwnulated Opcmting Provisions 

- 
22,098,788 

20. Accounts Roceivnblc - Snlm of Energy (Nn) 431114,276 49. TotrlO(brrNo~~C~m~tUIMUthr 

23. Renewable Energy Credits 0 51. AccounlsPayabla 30,324,950 
24. Mnrcrinls end Supplics - O k  2 5 ,2  4 5,2 6 4 52. C u m l  Matiritia Long-Tmn Debt .._ 72.144,.640 

0 26 Olher Cumcnf and Accrued bels 943,684 54. C m n t  hiohmities Capitni Leatea 
55. TmesAcclued 956,559 27. 

IS. Rcpnyrncnls 4,507,7 3 6 53. Cum1 Maturities Long-Tmn Deh - Rural Devci. 0 - _  

9,8981751 
153,409,422 Total Currear And Accrued Amtt 

(I5 tJm 26) 56. l n m  Accrued 

2,079,214 57. OtherCumntmd AccruedLiabilitics 9,423,267 28, 

29. RegulatolyAsscts 

URanlortizcd Debt Discount & Extmrdinnry 
Ropeny Lasses 

58. Toal Current & Accrued Liabilities 
($0 Ucm 57) 122,748, i s 7  

I - .  
30. OthcrDefmcd Debits 1,870,225 59. DefdCredits 169,001,017 

3 I .  
32 

Accumulated Deferred lncome T a m  
TOW Asnets #ad Otbtr Debita 
(3+14+27thm 3 I )  

0 60. AccumulovdDefcmdlncomeTmcs 0 
1, 417, 922,276 61. T a h l U . M l i t h m d r d e r C r e d i a  

(39 + 46 + 49 +Si?thN 60) 1,417 , 922,276 

Case No. 2012-00492 

Witness: Billie J. Richert  
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UNITED STATES DEPARTMENTOF AGRICXK-TURE 
RURALuTnITIES SERVICE 

F"ClhLANDOPERATEUCRep0RT 
ELeClRlCWWeRSUPPLY 

INSTRUCl'lONS - S a  help in lhconline application 
. _  

RUS Financial and OpcnUing Reporr Elccuic P o w  Supply 

BORROWER DESIGNATION 1 

ICY0062 

PERIOD ENDED 
Dccrmkr. 201 1 

~~ hM3&& No. 2012-00492 

Witness: Billie J. Richert 
Page 7 of 458 
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RUS Financial and operating Report Elccbic Power Supply wsiDn~8!!!!,e No. 2012-00492 

Witness:'Billie J. Richert 
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UNITED STATES DE.PAR"T OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPElUTING REPORT 
ELECTRIC PBWER SUPPLY 

[NSTRUCTIONS - See help in h e  online slrplicution, 

RUS ~ M O &  nml Operating Report Ekctdc Power Sapply 

BORROWER DESIGNATION 

KYOO62 

PEJUOD ENDED 
Dccakr, 201 1 

~ ~ ~ Q 9 a r s i 3 a p p o .  2012-00492 

Witness: Billie J. Richert 
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UNTIED STATES DEPARTMENT OF AGRlCULTLlRE 
RURAL UTILITIES SERVICE 

Ft"CIALAM)OPERATUUCREPORT 
ELECIRIC POWER " P L Y  

BORROWER DESIGNATION 

K Y W  

MSTRUCTlONS. Scc help in thc online application. PnuODENDED ' 

DCcCmbcr, 201 I 

PART B SE - SALE!S OF E I J K T R I m  
!kh No -Guy R n C n o t  Rorenw ILvcrmt ' Rcvclun' 

. 'htd 

R) II) n (m) 
U+!+9 

oihcbnga lkmmnd C b r q p  Eaergy Cbrrgw (yh) 
1 

.2 - - -.. . 683.764 12.183246 19.8 12.058 . 31.995304 
' 9k.f30;7hZ 3 2.180.184 39374,026 5?356,716 

.4 41321 1,540.045 1,540,045 

.s 6.854.810 304.879.465 304;879,;965 
6 ' 480.25251 8.8 15.839 1 3 . 9 3 0 ~ 1  &746,0k0 
7 -  1,160 55308 . *  55208 
8 - -  178,400 6,105,620 6,705.6iO 
9 1zn4 5,349,087 5349.087 

.-IO . 188,615 6.153.968 . 6,153,968 
11 63.156 1.901.554 1;901,554 

835 

( I  8.2 13) ( 1 8 3 3 )  
104,576 104.576 

~ -. - .. - 

- .  

- 
.. - 

--_ 

n.292 12 2,540 ~ 1 , 2 9 2  

14 2,454,645 8o.ls0,al I * Sb.iso,sii 
15 
16 3,472 

. .I3 -. - 23 835 . _. 

. .  . - 
. .  

_ .  .10240.340 60.373. I 1 I 397,518,505 . 0 . - __ 457,891,616 

3,013,612 0 100,425,530 0 .  100.425.530 
1.160 

'0 - . 
55308 0 ssia8 

13,255,112 aoJ73,lll 497,999143 ' 0  - . 5 5 8 3 n , 3 ~  

-- 

-On &&#%. 2012-00492 

Witness: Billie J .  Richert 
Page 10 of 458 

Attachment for Response 'to KIUC 1-# 9 

. 



I U N m  STATES DEPARTMENT OF AGRICULTURE 
RURAL UnLmES SERVICE 

BORROW. DESIGNATlON 

.. I Decunber. 201 I 

111 . .  .. 

R4m&&60!'$o. 2012-00492 

Witness: Billie J. Richert 
Page 11 of 458 

Attachment for Response to KIUC l-$y 



UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION 
' R W  LmLITlES SERVICE 

L -  

RUS F i ~ l n c l d  a d  Operating Report Eleehtc Power Supply Ravirion@%@go. 2012-00492 

Witness: Billie J. Richert 
Page12of  458 

Attachment for Response to KIUC 1-$9 



Rcrbjmr&f@!?o. 2012-00492 
Attachment for Response to KIUC 1-8 7 

Witness: Billie J. Richert ', 
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UNITE0 STATES DEPARTMENT OF AaRlCULTURE 
R U R A L . U T U . ~  SERVICE 

BORROWER DESIGNA'IION 

I INSTRUCTIONS - Set help in tk online application. I PERlOD ENDED 
Ikamba. 201 I 

.. . si 
41 I 

IZtvbiw &&kOl(lo. 2012-00492 

Witness: Billie J. Richert 
Page 14 of 458 

Attachment for Response to KIUC l-$y 



1rUNl7lD STATES DEPARWENT OF AGRICULTURE 
RURAL u n m  smvtcE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWERSUPPLY 

PART C - SOURCES AND DISTRIBUTION QF ENERGY 

I BORROWER DESIGNATION 
KY0062 

PERIOD ENDED 
December, 2011 

I .  Fossil S t m  

2. Nuclear 

INSTRUCTIONS - Scc IUID i n  Ihtonlinc a D D l i f a t i o n .  I 

-_  ~ 

4 1,409,000 10,217,356 305,412.07i 

0 0 0 c 

NET ENERGY 
RECXEVED BY 

SOURCES OF ENERGY P L A m  (kw) I SYSFEM(MWb) 
I NO.OF 1 CAPACITY 

~ 

3. Hydro 

4. CombinedCyclc 

0 0 0 ( 

0 0 0 l 

5. lntemnl Combustion 

6 -  

7. Toill  in Own Pbal (I lrur6) 

1 70,000 6,994 1 , 532,405 
0 0 0 t 

5 1,559,000 10,284,350 386,945,205 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 15 of 458 

Attachment for Response to KIUC 1-51 7 

9. Reccivuf Into Sy&m (Circa) 3,7158 300 

IO. Delivered Out of System (Gross) 3,614,830 

11. Net Interehsoge (9- IO) 1001470 

a 
0 

0 

12. Reecivcd lnld System 

13. Delivmd Out of System 

14. NCI Eocrgy Wheeled (12 - 13) 
15. Told ErweyAvnllrbleforSile(f+U+// + 14) 

29,536 44,304 

29,536 44,304 

0 a 
13,383,101 

16. TotalSala 

17 

18. 

19, 

Energy Furnished U) OLhm Wghout Chnrgc 

Enngy Wed by h w e r  (ErcWng Smion Urn) 
TOW Enupy AcrMlahU For (I6 tbm I@ 

13,255,125 

0 

0 

13,255,125 

20, 

21. 

Energy Loncr- MWL (IS- 19) 

Energy Logcl- Perctnmge ((10/15) * .rob) 

128,056 

.95 % 



RUS Fi~nciaI rad Operating Report ElccMc Power Supply - hrt  D - Skim Plint Revision Dale 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 16 of 458 
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Case No. 2012-00492 

Witness: Billie J. Richert 
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I I 
RUS plpllacirl m d  Qprntbtg Report Weetric Power Sapply - Pu( D - SIum Plant BcvhiDa Dare 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
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Case No. 2012-00492 

Witness: Billie J. Richert 
Attachment for Response to KIUC I-$? 

Page 19 of 458 1 



r U N m D  S T A M  DEPARTMEN" OF AGRICULTURE lBORROWER DESIGNATION 

2 

4. 

RURAL unLm SERVICE 

4. 

5. 
6. Totd 90,000 0.00 180,243.00 0.00 312 8.166 0 222 7,ODl 

7. AvmaeBTu 1,000.00 . Station Smiw (MWh) 906.70 & U d .  d- 

8. trotal BTU (106) 180,243.00 1e0.243.00 ,Net Generation (Mwh) 6.991.90 

9. trotfil Del, cost (S) 933, !mi. 0 'Emtion sern'ce % of 11.48 ? . T n . I r  

SECTION B. LABOR REPORT 7 SECllON C. FACTORS & MAXIMUM DEMAND 
NO. I ITEM I VALUE 1NO.l ITEM I VALUE IN0.l ITEM VALUE 

3. Rurming Plant CapItEity Foctor I%) 3 0 . W  
No. Employcci?an Time mer Accounts --- Plnnt Pnyroll (s;) 

Tocat Employee 
Horn Worked Tom1 

-- 4. 15 Nin. Gross Mw. Demand (kW) 69,88; 1,096 
59,714 Opmting  plan^ pllymll (S) 3,025 '* h W  P D p l l o  5. Indicated Gmss Mu. Demand (kW) 

1. Load Factor (%) 1.294 

2. Plant  FOE^ (W)  1.294 
56,719 aintcnancc 

0. Emplayecr Full Time 

SECT ION D. COST OF NET ENERGY CENEIUlED 
A ~ c o u ~  NUMBER AMOl" (9 MWSMl' fkWU 

(U) [b) 
NO. PRODUCTION EXPENSE 

I .  h a i o n ,  Supervision and ~ t ~ g i ~ h g  546 0 
2. IFucl.Oil 547. I 0 

4. 'Fucl.Otha 547.3 0 

7. ,GolerationExpmsa 548 33,917 
8. 'MiscehcMls Other P o w  Ccnnstion Expcnscs 549 0 
9. Rcnb 550 0 
IO. Noo-Futl SubTom1 ( I  + 7fhm 9) 33,917 4.85 

12. ~Maintenancc. Supervision nnd Enginccrine s51 0 
13. Mainremet of Svucturrs 552 0 

15. Maimcniuux ofMisccllmKous Mha Pow Generating Plm 554 0 

18. pcprrc ialian 403.4.41 1.10 200,021 

3. Fuel. Oan 5472 933,029 

5. Energy for C o m p d  Air 547.4 0 0.OD 
6. Fuel SobTohl(2 t&m 5)  541 933,829 133.52 

11. ope ration E x p n r  (6 + 10) 967,746 130.31 

14. Maintenance of OencWngand U h c  PLant 553 150.125 

I&_ Memtrarlm Explue (13 thm 15) 150,725 21.55 
17. Tom1 hdarlion E x p w  ( I  i + 16) i,im 471 159.92 

19. ~ICES!  427 213,917 
20. I T0t.l Fixed Cast (I8 + 19) 413,938 59.19 
21. I PmrCoat(I7+20) 1,532,409 219.11 

Wl' 
(e) 

I 
RUS Finaoclrl m n d  Opemtiag Report Elechrk Power Sopply - P I I ~  F tC - Inttmrl Combasdon M d D o  Dah 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
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ENDED December, 2011 

Case No. 2012-00492 

Witness: Billie J. Richert 
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Attachment for Response to KIUC 1-9 9 



U N m  STATES DEPARTMENTOF AGRICULTURE 
RURAL IJ"lUTlES SERVICE 

FINANCIAL AM) OPERATING REPORT 

PART H - ANNUAL SUPPLEMENT 

BORROWER DESIGNATION 
ICY0062 

ELECTRIC POWER SUPPLY PERIOD ENDED 
December, 2011 

NSTRUCTIONS -Sa help in the online application. 

19. 
SECTION B. ACCUMULATED PROVISION FOR DEPREClATtON AND AMORTIZATION UTILITY PLANT (Condnued) 

Amount of Annual Accrual Chnrgcd to Expense of Annual A c e d  Charged IO Olher Accwnls Con of Roperty Retired 

22 Removnl Coa of Ropcny Retired 
t 2,820,150 

ITEM 

1 NonUtilityPmpnty (121) 
2. Provision For Depr. & Amcut. (122) 

Case No. 2012-00492 

Witness: Billie J. Richert  
Page 22 of 458 

Attachment for Response t o  KIUC I-$? 

23 Snlvagc Morrrinl from Pmpeny Rctind 24 RcnmnlendRyllar;nnirtt~ 
S 87,366 S 14,937,824 

SECTION C. NON-UTILITY PLANT 
BALANCE ADJUSWENTS BALANCE 

(& (b) IC) 0 (8) 
BEGINNING OF YEAR ADDITIONS RETIREMENIS AND TRANSFERS END OF YEAR 

- -  
MONTRLYPEAICS . PEAK DEMAND 

DAfE TlME TYPE OF READING 

I Jan* 1,368 01/13/2011 8 C o i n c i d e n t  

3. Mamh 1,252 03/10/2011 19 C o i n c i d e n t  
4. April 1,244 04/19/2011 20 C o i n c i d e n t  
5 May 1,377 05/31/2011 17 C o i n c i d e n t  
6. June 1,414 06/08/2011 16 C o i n c i d e n t  
7 July ~ 1,478 07/27/2011 16 C o i n c i d e n t  
8 August 1,440 08/03/2011 17 C o i n c i d e n t  
9 seplrrnber 1,426 09/02/2011 16 C o i n c i d e n t  

1,237 10/21/20ll 6 Coincide?it 
I 1  November. 1,323 11/29/2011 17 C o i n c i d e n t  

(b) (C) (a) ldl 
MONTH 0 

2. Febnraj 1,375 02/10/2011 6 C o i n c i d e n t  

IO Octobei 

12. December 1, 357 12/08/2011 6 C o i n c i d e n t  

1 , 4 7 8 ;il. : fi 4, - kx ~ v $ ~ K = X ~ ~ - ~ ~ w ~  AOM.1 TOW 13. AaourtPelrk 

ENERCYOUTPUT 
(Mwb) 

e) 
1,144,445 
1,010,947 
1,116,717 
1,071,920 

1,215,079 
1,113, 556 

1,196,309 
1,159,836 
1,091,151 

- - 1-,094,369 
1,042,921 
1, 125,931 
13,383,181 

DELIVERED TO RUS BORROWERS DELIVERED TO OllrERf 
DEMAND ENERGY ~ DEMAND ENERGV 

0 ( M W  
(C) 

(rn) 
(b) 

(MW) 
(0) 

MONTH 

I Jnnumy 587 888,166 85 243,858 
2 Febnuvy 661 769,390 99 233,244 

480 834,019 60 267,811 3 March 
4 April 430 793,666 0 ze2,691 

- 

5 Mny 650 846,697 100 357,060 1 

TOTAL DELIVERED 
DEMAND N.ERCY 
0 (-1 

(e) 
672 1,132,024 
760 1,002,634 
540 1,101,830 

430 1,076,357 
- - 750 - - - 1,203,757- 

6 June- 
7 July 
8 August 
9 Scpumber 
IO. October 
I 1  Novanhu 
12. Decnnba 
13. P c l l o t T o h l  

593 855,344 4 90 2 4 4 , 8 9 8  - 1,083 - 1,100;242 
63 8 921,487 199 265,398 . 837 - - 1,186,885 

732 895,036 251 253.666 983 
765 839,907 148 240,589 913 1,080,496 
410 844,382 98 238,133 
573 839,366 194 190, 807 7 67 1,030,173 

554 914,040 0 195,470 554 I, 109,510 

__ - ~ 

1,148,702 -~ 
SOB 1 0  082,515 

765 10,241,500 4 90 3,013,6251 1,083 13,255, 125 



UNITED STATES DEPARTMENT OF AGRICULNRE 
RURAL UTILITIES SERVICE 

BORROWER DESIGNATION 
KYOO62 

.W,MW w1692-00492 

Witness: Billie J. Richert 
Page 23 of 458 

Attachment for Response to KIUC 1-J 7 

3 

4 

s 

RumlCwDenmveJItWeUnronDepouc 5 0 
TouduloncEncrnvfN RECA) Capital Credit 1.742 0 
CoBmk Capital Credit 0 3,501.953 
NRUCFC 0 2.039 
Cwuemtive Manbmhip Fees 2280 0 
ACES PowaMarkctmn MmtbnshipFas 678.000 0 
Fcdcrntcd Rural Elcanc Inbmnct Exchange Caprtd 4,713 60,853 
Credit 
N a i i d  Rcnewablcs Coaperslivc Organwon Caprral 0 8,600 
Cmiit 
T-b 733.7 I3 3,599,583 
lwcrtmcnta in Fkonomt Dcvclopmt~t Roltcts 
BrrckiNidptCD DmlopnunCmp ** stock 5,000 0 X 
Hencock Co Indrrmial Foundation Stock 5.m 0 X 
Totlh. 1o.m 0 

Sauthem Swcs Coop Caultel C h i i t  5.334 0 
Tohlr 5.334 0 
S l r r d l l P l l U L  
Mhrr Sprcial Funds-Dcfernd Canpensatlon 0 283.400 
Wlla Spc~ia l  FIIII~S-ECDIIO~IC Reme I 1.986.433 88323.834 

Other Special Funds-station Two OBtN Fund I50.000 250.000 

12.915.097 IS1 336.334 

Other InvcahncuIa 

W r  Special Funds-Rd Econanic Reserve n8.w 62.073.072 

Orher Spuxal Funds-Lbmy MIdual - 0  306,028 * 

T a b  * 



UNITED STAR3 DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION 
RURAL UTtLITlES SERVICE K Y m  

RUS Fmraeirl md operatis Report Electric Power !Supply - Part H - AMW Snppkment % & k P ~ ~ q 2 - 0 0 4 9 2  

Witness: Billie J. Richert 
Page 24 of 458 
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la&iria, DivDc211Og2-00492 
' Attachment for Response to ICIIJC 

Witness: Billie J. Richert 
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UNITED STATES DEPAR"T0F AGRICULTURE BORROWER DESIGNATlON 
RURAL UTWTIES SERVICE ICY0062 

FINANCIAL AND OPERATING REPORT 
E L l C 4 3 l U C ~ R S U P P L Y  

PART H - ANNUAL MIPPLEME" 

W m F  m62-00492 

Witness: Billie J. Richert 
Page 26 of 458 
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UNITED STATES DEPARTMEKT OF ACiRtCtnlURE 
RURAL U l l L ~ E S  SERVICE 

ELECTRIC POWER SUPPLY 
9 e T  H - A-A.L SUPPLEMENT 

FIN~NCIAL AND OPERATING REPORT 

MSTRUCnONS -Sa help’in the d i n t  &licatiOn 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 27 of 458 

Attachment for Response to KIUC 1-;J 9 

BORROWER DESIGNATION 

XY0062 

PERIOD ENDED 
Dacambct, 2011 

- - . - - .  - . -  * 

BALANCE PURCHASED& 
ITEM BEGINNUUG OF YEAR SALVAGED ’ 

(a) (b) 
I .  C d  28,610,258 237,811,600 

8 ,718,163 15,000,147 2. OtherFud . 
3. Rcihiction Plant Pairs’8nd Suppks 
4. Station.TiplisfdrmEimZnd EqiripmCit . 
5. L ikMaalsMd SGlig - ‘. . 
6. w M a t $ i l F E d  Suzlin 1,764,429 

7. Toth(Itlinr6l ’ 

20,7e3,578 B,618,330 
0 - . 

669,645 324iB96 .. . 

17,244,677 
60 ,546,093.  278,999,‘650. 

- - - . ~ --- - 
-BAL;ANcE, - - . -  . . .  

USF3 & SaLD ENDOFYEAR 
(C) (dt 

. 236,291,157 30,130,701 
14,955,018 3,763,312 

7,128,463 22‘273,445 

. 0. 
761,000 

-- ‘280,356;465- 59’, 189,298 

- 233,541 
- - - 1-6;748;286 -_ - _ _ _ _  - _ _  .2,260,820 - 



FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY 

PART €I - ANNUAL SUPPLEMENT 
fNSTRUCnON9 - Sec help in the d i n e  application. 

Itna I No I 

PERIOD ENDED 
Dcfankr. 201 I 

&XM@R@@ 1611122-00492 
Attachment for Response to KIUC 1-$? 

Witness: Billie J. Richert 
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w 

. 'UNllED STATES DEPARTMEM OF AGRICULTURE BORROWER DESIGNATION 
RURAL VnLITIES SERVICE RYO062 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER SUPPLY PERIOD ENDED 

- - . PART H - ANNUAL SUPPLEMENT December, 2011 
INSTRUCTIONS -1s hap in chc onli~-@li&on. - 

Muting 9/15/2011 

Voting by koxy or Mnil 
5. Number of Members ' 

0 

Case No. 2012-00492 

Witness: Billie J. Richert  
Page 29 of 458 

Attachment for Response to KIUC 1-$7 

- .- Ye?. . -  - - .  3 

6: TOIII! N-berof B w d  7 Total Amount of Fees.and . 8 .  **; PIin'igi Hi6 
Members Expemea for Board M u n b m  written contrsct? 

6 $  189 ,273  No 

SECTION J a  MAN-HOUR AND PAYROLL !XATISTICS 

I .  Numbcr of Full Time Emp!oyus. 628  4. PaymtlEqxnsed 
. -  . _  - - - _  

2 ~ a t ~ - ~ ~ ~ W a r t c e d ~ ~ e g u l a ~ j l m r :  1 , 0 6 8 , 3 4 7  5. RrymllCapitalizod _ -  . _  - - . _. - I  

3, Man-Hours Worked - 06mime 145,OSe 6. PaymllOlhcr .- 

46 ,222 ,175  

744 ,036  
- -- - _- - -__- - - .  

2 , 8 6 5 , 4 0 6  



RUS Fieulci~l md Opcmthg Report ekcak Pawer Sopply - plrc H -Annual Suppkwnt -!@!1!%$2-00492 

Witness: Billie J. Richert 
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UNITED S T A W  DEPAJl"T OF AGRlCULNRE 
RURAL unLrnEs~m~ic~ 

FINANCIAL AND OPERATING REPORT 
ELECTRIC POWER~SUPPLY 

I PART H - ANNUAL SUPPLEMENT 

INSTRUCTIONS - See help in the online a p p l i c o l i ~  

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 31 of 458 
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BORROWER DEStGNATION 
WOO62 

PERIOD ENDED 
Dcceutbcc, 2011 

- . - -  

BALANCE ADJUSI'MENTS" 
ITEM BECINNINC OF YEAR ADDITIONS RETLREMENTS AND TRANSFER 

(a) - - - (b) (e) - .- 
~ - ----.-_ -- - - -  - .  ._- . . _. .- - - I ,  Renewable EnGgy Credits 

-- BAL;ANCE-- 
END OF YEAR 

. IC) . 
_I - 



UNITED STATES DEPARMENTOF AGRICULNRE 
RURAL UTILITIES SERVICE 

FINANCIAL Ah?) OPERATING REPORT 
ELECTRIC POWER SUPPLY 

BORROWER DESIGNATION 
KY0062 

PERIOD ENDED 
PART I - L W  AND STATIONS 

INSTRUCTIONS - See hcip in the online applidon. 
December, 2011 

16 Miecllancous Transmuision Plnnt 573 221,381 421,101 
17. TOM T m n r M o n  M.intraroet (11 &m fQ 2,410,693 
18. Tohl Tnmmissioa Erperw (IO + 17) 10,020,211 3,843,412 
19. RTO/ISO Expense - Operalion 575.1-575.8 2,529,532 
30. RTOllSO Expcnse - Moinlcnnncc 576.1-576 5 
21. Ton1 RTOflSO Erpcair (19 +a) 2,529,532 
12. Dlsaibdoil Expnr;~ - OPno(lOn 580-589 
23 Dis!nbulion Expaw - Mnintcnencc 590-598 

.24. Totnl DistriiaIian Expense (22 +23 
25. Total Opmtion And N.lauabacc (18 + 21 +24 12,549,743 3,843,472 

2,707,513 26 Dcmci~Uion - Transmission 403 5 2,561,778 
27 Dcprrc iation - Jhstnbutttm 403 6 
28 Intm -Transmission 

30. Total Tmnsml&n (18 *Y +t8 ) 15,331,501 9,912,596 

31. Tow1 ~ b d o 0 ( 2 4 + 3 7 + 2 9 ~  
32 Totat Lllw And SWiom (21 +30 +JJ\  17,861,033 9,912,596 

Fixed Cola 

427 2 ' 1 4  4.512 3,361,611 ~ 

29. Lniclest - Distribution 427 

S W I O N  R FACILITIES IN SERVICE SECflON C LABOR AND MATERIAL SUMMARY 
TRANSMISSION LINES SUBSATIONS 1 NumbcrofEmpIoyaa 55 

VOLTAGE (LV) MILES TYPE CAPACITY( W A) ITEM LINES STATIONS 

2 Opcr Labor 1,605,241 93 1,093 
68.40  1 345 m 

2 138 UV 14 .40  

3 69 Ry 833*20 14. Toml(ll+ 13) 1,265.60 3 Msllll. Labor 1,341,908 I, 601,919 
4. 1 6 1  KV 349.60 

5 15 Stepupat 1,879,800 4 Opcr Motprol 8,533, 809 642,447 
6. 6cnmting P h l S  

I .  16 Transmission 3,540,000 5 Mmt M~Inral 1,068,785 668,013 
8 

9. I 17 Chstnbutian 
IO. 
11. 111 Totsl(IS~hmfi3 
12. Totd(JtJm J J )  1 ,265 .60  

I3 Dimhution Lincs 

SECTION D. OUTACEE 
36,540.90 1 Tora) 

2 Avg No ofDtstribution CMKUmm Served 112,887.00 
3 Avg No of Hours Out Per Consumcr .30 

5,419,800 

RUS F ~ ~ E c M  E d  O w C q  Rrport Elrebit Power SllPply- Pbrl1- L b W  bnd StrUOW glyhlo~ DE& mi0 

Case No. 2012-00492 

Witness: Billie J. Richert 
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I According to the Papenvnrk Reduction Act of 1995, an agency may not conduct or sponsor, and a person is not required to respond to, a collection of information unless it displays a valid OMB 

UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

ISTRUCTIONS - See help in the online application. 

BORROWER DESIGNATION Kyoo65 

ENDED December, 2011 

NAME Kenergy Corp . 

We hereby certify that the entries in this report are in accordance with the accounts and other records 
of the system and reflect the status of the system to the best of our knowledge and belief 

PART A. STATEMENT O F  OPERATIONS 
YEAR-TO-DATE 

THIS MONTH BUDGET ITEM LAST YEAR THIS YEAR 
(4 (b) (4 (4 

1, Operating Revenue and Patronage Capital 401,049,055 425,616,053 447,663,231 40,062,858 
. 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RUS, WAS IN FORCE DIJRING THE REPORTING 
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD COVERED 

BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER XVII 
(check one of fhe,fotlowing) 

Power Production Expense 
Cost of Purchased Power 360,860,154 387,543,342 409,975,781 

4. Transmission Expense 
5. Regional Market Expense 
6 .  Distribution Expense - Operation 4,329,854 3,953,461 4,504,352 
7. Distribution Expense - Maintenance 9,248,313 8,811,763 9,074,457 - 

a All of the obligations under the RIJS loan documents 
have been fulfilled in all material respects 

36,046,304 

420,508 

685,145 

There has been a default in the fulfillment of the obligations 
under the RUS loan documents Said default(s) idare 
specifically described in Part D of this report 

11. Administrative and General Expense 
12. 
13. Depreciation and Amortization Expense 

Total Operation & Maintenance Expense (2 flfru 11) 

Sanford Novick 3/1/2012 

DATE 

3,243,504 3,447,493 3,401,724 416,218 
381,319,367 407,517,352 430,593,147 37,901,406 

8,213,077 8,711,446 8,609,752 774,364 

16 Interest on Long-Term Debt 6,192,766 5,829,601 6,178,570 490,691 

17 Interest Charged to Construction - Credit (33,633) (43,050) (36,000) (13,515) 

18 Interest Expense - Other 207,891 287,170 225,310 37,153 

19 Other Deductions 68,144 49,226 65,210 (2,176) 
422,723,324 445,987,299 39,229,516 20. 

21. Patronage Capital & Operating Margins ( I  nzinus 20) 4,727,054 2,892,729 1,675,932 833,342 
22 Non Operating Margins - Interest 1,006,695 1,036,895 971,100 91,204 

396,322,001 Total Cost of  Electric Service (I2 fliru 19) 

23 Allowance for Funds Used During Construction 
24 Income (Loss) fiom Equity Investments 
25 Non Operating Margins - Other 
26 Generation and Transmission Capital Credits 

(233,362) (54,056) (196,951) (136,142) 

27 Other Capital Credits and Patronage Dividends 192,412 135,131. 171,000 11,779 
~ 

" Extraordinary Items 

- 
R Cintnmer Acroiints Fxnense 

Patronage Capital or Margins (21 thru 28) 

- _I ._ .. . -. . __. - -. . 

5,872,105 3,867,804 2,687,890 702,963 

I 3,375,120 I 3,442,835 I 3,349,914 I 305,570 r - - - - -  

I 19,793 nnrl Infnrmational Expense 163,751 I 210,234 149,866 I 
98.671 I 108.224 I 131,053 I 7.868 

I I I I 
15 Tax Expense - Other 354,389 I 371,579 I 351,310 I I 41,593 

I I ~. 
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BORROWER DESIGNATION 

KY0065 

PERIOD ENDED 
December, 2011 

I 821.001 

ITEM 

1 New Services Connected 

2 Services Retired 

LAST YEAR THIS YEAR ITEM LAST YEAR THIS YEAR 
(4 (6) (4 (bJ 

721 604 5 Miles Transmission 
6 Miles Distribution - 

267 227 6,202. ao 6,207.00 Overhead 

3 Total Services in Place 

4 Idle Services 
(Exclude Seasonah) 

Total Other Property & Investments 
16 tIirii 13) I 14. 

7 Miles Distribution - 

8. Total Miles Energized 

58,792 59,169 840.00 Underground 

( 5 + 6 + 7 )  
3,676 3,887 7,023.00 7,047.00 

6 ,  393, 997 43. Total Long-Term Debt I I (3 7 tlirii 41 ~ 42) 

ASSETS AND OTHER DEBITS 
1 Total Utility Plant in Service 252,823,279 
2 Construction Work in Progress 1 I 9 8 7 I 52 9 

3. 2 5 4, 8 10, 8 0 8 

4 7 1,P 1 6  , 962 
Total Utility Plant (I + 2 )  

Accum Provision for Depreciation and Amort 
5. Net Utility Plant (3 - 4) 182, 893, 846 

6 Non-Utility Property (Net) 3, 121 
7 Investments in Subsidiary Companies 0 

8 Invest in Assoc Org - Patronage Capital 837,594 
9 394,786 

I O  4,372,590 

1 1 Investments in Economic Development Projects 578,240 
12 Other Investments 6 , 6  0 0 

Special Funds 2 0 1 06 6 

Invest in Assoc Org - Other - General Funds 
Invest in Assoc Org - Other - Nongeneral Funds 

I i2i,io5,202 I 

LIABILITIES AND OTHER CREDITS 
30  Memberships 244,890 
3 1 Patronage Capital 64,844,361 
32 Operating Margins - Prior Years 78,651 
33 Operating Margins - Current Year 0 

3 4  Non-OperatingMargins 338 

35 Other Margins and Equities 3,796,559 
36. Total Margins & Equities (30 tlirii 35) 68,964,799 
37 Long-Term Debt - RUS (Net) 52,944,006 
38 Long-Term Debt - FFB - RUS Guaranteed 36,149,366 
39 Long-Term Debt - Other - RUS Guaranteed 25,339,493 
40 Long-Term Debt Other (Net) 26,110,163 
4 1 417,129 

42 Payments - Unapplied 19,854,955 
Long-Term Debt - RUS - Econ Devel (Net) 

15 Cash - General Funds 

16 Cash -Construction Funds - Trustee 

17 Special Deposits 
18 Temporary Investments 
19 Notes Receivable (Net) 
20 Accounts Receivable - Sales of Energy (Net) 
21 
22 Renewable Energy Credits 

23 

Accounts Receivable - Other (Net) 

Materials and Supplies - Electric & Other 

24 Prepayments 
25 Other Current and Accrued Assets 

Total Current and Accrued Assets 
26* (15 tliru 25) 
27 Regulatory Assets 
28 Other Deferred Debits 

29. 
Total Assets and Other Debits 
(5+14+26 tliru 28) 

RUS Financial and Operating Report Electric Distribution Revision Date 2010 
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3 3 9, 64 0 44 Obligations Under Capital Leases - Noncurrent 0 

0 46. Total Other Noncurrent Liabilities (44 +45) 834,444 
528, 989 47 Notes Payable 0 

834,444 Accumulated Operating Provisions 
45 and Asset Retirement Obligations 

0 48 AccountsPayable 37,545,123 

4,885,116 

0 50 Current Maturities Long-Term Debt 5,929,998 

1 6 1 , 1 1 1  

34,830,190 
4,593,627 

49 Consumers Deposits 

2, 739, 975 51 Current Maturities Long-Term Debt 
- Economic Development 

572, 821 52 Current Maturities Capital Leases 0 
10,554,676 53 Other Current and Accrued Liabilities 1,806,154 

54, 159, 918 54. Total Current & Accrued Liabilities 50,327,502 
(47 thru 53) 

0 55 Regulatory Liabilities 0 
6 8,425 56 Other Deferred Credits 2,284,239 

243,516,186 57. Total Liabilities and Other Credits 243,516,186 
(36 + 43 + 46 + 54 tlirii 56) 
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BORROWER DESIGNATION Kyoo65 

PERIOD ENDED 
December, 2011 

BALANCE 

(n) 
PLANT ITEM BEGINNING OF YEAR 

1 Distribution Plant 224,049,275 

2 General Plant 13,272,784 

ADJUSTMENTS AND BALANCE 
ADDITIONS RETIREMENTS TRANSFERS END OF YEAR 

(b) (4 (4 (4 
9,632,525 1,556,705 232,125,095 

1,651,456 2,045,337 12,878,903 

ITEM 

1 Present Year 
;ive-Year Average 

AVERAGE MINUTES PER CONSUMER BY CAUSE 
POWER SUPPLIER MAJOR EVENT PLANNED ALL OTHER TOTAL 

(4 (b )  (4 (4 (4 
13.615 77.055 5.335 129.635 225.640 

960.623 2,556.166 4.419 136.653 3,657.861 

1 Number of Full Time Employees 14 7 

2 Employee - Hours Worked - Regular Time 304, 982 
3 Employee - Hours Worked - Overtime 24,188 I 

4 Payroll - Expensed 6,953,137 

5 Payroll - Capitalized 3,537,405 
6 Payroll -Other 61,503 

ITEM DESCRIPTION 

1 Capital Credits - Distributions a General Retirements 
b Special Retirements 

THIS YEAR CUMULATIVE 
(a) (b) 

22,257,195 

174,494 4,530,491 



UNITED STATES DEPARTMENT OF AGRICULTlJRE 
RIJRAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

BORROWER DESIGNATION 

KY0065 

RUS Financial and Operating Report Electric Distribution 

No ITEM SUPPLIER RENEWABLE RENEWABLE kWh TOTAL 
CODE ENERGY FUEL PURCHASED COST 

PROGRAM TYPE 
NAME 

(a) (b) (e) (d) (e) (f) 

1 Big Rmrs Electric 1692 9,449,690,476 387,543,341 
Corp (KY0062) 
Total 9,449,690,476 387,543,341 
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AVERAGE INCLUDED IN INCLUDED IN 

(CentslkWh) FUEL COST WHEELING 
ADJUSTMENT AND OTHER 

COST TOTAL COST - TOTAL COST - 

CHARGES 
(9) (h) (i) 

4 10 (4,122,560) 

4 I O  (4,122,560) 
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PART K kWh PURCHASED AND TOTAL COST 
No I Comments 

1 1  
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BORROWER DESIGNATION 
KY0065 

PERIOD ENDED 
December, 2011 

1 Date of Last Annual Meettng 

6/7/2011 

5 Number of Members Voting 
by Proxy or Mail 

0 

2 Total Number of Members 3 Number of Members Present at Meeting 4 Was Quorum Present? 

46,755 366 Y 

6 Total Number of Board Members 7 Total Amount of Fees and Expenses 8 Does Manager Have 
for Board Members Written Contract? 

11 $ 167,101 N 
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BORROWER DESIGNATION 

KY0065 

lPENOD ENDED December, 20 1 1 

No ITEM BALANCE END OF 
YEAR 

(a) 
1 Rural Utilities Service (Excludes RlJS - 

2 National Rural Iltilities Cooperative Finance 

52,944,006 
Economic Development Loans) 

Corporation 
, 3 CoBank.ACB 26,110,163 

4 Federal Financing Bank 36,149,366 
5 RUS - Economic Development Loans 41 7, I29 
6 Payments Unapplied 19.854,955 
7 Rural Utilities Serves Treasuw Notes 25,339,493 

TOTAL 121,105,202 

INTEREST PRINCIPAL TOTAL 
(Billed This Year) (Billed This Year) (Billed This Year) 

(h) (e) (d) 
1,829,039 1,811,548 3,640,587 

1.242.077 2,458,434 3,700.51 1 
1,680,829 6S2,lS 1 2,332,980 

161.11 1 161,111 

1.249500 409.386 1,658,886 
6,001,445 5,492,630 11,494,075 

RUS Financial and Operating Report Electric Distribution 
0. 2012-00492 

R isi S&~~fofd Attachment %r%esponse to KIUC I-g4 
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EVENUE DATA 

6 Public Street & Highway Lighting 

8 Sales for Resale - RUS Borrowers 

c Revenue 

RUS Financial and Operating Report Electric Distribution Revision Date 2010 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION ENDED December, 2011 

I 
KY0065 

BORROWER DESIGNATION 

iSTRUCTIONS - See help in the online application. I 
PART P. ENERGY EFFICIENCY PROGRAMS 

DDED THIS YEAR I TOTAL TO DATE 
I Amount I Estimated 

1. Residential Sales (excluding seasonal) 
2. Residential Sales - Seasonal 
3. Irrigation Sales 

5. Comm. and Ind. Over 1000 KVA 
6 .  Public Street and Highway Lighting 
7. Other Sales to Public Authorities 
8. Sales for Resale - RIJS Borrowers 
9. Sales for Resale - Other 

4. Comm. and Ind. 1000 KVA or Less 

10. Total 

Amount Estimated No. of 
Consumers Invested CLASSIFICATION 

- 
(a1 (b) (C) (d) (e) (0 
10,626 115,475 2,943 10,626 115,475 2,943 

81 29,811 2,242 81 29,811 2,242 

10,707 145,286 5,185 10,707 145,286 5,185 

Consumers I Invested I MMBTU Savings 
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BORROWER DESIGNATION 
KY0065 I UNITED STATES DEPARTMENT OF AGRICULTURE 

RURAL, UTILITIES SERVICE 

INSTRUCTIONS - Reporting of investments is required by 7 CFR 1717, Subpart N Investment categories reported on this Part correspond to Balance Sheet items in Part 
C Identify all investments in Rural Development with an 'X' in column (e) Both 'Included' and 'Excluded' Investments must be reported See help in the online 
application 

No DESCRIPTION INCLUDED EXCLUDED INCOME OR LOSS RURAL 
PART Q. SECTION L INVESTMENTS (See Instructions for definitions of Income or Loss) 

(E) ($1 ($d) DEVELOPMENT 
(a) C) (e) 

1 Non-Utility Property ( N - 4  
Surge Protectors 
Wireless Internet Service 
Fiber Optic Equipment 3,121 
Totals 3,121 

Big IZlvers Electric Corp 25 
I 545 698 United Utility Supply 

Kentucky Assoc of Electrical Coops 
CFC 2,683,039 
CoBank 1,842,681 
Central Area Data Processing 70 
Federated Reciprocal Contribution 317,286 
Cooperative Response Center 12,500 
Totals 1,079,218 4,525,751 

2 Investments in Associated Organizations 

143,664 - 

-..- 

3 Investments in Economic Development Prqjects 
Economic Dev Loan-Liberty Plaza 
Economic Dev Loan-Dapco 

Economic Dev Loan-West Kv Reg Ind 
Economic Dev Loan-Little Kv Smokehouse 104,166 X 

Economic Dev Loan-Fresh Meal Solutions 204,166 -~ X 

PERIOD ENDED FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

INVESTMENTS, LOAN GUARANTEES AND LOANS December, 201 1 

Economic Dev Loan-Little Ky Smokehouse 269,908 X 
Totals 578,240 

4 Other Investments 
Ohio Co Industrial Foundation 1,500 
Daviess Co Industrial Foundation 5,000 
Hancock Co Industrial Foundation 100 

.I 

5ISpecial Funds 
I Deferred Compensation I I 201,066 I ! 

6 

8 

Cash - General 
Cash in various bank accounts 50,943 288,696 
Totals 50,943 288,696 
Temporary Investments 'L 

9 

11 

RUS Financial and Operating Report Electric Distribution - Investments 

Totals 528,989 
Accounts and Notes Receivable - NET 
Accounts Receivable-Other 4,593,628 
Totals 4,593,628 
TOTAL INVESTMENTS (1 thru 10) 2,247,111 9,609,14 1 
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RUS Financial and Operating Report Electric Distribution ~ Loan Guarantees 

No ORGANIZATION MATIJRITY DATE ORIGINAL AMOUNT 
(S) 

(a) (b) C) 
TOTAL 
TOTAL (Included Loan Guarantees Only) 
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INVESTMENTS, LOAN GUARANTEES AND LOANS 

BORROWER DESIGNATION 
KY0065 I 

PERIOD ENDED 
December, 20 1 I 

RATIO OF INVESTMENTS AND LOAN G1 JARANTEES TO IJTILITY PLANT 
[Total of Included Investments (Section I, 1 Ib) and Loan Guarantees - Loan Balance (Section II,5d) to Total Iltility Plant (Line 3, Part 

C) of this report] 

0 88 % 

RUS Financial and Operating Report Electric Distribution - Loans 
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ALAN M, ZUMSTHN 
CERTIFIED PUBLIC ACCOUNTANT 

MEMBER 
AMERICAN INS'l'ITU'TE OF CPA'S 

-KENTIICKY SOCIFTY O F  CPA'S 
"INJYANA SOCIETY OF CPA'S 
*AICPA DIVISION FOR FIRMS 
-TENNESSEE STATE BOARD OF 

ACCOUNTANCV 

Independent Auditor's Report 

To the Board of Directors 
.lackson Purchase Energy Corporation 

1 have i1tIdited tlie ;iccompanyiiig balaiice sheets of .lackson Purchase Energy Corporatioil, as of December 
2 I ,  201 I and 2010, and the related statements of incomc and patronage capital and cash flows for the years 
then ended. These financial sfateineiits are the respoiisibility o f  Jackson Purchase Energy Corporation's 
niaiiageiiieiit. My responsibility is to express an opinion on these financial statements based on m y  audits. 

I conducted my audits in accordance with aiiditirig staiidards generally accepted in the IJiiited States of 
America, the standaids applicable to firumcial audits contained in Govern~nenl Auditing Slamkids issued 
by the Coniptroller General of  the IJiiited Stiktes and 7 CFR Part 1773, Policy on Audits of  liural Utilities 
Sei vice (RUS) Borrowers. Those standards require that 1 plan and perfom the audits lo obtain reasonable 
assumnce about whether the financial statements are free froin material niisstacemeiit. An audit includes 
examining oil a test basis, evidence supporting the aniouiits and disclosurcs in tlie liiiariciai statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evalualiiig the overall financial srateirient presentation. 1 believe that my audits 
provide a reasonable basis for my opjnion. 

I n  my opinion. the financial statenieiits referred to above present fairlyl in all material respects, tlie 
financial position of Jacltsoii Purchase Encrgy Corporation as o f  December 31, 201 1 aiid 2010, and the 
results o f  operations and cash flows for die year then ended, i n  conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Governinen( Azidiling Srundmk I have also issued a report dated February 8, 20 12, on 
my consideration of Jackson Purchase Eiiergy Carporation's internal control over financial reporting and 
tny tests of its compliance with certain provisions of laws, regulations, contracts, and !rant agreements and 
other matters. The purpose of that report is to describe the scope of my testing of internal control over 
financial reporting and compliaiice arid the results of rliai testing, and not to provide ilo opinion on the 
iiiLeriial control over financial repotling or on compliance. That report is an integrd part of an audit 
perfolmed in accordance with C~ovcrrmenr Audifing S ~ n ~ d ~ ~ r d s  and should be considered in assessing h e  
restile o f  iny audits. 

/%-FI. z+fW&+ 
Alan M. Zumsteiu, CPA 
February 8, 201 2 
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ALAN M. ZUMSTEXN 
CERTIFIED PUBLIC ACCOUNTANT 

MEMBER 
*AMERICAN fNSTJTUTF OFCPA'S 
KENTUCKY SOCIETY OF CI'A'S 

- INDIANA SCIClFIY OF CPA'S 

*TENNFLSEE SfA'l'lr. BOARD O F  
AICPA DIVISION FOIC FIRMS 

ACCOINTANCY 

To the Boartl of Directors 
Jacltsoit Purchase Eim-gy Corporation 

I have audited the financial statements of Jackson Purchase Energy Corporation as of and Cor the 
years ended December > l ,  201 I and 2010, and have issued rny report thereon dated Februaiy 8, 
20 12. 1 conducted my audits in accordance with geiierdly accepted atrditing staiidards and the 
standards applicable to fiiiancial audits contained in Governmen/ Audirhg S~nnd~trtlr, issued by 
the Comptroller General of tlie United States. 

Internal Control Over Finaiicial Reporting 

lit  planning and perfoiming my audit, I coitsidered {he Corporation's internal control over 
financial reporting as a basis for designing my auditing procedures For the purpose of expressing 
my opinion on the financial statements, but clot for the purpose of expressing an opinion on the 
effectiveness of the Corporation's internal control over financial reporting. Accordingly, I do ilot 
express an opinion on the effectiveness of the Corporation's internal control over financial 
reporting. 

A control deficiency exists wlien the design or opcrarioii of a control does not allow management 
eniployees, in the normal coiirse of perforniing their assigned fiincdons, to prevent or detect 
missrntements on a timely basis. A significant tlcficicncy i s  a control deficiency, or combination 
of contioi deticiencies. that adversely affccks the entity's ability to initiate, authorize, record, 
process, or report firiatrcial data reliably in accortlniice \4/itb generally accepted accounting 
principles such that there i s  more than a remote likelilioocl that a inisstatement of tlie entity's 
financial statements that is more rhan inconsequential will not be prevented or defected by the 
entity's internal control. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more that a reinote likelihood that a matcrial misstatement of the financial statemenrs 
\vi11 riot be prevented or detected by the enrity's intental control. 

My coilsideration of the internal control over financial reporling cvns for the limited purpose 
described in  the firsf paragraph of this section and would not necessarily identi& all deficiencies 
i n  internal control that might be significant deficiencies or illaterial wealtnesses. I did 1\01 identify 
arty deficiencies i n  interrial control over financi:iI reporling that 1 consider to be material 
weaknesses, as defined above. 

Case No. 2012-00492 
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To the Board of Directors 
Jackson Purchase Energy Corporation 
Page - 2 

Compliance and Other Matters 

As part of obtaining reasonable assurance about \diether the Corporation’s financial stateinents 
are free of inaterial misstatement, I performed tests of its compliarice with certain provisioiis of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct 
and inaterial effect on the detertnination of finaiicial statement amounts. l,fowever, providing an 
opinion on compliance with those provisions was not an objective of m y  audit, a i d  accordingly, 1 
do not express such an opinion. The Iesults of my tests disclosed no instances oTnoncompliance 
or other matteis that are required to be reported under Gorwnmenl Audiiiling S/andurds. 

This report is intended solely for the iiiforrnalioii and use of the board of directors, management, 
the Ri~rstl Utilities Service, and supplen.rei\tal lenders, and is not intended to be and slioiild iiot be 
used by anyone other thaii these specified parties. 

&M. 2-4L+ 
Alan M. Zuinsfein, CPA 
February 8,201 2 
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Jackson Purchase Energy Corporation 

Balance Sheets, December 3 1,20 1 1 and 20 10 
-- 

Assets -- 2010 

Electric Plant, at original cost: 
In service 
Under construction 

$ 134,624,348 
2,907,866 

I37,532,214 

!$ 127,273,009 
6,304,49 1 

133,577,500 
Less accuinulateci depreciation 45,094,854 42,067,O 13 

92,43 7,3 GO 9 1,s I 0,487 

Investments in Associated Organizations 

Current Assets: 
Cash and cash eqiiivalents 
Accounts receivable, less allowance for 

Other receivables 
Accrued unbilled revenue 
Material and supplies, at average cost 
Other current assets 

20 1 1 of $94,735 and 201 0 of $ 106,493 

2.96 1.606 2,77 1,786 

2,9 70,640 4593 I4 

2,698,963 
2,730,094 
1,03 1,603 
1,615,433 

3,3 19,986 
4,879,596 
2,439,29 I 
1,683,742 

5 7 9,944 
13,362,073 

496.62 1 

403,994 
1 1.450.727 

Deferred mapping costs 

Total 

297,973 

3 108,140,967 $ I 07,147,666 

Members' Ecruities and Liabilities 

Members' Equities: 
Memberships 
Patronage trapiial 
Accirrnulated other coin prehensive income 

$ 166,760 
40,726,829 

9; 157,865 
3,250,4 17 

(345,025) 
39,063.257 

(373,822) 
40,5 19,767 

Long ?'em Debt 

Accumulated Postretirement Benefits 

52,460,980 

1.576.079 

57,64 1,085 

1.700.793 

Currenl L,iabi 1 i ties: 
Notes payable 
Accounts payable 
Consumer deposits 
Current portion of long term debt 
Accrued expenses 

5,500,000 
3,265,429 
I ,660, I86 
2,200,000 

- 
2,885,594 
1,759,887 
2,509,000 
1,44 1 3 8  1 803,852 
8,596,062 13,429,467 

154.674 Advatices for Construction and others 146,469 

$ 107,147,666 $ 108,140,967 Tota I 

The accompanying notes are an integral part o f  the financial statements. 
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Statements of Revenue and Patronage Capital 

for the years ended December 3 1,20 1 1 and 20 I 0 

2011. 

$ 46,534,070 Operating Revenues $ 45,135,203 

Operatiiig Expenses: 
Cost of power 27,759,591 
Distribution - operations 3,110,221 
Distribution - maintenance 3,87 1,294 
Chnsiimer accounts 1. ,05 5 ,I 42 
Consumer service and information 108,682 
Admillistrathe and general 2,138,367 
Depreciation, excluding $3 15,642 in 201 1 and 

4,695,048 $393,959 in 201 0 charged to clearing accounts 

26,856,527 
2,610,154 
3,198,253 
1,147,639 

132,3 14 
2,171,873 

4,566,846 
46,300 
4,800 

40.734.706 

Taxes 
Otlier deductions 

48,869 
1,450 

42,788,664 

5,799,364 

2,722,675 
200.5 1 8 

Opera ti ng Margins before Interest Charges 2,346,539 

Interest Charges: 
Long-term debt 
Other interest 

2,867,944 
13 1,427 

2.999.371 2,923,193 

Operating Margins after Interest Charges 2,876,171 (652,832) 

Nonoperating Margins 
hferesi inc.onie 
Other nonoperating income, net 

330,626 
15,688 

3 10,758 
19.403 

330,161 

898.037 

346,3 14 

41 9.24 I Patronage Capital from Associated Organizations 

1 12,723 

40,726,829 

(1,589,135) 
- 

4,104,369 Net Margins 

Patronage Capital - beginning of year 

Reftind of capital credits 
Noiioperatiiig niargins to other equities 

Patroilage Capital - end o f  year 

37,08 1,460 

(459,000) 

S 39.250.417 $ 40,726,829 

The accompanying nates are an integral part of the f-mancial statements. 
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Statements of Cash Flows 

for the years ended December 3 1,201 1 and 2010 

Cash Flows from Operating Activities: 
Net margins 
Adjustments to reconcile to net cash provided 

by operating activities: 
Depreciation 

Charged to expense 
Charged to clearing 

Capital credits allocated 
Accumulated postretireinelit benefits 
Net change in current assets and liabilities: 

Receivables 
Material and supplies 
Other current assets 
Deferred charges 
Accounts payable 
Consumer deposits 
Accriied expenses 
Consumer advances for construction 

Cash Flaws from Investing Activities: 
Construction of  plant 
Plant reriioval costs 
Salvage recovered from plant 
Receipts from investments. net 

Net Cash Flows fiom Financing Activities: 
Net dccrcase in memberships 
Refund c;ipitaJ credits 
Notes payable 
Additional long-twm borrowings 
Advance payments 
Payments on long-term debt 

Net incicasc iii cash balances 

Cash and cash cquivalents - beginning 

Cash aiid cash equivalents - ending 

- 201 1 

$ 112,723 

4,695,048 
3 15,642 

(4 19,241) 
1533 f 1 

4,178,213 
68,309 

175,950 
198,648 

(379,83 5) 
99,70 1 

637,729 
(8,205) 

9,828,193 

(5,659,505) 
(768,669) 
490,6 I 1 
229,42 1 

(5,708,142) 

(8,895) 
(L589,I 35) 
(5,500,000) 
8,000,000 
(275,868) 

(2,235,027) 
(1,608,925) 

231 1,126 

459.5 14 

_I_ 2010 

$ 4,104,369 

4,566,846 
393,959 

(898,037) 
106,537 

2,6 97,247 
107,071 
(2 8,064) 
198,649 

(2,185,996) 
189,899 
(48,239) 
(24,3 93) 

9,179,848 

(8,470,534) 
(953,279) 
224,248 
359,512 

-. (8,840,053) 

(8,960) 

2,100,000 

(262.1 72) 
(2,198,902) 

(370,034) 

(30,23 9) 

489.753 

!$ 2.970.640 s 459.514 

Supplcmcnral disclosures of cash flow information: 
Inierest on long-term debt $ 2,872,907 $ 2,452,0S8 

The accompanying notes are an integral part of the financial statements, 
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Notes to Financial Statements 

Note 1. Summary of Significant Accoiinling Policies 

Jackson Purchase Energy Corporation (“the Corporation”) maintains its records in accordance with the 
policies prescribed or permitted by the Kentucky Public Service Conimission (“PSC”) and the United States 
Department of Agriculture, Rural Utilities Service (“RUS”), which conform in all material respects with 
generally accepted accounting priticiples. The more significant of these policies are as follows: 

Electric Plant Electric plant is stated at original cost, which is the cost: when first dedicated to public 
service. Such amorrnt includes applicable supervisory and overhead cost including any coiistruction period 
interest and taxes. There was no interest required to be capitalized during the year. 

The cost of maintenance and repairs, including renewals of minor items of property, is charged to operating 
expense. The cost of replacement of depreciable property units, as distinguished from minor items, is 
charged to electric plant. The units of property replaced or retired, including cost of removal, net of any 
salvage value, is charged to accumulated depreciation. Electric plent consists of: 

Dist,ribution plant 
General plant 

Total 

2011 2010 
$1 25,69 I ,9 I6 $1 1 S,9SO,665 

8,93 2,432 8,322,344 
$134,624,348 $1 27,273,009 

Depreciation Provision has been made for depreciation on the basis of the estiinated lives of assets, using 
the straight-line method. Depreciation rates range from 1.48% to I2.09?’0, with a composite rate of 3.73% 
for distributioti plant. General plant rates are as follows: 

Structures and improvements 
Transpoitatioi~ equipment 
Other general plant 

2.5% 
10% - 20% 
5% - 10% 

Cash and Cash Equivalents 
origiiial maturilies of three n~onths or less to be cash equivalents. 

The Corporation considers all short-term, highly liquid iiivesfments with 

Off Balance Sheet Risk The Corporation has off-balance sheet risk in that they maintain cash deposits in 
finaticiai instihitions in excess of the amounts insured by the Federal Deposit Insurance Corporation (FDIC). 
At December 3 1, 20 1 1, the financial institutions reported deposits in excess af the $250,000 FDIC insured 
limit on sevcral ofthe accounrs. Deposits and repurchase agreements in excess of the FDIC limits are 100% 
secured with collateral from each respective financial institution. 

Estimates The preparation of  finaiicial statements in conformity with generally accepted accounting 
principles requires manasement to make estimates and assirmptions that affect the reported amounts of assets 
and liabilities arid disclosures of contingent assets and liabilities at the date of the financial statements arid 
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
those estimales used in the preparation of the financial statements. 

Advertising The Corporation expenses advertising costs as incurred. 

Risk Management The Corporation is exposed to various forms o f  losses of assets associated with, but not 
Iiiniied to, file, personal liability, theft, vehicular accidents, ex-rols and omissions, fiduciary responsibility, 
workers compensation, etc. Each of these areas is covered through the purchase of coinniercjal insurance. 
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Notes to Financial Statements 

Note 1. Summary of Significant Accounting Policies, continued 

Revenue The Corporation records reveiiue as billed to it, consumers based on monthly meter-reading 
cycles. All consumers are required to pay a refundable deoosit that may be waived under certaiii 
circiirnstances. The Corporation’s sales are concentrated in a six county area of western Kentucky. There 
were no consumers whose individual account balance exceeded i 0% of outstanding accounts receivable at 
Deceinber 3 1 ,  201 1 or 2010 Consumers must pay their bill within 20 days of billing, then are subject to 
discoriiiect after anolher I O  days. Accounts are written off when they are deemed to be uncollectible. The 
allowance for uncollectible accounts is based 011 the aging of receivables. 

Cost of Powcr The Corporation is one of three (3) members of Big Rivers Electrjc Corporation, Inc. (“Big 
Rivers”), a generation and transmission cooperative association. Under a wholesale power agreement, the 
Corporation is committed to purchase its electric power and energy requirements froin Big Rivers until 2043. 
The r a t a  charged by Rig Rivers are subject to approval of the PSC. rite cost of purchased power i s  recorded 
iuontlily during the period in which the energy is consumed, based (cpon billings from Big Rivers. There are 
certain s~ircharges, clauses. and credits that Big Kivers includes to the Corporation that are passed on to 
cotisuiiiers Lising a inethodology prescribed by tlie Commission. 

Fair Value of Financid Instruments The carrying amounts of tlie Corporatioiz’s cash aiid cash 
equivalents, other receivables, investments, inventories, other assets, trade accounts payable, accrued 
expenses and liabilities, and other liabilities approximate fair value. The carrying value of long term debt 
approximates the fair value since interest rates approximate the current interest rates. Cnvestments is 
associated organizatjocis are not considered a financial instrurne,it because they represent nontransferable 
interests jn associated organizations. 

Tlie Corporation may, arid also does, invest idle funds i n  local banks and in National Rural Utilities 
Cooperative Finance Corporation (“CFC”) commercial paper. These investments are classified as held-to- 
maturity in accordance with provisions of the Financial lnslrurrrenls Topic of the Financial Accounting 
Standards Board Accounting Standards Codification (“FASB ASC’). Held-to-maturity securities are 
presented at amortized cost, The fair valite of held-to-maturity securities approximates cost at 201 I and 
201 0. 

The stantlard describes three levels of inputs that may be used to measure fair value: 

Level 1 : Quoted prices (unadjusted) or identical assets or liabilities in active markets that 
the eiitity Iias tlie ability to access as ofthe measurenient date. 

Level 2: Significant other observable inputs other than Level I prices, such as quoted 
prices of similar assets or liabilities, quoted prices in markets that are not active, and 
athei- iiiputs thar are observable or can be corroborated by observable market data. 

Level 3: Significant unobservable iiiputs that reflect an organization’s own assumptions 
about the assumptions that market participants would use in pricing an asset or liability. 

The only fair values of assets measured on a recurring basis are cash and cash equivalents, which are valued 
at Level 1 and are recorded at cost. 

Comniitmetits ‘rhe Corporation has various agreements oiitstanding with local contractors. Uilder these 
agreements, the contractors will perform certain construction and maintenance work at specified hourly rates 
or unit cost. or on an as needed basis. The duration of these contracts are generally one to three years. 
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Notes to Financial Statements 

Note 1. Summary of Significant Accounting Policies, continued 

Geiieration and Twnsxnission Corporation As discussed in the preceding footnotes, the Corporation 
purchases electric power from Big Rivers, a generation and transmission cooperative association. The 
membership of Big Rivers is caniprised of The Corporation and two other distribution cooperatives. 

On July 16, 2009, Big Rivers consiiiriinated an “unwind” transaction with E.ON US under which Big Rivers 
will assiiine from LON US full responsibility for operating its three generation facilities and tlie obligation 
to serve two aluminum smelters through Kenergy Corporation. E.ON US provided cash payments, asset 
transfers and other beliefits to Big Rivers, which resulted in Big Rivers booking extraordinary income of 
$537.978,000 in 2009. These economic benefits allowed Big Rivers to pay down approximately 
$140,000,000 o f  debt. provide $253,000,000 of rate stabilization funds, and increase its equity to a positive 
$379,391,000 From a deficit of ($154,602,000) at December 31, 2009. After consideration of all relevant 
fwls and information tlie Corporation has elected to continue valuing the non-cash allocations received froin 
Big Rivcrs at zero for financial accounting purposes, a practice it has followed since Big Rivers emerged 
from bankruptcy in 1998 dtiriiig which all previous booked tion-cash allocations were reduced to zero. The 
Corporation will cotitiiiue to make memaranduni entries in its patronage subsidiary ledger of the face amount 
of the allocations received froin Big Rivers. Refer to the subseqiient footnote for the income tax treatment of 
these non-cash al locatioiis. 

Income Tax Status The  Corporat?tion is cxonpt from federal and state income taxes under section 
50 1 (c)( 12) of the Internal Keveniie Code and accordingly, tlie accompanying financial statements include no 
provision for such taxes. When applying the 85 percent test of IRC 50 I(c)( 12), the Corporation excludes the 
Biy Rivers non-cash allocations from “gross income”. 

Effective January I ,  2008, the Corporation adopted the provisioiis of the Income Tmes Topic of tlie FASB 
ASC illat pertains to accounting for uncertainty in income taxes. The Corporation had no prior unrecognized 
tax benefits as a result of the implementation. Management evaluates its potential esposures from tax 
positions taken that have or cotild be challenged by taxing authorities. These potential exposures result 
because taxing authorities may take positions that differ from those taken by management in the 
interpretation and application of statures, regulations, and rules. There are no tax positions for which the 
ultiniate deductibility is highly uncertain included in the accompanying financial statements. The 
Corporation recognizes interest accrued related to unrecognized tax benefits in interest expense and penalt es 
in operating expenses. Thc Corporation did not recognize any interest or penalties during the years ended 
DecemI>er31,20!1 or2010. 

Subsequent Events 
financial stateriients were available to be issued. There were no significant subsequent events to report. 

Management has evaluated subsequent events through February 8, 20’1 2, the date tlie 

Note 2. Investments in Associated Organizations 

The Corporation records patronage capital assigned by associated organizations in  the year in which such 
assigments are received. Ilie Capital Tenn Certificates (“CTCs”) of CFC are recorded at cost. The CTCs 
were purclxrsed fiorn CFC as a condition of obtaining long-tern] financing. The C‘TCs bear interest at 0%, 
and S% and are sclieduletl Lo inallire at varying times froin 2020 to 2080. 
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Notes to Financial Stateiiients 

Note 2. Investments in Associated Organizations, continued 

Investments in associated organiiations coitsist of; 

2.Q”U 2010 
CFC, C‘I’CS $94 1,585 $942,703 
CFC, patronage capital 43,969 42,362 
CoBaiik, patronage capital 556,894 496.500 
N at ioiia I Rim I Te I ecom mu n kat ioit s Coo perat i ve G99.686 883,754 
Others 555,404 590,535 __ 

.- $2,96 1,606 Pj2,77 1,786 .___- ’Total 

Note 3. Patronage Capital 

Under previsions of the long-term debt agreeriieiit, return to patrons of capital contributed by them i s  limited 
to arnoiiiits which would not allow the total equities and inargins to be less than 30% of total asscls. exccpt 
that distributions may he made to estates of deceased patrons. Tlie debt sgreeinent provides. however, that 
should such distributions to estates not exceed 25% of die net niargins foi the iiext preceding year, the 
Corporation may distribute the difference betMk!en 25% and the payments made to such estates. ’The equily a1 
December 3 I ,  201 1 was 36% of total asscts. The Corporation adopted a policy whereby it woirld refund 
capital credits to its iiiernbers in any annual period that a Times Interest Fariiecl Ratio (“TIER“) of  2.0 is 
exceeded. There are none anticipated for 201 I .  Patronage capital coilsists of 

Assigned to date 
Assigiiablts 
Retired to date 

Total 

2011 -- 2010 
$40,726,829 $.36,622,4 60 

$1 12,723 53,104,3 69 
(1,589,135) 

$39,250,417 $40,726,829 
._ 

Note 4. Accumulated Other Comprehensive Income 

The changes in accirinidsted other comprehensive incoine, which includes the effects of applying the 
provisions of accuniulated postretirewent benefits: follows: 

Balance, begiivling of period 
Curreut year amortization 
Adjustments 

Balance, end of period 

‘Zl-HJ 
($3 73,822) ($402,619) 

28,797 28,797 
- 

($345,025) ($373,822) 

Note 5.  Long Term Debt 

All assets, except vehicles, are pledged as collateral on the long term debt to RUS, Federal Financing Bank 
(“FFB”), CoBank: and CFC under a joint mortgage agreenient. The long term debt is clue in quai-terly and 
monthly installments of varying anwitits through 2039. Tlie Carporatiori had a loan approved from FFH in 
the amount of $ 1  8,753,000 that will be used for future plant additions. RUS assesses 12.5 basis points to 
administer the FFB loans. Drrring 2010 the Corporation refinanced $9,265,992 of RUS loans with funds 
advaticed froin CoBank. The Corporation refinanced anot lw $9.4 ini l l ion of RUS loans with CoRanlc during 
2012. 
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Notes to Financial Statements 

Nnte 5. Long Term Debt. coiitinued 

First moitgaage notes are due as follows: 

I-irst mortgage. iiotes due RUS: 
2.50% to 5.53% 
Advance payment 

First mortgage notes due FFB: 
2.332% to 5.158% 

Firsf iiiortgage notes due CoBatik: 
3.05% to 4.90% 

First mortgage notes due CFC 
5.05% 

201 I -- 

9;30,546,3 I8 
(5,684,539) 
24,861,779 

-- 

22,539,835 

12,174,727 

5 73 -744 

Current portion 
1 .on& tenn portion 

60,150,085 
2,509,000 

$57,64 1,085 

-- 2010 

$3 I ,  196,291 
- (j,408,67 1 ) 

25,787,620 

13,094,883 - ~ - - .  _- 

632,8 I6 
54,660,980 
- 

2:200 000 2.. .. _ ”  

$52,460,980 

As of December 3 1 ~ 20 1 1 .  tlie annual principal portion of long term debt oursranding for the nest five years 
are as follows: 2012 - $2,509,000; 2013 - $2,SQO,OOO; 2014 - S2,650,000: 2013 - $2,800,000: 2016 - 
$2,975.000. 

Note 6. Short Term Borrowings 

‘The Corporatioii has a liiii: o r  credit available froin CoBaiik in the amount o f$ !  0,000,000 A l l  advances wcrc 
repaid dttring the audit period. The Corporation also has a short term line of credit of $5,000,000 available 
from CFC. There were no advances against the C;Fr lirie of credit during the atidit period. 

Note 7. Pension Plaris 

All eligible employees of the Corporation participate in the NRECA Retii ement and Security Prcgiain, a 
defined benefit pension plan qd i f i cd  under section 40 1 and tax-exempt under section 50 I (a) of tlie Internal 
Revenue Code. Eligible eiiiployees include employees hired prior to Januaiy 1 , 2006. Kon-eligible 
employees arc those liiicd aftcr January 1,2006. The Corporafion makes annual contributions to the Proywil 
equal to tlie amouiits acciued for pension expense. Contributions to this plan were $723,428 for 231 1 and 
$796.638 for 201 0. In this multiemployer plan, which is available to all member cooperatives oFNRECA. tlie 
accumularetf benefits md plan assets are not determined or allocated scparately by individual employer. 

Al l  eligible union employees participate in the International Brotherhood of Electrical Workers (“IREW”) 
Savings Plan. ’The Corporation contributes 10% of base wages to the plan. The Corporation coritribu(ioiis to 
the plan rotakd $203.464 in 201 i arid $197,219 i n  2010. 
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Notes to Financial Statements 

Note 8. Retirement Savihgs Plans 

Eligible non-union eiiiployees are eligible to participate in the " E A  401(k) Plan. The Carporation 
contributes 4% of annual wages to the plan. Non-eligible employees. as defined above. participate in the 
savings plan, with the Corporation cautributing 14% for non-union employees and 10% for union employees. 
Contributions for ihese pllziis totaled $202,256 for 201 1 and $194,610 for 2010. 

Note 9. Postretirement Benefits 

The Corporation sponsors a defiiied benefit plan that provides medical insurance coverage to retirees. The 
premiums are paid for a maxirnurn of ten years or until age 65, whichever comes first. For measurement 
purposes. an aniiiiai rate or increase of 8% in 2010, then decreasing by 0.5% per year until 5% per year, in 
the per capita cost of covered health care benefit was assumed. The discount rate used in determiring the 
accuniu la ted postretirement benefit obligation was 5.75%. 

?'he fiinded status of the plan is as follows: 

Pr0jecte.d \ienefit obligation 
P Ian asscts at fair value 

Fieided status 

I_ 201 1 2010 
(51,700,793) ($1,576,079) 

($ 1 ,700,793) ($1,576,079) 

The components of net periodic postretirement benefit costs are as follows: 

2CJ.l- 

Benefit obligation at beginning of year 
Net periodic berrel'if cost: 

$1,576,079 

Scrvice cost I 10,882 
htcrest cost 98,306 

Benefits paid (84,474) 
Acriiarial gaiidloss - 
Benefit obligation at end o f  year $1,700,793 

209, I a8 

2U.Q 
$1,498,3 39- 

108,902 
- 88,147 

197,049 
( 1  19,309) 

$1,576,079 

Projected wtiree benefit payments for the nest Five years are expected to be as follows: 2012 - $86,000; 20 13 
- $84,000; 20 14 - $8,000; 201 5 - $80,000; 201 6 ~ $75,000. 

Note 10. Kelated Party Transactions 

Several of the Directors of the Corporation and its President & CEO are on the Boards of Pirectors of 
varioiis associated organizations. 

Note 11. Labor Force 

Appr-'oximately 45% of the Corporation's labor force is subject to a collective bargainiiig agreement. An 
eight (8) year agreeinent was negotiated and approved for the period staiting November, 2005 between the 
Corporation and the IBEW. 
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Notes to Financial Statements 

Note 12. Knvironmental Contingency 

The Corporation from time to time is required to work with and handle PCBs, herbicides, automotive fluids, 
Iiibricants, and other hazardous materials in tlie normal course of business. As a result, there is tlie possibility 
that environmental conditions may arise which would require the Corporation to incur cleanup costs. The 
liltelihood of si[cI\ ail event, or the amount of such costs, if any, cannot be determined at this time. However, 
management does not believe such costs, if any, would inaterially affect the Corporatian’s financial position 
or i ts futirre cash flows 

Note 13. Contingencies 

The Corporation is involved iii litigation arising in the normal course of business. While the results of scch 
litigation cnirnot be predicted with certainty, management. based upon advice of counsel, believes that the 
final outcome will not have a material adverse effect on the financial statements. 

* * * * * *  
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ALAN M. ZUMSTETN 
CERTIFIED PUBLIC ACCOUNTANT 

MEMBER 
AMEr<ICAN 1NSTl'TUTE OF CPA'S 
KENTUCKY 50ClETY OF CPA'S 

*INDIANPI SOCIETY O F  CPA'S 
AICPA DIVISION FOR FIRMS 

-TENNESSEE s r . 4 n  BOARD OF 
ACCOUNTANCY 

To the Board o f  Directors 
Sackson Purclutse Energy Corporation 

1 have audited the financial statements of Jackson Purcliase Energy Corporation For the year elided 
December 3 1,  201 I, and have issued rny report thereon clated February 8, 2012. 1 concliicted my audit i n  
accordance with auditing standards generally acceptcd in the United States of America, tlie staiiderds 
applicable to fiiiancial audits coiitairied in Gowmnsn/ Awiitirig .Wndords issircd by tlie Comptro-oller 
General of [lie United States. and 7 CFR PaiZ 1773, Policy on autlirs of the Rural IJtilities Service (RlJS) 
Borrowcrs. Those slandards requirc that 1 pla~i  and perform the audit to obtain reasonable assurance about 
whethcr the finaricial statements are free of material inisstatement. 

11, planiling and perfoi,ming my audit of tlie financial statements of the Corporation for tfie year ended 
December 3 I ,  20 I 1 1 consitlered its internal control over fii iaiicial reponing in order to deterinhe niy 
auditing procediires for the purpose o f  expressing an opinion on the financial staieinents and riot to prov'de 
assut'nnce on the internal control over fiiiancial repoiting. 

hly considcration of  the internal control over financial rcporting would not necessarily disclose all mallets 
in the internal control over financial reporting that niiglit be a material weakness. A inaterial weakaess is a 
condition in which die design or operation of the specific internal control coiiipoiieiits does not reduce to a 
relatively low level tlie risk that misstatements in aniauiits that worild be material iii relation to the financial 
statenleiits beii3,g audited nwy occur and not be detected within a timely period by employees in the nortnal 
cotirse of performing their assigned functions. I noted no matters involving [lie iiiternal coiitrol over 
I'inancial reporting that I consider to be a material wiealtness. 

7 CFR Pan 1773.3 requires coinincnts on spccific aspects of the internal control over fiiiaiicial rey~r t ing ,  
coinpliaiice with specific RUS loan and security insiruinent provisions aiicl other additional matters. I have 
grouped my commcnts accordingly. In addition to obtaining reasonable assurance about whcther [tic 
financial statements are free from inaterial misstatements, at ~ O L I I '  request, 1 performed tests o f  specific 
aspects of tlie internal control over financial reporting, of compliance with specific RUS loan and security 
iiislrument pravisiuns and of additional matters. The spccific aspects of the iiitertia) control over finaticial 
repor-tiiig. compliance with specific RUS loan and security instiviiient provisions, sild additional matters 
tested inclucie, amorig other things, the accounting procedures and records, inaterial coiitrol, compliance 
with specific RlJS loan and security instrumelit provisions sel forth in 7 CFfi Parr 1773.3(d)( 1 )  related 
transactions, depreciation rates, a schedule of deferred debits aiid credits and il schcdule of investments, 
upon which I express ai1 opinion. In addition, my audit of the financial statenlents also included thc 
procedures specified in 7 CFR Part 1773.38-.45. My objective was not: to provide an opiiiion on lliese 
specific aspects of the internal control over finaiicial repoiting, coiiipliance with specific RUS loan and 
security instirrinent provisiorrs, or additional matters. and accordingly, 1 express no opinion thereon. 

No reports, other tliilti m y  iiiclependeiil auditor's report, aod my independent audiLor's report on internal 
control over fiiiancial reporting and coinpliance and other matters, all dated February 8. 2012, or suivivary 
of recoininendations related to my airdit have been hirnished la management. 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page63of 458 

Attachment for Response to  KIUC l-jdq 



To the Board of Directors 
Jnckson Purchase Energy Corporation - 2 

My comnrerrts oji specific aspects OF the internal coutrol aver financial reportiiig, coinpliaiice with specific 
RUS loan and security instrunleiit provisions and other additioiial matters as required by 7 CFR Part 
1773.33 are presented below. 

Comments on Certain Specific Aspects of the Interiinl Control Over Financia1 Reporting 

I noted iio matters regarding tlie Corporation’s internal control over finaricial reporting aiid its operation thal 
1 consider to be a inaterial wenl;ness as previously defined with rcspect to: 

The accounting procedures and records; 
the process for accumulating and recording labor, iiiaterial and overhead costs, and tlie 
distribution of these CQSIS to constriiction, retirement: and niaintenance arid other expense 
accounts, and; 
the material controls. 

Comments on Compliance with Specific HUS Loan and Security Jnslrumenl Provisions 

At your requesr, 1 have per famed the procedures enumerated below with respect to compliance with certaiti 
pravisioiis o f  laws, regulations, and conhacts. Tlie procedures I performed are surnrnarizecl as follows: 

Procediires performed with respect to the requirement Tar a borrower Lo obtain written 
approval of  tlic mortgagee to enter into any contract for the operation or maintenance of 
property. or for tlie iise of mortgaged property by others far tlie year eiicled December 3 I, 
20 1 I ,  of the Corpoi at ion. 
1 The borrawcr has not entered into any contract during tlw year for the operation 

or maintenetice of its property, or for the tise of its property by others as defined 
in  1773.33(cN,l)(i). 

Procediires performed with respect to the reqoireement to sirbtnit Financial and Operating 
rep or^ Electric Distribution to RUS: 
I ,  Agreed anlolints reported in Financial and Operating Repoit Electric Distribution 

to the Corporation’s records as of Deceniber 3 I ,  201 I .  

The results of my tests indicate that, with rcspect to the item tested, the Corporation conipliecl in  all 
inaterial respects, with the specific RUS loan and security instrument provisions referred to below. With 
respect to ireins not tested, nothing came to my attention that caused ine lo believe that the Corporation had 
not complierl, in all inaterial respects, with those provisions. Tlie specific provisions tested, as well ns any 
esceptions noted, iiiclude the requirements that: 

The borrower has submitted i t s  Financial aiid Operating Report Elcccrjc Dislriburion lo RUS 
and Financial and Operating Repolt Electric Distribution, as of December 3 I ,  201 I ,  
reprcscntcd by the borrower as having been submitted to RUS appears lo be i n  agreement 
with its airdited rccords in all inaterial respects. 
During [tie period of this review, the borrower received no long lerni loan fund advances 
fi*oin CFC oil loans controllcd by the RUSKFC Mortptige and Loan Agreeiiient. 

Comments on Other Additional Matters 

I n  coiiiiectioii with m y  akidit of the Corporation, nothing came to my attention that caused tile to believe that 
the Corporation Failed to comply with resp~ct 10: 
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To the Board ofDirecrors 
Jackson Purcliase l3ieigy - 3 

Tlte reconciliarion of continuing property records to controlling gcneial ledger plant accounts 
addrcssed a r  7 CFR Part 1773.33(c)( 1); 
The clearing of the construction accounts and the accrual of depreciation on coinplered 
construction addressed at 7 CFR Parf 17i3.33(~)(2); 
The retireiiieiif of plant addressed at 7 CFR 1773.33(~)(3) and (4); 
Approval of the sale: lease, or transfer of capital assets and disposition of proceeds for the 
sale or lease of  plant, material, or scrap addressed at 7 CFK Part 1773.33(~)(5); 
The disclosure of material related party transactions, in accordance with Statement of 
Financial Accounting Standard No, 57, Related party Transactions, for the year ended 
Deccinber 3 I ,  20 1 I ,  in the financial statements referenced in the first paragraph of  this report 
addressed at 7 CFR Part 1 773.33(9; 
The depreciation rates addressed at 7 CFR Pai-t 1773.33(g); 
The detailed schedule of deferred debits and deferred credits; and 
The (letailed schedule of investments, of which there were none. 

My aiidit was iiiade for the purpose of forming an opinion on the basic fiiiaiicial statcmciits taken as a 
whole. The detailed schedule o f  deferred debits and deferred credits required by 7 CFR Part 1773(h) and 
provided below is presented for purposes of additiorial arialysis and is not a required part o f  llle basic 
fiiinncial statements. This informilriot\ has hecn subjected to the auditing procetlures applied in  my aiidit of 
the basic finlziciril stalements aiid, iii my opinion, is fairly stated in all material respects in relation to the 
basic tkaitcial statements taken as a whole. 

The deferred debits are as foltows: 

Del'eired iiiapping costs $29 7,973 

The deferred crediks are as follows: 

Consumer advances for construction 613 1,619 
Unlocated checks 14,850 

Total S 146,469 

T h i s  repoi?. is interidcd solely foi the inTorinacioti and use of the Board o f  Directors, managemcnt, KUS. and 
supplemental lendeis and i s  not intended to be and should not be ilsed by anyone other than these specilied 
parties. - 
Alan M. Zuinsteiein, C P A  
February 8,20 I2 
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respond (D a collection orinfonnHtion unless i t  dlspltys B valid OMB 

needed, ond cornploiing o l d  mviewing thc collection of information. 
control number. Thc valid OMB control number for this irlfonnation collection is 0572-0032 TIM tme requiffid io complete this inforinftiion collectton IS cstilnaced IO average 1.5 hours psr 

BORROWER DESlGNATlON Kyoo18 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC UISTRIBtJTlON 

4STRUC71ONS - See help in the online application 

~- 

PERIOD ENDEDDecember, 2011 

NAME Meade County Rural Electric Cooperative COrpo 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFH CIIAPTER XVII, RIJS, WAS IN FORCE DURUVC THE HLI’OHTINC 
PERIOD AND RENEWALS HA# BEEN OBTAWED FOR ALL POLlClES DURING THE PERIOD COVERED 

BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CIIAPTER W l l  
(check one o/ihejolloivtng) 

-- 
YEAR-TO-DATE 

ITEM LAST YEAR THIS YEAR UUDCF:T 
(4 (b) (c) 

1. Operating Revenue and Patronage Capital 34,633,262 35,779,927 36,902,424 

2 Power Production Expense - 

All of the obligations under the RUS loan documents 
have been fulfilled in all material respects. 

ICIIS MOWH 
(4 

i,716,361 

Burns Mercer 3/19/2012 

DATE 

5. Regional Market Expense - 
2,298,558 255,560 6 Distribution Expense - Operation 2,242,317 2,578,399 

7 Distribution Expense - Mainlenance 2,985,071 2,806,763 2,870,741 315,619 

8 Customer Aecoirnts Expense 1,318,368 1,363,809 1,328,871 135,875 

9. Customer Service and informational Expense 235,964 288,730 278,335 32,286 

10. Sales Expense 1,729 1,745 1,831 1,572 

1 I. Administrative and General Expeiise 1,526,637 1,540,643 1,656,086 186,072 

12. Total Operation & Maintenance Expense (2 tlrru ! I )  27,460,839 28,352,691 28,553,395 2,675,949 

13. Depreciation and Amortization Expense I 3,053,341 3,213,863 3,205,748 274,4 35 

There has been a default in the fUlftllment of the obligations 
under the RlJS loan documents. Said defiult(s) islare 
specifically described in Part D of this report 

14. Tax Expensc - ProperIy & Cross Reccipls 
15 Tax Expuise - Other 
16. Interest on Long-Tern Debt 
17. Merest Charged to Construction - Credii 
IS. Interest Expense - Otlrer 
19. ollier Deductions 
LO. 
21. 

-- 

Total Cost of Elcctric Service (I2 fhru 19) 
Patronage Capital & Opcrnting Margins (I mirircs 20) 

32,794 33,919 33,581 2,933 
2,192,938 2,123,835 2,249,469 211,930 

21,217 11,082 23,653 4,595 
11,203 10,650 12,500 1,000 

34,078,346 3,170,842 
1,860,930 2,033,887 2,824,078 545,519 

32,772.332 33,746,040 

22 Non Operaling Margins ~ Interest 146,257 179,776 122,490 19,947 
2.;. Allowance for Funds Used During Coirstruction 
24. Income (Loss) b i n  Equity Inveslinents 

26. Generation and Transmission Caprtal Credits 

28. Extraordurary Iletns 

.-- - 

~ 

25 Non Operaling Margins - Other 130,342 5,584 10,117 11,988 

27 Other Capital Credits and Patronage Dividends 174,900 92,150 150,000 0 
- 

-- 
29. Patronnge Capital or MaGrns (21 tlrru 28) 2,312,429 2,311,397 3,106,685 577,454 
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UNITED STATES DEPARTMENT OFZRICIJLTURE 
RURAL UTILITIES SERVICE 

FENANCIAL AND OPERATING HEPORI' 
ICY0018 

ELECTRIC UlSTRIDUTlON PERIOD ENDED 
December, 2011 

INSTRUCTIONS - See help in the online application. - 
PART B. DATA ON TRANSMLSSION AM) DISTRIBUTION PLANT 
YEAR-TO-DATE Y EAR-TO-DATE 

TIXS YEAR lTEM LAST YEAH THIS YEAR ITEM LAST YEAR 
(a) (a) (4 (bl 

-.-- 1. NCW Services Connectai 520 404 5. Miles Transmission 

2.881. 00 2.. Services Retired 3 19 

3 Tow1 Services in Place 30,731 30,884 89.00 93.00 

4. Idle Services 

6 .  Miles Distribution - 2,885.00 

7 Miles Distribution - 
8. Total Miles Energized 2,974.00 

- 300 Overiiead --- 
-- Ilirdrrground 

(5 -+ 6 -+ 7) 
2,974 .OO 2,315 2,355 

I _- (Exclude Serrsotials) 
PART C RALANCE SHEET 

ASSETS AND OTHER DEBlTS Ll.4Bll.JTlES AND OT14ER CREDITS 
93,885 

2. Construclioii Work in Progress 1,920,583 3 I. Patroimge Capital 20,556,141 

28,322,224 33. Operating Margins . Current Ycar 2,126,037 

1. Total Utility Plant in Service .~ 98,622,168 30. Memberships _--- 
3. Total Utility Plant (I +2) 100,542,751 32. Opuatinp Marpins - Prior Year; 77,784 

~ _ - . -  4. Accum. Provision for Dcprcciation and Amoii. 

- -__ - 
RUS Financial and Operating Report Electric Distribution Revision Date 2010 

72,220,527 

6. Non-Utility Properly (Nct) 0 
0 

8 Invest in Assoc Org. - Palronage Capital 1,073,850 
9. Invest. in Assoc. Org. -Other - General Funds 0 
I O  1,256,686 

I I. Investments in Economic Devdopinent Projects 0 

______. 5. Net lltility Plant (3 - 4) 

7. Investments in Subsidiary Cornpanre5 - 

Invcsr. in Assoc Org. - Other - Nongciieml Funds 

-- 12. Other hivestments 0 
13. Special Funds 0 

Total Otlier I'ropcrty SL Investments 2, 0, 53 
(6 tlrru 13) 4. 

L5. Cash - General Funds 4 I 189 I 597 
118, 5oo 16. 

17. Special Deposits 0 

18. Teniporary Investments 4 I 8 97 I 206 

19 Notes Receivable (Net) . 0 

3,254,913 20. 
2 I .  Accounts Receivable - Oilier (Net) 355,122 

Cash I( Construction Funds - Trustee 
.- 

Accounts Receivable - Sales of Energy met) - 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 67 of 458 

Attachment for Response to KIUC 1,dg 

34. Nun-Operating Margins 3,867,708 

35 Other Margins and F4uitics 764,932 
36. Total MHI-J&& Equities (30 thru 35) 27,486,487 
37. Long-l'enn Debt - RUS (Net) _" 30,903,034 

17,322,736 

40. Long-Tenn Debt Other (Net) 5,096,590 
0 4 I 

38. Long-Tcnn Debt - FFU - RUS Gunrantccd 
39. Long-lerm Debt - Other - RUS Guaranteed 0 

Lon%-Term Debt - RZJS - Econ. Dcvel (Net) -. 
42. Payments - Unapplied 0 

43. Total Long-'i'erni Debt 53,522,420 
(3 7 tlZW 41 - 42) 

44 Obligaiioiis Under Capital Lenses. Noncurrent 0 

1,314,903 45, Accuinulstecl Operating Provisions 

46. Total Other Noncurrent Liabilities (44 t-45) I, 314,903 
0 47. N o h  Payable 

48. Accounts Payable 2,378,857 

765,897 

and h.sct  IZettrerneitt Obligations 

- 

49. Consumers Deposits 

22. Renewable Energy Credits 

23 Materials and Supplies - Electric C Other 

24. Prepayments - 
25. Other Current and Accrued Asscts - 

Ttrtrl Current riid Accrued Assets '" (15 t~irii 2s) 

28. Other Deferred Debits 

29. 

27. Regulatory Assas 

- 
Total Assets and Other 1)ebit.s 
(5+144-.2b thru 28) -. 

0 50. Current Maturities Long-Term Deb1 2,750,000 

0 1,429,239 51 Currenl Maturities tong-Tenn~6hl  
_I_ -- - Economic Development 

130,397 52 Current Maturities Capital Leases a 
455,168 53. Other Current and Accrued Liabilities , - 

0 55. Regulalory Liabilitics 0 

624,275 

6,519,029 14, 830, 2 0 2  51. Total Current SL Accrued 1,iabilitics 
(47 Ilwu S3) 

- 
115 c 283 56. Other Deferred Credits 653,705 

89,496,548 57. Tohl Liahilitics and Other Credits 89,496,548 
-- (36 .t 43 + 415 i $4 ilirrr $6) 



UNITED STATES DEPARTMENT OF AGRICULTURE 
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BORROWER DESIGNATION 
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IMITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRlBUTlON 

INSTRUCTIONS - See help in the online application. 

PART D. CERTIFICATION LOAN DEFAULT NOTES i- .-- 

_-"- 
BORROWER DESIGN ATLON 

KYWl8 

PERIOD ENDED 
Dccember. 20 I I 
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UNITED SIATES DEPAll‘rMPNT 01: AGRICULTIIRIi 
RIIIV.1. Llfll.lTlES SERVICE 

I PrescniYar 

’ Five-Year Average 

IBORKOWGR DESIGNATION KYOO18 

(e) - 
15.463 37.993 231 -355 

12,034 67,573 1,823.145 
- -- --* ((1) (6) 
54 917 122 982 

30.976 1,712.562 

FlPiANCIAL AND OPEKATlNG REPOIW 
December, 2011 

-”- 

-- 
--_. 

t Numher of Full Time Employees 64 4. Payroll - ExpCilscd 
2 Employee - Hoiirs Worked - Rcgular Timc 1 4 1 , 0 5 3  5. Payroll - Capitalized 
1 6,669 6 Peyroll - Other Employee ~ Hours Workd - Overtime 

3,196,850 

965,958 
69,387 

-- 

llcccivcd From l\olircmcnl of Paironage Ciipilal h 
Suppliers 01 Elrciric Powr  

RUS Fitianeial and Operating Report Electric Distribution Revhion Daw 201 0 
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UNITED STATES DEPARTMENT OF AGI\ICULTlIRE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

BORROWER DESIGNATION 

KY0018 

INSTRUCTIONS - See help in the online application PERIOD ENDED 
December, 20 I I 

No I ITEM 1 SUPPLIER I RENEWAULE RENEWAULE kH'h TO'IAL 
ENERGY FUEL PURCHASED cosr 

PROGRAM TYPE 
NAME 

(a) - (b) (e) (d) (e) (0 
I Big Rivers Electric 1692 480,251,350 19,772,602 

Corp (KY0062) 
Tobl 480.251.350 19.772.602 

I - 1  
AVERAGE INCLUDED IN INCLUDED IN 

(CcntslkH'h) FUEL COST WHEELING 
ADJUSTMENT AND OTHER 

COST TOTAL COST - TOTAL COST- 

CHARGES 
(E) (11) ti) 

4 I2 2,225,421 (3,759,037) 

- 4 12 2,225.421 (3,759,037) 

I CODE I 

RUS Financial and Operating Report Elcctric Distribution Revision DIte 2010 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANClAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

BORROWER DESIGNATION 

ICY0018 

INSTRUCTIONS -See help in the online application PERIOD ENDED 
December, 201 1 

-___.- PART K. kM’h PURCHASED AND TOTAL COST 
- No I Cornmetits 

,I 

RUS Financial rnd Operating Report Electric Distribution Revision ease P l e  20 80.2012-00492 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL IITILITtES SERVICE 

BORROWER DESIGNATlON 

RUS Financial and Operating Report Electric Distribution 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

INSTRUCTIONS - See help in Ihe online application 

I. 

Revision Dscte 2010 
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KY0018 

PERIOD ENDED 
December. 20 I I 

PAHT L. LONG-TERM L E A S B  
N O  N A M E  OF LESSOR TYPE OF PROPERTY RENTAL THIS YEAR 

fb) - (4 -..- (d 3 



UNITED STATES DEPARIMENTOF AGKICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPEIUTING REPORT 
ELECTRK DISTHIB1!TION 

INSTRUCTIONS - See help in the online application. 

RUS Financial and Operating Report Elcctrie Distribution 

BORROWER DESIGNATION 
KYOOl8 

PERtOD ENDED 
December, 2011 

Revisioii Date 2010 

1. Date of k t  Annual Meeting 

6/27/2011 

5. Number of Members Voting 
by Proxy orTvlail 
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2 Total Number of Members 3.  Number of Manbcrs Present at Meztlng 4 Was Quorum Present3 

20,595 536 Y 

6 TOW Number of Board Members 7 Total Amount of Fees and Expenses 8 Uoes Manager Have 
Wrtttcii Contnct') 1 ; h a r d  Members 

7 111,107 Y 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTKIBZITION 

INSTRIJCTIONS - See help in the online application. 

BORROWER DESIGNATION 

KY0018 

PEKIOD ENDED 
Decembcr, 20 I I 

RUS Finrncial and Operating Reporf Electric Distribution 

No 

1 

2 

Revision DRIC 2010 
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TOTAL ITEM BALANCE END OF INTEREST PRINCIPAL 
YEAR (Billed This Ycnr) (Billed This Year) (Billed This Yew) 

(A) (b ) (C) (d) 
Rural Utilities Service (Excludes RUS - 30,901.094 1,278,098 72 1,964 2,000,062 
Economic Development Loans) 
Nu~ional Run1 Utililies Cooperative Finance 5,096,590 423.365 1,753,781 2. I 77. I46 

4 
5 
6 

Federal Financing Bank 17.522.736 432.23 1 234.960 667.191 
KUS - Economic Developmenl Loans 

TOTAL I 53,522.420 2.133.694 2.710.705 4,844,399 
Paymcnts Unapplied - - 



~- 
PIXl<)D I7NI)L:D FINANCIAL, AND OPERATINC KEPOR'I' 

ELECI'IUC DISTI~I~L~TION December, 2011 
--,-- 
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ljNll'E1) S TATES DEI'AR'I'MENTOF ACilllC:IJL711RE 
ICllRAL. UTILITIES SERVICE 

NO or Amount Estiiiited 
ADDED THIS YEAR 

C:oiiru incrs Invcsled hlMB7'II Ssvisgs 

119 39,974 756 

CI.ASSII;IC \TION 

- (11) L---- IC) 

.--- I Residential Sales (excluding seasocial) 
2 Ilcsidmtial Soles - Seasonal 

3 irrigntioi~ Sals 
4 Comin and Itid 1000 KVA or Lcss 1 11,819 359 
5. Cornm. and Ind. Ovcr IO00 KVA 

6 Public Strecr and Higliwy Lightiiig 
7 Uthcr Sales IO Public AtithoriticT 

8 Sales I'or Rcsalc - IllJS Ilorrowcr.; 
9. Sales For R w l c  - Ollier 

-- 
- 

- - - 
,---*-._-- 

- ~ .  

10. Totdl  120 51 ,793  1,ILS 

I IWRROWER DESIGNATION 
KY0018 

'I'OI'AL 'I'O DATE 
No. o f  Aniounl t5stinutcd 

Consunicrs I iwestcd hIh lBII !  Saviiigs 

1 1 9  39,974 756 
(A) (4 (0 

.- 
- 

1 11,819 359 

120 51,793 1,115 

RUS Financial and Operating Report Electric Distribution Revision Date 2010 
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LJNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITlES SERVICE 

BOKKOWER DESIGNATION 
KY0018 

I INSTRUCTIONS - Reporting of investments is required by 7 CPR 1717, Subpan N lnvestinent categories reported on this Parl correspond IO Balancc Sheet items in Pnn I C Identifv all investnlenls in Rural Development with an ' X  in column (e )  Both 'Included' and 'Excludes Investments must be rcponed. Scc help in the online 

FINANCML AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

INVESTMENTS, LOAN GUARANTEES AND LOANS 
PENOD ENDED 

December, 20 I I 

RUS Finrncirl and Operating Report Elccli*ic 1)istribufion - Investments 

PART Q. SECTION 1. INVESIMENTS (See Instrurlioas for definitions of Income or Loss) - 
DESCHIPI'IOU INCLUDED EXCLUDED INCOME OR LOSS RURAL 'E) (a) '3 DEVELOPMENT 

No 

(8) C) (e) 
2 Invesfments in Assorinled Organimlionr 

I 

KAEC PATRONAGE CAPITAL 79,02 1 
I 

Revision Dnte 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page 78 of 458 
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6 

7 

8 

Total5 ~ 1.330.536 
Cash - Cencral 
MEADE COIJNIY BANK 3.280,446 250,000 
THE FARMERS BANK 104,7 13 
FIRST FEDERAL BANK 105.556 250,000 

196,481 LEITCHFIELD DEPOSIT BANK BC TRUST 
PETTY CASH -" 2.400 

-- 

rotais ---- 3,386,002 803,594 - 
Special Deposifs - 
Totals 
Temporary Investments 
FIRST STATE BANK - 764.837 250,000 
FARMERS BANK 2,854.488 2s0,ow 
HANCOCK BANK &TRUST 144,881 250.000 

250.000 COMMONWEALTH COMMUNITY BANK 132.587 
MEAOE COUNIY BANK 4 L3 
Totals - - 3.896.793 I .000.4 13 

--_- --- 

- _____.____ 

7.2nz,795 

355,122 
155,122 

4.489.665 
. - ~ ~  



UNITED STATES DEPARTMENT OF AGKICU1.lURE 
RURAL LJTlLlTlES SERVICE 

FINANCIAL AND OPERATING REPORT 
E L E O  RIC DISTRIBUTION 

1 BORROWER DESIGNATION 
KY0018 

-- 
PERIOD ENDED 

December, 20 I I 

__- 
NO ORGANTWTION MATURITY DATE ORIGINAL AMOUNT LOAN BALANCE 

($1 $1 
( 8 )  -0) L 

TOTAL 
TOTAL (Included Loan Guarantccs Only) 

RIJS Pinmncinl and Operating Report Eleclric Distribulion - Loen Gurrniitccs 

RURAL 
DEVELOPhI ENY 

(e) 

Revision Date 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED STATES DEPARTMENT OF AGRJCULWRE 
RURAL UllL.ITlES SERVICE 

1 PERIOD ENDED FINANCIAL AND OPElZATINC REPORT 
ELECTRIC DISTRIBUTION 

INVESTMENTS, LOAN CIJAR4NTEES AND LOANS December, 201 I 

BORROWER DESIGNATION 
KYOOIS 

INSTRIICTIONS - Reporting of invesltnents is rcquired by 7 CFR 1717, Subpart N. Investment categories reported on this Part correspond io Balance Sheet items in Part 
C. Identify all tnvestmcnls in Rural Dcvclopmeirl with an ‘ X  iri column (e) Both ‘Included and ‘Excluded‘ Investlnenfs must be reported. See help in the online 
application 

RATIO OF INVESTMENTS AND LOAN GUARANTEES TO UTILITY PLANT 
- SECTION 111. RATIO 

7.24 % 
Total of Included Inveslmcnls (Section I ,  I Ib) and Loon Guarantees - Loan Balatrce (Section II,Sd) to Total Utility Plant (Line 3, Part 
1 o f  this report1 

NO ORCAKIZATION MA’I’IJRITY DATE ORIGINAL A M O U N T  LOAN BALANCE R U M L  

--.--- 
SECTION I\’. LOANS 

E 
-.----- 

6) cg D EVELO PM EN3 
(a) ” -. (b) C)  (E) 

TOTAL 

RllS Financial atid Opernliirg Report Electric Distribution - Loans Revision Dxte 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page80of  458 

Attachment for Response to KIUC 1 9 9  



I Accordinc IO 111e Pnocrwoik Redudon Aci of 1995. ail agtmcy may not condilcl or sponsor. and a$erson iri not rcqulrul lo  respond IO a cnllectlon orinfunnittian unless ir d~splapl: a valid OMB 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DlSTlUBllTlON --- 

JSTRUC710NS - See help in tho online applicalion 

- .  

control numhcr. Thc vahd OMB control number for Ihis infoniiatioo colleclion is 0571-0032 Tila tune q u i d  io coinplcle this inforinntion collectton IS cstiinatzd 10 average I S  llours per 
sourcfs, &ahring and inanla~nn~g the dam needed. and complrrong nrid reviewi~~g tlro collection or infonnahon. - 

BORROWER DESIGNATION Kyoole 
RURAL UTILCTIES SERVICE 

PERIOD E N D E D D ~ ~ ~ ~ ~ ~ ,  2011 

DoRRowR NAME Meade County Rural Electric Cooperative COrpO 
.- -.--____-- 

1 I 

PART A. STATEMENT OF OPERATIONS 
-___.- ---- 

YEAR-TO-DATE 
JTEM LAST YEAR THIS YEAR MIDGET 

_- (4 (b) (c) 
34,633,262 35,779,927 36,902,424 

. Cost of  Purchased Power 19,150,753 19,772,602 20,118,973 
4. Transmission Expense 
5. Regional Maket Expense - 
6 Distribution Expense - Operation 2,242,317 - 2,578,399 2,298,558 

7 Distribulion Expense Maintenance 2,985,071 2,806,763 2,870,741 
8 Customer Acconnts Expense 1,318,368 1,363,809 1,328,871 
9. Customer Service and Informational Expense ~ 235,964 288,730 278,335 
10. Sales Expense 1,729 1,745 1,831 
1 I Administrative and General Expense 1,526,637 1,540,643 1,656,086 
12. Total Opcratiori BS Maintenance Expense (2flrru If) , 27,460,839 28,352,691 28,553,395 

3,053,341 3,213,863 3,205,748 

- 
-- 

I 

13. Depreciation and Amortization Expense ~- 

--- 

l"1S MONTH 
(4 

3,716,361 

1,748,165 

255,560 
315,619 
135,875 
32,286 
1,572 

186,872 

2,675,949 
274,435 

W e  recognize that statements containcd herein concern a matter within the jrrrisdiction of an agency of the llnitcd Stntes and the making ora 
hlsc,  fictitious or fraudiilcnt statenrent niay render the maker sitbject to prosecution nndcr 'Title 18, United Sfates Code SccGon 1001. 

-- 14. Tex Expensc - Property & Gross Receipts 
I5 Tnx Expaise - Other 

17. Interest Charged to Consimction .I Crcdil 

32,794 33,919 33,581 2,933 - . . - -~ -  
16. Inlercst on LongTemi Debt 2,192,938 2,123,835 2,249,469 211,930 

- - ~ - ~ - - -  -.-____I_.--- 
I8 Inter& Expense - Other 21,217 11,082 23,653 4,595 

11,203 10,650 12,500 1,000 '9. okr  Deductions __.--.--_.---___I---" ______- 
20. Total Cost of Elcetric Scrvice (32 fhru 19) 32,772.332 33,746,040 34,078,346 3,170,842 

21. Patronage Capital & Operating Margins ( I  m i t m  20) I, 860,930 2,033,887 2,824,078 545,519 

19,947 22 Non Operaling Margins - Litwest 146,257 179,776 122,490 

-- 

- .- .- 
-- _- 23. Allowance for Funds Used During Construction 

24. lncome (Loss) k i n  Equity Investments 

26 Generation and Tniisinission Capital Credits 

25. Extraordinary Items 

_I_-- " _ - - ~ .  - 
I "_ 

25 Non Operating Margins - Other 130,342 5,584 10,117 11,988 

27 Other Capital Credits and Patronage Dividends . 174,900 92,150 150,000 0 

.- 
-- ~ - - _ _ _ _ _ _ _ _ _ _ _ " - "  

- 
~~~~ -- ~ __. ~~ ~ ~ 

Wc hereby certify that the entries in this report are in accordance w ~ t l r  the accounL? and other records 
of the system and reflect the status of rhe system cci the beit of our howlc&c and helief 

123, Patronage Capihl or Margins (2f fkru 28) - 

ALL INSURANCE RKQUlREl> BY PART 1788 O F  7 CFR ClIAPTER XVII, RIJS. WAS IN FORCIS DI!RINC THE REPORTING 
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLl(TIIsS DURING TLiE PERIOD COVERED 

BY THIS REPORT PURSUANT T O  PART 1718 OF 7 CFR CIIAPTER XVll 
(check one of the,li,llowtnd 

577.4541 - 2,312,429 2,311,397 3,106,685 

All of the obligations under the RUS loan documents c] There has been a deljlult in the fUlfillmen1 of the obligalions 
under Ihe RUS loan documentss. Said defduil(s) islare 
specifically described in Part I) of this report. 

have been fulfilled in all material respects. 

Burns Mercer 3/19/2012 -- 
DATE 

Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED ST4TE.S DEPARTMENTOT AGR?CUI;IURE 
RURAL U7Il,lTlES SERVICL 

BORKOWER DESIGNATlON 

KYOOl8 
FINANCLAL AND OPERATING KEPORI .-_ 

ELECTRIC UISTRIBUTION PERIOD ENDED 
December, 2011 

I--- 
INSTRUCTIONS - See help in the online application 

PART B. DATA ON TRANSMlSSION A M )  DJSTRIBlJTlON PLANT 
YEAR-TO-DATE YEAR-TO-DATE 

ITEM LAST YEAR THIS YEAR ITEM LAST YEAR T m s  YEAR 
(0) (a) (4 (b) 

1 New Services Connccted 520 404 5 .  Miles Transmission 
6 Miles Distribution - 

7 Miles Distribution I 

2 Services Retired 319 2,885.00 2,881 .00 300 Ovccrhcad 

93.00 89.00 - - - - 30’ Underground 

(S + 6 + 7) 

3 Total Serviccs i n  Place 30,731 

8. 1 o h 1  Miles Encrgi7x:d 2,974 00 

L~ABILITIES A N D  o r m H  CREDITS 

2,974.00 2,315 2,355 4 Idle Senww 
(Fzclude Seasoiials) _- ~ 

PART c R A L A N ~ ~ ; :  swwr -- - 
ASSETS AND OTllEH 1)EBlTS 

93,885 
2 Construction Work in Progress 1 I 920 I 583 3 1 Patroilage Capitol 20,556,141 
3. Total Utility Plant ( I  +2) 100,542,751 32 Operating Margins - Prior Yean 77,784 
4 Accum Provision for DCprcciatIon and Amort 28,322,224 33 Operating Margins -Currciit Year 2,126,037 

72,220,527 34 Non-Operating Murgiia 3,867,708 5. 
6 Non-Utility Properly (Net) 0 35 Other Margins and Fquities 764,932 

8 Invest in Assoc Org - Patronage Capibil 1,073,850 37. Long-Tenn Debt - RUS (Net) 30,903,094 
17,522,736 9 

I I Investlnents 111 Econoinic Developinent Projects 0 40 Long-Tenn Debt Other (Net) 5,096,590 

12 Other Iinestments 
0 

53,522,420 

-- I Total Utility Plant in Service 98,622,168 30. Memberships ~- 

- ~~ 

Net IJtility Plant (3 - 4) 

7. Investinents in Subsidiary Companies 0 36. Total M H ~ &  Equities (30tOllrru3.S) 27,486,487 

IO Invest in Assoc Org - Other - Nongcnernl Funds 1,256,686 39 Long-Term Debt - Other- RUS Guaranteed 0 

0 4 I Long-Term Debt - RUS - Econ Devel (Net) - 0 

13 Special Funds 0 42 Payments- Unapplied - 

- 
0 38 Lon--Tenn Debt - FFU - RUS Guaranteed Invest in Assoc Org - OLher - General Funds - 

~ 

Total Otlicr Proytcrty Sr Investments 2 ,  330, 536 43. Total Long-Term Debt 
(6 tliru I3) (3 7 tltm 41 - 42) .4. 

15 Cash - General Funds 4 ,18 9, 597 44 Obligations Under Capital Leases - Noncumwt 0 

1,314,903 

1,314,903 
0 

2,378,857 

118, 5oo 45 Accumulated Operating Provisions 
and Asset Retirement Obligations 16 

17 Special Deposits 0 46. Totnl Other Noticurrent IJabilities (44 +45) 

19 Notes Receivable (Net) 0 48 Accouiits Payable 

Cash - Construction Funds - Trustee 
__I-- 

IS Tcniporary Invcstmentr 4 8 97 * 206 47 Note P ~ a b k  -* 

765,897 

2,750,000 

0 

20. Accounts Receivable - Sales of Energy met) 3,254,973 

21. Accounts Receivable - Other (Net) 355,122 
49 Consumers Deposits 

~ _ _ I _  

22. Renewable Enerpy Credils - 0 50. Current Maturilies Long-Tern1 Debt 
Current Maturities Long-Tenn Dcbt 

23 429, 23 Materials and Supplies - Electric t Other -- ~ Economic Development 
130,397 52 Current Maturities Capital Leases 0 --- - ~ 

,i: Prepayments 
Other Current and Accrued Assets 

I .-” 1 
RUS Financial and Operating Report Electric Distribution Revision Date 2010 

455,168 53. Other Current and Accrued Liabilities 624,275 

Case No. 2012-00492 

Witness: Billie J. Richert 
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Total Current and Accrued Asscts 
(IS llrrii 25) 

-- 27. Regulatory Assas 
28. Other Deferred Debits 

29* (5+14+26 #hru 28) 
Total Assets and Other Ihblb 

-~ 

14, 830, 202 s$. Tohl Current Sr Arcriicd Liabilities 6,519,029 
(4716ru $3) ____ 

0 55. Regulatory Liabilities 0 
115,283 56 Other Deferred Credits 653,709 

89,496,548 T o h l  Liabilitics end Othcr C:rcdits 
(36 4 4.1 + 46 -+ 54 ilim 56) 

89 496,548 57. 
- ~ _ _  ~ ~ _ _ _  



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

- See help in the online application. 

BORROWER DESIGNATION 

PERIOD ENDED 
December, 20 I 1 

PART D. NOTES TO FINANCIAL STATEMENTS 

RUS Financial and Operating Report Electric Distribution Revision Date 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANClAL AND OPERATING REPORT 

llNSTRUCTlONS - See help in the online application. 

BORROWER DESIGNATION 

KYOOl8 

lPERIOD ENDED Dcceinber, 20 I I 
I 

PART D. CERTIFICATJOK LOAN DEFAULT NOTES 
__. 

RUS Financial and Operating Reporr Electric Distribution Rcvision Dale 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page 84 of 458 
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UNITED STATES DEPAII'TMFNT 01: AGRIC1II,llJllli 
RIIIIAl. CJTJLITIES SERVlfP 

FIKANCIAL AND OPEKATINC: REPOR'I' 
ELfiC'I'RIC l ~ l s ~ C ~ ~ I I 3 k ~ l ' l o N  

I 
JTKUC'rIONS - See hclp in the airline application 

]BORROWER DESIGNATION KYOO 

~- - ~ _ ,  

PF,RIOD ENDCD 
December, 2011 

BALANCE AD.IIISTiL1ZhTS AND 
PLANT ITEM IIEC1NNINC OF YEAR ADUi'I'IONS IIE'I'IIIEMENCS 'I'RANS1:ERS 

.- ~a- -- (b)  (4 (4 
86,747,807 8,240,839 4,098,227 I Distribution Plan~ 

-.- 

POWER SIJI'I'I. 

BAl LANCE 
END OIi YEAR 

(e) 
90,890,419 

-_______..- 
Crediis - I k x i v c d  From Ilclircmcnt or I'atronagc C ~ p i h l  by 

-1 atal Cash Rcceivctl (n + 6) 
P A R I  J DUF FROhl CONSUMERS TOR El, 

12, 176 12 Ainounl M'rittcti Oft Dtiritig Ywr 
Revision Datr 2010 RUS E7iiancial and Operating Report Elcctric Distribution 

Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCLAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

BORROWER DESIGNATION 

KYOOl8 

, -  I PART K. kWh I'URCHASED ANI) TOTAL COST 

lNSTRUCTIONS - See help in &he online applrcaljon PERIOD ENDER 
December, 20 1 I 

No 

RUS Financial and Operating Report Electric Distribution 

lTEM SUPPLIER RINEWAULE RENEWABLE ku'h TO'IAL AVERAGE INCLUDED IN INCLUDED IN 

PROGRAM TYPE (CcntslkH'h) FUEL COST WHEELING 
NAME ADJUSTMENT AND OTHER 

CODE ENERGY JWEL PURCHASED cosr COST TOTAL COST - TOTAL COST - 

CH A RCE' 

Revision Date 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page 86 of 458 
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-. . . . ._ 

(a) L. " (d (d) (4 (0 (E) (h) (i) 
1 Big Rivers Electric I692 480,251,350 19,772,602 4 12 2,225,427 (3,759,037) 

Total 480.251.350 19.772.602 4 ' 2  -_ 2,225,427 (3,759,037)- 
Corp (KY0062) - 



UNITED STATES DEPARTMENT OF AGRICULTURE 
RIJRAL UTILITIES SERVICE 

..---__-_--”. 
INSTRUCTIONS - See help in the online application 

FTNANClAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

--- 
PERIOD ENDED 

December, 201 1 

I BORROWER DESIGNATION 

KY0018 

RUS Financial nnd Operaling Report Electric Distribution Revision Date 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRlC DISTRIBUTION 

INSTRUCTIONS - See help in the online application 

BORROWER DESIGNATION 

KY0018 

------- 
PERlOD ENDED 

December. 20 I I 

RUS Financial and Operating Report Eleclric Distribution 

No I NAME OF LESSOR 

Revision Dare 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 88 of 458 
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TYPE OF PROPERTY RENTAL THIS YEAR 



____ 
UNWED STATES DEPARl'MENTOF AGKIGULTIJRE 

RURAL ~JTiL,ITll?S SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTIUBIIT1ON 

1 BORROWER DESIGNATION 
KY0018 

PERIOD ENDED 
December, 2011 

1. Date of Last Annual Meeting 2 Total Number of Members I 3. Number of Meinhers Present at 

I 6/27/2011 536 1 I 2 0 , 5 9 5  I Y 

5. Number of Members Voting 6 'Total Number of Board Members 

RUS Financial and Operating Report Electric Distribution Revision Date 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 89 of 458 

Attachment for Response to KIUC l fq  



UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRiBZlTlON ____I 

BORROWER DESlCiNATlON 

KY0018 I 
I -- 

PART N. LONG-TERM DEBT AND DEBT SERVICE RCQUlREMENTS 
BALANCE END OF INTEREST PRINCIPAL TOTAL 

(Billed This Year) 
ITEM -No---- YEAR (Billcd This Year) (Uilled This Ycnr) 

IlNSTRllCTlONS - See help in the online application. 

(8) (h) (d (d) 
2,000,062 =I=- 2 National Run1 Urrlilies Coopcralivc Finance 5,096,590 423,365 I ,153,78 I 2.1 77.146 

I Rural Utilities Service (Excludes RUS . 30,903,094 1,218,098 72 1,964 
- Economic Dcvelopmcnt Loans) ._"- 

1 PERIOD ENDED 
Deccmbcr, 20 I I 

----- 
432.231 . 234.960 -*rTI _ _  667.191 

5 CoBank,ACB -_ __ 4 Federal Financiim Bank 17.522.736 
5 KUS - Economic Development Loans 
6 Pavmcnts Unapplied 

53.522.420 - 2,1J1,694 2.710.705 4 814 399 - TOTAL .- 

RUS Financial and Operaling Report Electric Distribution Revision Date 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
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UNI fEU STATES DEl'AI11'MENT O b  AGl1IC:IJLlIIRE HORROWER DESIGNATION 
IIIJR4L UTILITIES SEI<VICE KY0018 

FINANCIAL ANI) OPERATING REPOKf 
ELECTRIC DIS"IRID1~I'ION I'E11101) ENDED December, 2011 ~ . I  _- 

STRUCTrONS - Sce htlpinLhcnlinc application -. 
PART P. ENERG\' EFFICIENCY PROGRAMS 

ADDED THIS YEAR 'I'OrAL '1'0 DATE 

r. 
Esfinialcd - 

No. of hnio unl Eslitnatcd No. o f  A niou nt 
I nvcsled hlMBT11 Slivings Consuniers Iriveslcd hlhlBI'I! Savings 

1 Residential Sales (excluding seasonel) 119 39,974 756 119 39,974 756 

2 lksidentiql Soles - Seasonal 

C h i s  u iners CI .~ssi~' ic.~-rio~ 
((4 - (b) -.!L (If) (e) (ll 

"--,.__.- --__. 

-- - --- 
3 Irrigation Sales I_ 

4 Comin and hid I000 KVA or Lcss 1 11,819 359 1 11,819 359 - 
5. 
6 
7 
8 
9. 
10. Total 120 51,793 1,115 120 51,793 1,115 

Coinni. and Ind. Ovcr 1000 KGA 

Public Scree1 and Higl~way L.ighling 
Othcr Sales to Public Authoritim 
S a l s  I'or Rcwlc - RlJS I3orrowcrs 

Sales for Resalc - Olher 

-- -- .~~~ 
---- 

-- - "  - - -_.- 
- 

Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED SIATES DEPARTMENT OF AGRICULTURE 
RLJRAL lJTJL11'lES SERVlCE 

_---_- 
PEIUOD ENDED 

I-- 

/December, 20 I I 
FIKANCML AND OPERATING REPORT 

ELECTRIC DISTRIBUTION 
TNVESTMENTS, LOAN GUARANTEES AND LOANS ---. 

INSTRUCTIONS - Reporting of investments is requlred by 7 CPR 1717, Subpart N lnvestinent categories reported on this Part correspond Io Balancc Shect items in Part 
C Identify all investtnents in Rural Development with an ' X  in column (e) Both 'Included' and 'Excluded' Investments must be reported. Sce help in the online 
application. -. 

No 
PARI' Q. SECTION I .  INVES'lMENTSfSce Inslri irt ions for dcfinitions of Income or Loss) 

DFSCRIPTIOY INC1,UDED EXCLUDED INCOME OR LOSS RURAL 
1) EVELQPMENT (S) $1 

(8) - (e)-. (e) 

2 Investments in Associated Organimlionr ..-- .- 
KAEC PATRONAGE CAPITAL 79.021 
UUS PATRONAGE CAPITAL 485,694 
CFC PATRONAGE CAPITAL ____I.- 343.520 _I 

. FEDERATED INSURANCE I-__.___-- --- 108,332 - 
NRTC .-.-..- 
CFC CAPITAL TERM CERTIFICATES 944,556 "____.-~- - 
CFC MEMBER CAPITAL SECURITY __ 3 I0,OOO 
NRUCFC CAPITAL TEKM CERTIFICATES 1.000 ,, 

BIG RIVERS ELECTRIC COOPERATIVE.- 25 
GREEN IWER ELECTRIC-KENERGY -- --- 
NATIONAL RURAL TELECOM CORP . 1.000 
NATIONAL COOP SERVICE CORP IO0 

1.330.536 , Totals *- 

___.-_ 

-__- 57,283 X 

5 

-- -- 
.- 

.._. ._.._._. 6 Cash - Cencral 
MEADECOIJNIY BANK 3.280,446 -- 250,000 

104,713 THE FARMERS BANK -- 
105,556 2s0,000 

~ FIRST FEDERAL BANK --- 
196.48 1 LElTCHFlELD DEPOSIT BANK Br TRUST --. ... 

PETTY CASH 2,400 - 
.rotais -, -. 3,386,002 803,594 -- 

-__--- 

7 Special Deposits 

Totals I 

FIRST STATE BANK 764.837 250,000 
2.854,488 250,000 FARMEPS DANK .-- 

--.- 8 Temporary lnveslinents 

I BORROWER DESIGNATION 
KYOO 18 

I-lANCOCK BANK &TRUST 144,881 250.000 
COMMONWEALTH COMMUNITY BANK 132.587 2s0.000 _, 

MEADE COUNTY BANK 4 ( 3  
Totals - 3.896.193 1.000,4 13 -. 

9 Accounls rnd Notes Rereivahle - NET -- 
355,122 ----.. ACCOUNTS & NOTES 
355,)22 .--. Totals 

, -I1 'IOTALINVES'I'MENTS(I thru I O )  , 7282,795 4.489.665, , 

--- 

- 

RIIS Pinrncinl and Operating Report Electric Distribirtiou - lnvesfmcnts Revision Dale 2010 
Case No. 2012-00492 

Witness: Billie J. Richert 
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IJNITED STATES DEPARTMENT OF AGKICULIURE 
RURAL UTILITIES SERVICE 

.-.- 
NO ORGAKTZATION MATURITY DATE ORIGINAL AMOUNT 

(9 
(8) (b) C) 

I BORROWER DESIGNATION 
KYOO I8 

LOAN BALANCE RII RA L 
$1 UEVELOPklENT 

(e) 

-. 
PERIOD ENDED FINANCIAL AND OPERATING REPORT 

December, 20 I I ELECTRIC DISTI1IBUTION 
INVESTMENTS, LOAN GUARANTEES AND LOANS I 

I 

I INSTRUCTIONS - Reporting of investments is required by 7 CFR 1717. Subpart N. Investment categories reported on this Part correspond to Balance Sheet items in Pan 
IC. Identify all invesmenls in Rural Developrncnt with an 'X' in column (e). Both 'Included' and 'Excluded' Investments must be reported See help in the online 

RUS Pinrncinl and Operating Report Electric Distribution - Lann GuarRnfees Rcvision Dife 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
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FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

-- 
correspond to Balance Sheet items in Pan 
reported. See help In the online 

SECTION 111.  RATIO 
7.24 % 

[Total oflncluded hwestments (Section I ,  I I b) and Loan Guarantees - Loan Balance (Section 11, Sd) to Total Utility Plant (Line 3. Part 

SECTION I\’. LOANS 
-1 

ORCAKIZATION klA’l’lJRITY DATE ORIGINAL AMOUNT LOAN RALANCE RURAL 

d-. ( b) C )  ( C) 

(8 $1 D EV ELOPM EN’I‘ 

RlJS Finnncinl stid Opernliiig Repor1 Elcelric Distribution - Loans Revision Dale 2010 

Case No. 2012-00492 

Witness: Billie J .  Richert 
Page95of 458 

Attachment for Response to KIUC 1$fq 



UNITED STATES T)i'.t'ARIMENT 01: AGRICIlLT1IRE 
IIUR.4L LJTII.iTIIS SER\'lTE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION - 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVII, RUS, W,\S IN FORCE DURING THE REPORTING 
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICIES DURING THE PERIOD CO\'ERED 

BY THIS REPORT PURSLIANTTO PART 1718 OF 7 CFR CHAPTER XV11 
fcirer-k orie of rlrc.~olloiring) 

BORROWER DESIGNATION Kyoo20 

PERloDEND!DED December, 2011 (Prepared with Audited Datal 
- 

NAME Jackaon Purchase Energy Corporation 
-.. 

a ,411 of the ohligalions Undei Uie RUS loan documenls 
Ira1.e beeii fullillecl in all inatei ial respects 

YEAR-TO-D ATE 
ITEM LAST YEAR THIS YEAR BUDGET 

"-" ( Q )  (6) (4 
I. Opeiating Revenue and Patronage Capilal 46,534,070 45,135,203 45,850,011 

Power Produciion Expense __ 0 0 0 
26,856,527 27,759,591 27,370. 896 

0 0 
- ...._.. Cost of Purchased Power 

Transmission Expense - 0 -.I______- 

Kelly Nucko l s  3/1/2012 .- -- 
DATE 

THIS MONTH 
Q 
3,489,495 

0 

2,398,042 
0 .-. 

0 lliere has heen a defaulr in the filfillniml of the obligations 
under tire RUS loan documents Said dchult(s) IS are 
specifically described in Part D of this report. 

5. Regional Marker Expense -- .--_.--__. 
6 Distribution Expense - Operation 2,610,154 3,110,221 2,009,828 355,821 

479,330 7. Distribution Expense - Maintenance 3,198,253 
8 Customer Accounts Expense 1,1.4 7 ,6 3 9 1,055,142 903,577 121,662 

3,871,294 4,268,372 

131,312 82,149 234,322 8,220 - 9 =mer Service and lnfornialional Expense 

IO.  Sales Expense .- -... 
I 1. Adniinistrative and Geneial Expense - -. 

13. Deprecialion and Amortization Expense , 
14. Tax Expense - Property gC Gross Receipts 0 0 0 

15. Tu Expense - Other 46,300 48,869 47,598 

17. Interest Charged to Constiuction - Credit 

19. Other Deductions 4,800 1,450 2,100 0 

)____ 

1,002 26,533 49,657 11,290 
194,681 

12. Total Operation & Mailitenanre Expense (2 lhvrr TI) 36,116,760 38,043,297 37,269,357 3,569,046 

4,920,575 397,392 

0 
4,218 

237,659 
0 0 0 0 

200,518 131,427 253,253 8,932 

_I 

2,171,873 2,138,367 2,432,705 

4,566,846 4,695,048 ~-. 
--- -- 

.- 
- 16. Interest on LonpTemi Deht 2,722,675 2,867,944 2,610,903 

- 
---_.__. -_ 18. Interest Expense - Other 

20. Total Cost o f  Electric Service (12 thru 19) 43,651,899 45,788,035 45,103,786 4,217,247 

21. Patronage Capital & Operating Margins (I m i w s  20) 2,876,171 1652,832) 746,225 (727,752) 
- 

0 - 23. Allowance fFFunds Used During Construction 0 0 0 

24. Income (Loss) from Equity Inveslnients 0 0 0 0 

26 Generation and Tnnsrnission Capital Credits 0 0 0 0 
27. Olhw Capital Credits and Patronage Dividends 898,037 419,241 578,000 0 

25. No11 Operating Margins - Other 19,403 15,688 600 (8,403) 

> 
Extnoidinary Ilems 

Patroiinge Cnpitsl or Margins (21 r h u  28) 
0 0 0 

4,104,369 112,723 1,631,725 (707,813) 
.- 0 --- 



UNITED STATU DEPARTMENI'OF AGRICUL.1URE 
RIJRAI. Ul11.1 I IES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

-, 

I 
. ,I\ISTRUCTIONS - Secltelp in the online application 

YEAR-TO-DATE 
LAST YEAR I THlS YEAR 

BORROWER DESIGNATION 

m o o 2 0  

PERlOD ENDED 
December, 2011 

YEAR-TO-DATE 
ITEM LASTYEAR I THIS YEAR 

(0) (bl (4 lb) .~ 
369 308 5. Miles Tilaitsmission 0 . 0 0  0 . 0 0  _____ 1 New Services Connected - 

2 , 3 9 3 . 9 7  6 .  M i l s  Distiibution - 

7.  Mils  Distiibulion - 

2 , 3 9 3 . 3 2  73 Ovcrhead 2. Swviccs Retired 1 2 7  

523 .66  

8. Total n4iler Energized 2 , 9 0 9 . 4 2  2 , 9 1 7  I 6 3  

3 5 , 1 6 4  516 -10 3. Total Services in Place 3 4 , 9 2 9  Underground 

(5+6 f 7) 
4. Idle Services 

-11 

5,740 6 , 0 0 4  
(Dicliide Seosunals) 

--"-.-- PART C. BALANCE SHEET -. .- 
ASSETS AND OTHER DEBITS LIABILITIES AND OTHER CREDITS 

I .  Tnlal Utility Plan1 in Service 1 3 4 , 6 2 4 ,  348 30- Membcnhips 1 5 7 ,  a65 
2. Consttuction Wol'k in Progress 

-I 

2,907 t 866 31. Patronage Capital 3 9 , 1 3 7 , 6 9 4  
3. Total Utility Plant I1 + 2) 1 3 7 , 5 3 2 , 2 1 4  32. OpmatingMargins -PriorYmrs 0 

( 2 3 3 , 5 9 2 )  - 
2- - 
- 

Accuin. Provision for Depreciation and AmmT 45,094,854 33. Operating Margins - Cuwent Year 

9 2 , 4 3 7 , 3 6 0  34. Non-Operating Margins 3 4 6 , 3 1 5  5. 
6. Non-Utility Propnly (Net) 0 35. Other Margins: and F,quihs ( 3 4 5 , 0 2 5 )  
7, Inveslnients in Subsidiary Companies 0 36. Total Margills 6r Equities (30 rhru 35) 3 9 , 0 6 3 , 2 5 7  
8. Invest. in Assoc. Org. ~ Patronage Capital 1 , 4 7 7 , 0 8 7  37, Long-Tenn Debt - RUS (Net) 2 9 , 8 6 6 , 3 1 8  

2 1 , 6 7 9 , 8 3 5  

IO. 
I I .  Investments in Economic Dcveloprnent Pro,iects 0 40. Long-Tern, Deht Other (Net) 1 1 , 7 7 9 , 4 7 1  

0 12. Other Investments 0 41. Long-Tenn Debt - RUS . Econ. Devel. (Ne0 
'3. Special Funds 236 1 1 5  42. Payments - Unapplied 5 , 6 8 4 , 5 3 9  

-- Nct Utility Pleat ( 3  .. 4) 

9. Invest. in Assoc. Org 5 ,  000 " 38. 1-ong-Term Deht - FFB . RUS Guaranteed _I 

1 , 4 7 9 , 5 1 9  39. Long-Tani_Debl- Orha. - RUS Guaranteed 0 ...---.- -- Invest. in Assoc. Org. - Other - Nongeneral Funds 

..- 

--.I 
RtJS Financial m d  Operating Report Elecfrlc Distribution Revision Date 2010 

Case No. 2012-00492 

Witness: Billie J. Richert 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

INSTRUCTIONS - See help in the online application 

.-_. 

An accurate estimate of Contributions in Aid of Construction cannot be made. The amount shown 
reflects contributions made since inception of tracking. 

BORROWER DESIGNATION 

KY0020 

.~ 
PERlOD ENDED 

December. 201 I 

The Corpaation has collected GPS data and has electronically mapped its entire system. Data 
collection expense has been deferred into account 186 and is being amortized over an eight (8) year 
life. 

Effective with the May 2008 report, the Corporation is reporting line mile data based on GIS data. This 
line mile data is less than previously reported mileage data. 

RUS Financial and Operating Report Elechic Distribution 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page98of  458 
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UNITED STATES DEPARTMENT OF AGRICULT(JRE 
RURAL UTlLlTIES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTJON 

INSTRlJCTlONS - See lielp in the online application. I 

BORROWER DESIGNATION 

KY0020 

lPER’OD ENDED December, 201 1 
I 

- PART D. CERTIFICATION LQAN DEFAULT NOTES 

RUS Financial and Opemting Report Electric Distribution 
Case No. 2012-00492 

Witness: Billie J. Richert 
Page99of  458 

Attach&&”&%@#onse to KIUC 1 8  9 



UNITED STATES OEPARTMINl  Or AGRlrULTURE 
R U M L  UTILITIES SERVlC E 

FINANCIAL AND OPERATING REPORT 
ELECTRlC DISTRIBUTION - - 

STRUCTIONS S w  help in the onliiic applicoiron. 

DESCRIPTION 

apital Credits - Received 

--- 
Amounl Due o_"er 60 Days 

RUS Finaricinl and Operatitlg Report Electric Distribution Revision Dntc 2010 

BORROWER DESIGNATION Kyoo20 

-- 
PERIOD ENDED 

December, 2011 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 100 of 458 

Attachment for Response to KIUC 1#f 9 

PART E, CHANCES IN UTILITY PLANT 
B %LANCE ADJUSTMENTS AND BALANCE 

PL4NT lTEhl BEGINNING OF YEAR ADDITIONS RETIREMENTS TRANSFERS END OF YEAR 
(4 ( b )  (4 __ ($1 (4 

1 Dishrbulron Plant 1 1 6 , 9 5 0 , 6 6 5  -- 7 , 9 5 9 , 9 4 5  1 , 2 1 8 , 6 9 4  1 2 5 , 6 9 1 , 9 1 6  

________ 2. Geneial Plant 
3 Headquaneh Plan1 2 , 3 8 8 , 9 0 9  3 7 2 , 4 0 7  2 ,761 ,316  

5 , 9 3 3 , 4 3 5  7 5 7 , 6 8 8  :i 520100ii"--- i'i 6 , 1 7 1 , 1 1 6  

4 Intangibles 0 

0 -- 5. Ttanwirwon Plant 
6 Regional Trimmission and Maiket 



UNITED STATES DEPARTMENTOF 4GRlCUL.TURE 
RURALUTILITIES SERVICE 

,NSTRUCTIONS - See help in the online application 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

PERIOD ENDED 
Dccnnbcr, 20 1 1 

I BORROWER DESIGNATION 

No ITEM SUPPLIER RENEWABLE RENEWABLE kM’lr TOTAL 
CODE ENERGY FUEL PURCHASED COST 

PROGRAM TYPE 
NAME 

(a) @) (e) (d) (e) (n 
1 Big Rivers Elecliic 1692 Biomass Biomass -wood 6,000 175 

Cop (KY0062) 
2 Big Rivers Electric I 692 683.757.836 27,759,416 

Cog, (KY0062) 
Total 683,763,836 27,759,591 

KY0020 

AVERAGE INCLUDED IN INCLUDEDIN 

(Ceiitslk\VJi) FUEL COST WHEELING 
ADJUSTMENT AND OTHER 

COST TOTAL COST - TOTAL COST - 

CHARGES 
(E) (11) (i) 

2.92 0 174 

4.06 3,000.068 (5,350.446) 

4.06 3.000.068 (5,350272) 

RUS Finailcia1 and Operating Report Electric Distribution 
Case No. 2012-00492 

Attachme&el%P@!!4@@&e to KIUC 1-$ 
Witness: Billie J. Richert 

Page 101 of 458 



UNITED STATES DEPAltTMKN'I' OF AGHICLILTIJRE 
RURAL UTILITIES SERVICE I 

AISTRUCTIONS - See help in tlie online application 

I FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

- 
PERIOD ENDED 

Deceniber. 201 1 

BORROWER DESIGNATION 

KY0020 

RUS Financial and Operating Report Electric Distribution 
Case No. 2012-0049 

Witness: Billie J. Bichert - .Attachrnen%"m@"&%@%%e to KIUC 

Page 102 of 458 



UNITED STATES DEPARTMENT OF AGRICULTURE BORROWER DESIGNATION 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

\ISTRt!CTIONS - See help iii the online applicalion. 
I 
I 

RUS Financial and Operating Report Electric Distribution 

KY0020 

PERIOD ENDED 
Decemtm, 20 I 1 

Case No. 2012-00492 
A t t a c h m e n t z ~ ~ j i ( n & ~ ~ ~ ~ ~ ~  to KIUC 1 4  

Witness: Billie J. Richert 
Page 103 of 458 
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IJNITED STAI ES DEPARTMENT OF AGRICULTURE 
RURAL UTII.II'IES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION .- 

rSTRUCTlONS - See help in lhe online application. 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 104 of 458 

Attachment for Response to KIUC I f  9 

BORROWER DESIGNATION 
xy0020 

PERIOD ENDED 
December, 2 0 1 1  

1. Dale of Lnsr Annual Mecting 2. Tola1 Nuniber of Rlenibm 

6/9/2011. 22,761 

by Proxy or Mail 
5. Number of  Meniben Voling 6 Total Number of Board Meniben 

0 8 

3. Number of Members Present at Meeting 4 Was Quoruin Present? 

34 7 Y 

7. Total Amount of Fees and Expenses 8.  Docs Manager Have 
for Board Meniben wrinen Contract? 

$ 5 4 , 5 3 6  N 



RURAL UTILITIES SERVICE 
FINANCIAL AND OPERATING REPORT 

!NSTRUCTIONS - See help in tlic online application. 

PART N. LONG-TERM DEBT .WD 
No ITEM BALANCE END OF 

\'E 4R 
(a) 

I Run1 Utilities Seivice (Excludes RUS - 29,866,3 I8 

511,744 

3 CoBank.ACB 1 1.267.727 
4 Federal Fjiiancinp Bank 21,679,835 
5 RUS - Econoniic Development Loans 
6 Payments Unapplied 5.684.539 

TOTAL 57,64 1,085 

Econoinic Development Loans) 

Cornomtion 
2 National Rural Utilities Cooperative Finance 

RUS Financial and Operating Report Electric Distribution 

BORROWER DESIGNATION 

KY0020 

PERIOD ENDED 
December, 20 1 I 

DEBT SERVICE REQUIREMENTS 
INTEREST PRINCIPAL TOTAL 

(Billed This Year) (Billed This Year) (Billed This Year) 
@) (C) (d) 

1,352,070 649,973 2,002,043 

30,087 59,071 89,158 

565.529 920,156 1.485.685 
I,531,047 92 5.22 1 605,826 

2,872,907 2,235,026 5,107,933 

Case No. 2012-00492 
AttachmenaefliSk"f&'&e to KIUC 1-8 

Witness: Billie J. Richert 
Page 105 of 458 



FINANCIAL AND OPERATING REPORT 

CLASSlFlCATION DECEMBER CONSUMERS SERVED SEAR TO DATE 

RUS Financial and Opersting Report Electric Distribution Revision Date 2010 

Case No. 2012-00492 
Attachment for Response to KIUC 19 

Witness: Billie J. Richert 
Page 106 of 458 



UNIIED STATES REPARTMENT OF AGRICULTURE BORROWER DESIGNATION 
RURAI. U I'ILITIFS SERVlCE KY0020 

ADDED THIS YEAR 
No. of Amount Estimated 

Consirieers Invested MMBTU Savings C L A W  FI CATION 

ENDED December, 2011 -1 FIN4NCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

I 

TOTAL TO DATE 
No. of Amount Estimated 

Consumers liwesicd RIMBTU Savings 

1 ~ 

2. Residential Salcs -Seasonal 
3. Irrigation Sales 
4. Comm. and ind. 1000 KVA or Less 
5. Conim and lnd. Ovei 1000 ICVA 
6, Public Street and Highway Ligliting 
7. Orlier Sales to Public AulJiorities 
8. Sales foi Resale - RUS Bonowas 
9. Sales foi Resale - Olher 

Residential Sales (excluding seasonal) 

10. Total 

(4 fb) (d (4 (e) (0 
1,720 11,218 1,438 11,559 76,860 9,672 

1,720 11,218 1,438 11,559 76,860 9,672 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 107 of 458 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

FINANCIAL AND OPERATlNG REPORT 
ELECTRIC DISTRIBUTION 

INVESTMENTS, LOAN GUARANTEES AND 
I 

BORROWER DESIGNATION 
KYO020 

mlication. 
PART 0. SECTION I. 

No DESCRIPTION 

(8 )  

2 lnvcstments in Associated Organizations 
NRUCFC-Hemdon VA Patronage Capital 
United Utility Supply-Louisville KY Pationage Capital 
Ky Assoc Elec Coops-Lou KY Patronage CapiiaI 
NISC-St Peters MO Patronaae Capital 
KAEC-Lou KY Ccrlificate of Deposit 
NRUCFC-Herdon VA Capital Term Certificates 
Rural Coop Credit Union-Lou KY Share Account 
Big Ri\eis Elechic Corp-Henderson KY Meiiibership 
CoBank-Denver CO Patronage Capital 
Federated Rrl Ins Esc-Lenexa KS Patronage Capital 
NRECA-Arlington !'A Membership Cerlificale 

Ballard Rrf Tel CoopLaCenter KY Paboiiage Capital 
NRUCFC-Hemdon VA Meinhership Certificate 

- 
___ 

National Rrl Tel Cwp=Hemdon VA Patronage Capital 

Toials - -- 

Defmed Compensation Assets 
Totals 

Paducah Bank-PadEah KY General Checking 
Credit Card Payments m Transit 
e-Payments in Transit 
Cash in Dmvers & Petty Cash 
Totals 

NRUCFC-Heindon VA Commercial Paper 
Totals 

Accounts Receivable-FEMA 
Accounts Receivable-Other 
Totals 

5 Special Funds 

6 Cnsh -General 

- 
8 Temporary lnvcstmeiits 

9 Accounts and Notes Receivable -NET 

11 TOTAL INVESTMENTS ( 1  Uuu IO) 

RUS Financial and Operating Report Electric Distribution - Investments 

INVESTMENTS (See Instructions for definitions of Income or Loss) 
INCLUDED EXCLUDED INCOME OR LOSS RUIML 

DEVELOPMENT 
C) (e) 

(E) 6) (i) 
- -- 

43,969 3,214 
36 1.4 16 13.600 
62,953 
2,285 
5.000 20 

941.585 46,407 
5 0 

536.894 115,412 
122,465 20.2 1 0 

25 

IO 
883.754 262,054 

--_l 

245 _- 
1.000 

1,438.153 1,523,453 461.8 17 

~~ 

236.1 I5 
236,115 

681,111 ~ 250,000 ~ 

-- 

37.470 - 
260 
1,800 

720.641 250.000 

2,000,000 
2,000,0w 

~ ~~ 

~ - ~ 

2,627,638 
102,456 

2,730.094 
5,125,003 3,773,453 461.817 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 108 of 458 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
RURAL UTILITIES SERVICE 

PERIOD ENDED FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

INVESTMENTS, LOAN GUARANTEES AND LOANS December. 201 I 
I 

BORROWER DESlGNATIQN 
KY0020 

No ORGANIZATION 

(a) 
TOTAL 
TOTAL (Included Loan Guarantees Only) 

RUS Financial and Operatiirg Report Electric Distribution -  bat^ Guarantees 

MATURITY DATE ORIGINAL AMOUNT LOAN BALANCE RURAL 
(Q $1 DEVELOPMENT 

(b) C) (e) 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 109 of 458 
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IJNITED STATES DEPARTMENT OF AGRlCULTURE 
RURAL UTILlTlES SERVICE 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION I INVESTRNNTS, LOAN GUARANTEES AND M A N S  

RUS Fiiianciat and Operntlng Report Electric Distribution - Loans 

BORROWER DESIGNATION 
KY0020 

- 
PERIOD ENDED 

December, 20 I I 
-- 

Case No. 2012-00492 
Attachment for P2@8#8€?c88'k~~~ 1 8  

Witness: Billie J. Richert 
Page 110 of 458 

RATIO OF 1NVESTMENTS AND LOAN GUARANTEES TO UTILITY PLANT 
[Total of Incltided Investments (Section 1,1 I b) and Loan Guaimtees ~ Loan Balance (Section I1,Sd) to Total Utility Plant (Line 3, Part 
C) of this repoitl 

3.73 % 

No ORGANIZATION 

(9 )  

1 Employecs. Officers. Directors 
2 Energy Resources Consewation Loans 

TOTAL 

MATURITY DATE ORIGINAL AMOIJNT LOAN BALANCE RURAL 
DEVELOPMENT 

(b) C) (e) 
($1 

0 0 
0 0 
0 0 



ALAN M. ZUMSTEIN 
CERTIFIED PUBLIC ACCOUNTANT 

1032 C"F0RD DRIVE 
LEXINGTON, KENTUCKY 40509 
(859) 264-7l47 
zumste in~win l i sh .ne t  

MEMBER 
*AMERICAN INSIlTUTE OF CPAIS 
*KENTUCKY SOCIETY OF CPA'S 
*INDIANA SOCIETY OF CPA'S 
a AICPA DIVISION FOR FIRMS 
4"NF.SSEE STATE BOARD OF 

ACCOUNTANCY 

To the Board of Directors 
Meade County Rural Electric Cooperative 

I have audited the financial statements of Meade County Rural Electric Cooperative for the year ended 
October 3 1,201 I,  and have issued my report thereon dated December 19,201 1. I conducted my audit in 
accordance with auditing standards generally accepted in the United States of America, the standards 
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States, and 7 CFR Part 1773, Policy on audits of the Rural Utilities Service (RUS) 
Borrowers. Those standards require that I plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 

In planning and performing my audit of the financial statements of Meade County for the year ended 
October 3 1, 201 1, I considered its internal control over financial reporting in order to determine my 
auditing procedures for the purpose of expressing an opinion on the financial statements and not to 
provide assurance on the internal control over financial reporting. 

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

7 CFR Part 1773.3 requires comments on specific aspects of the internal control over financial reporting, 
compliance with specific RUS loan and security instrument provisions and other additional matters. I 
have grouped my comments accordingly. In addition to obtaining reasonable assurance about whether the 
financial statements are free from material misstatements, at your request, I performed tests of specific 
aspects of the internal control over financial reporting, of compliance with specific RUS loan and security 
instrument provisions and of additional matters. The specific aspects of the internal control over financial 
reporting, compliance with specific RUS loan and security instrument provisions, and additional matters 
tested include, among other things, the accounting procedures and records, material control, compliance 
with specific RUS loan and security instrument provisions set forth in 7 CFR Part 1773.3(d)( 1) related 
transactions, depreciation rates, a schedule of deferred debits and credits and a schedule of investments, 
upon which I express an opinion. In addition, my audit of the financial statements also included the 
procedures specified in 7 CFR Part 1773.38--45. My Objective was not to provide an opinion on these 
specific aspects of the internal coiitrol over financial reporting, compliance with specific RUS loan and 
security instrument provisions, or additional matters, and accordingly, I express no opinion thereon. 

No reports, other than my independent auditor's report, and my independent auditor's report on internal 
control over financial reporting and compliance and other matters, all dated December 19, 201 1, or 
summary of recommendations related to my audit have been furnished to management, 

Case No. 2012-00492 
Attachment for Response to KIUC I# 

Witness: Billie J. Richert 
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To the Board of Directors 
Meade County Rural Electric Cooperative - 2 

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

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

I noted no matters regarding Meade County’s internal control over fiiiancial reporting and its operation 
that I consider to be a material weakness as previously defined with respect to: 

1. The accounting procedures and records; 
2. the process for accumulating and recordiiig labor, material and overhead costs, and the 

distribution of these costs to construction, retirement, and maintenance and other expense 
accounts, and; 

3. the material controls. 

However, I recommend corrective action be taken in the following area: 
1. I noted an excessive difference in one of the inventory items. This item should have been 
recounted before the adjustment was made the inventory records. This difference would cause 
the current inventory to be misstated, along with the beginning balance for the next inventory. 
This item was subsequently recounted and an adjustment made the inventory records to 
reflect an accurate count. 

Comments on Compliance with Specific RUS Loan and Security Instrument Provisions 

At your request, I have performed the procedures enumerated below with respect to compliance with certain 
provisions of laws, regulations, and contracts. The procedures I performed are summarized as follows: 

e Procedures performed with respect to the requirement for a borrower to obtain written approval of the 
mortgagee to enter into any contract for the operation’or maintenance of property, or for the use of 
mortgaged property by others for the year ended October 3 I , 20 1 I ,  of Meade County. 
1. Meade County has not entered into any contract during the year for the operation or 

maintenance of its property, or for the use of its property by others as defined in 
1773.33(e)( l)(i). 

0 Procedures performed with respect to the requirement to submit RUS Financial and Operating 
Report Electric Distribution to RUS: 
1. Agreed amounts reported in RUS Financial and Operating Report Electric Distribiition 

to Meade County’s records as of December 3 1 I 2010. 

The results of my tests indicate that, with respect to the items tested, Meade County complied in all material 
respects, with the specific RUS loan and security instrument provisions referred to below. With respect to 
items not tested, nothing came to my attention that caused me to believe that Meade County had not 
complied, in all material respects, with those provisions. The specific provisions tested, as well as any 
exceptions noted, include the requirements that: 

e The borrower has submitted its RUS Financial and Operating Report Electric Distribution to 
RUS and the RUS Financial and Operating Report Electric Distribution, as of December 3 1, 
2010, represented by the borrower as having been submitted to RUS appears to be in agreement 
with its audited records in all material respects. 
During the period of this review, Meade County received no long term advances from CFC an 
loans controlled by the RUSKFC Mortgage and Loan Agreement. 

e 
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To the Board of Directors 
Meade County Rural Electric Cooperative - 3 

Comments on Other Additional Matters 

In connection with my audit of Meade County, nothing came to my attention that caused me to believe 
that Meade County failed to comply with respect to: 

The reconciliation of continuing property records to controlling general ledger plant accounts 
addressed at 7 CFR Part 1773.33(c)( I); 
The clearing of the construction accounts and the accrual of depreciation on completed 
construction addressed at 7 CFR Part 1773.33(~)(2); 
The retirement of plant addressed at 7 CFR 1773.33(~)(3) and (4); 
Approval of the sale, lease, or transfer of capital assets and disposition of proceeds for the sale or 
lease of plant, material, or scrap addressed at 7 CFR Part 1773.33(~)(5); 
The disclosure of material related party transactions, in accordance with Statement of Financial 
Accounting Standard No. 57, Related party Transactions, for the year ended October 3 1,201 1, in 
the financial statements referenced in the first paragraph of this report addressed at 7 CFR Part 

The depreciation rates addressed at 7 CFR Part 1773.33(g); 
The detailed schedule of deferred debits and deferred credits; and 
The detailed schedule of investments, of which there were none. 

1773.330; 

My audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The detailed schedule of deferred debits and deferred credits required by 7 CFR Part 1773(h) and 
provided below is presented for purposes of additional analysis and is not a required part of the basic 
financial statements. This information has been subjected to the auditing procedures applied in my audit 
of the basic financial statements and, in my opinion, is fairly stated in all material respects in relation to 
the basic financial statements taken as a whole. 

The deferred credits are as follows: 
Consumer advances for construction $5 80,073 - 

This report is intended solely for the information and use of the Board of Directors, management, RUS, 
and supplemental lenders and is not intended to be and should not be used by anyone other than these 

" specified parties. 

&M* 
Alan M. Zumstein, CPA 
December 19,201 1 
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To the Board of Directors 
Meade County Rural Electric Cooperative 

I have audited the balance sheets of Meade County Rural Electric Cooperative, as of October 3 1 ,  201 1 
and 2010, and the related statements of income and patronage capital and cash flows for the years then 
ended. These financial statements are the responsibility of Meade County Rural Electric Cooperative's 
management. My responsibility is to express an opinion on these financial statements based on my 
audits. . 

I conducted my audits in accordance with auditing standards generally accepted in the United States of 
America, the standards applicable to financial audits contained in Government Auditing Standards issued 
by the Comptroller General of the United States and 7 CFR Part 1773, Policy on Audits of Rural Utilities 
Service (RUS) Borrowers. Those standards require that I plan and perform the audits to obtain reasonable 
assurance about whether the financial statements are fiee from material misstatement. An audit includes 
examining on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. I believe that my audits 
provide a reasonable basis for my opinion. 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Meade County Rural Electric Cooperative as of October 3 J , 201 I and 20 IO, and tlie 
results of operations and cash flows for the year then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Stundards, I have also issued a report dated December 19,20 I I , 
on my consideration of Meade County Rural Electric Cooperative's internal control over financial 
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters. The purpose of that report is to describe the scope of my testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an " 

opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of my audits. 

Apk*+.M. 
Alan M. Zumstein, CPA 
December 19,201 1 
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ACCOUNTANCY 

To the Board of Directors 
Meade County Rural Electric Cooperative 

I have audited the financial statements of Meade County Rural Electric as of and for the years ended 
October 31, 201 I and 2010, and have issued my report thereon dated December 19, 201 1. I conducted 
my audits in accordance with generally accepted auditing standards and the standards applicable to 
financial audits contained in Governrnenf Auditing Sfandards, issued by the Comptroller General of the 
United States. 

Internal Control Over Financial Reporting 

In planning and performing my audit, I considered Meade County’s internal control over financial 
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Meade 
County’s internal control over financial reporting. Accordingly, I do not express an opinion on the 
effectiveness of Meade County’s internal control over financial reporting. 

A control deficiency exists when the design or operation of a control does not allow management 
employees, in the normal course of performing their assigned hnctions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there 
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal control. 

, 

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control. 

My consideration of the internal control over financial reporting was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal control 
that might be significant deficiencies or material weaknesses, I did not identie any deficiencies in 
internal control over financial reporting that I consider to be material weaknesses, as defined above. 
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To the Board of Directors 
Meade County Rural Electric Cooperative 
Page - 2 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Meade County’s financial statements are free of 
material misstatement, I performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement aniounts. However, providing an opinion on compliance with those 
provisions was not an objective of my audit, and accordingly, I do not express such an opinion. The 
results of my tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Audiling Standards. 

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

*M. - 
Alan M. Zumstein, CPA 
December 19,20 1 1 
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Assets 

Electric Plant, at original cost: 
In service 
Under construction 

Less accumulated depreciation 

Investments in Associated Organizations 

Current Assets: 
Cash and cash equivalents 
Accounts receivable, less allowance for 

Other receivables 
Material and.supplies, at average cost 
Other current assets 

20 I 1 of $4 12,224 and 20 10 of $44 1,646 

Total 

- Members' Ecluities and Liabilities 

Members' Equities: 
Memberships 
Patronage capital 
Other equities 
Accumulated other comprehensive income 

L,ong Term Debt 

Accumulated Postretirement Benefits 

Current Liabilities: 
Accounts payable 
Current portion of long term debt 
Consumer deposits 
Accrued expenses 

Consumer Advances 

Total 

- 201 I 

$97,915,312 
2,4 19,896 

100,335,208 
28,O 1 7,908 
72,3 17,300 

2,335,397 

1 1,6 16,442 

2,407,536 
93,213 

1,220,439 
441,6 18 

15,779,248 

$90,43 1,945 

$ 94,400 
25,8 13,645 

949,82 1 
(1 87,349) 

26,670,5 17 

55,924,406 

1,299,455 

1,790,682 
2,750,000 

753,500 
663,3 12 

5,957,494 

580,073 

$90.431.945 

$93,1,36,623 
2,169,785 

95,306,408 
26,150,475 
69,155,933 

2,32 1,725 

7,129,069 

2,2 14,590 
234,134 

1,224,53 I 
463,252 

1 1,265,576 

$ 82,743,234 

$ 98,435 
24,200,187 

933,119 
(202,707) 

25,029,034 

50.507.154 

1 , 130,066 

1,664,026 
2,700,000 

7 10,266 
43 1,18 I 

5,505,473 

571.507 

$82.743.234 

The accompanying notes are an integral part of the financial statements. 
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Statements of Revenue and Patronage Capital 

for the years ended October 3 1 , 201 1 and 2010 

2011 

Operating Revenues $35,672,830 

Operating Expenses: 
Cost of power 20,17 I ,324 
Distribution - operations 2,585,271 
Distribution - maintenance 2,885,003 
Consumer accounts 1,388,980 
Customer services 2533 19 
Administrative and general 1,57236 1 
Depreciation, excluding $274,354 in 20 1 1 and 
. 3,186,325 
Taxes, other than income 33,467 
Other deductions 9,650 

32,086,100 

3,586,730 

$29 1,449 in 20 10 charged to clearing account 

Operating margins before interest charges 

Interest Charges: 
Long-term debt 
Other 

2,128,676 
6,979 

- 2010 

$ 33,909,226 

18,559,412 
2,262,728 
2,977,495 
1,308,680 

225,150 
1,465,258 

3,030,276 
32,950 
12,855 

29,874,804 

4,034,422 

2,204,947 
25.497 

2,135,655 2,230,444 

Operating margins after interest charges 1,45 1,075 1,803,978 

Nonoperating Margins 
Interest income 157,142 161,647 
Others 109,677 20,452 

266,s 19 . 182,099 

92, I 50 174,900 Patronage Capital Credits 

Net Margins 1,8 10,044 2,160,977 

Patronage Capital, beginning of year 24,200,187 22,200, I95 

Refunds to estates of deceased members (1 96,586) (1 60,985) 

Patronage Capital, end of year $25,8 13,645 $24,200, I87 

The accompanying notes are an integral part of the financial statements. 
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Statements of Cash Flows 

for the years ended October 3 1,201 1 and 2010 

- 201 I 

$ 1,810,044 

2010 

$ 2,160,977 
Cash Flows from Operating Activities: 
Net margins 
Adjustments to reconcile to net cash provided 

by operating activities: 

Charged to expense 
Charged Lo clearing accounts 

Patronage capital credits assigned 
Accumulated postretirement benefits 
Change in assets and liabilities: 

Depreciation: 

Receivables 
Material and supplies 
Other assets 
Payables 
Consumer deposits and advances 
Accrued expenses 

3,030,276 
29 1,449 

(1 74,900) 
307,228 

3,186,325 
274,354 
(92,150) 
184,747 

(52,025) 
4,092 

2 1,634 
126,656 
5 1,800 

232,13 1 
5,747,608 

756,526 
161,783 

(374,609) 

- (1 77,398) 

(59,779) 

7,45 1 

5,929,004 

Cash Flows from Investing Activities: 
Plant additions 
Plant removal costs 
Salvage recovered from retired plant 
Receipts from other investments, net 

(6,194,843) 
(73 6,564) 
309,361 
78,478 

(6,543,568) 

(5,877,068) 
(673,804) 
264,550 
90,334 

(6,195,988) 
I 

Cash Flows from Financing Activities: 
Net increase in memberships 
Refund of patronage capital to members 
Increase in other equities 
Payments on long term debt 
Advances of long term debt 
Advance payment on long term debt 

(4,035) 
(196,586) 

16,702 
(2,695, I 52) 
8,750,000 
(587,596) 

5,283,333 

(3,525) 
(160,985) 

(1,892) 
(2,658,489) 
4,636,000 
2,496,292 
4,307,40 I 

I 
I Net increase in cash 4,487,373 4,O40,4 1 7 

Cash and cash equivalents, beginning of year 7,129,069 3,088,652 

Cash and cash equivalents, end of year $ I 1,616,442 $ 7,129,069 

Supplemental cash flows information: 
Interest paid on long-term debt $ 2,148,360 $ 2,225,891 

The accompanying notes are an integral part of the financial statements. 
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Notes to Financial Statements 

Note 1. Summary of Significant Accounting Policies 

Meade County Rural Electric Cooperative Corporation (“Meade County”) maintains its records in 
accordance with the policies prescribed or permitted by the Kentucky Public Service Commission 
(“PSC”) and the United States Department of Agriculture, Rural Utilities Service (,,RUS), which 
conform in all material respects with generally accepted accounting principles. The more significant of 
these policies are as follows: 

Electric Plant Electric plant is stated at original cost, which is the cost when first dedicated to public 
service. Such amount includes applicable supervisory and overhead cost including any construction 
period interest and taxes. There was no interest required to be capitalized during the year. 

The cost of maintenance and repairs, including renewals of minor items of properly, is charged to 
operating expense. The cost of replacement of depreciable property units, as distinguished from minor 
items, is charged to electric plant. The units of property replaced or retired, including cost of removal, net 
of any salvage value, is charged to accumulated depreciation. Electric plant consists of: 

Distribution plant 
General plant 

Total 

- 201 1 2010 
$90,2 1 7, I 56 $85,678,2 17 

7,698,156 7,458,406 
$97,915,312 $93,136,623 

Depreciation Provision has been made for depreciation on the basis of the estimated lives of assets, 
using the straight-line method. Meade County uses a composite depreciation rate of 3.36% for 
distribution plant. General plant rates are as follows: 

Structures and improvements 
Transportation equipment 
Other general plant 

2.5% - 3% 
12.5% - 25% 
5% - 14.3% 

Cash and Cash Equivalents 
original maturities of three months or less to be cash equivalents. 

Off Balance Sheet Risk Meade County has off-balance sheet risk in that they maintain cash deposits in 
financial institutions in excess of the amounts insured by the Federal Deposit Insurance Corporation 
(FDIC). At October 3 1, 201 I ,  the financial institutions reported deposits in excess of the $250,000 FDIC 
insured limit on several of the accounts. 

Meade County considers all short-term, highly liquid investments with 

Estimates The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results 
could differ from those estimates used in the preparation of the financial statements. 

Revenue Meade County records revenue as billed to its consumers based on monthly meter-reading 
cycles. AI1 consumers are required to pay a refundable deposit, however, it may be waived under certain 
circumstances. Meade County’s sales are concentrated in a six county area of western Kenhicky. There 
were no consumers whose individual account balance exceeded 10% of outstanding accounts receivable 
at October 31, 201 I or 2010. Consumers must pay their bill within 20 days of billing, then are subject to 
disconnect after another 10 days. Accounts are written off when they are deemed to be uncollectible. The 
allowance for uncollectible accounts is based on the aging of receivables. 
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Notes to Financiai Statements 

Note 1. Summary of Significant Accounting Policies, continued 

Cost of Power Meade County is one of three (3) members of Big Rivers Electric Corporation, Inc. (“Big 
Rivers”). Under a wholesale power agreement, Meade County is committed to purchase its electric power 
and energy requirements from Big Rivers until 2043. The rates charged by Big Rivers are subject to 
approval of the PSC. The cost of purchased power is recorded monthly during the period in which the 
energy is consumed, based upon billings From Big Rivers. 

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

Lmel 1: Quoted prices (unadjusted) or identical assets or liabilities in active markets 
that tlie entity has the ability to access as of the measurement date. 

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted 
prices of similar assets or liabilities, quoted prices in markets that are not active, and 
other inputs that are observable or can be corroborated by observable market data. 

Level 3: Significant unobservable inputs that reflect an organization’s own 
assumptions about the assumptions that market participants would use in pricing an 
asset or liability. 

The carrying amounts of Meade County’s cash and cash equivalents, other receivables, investments, 
inventories, other assets, trade accounts payable, accrued expenses and liabilities, and other liabilities 
approximate fair value due to their short maturity. Investments in associated organizations are not 
considered a financial instrument because they represent nontransferable interests in associated 
organizations. Other assets and liabilities are not considered financial instruments because they represent 
activities specifically related to Meade County. Long term debt can not be traded in the market, and is 
specifically for electric cooperatives and, therefore, a value other than its outstanding principal cannot be 
determined. 

Meade County may, and also does, invest idle funds in local banks and occasionally in National Rural 
Utilities Cooperative Finance Corporation (“CFC”) commerciai paper. These investments are classified 
as held-to-maturity in accordance with fair value measurements and disclosures topic. Held-to-maturity 
securities are presented at amortized cost. The fair value of held-to-maturity securities approximates cost 
at 201 1 and 2010. 

Environmental Contingency Meade County from time to time is required to work with and handle 
PCBs, herbicides, automotive fluids, lubricants, and other hazardous materials in the normal course of 
business. As a result, there is the possibility that environmental conditions may arise which would require 
Meade County to incur cleanup costs. The likelihood of such an event, or the amount of such costs, if any, 
cannot be detennined at this time. However, management does not believe such costs, if any, would 
materially affect Meade County’s financial position or its future cash flows. 
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Note 1. Summary of Significant Accoilnting Policies, continued 

Generation and Transmission Corporation As discussed in the preceding notes, Meade County 
purchases electric power fiom Big Rivers, a generation and transmission cooperative association. The 
membership of Big Rivers is comprised of Meade County and two other distribution cooperatives. 

On July 16, 2009, Big Rivers consummated an “unwind” transaction with E.ON US under which Big 
Rivers will assume froin E.ON US full responsibility for operating its three generation facilities and the 
obligation to serve two aluminum smelters through Kenergy Corp.‘ E.ON US provided cash payments, 
asset transfers and other benefits to Big Rivers, which resulted in Big Rivers booking extraordinary 
income of $537,978,000 in 2009. These economic benefits allowed Big Rivers to pay down 
approximately $140,000,000 of debt, provide $253,000,000 of rate stabilization funds, and .increase its 
equity to a positive $379,391,000 from a deficit of ($I54,602,000) at December 31, 2009. After 
consideration of all relevant facts and information Meade County has elected to continue valuing the non- 
cash allocations received from Big Rivers at zero for financial accounting purposes, a practice it has 
followed since Big Rivers emerged from bankruptcy in 1998 during which all previous booked non-cash 
allocations were reduced to zero. Meade County will continue to make memorandum entries in its 
patronage subsidiary ledger of the face amount of,the allocations received from Big Rivers. Refer to the 
subsequent footnote for the income tax treatment of these non-cash allocations. 

Risk Management Meade County is exposed to various forms of losses of assets associated with, but 
not limited to, fire, personal liability, theft, vehicular accidents, errors and omissions, fiduciary 
responsibility, workers compensation, etc. Each of these areas is covered through the purchase of 
commercial insurance. 

Advertising Meade County expenses advertising costs as incurred. 

Income Tax Status Meade County is exempt from federal and state income taxes under section 
50 1 (c)( 12) of the Internal Revenue Code and accordingly, the accompanying financial statements include 
no provision for such taxes. When applying the 85 percent test of IRC 501(c)(12), Meade County 
excludes the Big Rivers nan-cash allocations from “gross income”. 

Effective January 1,2008, Meade County adopted the provisions of the Income Tmes Topic of the FASB 
ASC that pertains to accounting for uncertainty in income taxes. Meade County had no prior 
unrecognized tax benefits as a result of the implementation. Management evaluates its potential exposures 
from tax positions taken that have or could be challenged by taxing authorities. These potential exposures 
result because taxing authorities may take positions that differ from those taken by management in the 
interpretation and application of statures, regulations, and rules. There are no tax positions for which the 
ultimate deductibility is highly uncertain included in the accompanying financial statements. Meade 
County recognizes interest accrued related to unrecognized tax benefits in interest expense and penalties 
in operating expenses. Meade County did not recognize any interest or penalties during 201 1 or 2010. 

Subsequent Events Management has evaluated subsequent events through December 19,201 1, the date 
the financial statements were available to be issued. There were no significant subsequent events to 
report. 

Note 2. Investments in Associated Organizations 

Meade County records patronage capital assigned by associated organizations in the year in which such 
assignments are received. 
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Note 2. Investments in Associated Organizations, continued 

The Capital Term Certificates (“CTCs”) of CFC are recorded at cost. The CTCs were purchased From 
CFC as a condition of obtaining long-term financing. The CTCs bear interest at 0%, 3%, and 5% and are 
scheduled to mature at varying times from 2020 to 2080. Member Capital Securities have a 7.5% fixed 
interest rate and mature 35 years from the issuance date. Interest is paid each April I and October 1. 

Investments in associated organizations consist of: 

CFC, patronage capital 
CFC, CTC’s 
CFC, Member Capital Security 
Others 

Total 

2011 - 2010 
$343,520 $3 17,287 
944,556 975,728 
3 10,000 3 10,000 
737,32 1 - 71 8,710 

$2,321,725 - $2,3 3 5,3 97 

Note 3. Patronage Capital 

Under provisions of the long-term debt agreement, return to patrons of capital contributed by them is 
limited to amounts which would not allow the total equities and margins to be less than 30% of total 
assets, except that distributions may be made to estates of deceased patrons. The debt agreement provides, 
however, that should such distributions to estates not exceed 25% of the net margins for the next 
preceding year, Meade County may distribute the difference between 25% and the payments made to such 
estates. The equity at October 3 1,201 1 was 29% of total assets. 

Patronage capital consists of: 

Assigned to date 
Assignable margins 
Unassigned 
Retirements to date 

Total 

Note 4. Accumulated Other Comprehensive Income 

- 201 1 - 2010 
$33,107,578 $3 1,246,648 

1,458,734. 1,961,119 
3,760,13 1 3,308,633 

( 1  2,5 12,798) ( I  2,3 16,213) 
$25,813,645 $24,200,187 - 

The changes in accumulated other comprehensive income, which includes the effects of applying 
accumulated postretirement benefits, follows: 

2011 2010 
Balance, beginning of period ($202,707) ($249,457) 
Amortization 15,358 46,750 
Adjustments - - 

Total ($187,349) I ($202,707) 
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Notes to Financial Statements 

Note 5. Long Term 

All assets, except vehicies, are pledged as collateral on the long term debt to RUS, Federal Financing 
Bank (“FFB’), and CFC under a joint mortgage agreement. The long term debt is due in quarterly and 
monthly installments of varying amounts through 2041. Meade County has unadvanced loan finds 
available from FFB in the amount of $9,810,000 at October 3 I ,  201 1. RUS assess 12.5 basis points to 
administer the FFB loans. 

Long term debt consists of: 
- 201 1 - 2010 

RUS: 
1.89% to 5.06% 
Advance payments unapplied 

$34,053,184 $34,776,6 16 
(580,804) (3,707) 

33,472,380 - 34,772,909 

FFB, 0.283% to 6.049% I 7,8 12,445 9,294,80 1 
CFC: 

2.9% to 5.85% fixed rate notes 4,452,559 4,733,911 
Refinance RUS loans 6.8% to 6.05% 2,937,022 4,405,533 

7,38938 1 9,139,444 

5 8,674,406 53,207,154 
Less current portion 

Long term portion 
2,750,000 2,700,000 

$55,924,406 $50,507,154 

As of October 31,201 1, the annual principal portion of long term debt outstanding for the next five years 
are as follows: 2012 - $2,750,000; 2013 - $2,800,000; 2014 - $1,500,000; 2015 - $1,600,000; 2016 - 
$1,700,000. 

Note 6, Short Term Borrowings 

At October 31, 201 1, Meade County had a short term line of credit of $5,000,000 availabfe from CFC. 
There were no advances against this line of credit during the audit period. 

Note 7. Pension Plans 

Ail eligible employees of Meade County participate in the NRECA Retirement and Security Program, a 
defined benefit pension plan quatified under section 401 and tax-exempt under section 501(a) of the 
Internal Revenue Code. Eligible employees include employees hired prior to August 3 1, 2002. Non- 
eligible employees are those hired after August 3 1 , 2002. Meade County makes annual contributioiis to 
the Program equal to the amounts accrued for pension expense. Contributions to this plan were $591,365 
for 2011 and $520,359 for 2010. In this multiemployer plan, which is available to all member 
corporations of NRECA, the accumulated benefits and plan assets are not determined or allocated 
separately by individual employer. A portion of this cost is allocated to construction of electric plant. 
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Notes to Financial Statements 

Note 8. Retirement Savings Plans 

Meade County participates in the NRECA Savings Plan, a multiemployer, defined contribution master 
pension plan. All employees are eligible to participate in the Savings Plan upon completion of one month 
employment. Eligible employees, as defined above, participate in the Savings Plan with Meade County 
contributing 3% of annual base pay, and the employee contributing from I %  to 3%. Non-eligible 
employees, as defined above, participate in the Savings Plan with Meade County contributing 12% of 
annual base pay, and the employee contributing from 1% to 3%. Employer contributions to the plan were 
$238,889 for 2011 and $201,749 for 2010, and vest immediately. A portion of this cost is allocated to 
construction of electric plant. 

Note 9. Postretirement Benefits 

Meade County sponsors a defined benefit plan that provides medical insurance coverage to retirees by 
contributing 50% of the cost of a single policy. For measurement purposes, an annual rate of increase of 
8.5%, then decreasing by 0.5% per year until 5% per year, in the per capita cost of covered health care 
benefit was assumed. The discount rate used in determining the accumulated postretirement benefit 
obligation was 6.50%. A portion of the net periodic benefit cost is allocated to construction of electric 
plant. 

The funded status of the plan is as follows: 
- 201 1 2010 

Projected benefit obligation ($1,299,455) ($1,130,066) 
Plan assets at fair value 

Funded status ($1,299,455) (Is 1,130,066) 

- 
li. ~- 

The reconciliation of the benefits obligations of postretirement benefits are as follows: 
- 201 I 2010 

Benefit obligation - beginning of period $ 1  , 130,066 $869,588 
Adjust comprehensive income 176,310 
Net periodic benefit cost: 

Service cost 161,361 5 8,095 
Interest cost 51,388 51,388 

Net periodic benefit cost 2 12,749 109,483 
Benefit payments to participants (43,360) (25,3 15) 

Benefit obligation - end of period $1,299,455 $ I  , 130,066 
5 

Projected retiree benefit payments for the next five years are expected to be as follows: 2012 - $25,500; 
2013, - $27,000; 2014 - $27,000; 2015 - $26,000; 2016 - $26,000. 

Note 10. Related Party Transactions 

Several of the Directors of Meade County and its President & CEO are on the Boards of Directors of 
various associated organizations. 
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Notes to Financial Statements 

Note 11. Commitments 

Meade County has various other agreements outstanding with local contractors. Under these agreements, 
the contractors will perform certain construction and maintenance work at specified hourly rates or unit 
cost, or on an as needed basis. The duration of these contracts are one to three years. 

Note 16. Rate Matters 

Meade County was granted a general rate increase by the PSC in the amount of approximately 
$1,000,000, or 3% of base revenues. Big Rivers increased its base rates to Meade County during 
September 201 1 by approximately 7%. Meade County passed this increase on to its customers using the 
methodology prescribed by the PSC. 

* * * * * * *  
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‘ent: 
I‘0: 
Subject: 

Mark Hite 
Sunday, December 23,2012 10:46 AM 
Billie Richert 
FW: Big Rivers 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
mhite0,birrivers.com 

From: Mark Hite 
Sent: Friday, May 11, 2012 8:02 PM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers 

Haven’t heard from you since emailing you the updated Big Rivers overview PowerPoint and the 15-year financial 
‘?recast on May 3,2012. Wanted to ensure you received them. Please confirm. 

Thanks, 
Mark 

Mark A. Elite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-681 5 (mobile) 
812-853-0405 (home) 
mhiteo - bigrivers. coin 
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Billie Richert 

From: Mark Hite 
‘ent: 
0: Billie Richert 

Subject: 
Attachments: 

Sunday, December 23,201 2 10:45 AM 

FW: Big Rivers - 1st Qtr 2012 Financial Report 
Big Rivers 1st Qtr 2012 Financial Report - 5-21-12.pdf 

Mark A. I-Tite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Heiidersan, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
mhite@bigrivers.com 

From: Mark Hite 
Sent: Monday, May 21,2012 4:lO PM 
To: dennis,pidherny@fitchratings.com 
Subject: Big Rivers - 1st Qtr 2012 Financial Report 

Please see the attached, a condensed Big Rivers lSt Qtr 2012 Financial Report. 

mtac t  me with any questions you may have. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
mhiteabigrivers. coni 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

ASSETS 

TOTAL UTlLrrY PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 
TOTAL UTlLW PLANT 
ACCUM PROVISION FOR DEPR & AMORT 

NET UTILW PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL. FlJNDS 
OTHER INVESTMENTS 
SPECIAL FlJNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE -SALES OF ENERGY 
ACCOUNTS RECEIVABLE - OTHER NET 
FUEL STOCK 

PREPAYMENTS 
OTHER ClJRRENT & ACCRUED ASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

UNMORT DEBT DISC & EXIRAORD PROP LOSS 
OTHER DEFERRED DEBITS 

MATERLALS & SUPPLIES - OTHER 

TOTAL ASSETS AND OTHER DEBrrS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENT YEAR 
NONOPERATING MARGINS - PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS & EQlJlTIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT - RlJS 
LONG-TERM DEBT - OTHER 

TOTAL LONG-TERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERRED CREDITS 
OPERATING RESERVES 

TOTAL LLABlLmES AND OTHER CREDITS 

March 31, March 31, 
201 2 201 1 

2 

1,979,276 
60,033 

2,039,309 
(946,277) 

1,093,032 

3,677 
685 

15 
159,854 

164.231 

6 
573 

49,461 
41,620 

(425) 
34,868 
25,893 
3,347 

486 

155,829 

2,299 
1,867 

1,417,258 

(241,898) 

638.998 
18 

(7,279) 

(2,122) 

387,717 

653,668 
142,100 

795,768 

28,908 
1,404 
9,220 
6,923 

46,455 

163,725 
23,593 

1,417,258 

1,962,336 
43,362 

2,005,698 
(918,033) 

1,087,665 

3,642 
685 

15 
178,254 

182,596 

6 
572 

91,375 
38,897 

(471) 
29,130 
23,796 
2,933 

860 

187,098 

2,160 
1,205 

1,460,724 

(247,339) 

638,838 
90 

(4,923) 

(188) 

386,478 

684,954 
142,100 

827,054 

27,087 
1,118 
9,605 
7,758 

45,568 

181.988 
19,636 

1,460,724 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $16.9 million to $2.0 billion as of March 31, 2012. 
This Increase resulted from construction projects to maintain generation, transmission and 
communication capabilities. 

TEMPORARY INVESTMENTS decreased $41.9m primarily due to pre-paying RlJS Debt 

SPECIAL FUNDS decreased $18.4111 as of March 31,2012. This decrease resulted from the use 
of the resem funds set up for non-smelter member rate mitigation. 

LONG-TERM DEBT decreased $31.3 million as of March 31, 2012, primarily due to pre-paying 
RUS debt. 

DEFERRED CREDITS decreased $18.3 million as of March 31, 2012, primarily due to the 
use of the resem funds set up for non-smelter member rate mitigation. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

Three Months Ended March 31, 
2012 201 1 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXP ENS E-TRANS M ISS ION 
OPERATON EXPENSE-RTO/ISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 

NET PATRONAGE CAPITAL OR MARGINS 

OTHER NON-OPERATING INCOME - NET 

134,100 
1.205 

133,601 
624 

135,305 134,225 

11,820 12,149 
49,722 56,326 
31,526 25,861 
2,409 2,250 

659 580 
104 100 

6 0 
6,722 6,796 

102,968 104,062 

12,134 
1,055 

40 

9,417 
924 

2 

13,229 

10,176 
1 

1 1,257 
(200) 

0 
41 

137,472 

(2,167) 

18 
0 

45 

10,343 

8,681 

11,611 

59 
79 

134,510 

(2) 

(323) 

(285) 

86 
4 

97 

(2,104) 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 172,558 MWh to 2,660,030 MWh for the three-month period ended March 31, 2012. 
Member sales rebenue increased $18.9 million, or 17.5%, to $127.0 million for the three-month period ended 
March 31, 2012, compared to $108.1 million in 2011, driien by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 477,250 MWh to 271,767 MWh for the three-month period ended March 31, 
2012. This decrease, along with a 23.4% decline in price, caused nonmember electric sales rewnue to decrease 
72.2%, to $7.1 million, for the three-month period ended March 31, 2012 compared to $25.5 million for 201 1. 

PURCHASED POWER expense increased $6.7 million, or 85.8% to $14.5 million for the three-month period ended 
March 31, 2012, compared to 2011. This was due to a 124 9% increase in MWh purchased, partially offset by a 17.4% 
decrease in the awage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $7.0 million, or 11 .O%, to $56.4 million for the three-month period ended March 31, 2012 
compared to 201 I. The decreased fuel expense was primarily driwn by lower generation as the softer power market 
drow economic purchases. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended 
in Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash provided by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Revenue 
Changes in certain assets and liabilities: 
Accounts receivable 
Inbentones 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other -- Net 

Three Months Ended March 31, 
201 1 - 201 2 - 

10,752 9,183 
1,774 1,661 
7,596 8,397 
(5,711) (4,455) 

2,152 6,086 
(1,572) 7,620 
1,618 604 

29 23 
(1,417) (421 1) 
(2,731) (3,279) 
1,514 (58) 

Net cash provided by operating activities 11,900 21,473 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net (1 1,999) (5,301 1 
Proceeds from Restricted Investments and Other Deposits and Investments 4,716 40,428 

Net cash used in investing activities (7,283) 35,127 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Refunding 

Net cash used in financing activities 

0 0 
0 0 

0 0 
0 0 

0 ( I  0,000) 

0 (1 0,000) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 4,617 46,600 

CASH AND CASH EQUIVALENTS - Beginning of quarter 44,850 44,780 

CASH AND CASH EQUIVALENTS - End of quarter 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

49,467 91,380 

2,514 3,027 

Cash paid in taxes 0 0 
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Billie Richert 

%Om: 
tnt: 

10: 

Subject: 

Mark Hite 
Sunday, December 23,2012 10:51 AM 
Billie Richert 
FW: 2012 Review 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporatioil 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 I49 (office) 
270-577-681 5 (mobile) 
inhite@bigrivers.com 

_I .._ _.-I-- - .-I-x_ - - - - - - - -- 

From: Mark Hite 
Sent: Wednesday, July 11, 2012 4:44 PM 
To: 'Dennis.Pid herny@fitchratings.com' 
Subject: RE: 2012 Review 

So good to hear from you. I'd been telling Mark Bailey that the ball was in your court; that I was awaiting your call as to 
next step in the annual rating update process. I've requested counsel update a disclosure statement for you right now, 

i d  hope to send that to you in the next couple of days. Also, I'm prepared to discuss the Alcan and Century status with 
,ou, as I know you've inquired about their operations. 

Yes, give me a call Friday morning, the earlier the better. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6149 (office) 
270-577-68 1.5 (mobile) 
mhite@big;rivers.com 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 
Sent: Wednesday, July 11, 2012 4:31 PM 
To: Mark Hite 
Subject: 2012 Review 

Mark, 

dope all is well. 
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I have been working through the material you sent earlier in connection with our surveillance review. I have a few topics 
that I would like to discuss, as well as a few requests for information. 

Would you be available for a call on Friday morning. Alternatively we could schedule something for early next week, but I 
l l  be traveling. 

Let me know your thoughts. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

denniwid hernv@fitchratinqs.com 
+I (212) 908-0738 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Ernail Security System. For more information, please visit 
http://www.messagelabs.com/email. 
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'r01T1: 
!nt: 

Subject: 
Io: 

Mark Hite 
Sunday, December 23,2012 10:50 AM 
Billie Richert 
FW: 2012 Review 

Mark A. Hite, CPA 
VP Accouinting & Iiiterim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
Inliite@bigrivers.com 

rom: Mark Hite 
Sent: Wednesday, July 11, 2012 4:53 PM 
To: 'Dennis.Pidherny@fitchratings.com' 
Subject: RE: 2012 Review 

Yes. Please call me then, at the office number below. Mark 

'ark A. I-Iite, CPA 
r' Accounting & Interim CFO 

Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-681 5 (mobile) 
mhite@bigrivers.com 

From: Dennis.Pidherny@fitchratings.com [maiIto:Dennis.Pidherny@fitchratings.com] 
Sent: Wednesday, July 11, 2012 4:47 PM 
To: Mark Hite 
Subject: RE: 2012 Review 

Would 9130 be ok? 

Topics to discuss include the proposed recapitalization, the environmental compliance plan and a review of the new 
projections. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 

7e State Street Plaza 
3w York, NY 10004 

+ I  (212) 908-0738 
dennis.ridhernv@fitchratinas.com 
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From: Mark Hite <Mark.Hite@bigrivers.com> 
To: "Dennis.Pidherny@fitchratings.corn" cDennis.Pidhemy@fitchratings.corn> 
Date: 0711 112012 05:44 PM 

Subject: RE: 2012 Review 

So good to  hear from you. I'd been telling Mark Bailey that the ball was in your court; that I was awaiting your call as to  next step in 
the annual rating update process. I've requested counsel update a disclosure statement for you right now, and hope to  send that to  
you in the next couple of days. Also, I'm prepared to  discuss the Alcan and Century status with you, as I know you've inquired about 
their operations. 

Yes, give me a call Friday morning, the earlier the better. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-61 49 (office) 
270-577-681 5 (mobile) 
- mhitefBbiurivers. corn 

"MIX Dennis.Pidherny@fitchratinqs.com [mailto:Dennis.Pidhernv@fitchratinas.com] 

To: Mark Hite 
Subject: 2012 Review 

mt: Wednesday, July 11, 2012 4:31 PM 

Mark, 

Hope all is well. 

I have been working through the material you sent earlier in connection with our surveillance review. I have a few topics 
that I would like to discuss, as well as a few requests for information. 

Would you be available for a call on Friday morning. Alternatively we could schedule something for early next week, but I 
will be traveling. 

Let me know your thoughts. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pidhernv@jitchratings.com 
+ I  (212) 908-0738 

mfidentiality Notice: The information contained in this e-mail and any aitachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
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redistribute it by any means. Please delete this e-mail and any attachment(s) and notifj us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 

retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
li~://www.messagelabs.com/email. 

This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://www.spianteccloud.com 

Confidentiality Notice: The information containedin this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If yoti are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more infomation, please visit 
http://www.niessagelabs.com/email. 
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Billie Richert 

From: 
mt: 

Subject: 
. 0: 

Mark Hite 
Sunday, December 23,2012 10:50 AM 
Billie Richert 
FW: Conference Call 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 I49 (office) 
270-577-68 15 (mobile) 
ihite@bigrivers.com 

From: Mark Hite 
Sent: Thursday, July 12, 2012 6:04 PM 
To: 'Dennis.Pidherny@fitchratings.com' 
Subject: RE: Conference Call 

Thanks. Talk to you then. Mark 

% "rk A. E-Iite, CPA 
' Accounting & Interim CFO 

Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
mhite@birzrivers.com 

From: Dennis.Pidherny@fitchratings.com [maiIto:Dennis.Pidherny@fitchratings.com] 
Sent: Thursday, July 12, 2012 3:28 PM 
To: Mark Hite 
Cc: Michael.Murad@fitchratings.com; Alan.Spen@fitchratings.com 
Subject: Conference Call 

Mark, 

We have arranged a call-in number for tomorrow's call at 9:30 am. EST: 

866-635-8504 
Cod. code: 1037 3 10 45 8 
Leader pin: 2391 

'I1 initiate as leader. 

Dennis M. Pidherny 
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Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 

:w York, NY I0004 
(212) 908-0738 

dennis. pidhernv@fitchratinas.com 
-- 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
IJnauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
littu://~.xnessag;elabs.com/email. 
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Billie Richert 

From: Mark Hite 
snt: 
0: Billie Richert 

Subject: FW: Big Rivers 
Attachments: scan0001 .pdf 

Sunday, December 23,2012 10:49 AM 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (office) 
270-577-68 I5 (mobile) 
mhite@,bigrivers.com 

From: Mark Hite 
Sent: Friday, July 13, 2012 10:54 AM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers 

As we discussed, the attachment is a recent response, dated July 6,2012, Big Rivers provided in its environmental 
-0mpliance plan case before the Kentucky Public Service Commission, attempting to summarily explain/reconcile the 

portion of the $283.49 million total. 
310 compliance capital cost estimate of $785 million to the 2012 compliance capital cost estimate of the $238 million 

If this response to your question, to reconcile the 2010 estimate of $785 million to the 2012 estimate of $283.49 
million, is inadequate, please let me know, and  1’11 request Bob Berry and Eric Robeson provide you additional details. 

Thanks, 
Mark 

Mark A. I-Iite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 I (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
rnliite@,bigrivers.com 
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BIG RIVERS ELJECTBIC CORPORATION 

APPLICATION OF G RIVERS ELECTRIC CORPORATION 
FOR APPROVAL OF ITS 2012 EWVIRONMIENTAL COMPLIANCE PLAN, 

RECOVERY SURCHARGE TARIFF, FQR CERTIFICATES OF PUBLIC 

ESTABLISH A REGULATORY ACCOUNT 

OVAL OF ITS AMI3NIDED ENVIRONMENTAL COST 

CONVENIENCE AND NECESSITY, AND FQR AUTHORITY TO 

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

Dakd June 21,2012 

July 6,2012 

1 Item 12) 
2 
3 

Reference the Fitch Rating Report attached to BREC‘s 
response to AG 1133, p. 7. Confirm that the report states: “Big Rivers 
estimates that full compliance with, the regulations could require 

member retail rates by 39% amd 20%, respectively.’~ 
t w e s  of $785 million by 2015, and increase wholesale rates and 

5 
6 
7 a. Please explain what caused the company to change the 
8 
9 

10 

11 
12 

13 
14 

15 

16 
17 
18 
19 

u.bove referenced cost estimate of achieving compiliance to 
the cost estimate which is set forth in the instant filing. 

Response) Confirmed. 

a. The information in the Fitch Rating Report was based on an 
October 28, 2010 presentatian to  the Kentucky Public Service 
Commission. It included Big Rivers’ internal estimates ai that 
time for compliance with the prospective CATR and HAPS 
hUCT regulations. 

Big Rivers’ Environmental Compliance Plan (‘“2‘‘) filing’s 
estimates were based on the CSAPR and MATS regulations that 

20 
21 

22 

had been issued in final version, and did not include any costs 
for future regulations. In addition, the cost estimates contained 
in the instant filing were prepared by an experienced 

Case NO. 2012-00063 
Response to AG 2-12 

Witness: Robert W. Berry 
Page 1 of 3 

Case No. 2012-00492 

Witness: Billie J. Richert 
Attachment for Response to KIUC I-$? 

D,.r, l A ’ 1  AP A K Q  



BIG RIVERS ]ELECTRIC CORPORATION 

1 
2 

6 

... "I 

A ~ ~ ~ ~ C A ~ I ~ ~  OF BIG RIVERS ELECTRIC CORPORATIQN 
F R 

A 
RECOVERY SURC 

COWENIENC 

CASE NO. 2012-00063 

esponse to the Office of the Attorney General's 
Second Request for Information 

Dated June 21,2012 

July e, 2012 

engineering firm wi*h significant expertise in developing capital 
cost estimates. 

Detailed line-item explanations for the differences are 
shown in the table on the following page. 

--"1"---_ 

d 2; No FGD retrofit at 

- Diy fiy ash $30M __ 

-"- 
0.0 0.0 ---- GHG 

I Total I $238.0 I $785.0 I 
I I 

P 
I 

~ H 
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BIG RIVERS ELECTRIC CORPORATION 

PLICATl[ON F BIG RIVERS ELECTRIC, CORPO 
FOR APPROVAL OF ITS 2012 ENVPRONMENTAL COMPLIANCE PLAN, 

FOR APPROVAL OF ITS AMENDED ENVIRONMENTAL COST 
RECOWRY SURCE[ARGE TARIFF, FOR CERTIFICATES OF PUBLIC, 

~ ~ ~ ~ E ~ ~ E  AND NJ3CESSITY9 AND FOR ATJTHOB3[TY TO 
ESTBLISH A REGULATORY ACCO'UPIJT 

CASE NO. 2012-00063 

Response to the Office of the Attorney General's 
S ~ C Q E ~  Request for Information 

Dated June 21,2012 

July 6,21012 

1 Witness) Robert; W. Berry 
2 
3 

4 
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Billie Riehert 

From: Mark Hite 

‘ 0 :  Billie Richert 
Subject: FW: Big Rivers 
Attachments: scan0001.pdf 

tnt: Sunday, December 23,201 2 10:48 AM 

Mark A. I-Tite, CPA 
VP Accouiitiiig & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (oftice) 
270-577-68 IS (mobile) 
mliite@,bimivers.com - -  

From: Mark Hite 
Sent: Friday, July 13, 2012 11:03 AM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers 

Attached hereto is the 2011 comparative Form 7 Statement of Operations for Kenergy Corp., Meade County RECC and 
‘-ckson Purchase Energy Corporation. In comparing 2011 to 2010, I see little variance that’s noteworthy. 

Shauld you have specific questions, 1’11 be happy to address them. 

Thanks, 
Mark 

Mark A. I-Iite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-681 5 (mobile) 
rnhite@,biaivers.com 

1 
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1;NITED STATES DEPARTMENT OF AGRICUZTURE 
RURAL IJTlLlYlES SERVIrE 

BORROWER DESIGNATION Kyoo65 

We recognize that statements contained herein concern a matter within the jurisdiction of an agency of the Unitcd States and the making of a 
false, fictitious or fraudulent statement may render the milker subject to prosecution under Title 18, Unitcd States Code Section 1081. 

We hereby certify that the entries in this report are in accordance wilh the accounts and other records 
of the system and reflect the status ofthe system to the best of our hnowledge and belid 

ALL INSURANCE REQUIRED BY PART 1788 OF 7 CFR CHAPTER XVKI, RUS, WAS IN FORCE DURING THE REPORTING 
PERIOD AND RENEWALS HAVE BEEN OBTAINED FOR ALL POLICKES DURING THE PERIOD COVERED 

BY THIS REPORT PURSZJANT TO PART 1718 OF 7 CFR CHAPTER XVn 
(ckeck one of the foltmving) 

a All ofthe obligations under the RUS loan documents ‘Tliere has been a default in the fulfillment of the obligations 
tinder the RUS loan documents Said default(s) isiare 
specifically described 111 Part D of this report 

have been fulfilled in all matertil1 respects 

S a n f o r d  Novick 3/1/2012 

DATE 

FINANCIAL AND OPERATING REPORT 
ELECrRIC DISTRIBUTION 

rlSTRUCTIONS - See help in the online application. 

I’ART A. STATEMENT OF OPERATIONS 
I YEAR-TO-DATE I 

December, 2011 

BORROWER NAME rtenergy carp. 

1 -rmsiuOm~ I TITISYEAR I BUDGET I ITEM 1 LASTYEAR 

I Operating Revenue and Patronage Capital 
Power Production Expense 

. Cost of Purchased Power 
14. Transmission Expense 

(4 (6) (C)  (n, 
401,049,055 425,616,053 447,663,231 40,062,858 

360,860,154 387,543,342 409,975,781 36,046,304 

1 1 
5 Regional Market Expense I I I I 
6. Distribution Expense - Operation 4,329,854 I 3,953,461 I 4,504,352 I 420,508 
7. Distribution Expense - Maintenance 9,248,313 8,8 11 ,76 3 9,074,457 685,145 
8. Customer Accounts Ejipense 3,375,120 3,442,835 3,349,914 305,570 
9. Customer Senkc and Informational Expense 163,751 210,234 149,866 19,793 
10. Sales Expense 98,671 108,224 131,053 7,868 
11. Administrative and General Expense 3,243,504 3,447,493 3,407,724 416,218 

12. ‘Fofrl Operation & Maintenance Expense (2 thm I I )  381,319,367 407,517,352 430,593,147 37,901,406 
13. Depreciation and Amortization Expense 8,213,077 8,711,446 8,609,752 774,364 

14. Tax Expense - Property & Gross Receipts 
15. Tax Expense - Olher 354,389 371,579 351,310 41,593 
16. Interest on Long-Term Debt 6,192,766 5,829,601 6,178,570 490,691 

17. Interest Charged to Construction - Credit 
18. Interest Expense - Other 
19. Other Deductions 
20. 
31. 
22 Non Operating Margins - Interest 
23 Allowance for Funds Used During Construction 

Total Cost of Electric Service (12 thru f 9) 
Patronage Capital &Operating Margins (I irhrcs 20) 

(33,633) (43,050) (36,000) (13,515) 
207,891 287,170 225,310 37,153 
68,144 49,226 65,210 (2,176) 

396,322,001 422,723,324 445,987,299 39,229,516 
4,727,054 2,892,729 1,675,932 833,342 
1,006,695 1,036,895 971,100 91,204 

I 

24. Income (Loss) from Equity Investments 
25. Non Operating Margins - Other (54,056) (196,951) 

26. Generation and Transmission Capital Credits 

28. Extraordinary Items 

(233,362) (136,142) 

11,779 177,000 27 Other Capital Credits and Patronage Divideiids 192,412 135,131 
-~ 
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, Patronage Capital or Margins (21 thru 28) 5,872, 105 3,867,804 2,687.890 702,963 



conlml uuiiiber The vitlid OMB coolrol sumber for this inforilmllos colleclion IS 0572-0032 'I he tiitit! required lo coinplule this inRii.nlatlon colleclion IS esliinulctl 10 average 15 IinurS iter 
response. including rhc iime for resicwhp isstructions searching rxklinp daia SOIIICCF. gillhcring and nminldinln: the darn needed. and cornplelinji and reviewing Ilic collcclioii ol'iafonnotion. 

llNlTBD STATES DIYARl'MENT 01: AGRICULTURE BORROWER DESlCNATION Kyoo20 

FINANCIAL AND OPERATING REPORT 
ELECTRIC DISTRIBUTION 

JSTRUCTIONS - see help in tlw online application. 

We recognize tlint statements contained lierein roaccrn a matter within the jurisdirtion olnn agency of tlic Unitcd Stntcs and the making of a 
false, fictitious or Crauduleiit statement may render the inakcr subject to prosecution under Ti t lc  18, United States Code Srrtion 1001. 

ENnEDDecember, 2011 (Prepared v i th  A u d i t e d  Data) 

BQRRQWER NAME J a c k s o n  Purchase Energy  Corporation 

We hereby ccrtify Iliat llic entries in diis reporl arc in accordance with the accounts and oillei records 
of thc system and reflect tlic status ortlic system to the heat ofoui knowledge and belief. 

ITEM 

1. Opaating lievmuc and Pawoilage Capital 
Power Production Expcnse 
Cost of Putchased Power 

4. Transmission Expense 
5,  Regional Markel Expense 
6. Distribution Expense - Openrtion 
7. Distribution Expense - Maintenance 
8. Cusloincr Accounts Expense 
9. Cusloincr Scrvice and Infornialional Expense 
10. Sales Fxpwsc 
I I ,  Administrative and Ceneml Expense 
12. 
13. Depmiarion and Amortization Expense 

Total Opcretion & Maintenasce Expcnsc (2 tlrrrt 11) 

ALL INSURANCE REQUIRED BY PART 11788 OF 7 CFR CHAPTER XVII, RUS, WAS I N  FORCE DURING THE REPORTING 
PERIOD AND RENEWALS HAVE BEEN 0BT.UNED FOR ALL. POLICIES DURING THE PERIOD COVERED 

BY THIS REPORT PURSUANT TO PART 1718 OF 7 CFR CHAPTER X l l l  
(check oiia ofriia folloiving) 

YEAR-TO-DATE 
LAST YEAR THIS YEAR BUDGET THIS MONTH 

(0) (6) (C) 

46,534,070 4 5 , 1 3 5 , 2 0 3  4 5 , 8 5 0 , 0 1 1  3,489,495 
0 0 0 0 

2,398,042 
0 0 0 0 

2 7 , 7 5 9 , 5 9 1  27 ,370 ,896 26,856,527 

2,610,154 3 , 2 1 0 , 2 2 1  2 ,009 ,828  1 355,821 

3,198,253 3 ,871 ,294  4 ,268 ,372  479,330 
121,662 1,147,639 1 , 0 5 5 , 1 4 2  903,577 

131,312 82 ,149  234,322 8 , 2 2 0  

1 , 0 0 2  2 6 , 5 3 3  49,657 11,290 
2,271,873 2 , 1 3 8 , 3 6 7  2 ,432 ,705  194,681 

36,116,760 1 3 8 , 0 4 3 , 2 9 7  37,269,357 3 ,569 ,046  
4,566,846 I 4 , 6 9 5 , 0 4 8  4 ,920 ,575  397,392 

,%I1 of tbe obligations under the RUS loan documents 
have been iiulfillerl in all innteiial respects 

Tlieie has been a depdull in the fulfillinmi orthe obliyations 
undei tlic RUS loan docutnenls Said dcraull(s) is aia 
specificail) described i n  Pan D of this ieport. 

Kelly Nuckols 3/1/2012 

DATE 

18. Interest Expense - Other 200,518 1 3 1 , 4 2 7  253,253 8 ,932  

4 ,217 ,247  20. Total Cost of Electric Servicc (12 thru 19) 43,657,899 45 ,788 ,035 

21. P~ttrorsge Capital & Operating Margins (I nriritrs 20) 2,876,171 (652,832) 746,225 (727,752) 

28,342 22. Non Operating Margins - Interest 310,758 330,626 ' 

19. Other Deductions 4,800 1 , 4 5 0  2 ,100  0 

45 ,103 ,786  

I 
306,900 

23. Allowance for Funds Used Duri~tg Constntction 0 0 0 0 

24. lnconie (loss) froin Equity Invt?stmmts 0 0 0 0 

26. Gcncration and Tnnsinission Capital Credits 0 -A- 0 0 0 

25. Nun Operating Margins - Mher 1 9 , 4 0 3  15 ,688  600 (8 ,403)  

27. Other Capital Credils and Patronage Dividends 898,037 - --'¶19,241 578,000 0 
I 

I 0 1  0 1  0 1  0 kR. Extraordinary Items 
1 , 6 3 1 , 7 2 5  (707,813) Patronnge Capital or Margins (21 thi+rc 28) 4,104,369 I 112,723 I 

RUS Fitiuncint and Operating Roport Electric Distributioll Revision Date 2010 
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*\wording to tla Papeworl. Reduction Act of 1995, o n  agency indy not conduct or sponbot. and ajmson is not rcq~ircrl to respond 10 n ~ollcctio~i o f  infonnation unless I( drsplajs D vnltd OMH 
conirol number. Tlic valid OMB control nun ih r  for this iiifonnntton collectcon is 0572-0072 Tlic. tiitit nquind to complete this infonnoilon collection is cscnnated to average 15 how pcr 
nsponsc. cncluding tltc time for mvicrvirlg instniclionis, scarchlrrg eAistmg data S~L~TCL'B, gallicnng nnd inninlainlng thc dnln ncoded, and cotnplel1iiy ond rcvlcwing rile colieclion of inlbrmIIllOII 

UNITED STATES DEPARTMENT OF AGRICULTIJRE 
RURAL UTILITIES SERVICE 

RORROWER DESIGNA'I ION Kyoo18 

ITEM 

PERIOD ENDED December, 201 1 

RORI\'OWEI< NAME 
FINANCIAL AND OPERATING REPORT 

ELECTRIC DISTR~U'l'lON 
Meade County Rural Electric Cooperative C O r p O i  

JSTRUCTIONS - See I~clp in the online applicatiiiii 
his information is analyzed and used to detemiine the submitter's financtal situation and fe:isibiltty for loans and guatantees You are required by conlract and applicablc 
gulations to provide tho information The inlbnnation providcd IS st~b~ect  to the Frccdoin of Infonnat~on Acr (5 U S C 552) 

CERTIFICATION 

We rccogniu! tlintstntentents contained lierein concern a mntter within tlie jurisdirlion of nn ngency of tile United States and the making of a 
fake, fictitious or fraudulent statenietit ntay render the maker subject to prosecution tiiidcr Title 18, llnited States Code Section 1001. 

YEAR-TO-DATE 
1111S MONTH LAST VRAR I TlfISYISAR I BUDGET 

We hereby certifL that tlic entrics in this report arc in accordance with the accotmls and other record3 
ofthe system and rellcct the sttatus ofthe system to the best of our knowledge and beliet 

AI,L INSURANCE REQUIREl) BY PART 1788 OF 7 CPR CIIAPTER XVII, RIB, WAS IN FORCE DLlJllNCI T I E  REPOItTING 
PERIOD ANI) RENEWALS HAVE BEEN OBTAlNED YOlt ALL I~0LKXE.S' DURING T H E  PERIOD COVERED 

BY THIS REPORT MJRSUANT TO PART 1718 OF 7 CFR CI-IAPI'ER SVll 
(check one 01 rlia folloiwn) 

16 Interest oil Long-Tenn Debt 2,192,938 2,123,835 2,249,469 211,930 

17, Inmest Chnrged to Construelion - Crcdit 
18. Interest Expense - Oilier 21,217 11,082 23,653 4,595 

1 , 0 0 0  19. Other Deductions 11,203 10,650 1 2 , 5 0 0  

20. Total Cost of Electric Service (I2 t lm 1Y) 32,772,332 33,746,04 0 34,078,346 3,170,842 

21. Patroilage Cwpitsl&. Operating Margins (I rttiirrrs 20) 1,860,930 2,033,887 2,824,078 545,519 

23. Allownce for Funds Uscd During Construction 
24. lncomc (toss) koin Equily Iiivesttncnls 

26. Generation and Tnnsmission Capital Credits 

- 

22 Non Operating Margins - Interest 146,257 119,776 122,490 19,947 

25. Non Operating Margins - Other 130,342 5,584 10,117 11,988 

27 Other Capital Credits and Patronuge Dividends 174,900 92,150 150,000 0 

-.- 

All ofthe obligations under the RUS lotln documents 
have been fulfilled in all inatcnul rcspecls 

68, Exmordinary Itcins 
'. Pstronuge Capital or Malains (21 Utrii ZX) 

Burns Mercer 3/19/2012 

DATE 

2,312,429 2,311,397 3,106,685 571,454 

0 There has been u default in the I'ulfillmertt ofthe obligalions 
under the RlJS loan documents Said default(s) idare 
specifically described in Par1 D of this report 
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Billie Richert 

From: 
mt: 

Subject: 
Io: 

Mark Hite 
Sunday, December 23,2012 10:48 AM 
Billie Richert 
FW: Big Rivers 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (ofice) 
270-577-68 I5 (mobile) 
inhiteO,bigrivers.com 

From: Mark Hite 
Sent: Friday, July 13, 2012 11:23 AM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers 

Regarding your question on the status of the Phase II transmission projects, please see the excerpt below, which is from 
the Disclosure Statement I hope to send yoti later today, as it’s being reviewed by counsel now. 

1 he Company has completed or substantially completed six of the seven system improvements identified as phase two 
transmission projects. The Company has a construction work agreement with the TVA whereby TVA 
will pursue the completion of the one remaining project. The Company’s available transfer capability for 
exporting power off system is approximately 1,202 Mw with the completion of the six phase two 
transmission improvements. The current firm transmission capability is sufficient to allow the Company 
to export all available excess generation capacity plus an amount equal to the peak demand of both 
Smelters on its system. With the completion of the TVA construction projects currently estimated to be 
in 2014-2015, the Company’s export capability will be increased to approximately 1,263 MW to TVA 
and 1,210 MW to M[SO in 2016. 

Mark A. I-Tite, CPA 
VP Accouiitiiig & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, ICY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-681 5 (mobile) 
mhite@,bigrivers.com 
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Billie Richert 

FrOm: Mark Hite 

IO: Billie Richert 
Subject: FW: Big Rivers 
Attachments: 

ent: Sunday, December 23,2012 10:48 AM 

Load Concentration Analysis and Mitigation Plan 6-1 8-201 2.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@biarivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Friday, July 13,2012 11:40 AM 
To: dennis.pidherny@fitchratings.com 
Wbject: Big Rivers 

Attached hereto is the recent load concentration analysis and mitigation plan. It was presented to Big Rivers' board of 
directors in June 2012. 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m h i te @ big rive rs.com 
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Billie Richert 

From: Mark Hite 
‘ent: 
10: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 lor48 AM 

FW: Big Rivers Electric Corporation 
Big Rivers Electric Corporation Disclosure Statement (7-12-12).pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@bigrivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Friday, July 13,2012 12:17 PM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers Electric Corporation 

Attached hereto is the last item on my l ist to send to  you ... the Disclosure Statement. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@bigrivers.com 
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Billie Richert 

From: 
ent: 

i 0: 
Subject: 

Mark Hite 
Sunday, December 23,2012 10:50 AM 
Billie Richert 
FW: Follow Up 

Mark A. Hite, CPA 
VP Accounting & Interiin CFO 
Big Rivers Electric Corporatioil 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-681 5 (mobile) 
mhite@,bimivers.com 

From: Mark Hite 
Sent: Thursday, July 19, 2012 12:54 PM 
To: 'Dennis.Pidherny@fitchratings.com' 
Cc: Billie Richert 
Subject: RE: Follow Up 

Yes. Can you phone me in 10 minutes? There's a matter I wish to discuss with you too. I have an in-house meeting a t  
.1 :30pm central. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
mhite@bimivers.com 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 
Sent: Thursday, July 19, 2012 11:52 AM 
To: Mark Hite 
Subject: Follow Up 

Mark, 

Any time today for some quick follow up? 

mnis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
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Fitch Ratings 
One State Street Plaza 
New York, NY 10004 
+I (212) 908-0738 

1nnis.pid hernv@fitchratinqs.com 
._I_ 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
littp://www.messanelabs .com/email. 
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Crom: 
mt: 

f 0: 
Subject: 

Mark Hite 
Sunday, December 23,2012 1050 AM 
Billie Richert 
FW: Follow Up 

Mark A. Hite, CPA 
VP Accounting & Iiilerini CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
inhite@bimivers.com 

From: Mark Hite 
Sent: Thursday, July 19, 2012 1:OO PM 
To: ‘Dennis.Pidherny@fitchratings.com’ 
Subject: RE: Follow Up 

- _ _ _  - 
_-_̂-“I_-__ _- I_ - - - - - ---- -. 

My meeting is scheduled to last until 3pm central, then I should be back in my office. Please call a t  that time, if you are 
able. 

,lark A. I-Iite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, K Y  42420 
270-827-2561 (coiyorate) 
270-844-6 149 (office) 
270-577-68 I5 (mobile) 
mliite@bigrivers.com 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidherny@fitchratings.com] 
Sent: Thursday, July 19, 2012 12:55 PM 
To: Mark Hite 
Subject: RE: Follow Up 

I just jumped on a conference call. Can I phone you in about an hour? 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

1 (212) 908-0738 
mnis. pidhernv@,fitchratinss.com 
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To: “Dennis.Pidherny@fitchratings.com” cDennis.Pidherny@fitchratings.com> 
CC: Billie Richert <Billie.Richert@bigrivers.com> 
Date: 07/19/2012 0154 PM 
Subject: RE: Follow Up 

Yes. Can you phone me in .LO minutes? There’s a matter I wish to discuss with Y O ~ J  too. I have an in-house meeting a t  1:30pm 
central. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-61 49 (office) 
270-577-681 5 (mobile) 
m hite@biarivers.com 

From: Dennis.Pidhernv@fitchratinqs.com [mailto:Dennis.Pidherny@fitchratinas.com] 
Sent: Thursday, July 19,2012 11:52 AM 
TO: Mark Hite 
Subject: Follow Up 

Any time today for some quick follow up? 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pidhernv@fitchratinas.com 

Confidentiality Notice: The information contained in this e-mail and any attachmentts) is confidential and for 
the use of the addresseets) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachmentts) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachmentts), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

+I (212) 908-0738 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http : //www. message1 abs . conl/email. 
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Billie Richert 

From: 
“mt: 
“0: 
Subject: 

Mark Hite 
Sunday, December 23,201 2 10:48 AM 
Billie Richert 
FW: Big Rivers Electric Corporation 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@ bigrivers.com 

-----Or@ i na I Message----- 
From: Mark Hite 
Sent: Friday, July 20,2012 7:16 AM 
To: dennis.pidherny@fitchratings.com 
Subject: RE: Big Rivers Electric Corporation 

Oennis, I am working on your two information requests ... peak load and wholesale rates. Will strive to get them to you 
ter today. Have a board meeting this morning beginning 8am central. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m h ite @ b igrive rsxo m 

-----0rigi na I Message----- 
From: Mark Hite 
Sent: Friday, July 13,2012 12:17 PM 
To: dennis.pidherny@fitchratings.com 
Subject: Big Rivers Electric Corporation 

tached hereto is the last item on my l ist to send to you ... the Disclosure Statement. 

Thanks, 
Mark 
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Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Sig Rivers Electric Corporation 

Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@bigrivers.com 

01 Third St. 
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=TOM: 
nt: 

Subject: 
Io: 

Dennis.Pidherny@fitchratings.com 
Friday, July 20, 2012 7:59 AM 
Billie Richert 
Re: Contact Information for Billie Richert 

Thank you Billie. My information is below. 

We look forward to working with you. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY I0004 

dennis. pidhernv@,fitchratinqs.com 
+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis.Pidherny@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
Date: 07/19/2012 05:57 PM 
SUbjeCt: Contact Information for Billie Richert 

Dennis, 
My title will change officially on July 27th, but for now here is my contact information. Nice speaking with you today. 

Billie Richert, CPA, CITP 
Manager Business Systems Infrastructure 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Cell: (812) 319-4503 

The infomation contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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Er0m: 
?nt: 

cc: 
Subject: 

10: 

Mark Hite 
Friday, July 20, 2012 1:04 PM 
dennis. pid herny@fitchratings.com 
Billie Richert; Chris Bradley 
Big Rivers - Coincident Peak (CP)/Load Data 

Dennis, pursuant to your request, please see below. 

201 1 
Total CP: 1463 - smelter = 684 Mw 

2012 (through J u n .  
Total CP: 1504 MW - smelter = 651 MW 

Please phone should you have additional questions. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 

snderson, KY 42420 
70-827-2561 (coi-porate) 

270-844-6149 (office) 
270-577-68 15 (mobile) 
mliite@biarivers.com 
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Billie Richert 

From: Dennis.Pidherny@fitchratings.com 

* 0: 
Subject: Press Release 
Attachments: Big Rivers 7.23[1].pdf 

rnt: Monday, July 23,2012 11:26 AM 
Mark Hite; Billie Richert 

Mark and Billie, 

Please find attached a draft of the Fitch Press Release on Big Rivers. Please review the release for factual accuracy and 
to ensure that we have not included any confidential information. Please provide me with any comments in writing or 
indicate your approval by email. 

Thanks for your assistance. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pidhernv@fitchratinns.com_ 
+ I  (212) 908-0738 

__ 
infidentiality Notice: The information contained in thise-mail and any attachment(s) is confidential and for 

me use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and noti@ us immediately. 
IJnauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
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Fitch Affirms B i g  Rivers Electric C o r p ,  KY's 2010A Pollution 
Control R f d g  Rev B o n d s  at 'BBB-' 

Fitch Ratings-New York-July 23, 2012: Fitch Ratings has affirmed 
the 'BBB-' rating on the $83.3 million County of Ohio, KY's 
pollution control refunding revenue bonds (Big Rivers Electric 
Corporation Project) series 2010A. 

The Rating Outlook is Stable. 

SECIJRITY 

The bonds are secured by a mortgage lien on substantially all of 
the Big Rivers Electric Corporation's owned tangible assets, 
which include the revenue generated from the sale or 
transmission of electricity. 

KEY RATING DRIVERS 

HEAVY CUSTOMER CONCENTRATION: Big Rivers resumed electric 
service, through its largest member Kenergy Corp., to two local 
aluminum smelters (a combined demand of 8.50 Mw at a 98% load 
factor) following the termination of its generating asset lease 
in 2009. The smelters accounted for a sizable 69% of total 
energy sales in 2011. 

ABUNDANT LOW COST RESOURCES: Big Rivers benefits from abundant 
low-cost power resources and an average wholesale system rate 
($39.07/MWh in 2011, net of credits) that is regionally 
competitive and among the lowest in the nation. Member retail 
rates are similarly low and competitive. 

SUBJECT TO RATE REGULATION: The electric rates charged by Big 
Rivers and its members are regulated by the Kentucky Public 
Service Commission (KPSC), which limits the cooperative's 
financial. flexibility and may delay the timing or amount of 
necessary rate increases. 

ACCEPTABLE FINANCIAL METRJCS: Fitch-calculated financial metrics 
for 2011 include debt service coverage (DSC) of 1.53x and total 
debt/frinds available for debt service (FADS) of 1.1.2x, which are 
acceptable for the current rating category. Including revenues 
from member rate stability (MRS) reserves, metrics improve to 
1.95~ (DSC) and 8 . 8 ~  (debt/FADS). 

ENVIRONMENTAL COMPLIANCE PLAN SUBMITTED: Big Rivers has 
submitted an environmental compliance plan (ECP) to the KPSC for 
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approval that will ensure the cooperative’s ability to operate 
its units for the long term. The estimated cost of compliance 
has declined from initial estimates but will be partially debt 
funded increasing leverage and limiting improvement in 
liquidity. 

RELIANCE ON WHOLESALE MARKET.: Long-term stability at Big Rivers 
will rely heavily on off-system sales and related margins 
despite the continued use of MRS reserves and a rate adjustment 
mechanism included in the smelter power sale agreements. Near- 
term metrics will be stressed by ECP expenditures, low power 
prices and higher leverage. 

WHAT COULD TRIGGER A RATING ACTION 
Restrictive Rate Regulation: Future regulatory decisions that 
prevent the cooperative from adequately recovering costs would 
likely result in downward pressure on the rating or Out.look. 

Deteriorating Operating Conditions: Declining non-smelter member 
sales, weak surplus energy sales, or constrained smelter 
operations that reduce financial margins and liquidity could 
also put downward pressure on the rating or Outlook. 

CREDIT PROFILE 

Big Rivers is a generation and transmission cooperative based in 
Henderson, Kentucky. Big Rivers supplies wholesale electric and 
transmission from its total capacity of 1,829 MW to three 
distribution cooperatives - Meade County Rural Electric 
Cooperative Corporation, Jackson Purchase Energy Corporation and 
Kenergy Corp. Combined, these members provide service to 
approximately 112,500 retail customers located in 22 western 
Kentucky counties. 

Emergence from Bankruptcy 

In September 1996, Big Rivers filed for voluntary Chapter 11 
relief under the U.S. Bankruptcy code, generally due to an 
inability to sell power produced from its excess capacity at 
prices sufficient to cover its above-market costs. After 
emerging from bankruptcy in 1998, and in accordance with its 
plan of reorganization, Big Rivers entered into a 25-year lease 
of all its generating assets with Western Kentucky Energy Corp. 
(WKEC). The transaction essentially transferred the operational 
responsibilities of the assets and related risks in exchange for 
annual lease payments, and a fixed price purchase power contract 
with LG&E Energy Marketing, Inc. (LEM). 
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Unwinding the Lease Transaction 

/In 2009, the lease with WKEC was effectively unwound, resulting 
in Big Rivers receiving cash and consideration totaling $865 
million and resuming control of its generation fleet. Big Rivers 
also resumed electric service to two local aluminum smelters 
that have historically dominated the service area's electric 
demand and were supplied by LEM following the reorganization. 
Going forward, the smelters will again represent a significant 
portion of the cooperative's electric demand. 

The consideration received in connection with the unwind allowed 
Big Rivers to pay down approximately $140 million of debt, 
establish $253 million of rate stabilization reserves and 
improve system equity from (19%) to approximately 30%. 

Financial Performance Acceptable for Rating Category 

Fiscal 2011 financial performance was relatively solid and 
generally on budget. Electric operating margins ($47.7 million) 
for the year were slightly lower than forecasted. Weaker 
wholesale pric,es for power were nearly offset by increased, but 
more efficient, generation. Net margins for the year were almost 
exactly on budget ($5.6 million). Actual figures reported by Big 
Rivers f o r  conventional TIER (1.12~)' DSC (1.47~) and 
equity/capitalization (33%) were also solidly in line with 
forecasted performance. 

Fitch-calculated ratios for DSC (1.53~) and total debt/FADS 
(11.2~) were acceptable for the current rating category and do 
not reflect the inclusion of withdrawals from reserves. 
Including those revenues, the metrics improve to 1 . 9 5 ~  and 8.8x, 
respectively. Metrics for cash on hand (35 days, excluding 
reserves) and total liquidity on hand (108 days) remained 
somewhat low for the cooperative's operating profile. 

For additional information please see Fitch's full rating report 
for Big Rivers dated Aug. 31, 2011. 

Contact: 

Primary Analyst 
Dennis M. Pidherny 
Senior Director 
+1-212-908-0738 
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Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

Secondary Analyst 
Michael Mohammad Murad 
Associate Director 
+1-212-908-0757 

Committee Chairperson 
Amy Laskey 
Managing Director 
+I-212-908-0568 

Media Relations: Elizabeth Fogerty, New York, Tel: c1-212-908- 
0526, Email: elizabeth.fogerty@fitchratings.com. 

Additional information is available at 'www.fitchratings.comf. 

In addition to the sources of information identified in Fitch's 
Revenue-Supported Rating Criteria and IJ. S. Public Power Rating 
Criteria, this action was informed by information from 
Creditscope. 

Applicable Criteria and Related Research: 
--'Revenue-Supported Rating Criteria' (June 12, 2012); 
--'U.S. Public Power Rating Criteria' (Jan. 11, 2012). 
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Billie Richert 

From: Mark Hite 

1 0 :  Billie Richert 
Subject: FW: Big Rivers 
Attachments: FITCH.pdf 

ent: Sunday, December 23,201 2 1 Or47 AM 

Mark A. I-Iite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, K Y  42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
&lite@, bigrivers.Com 

From: Mark Hite 
Sent: Monday, July 23, 2012 1:49 PM 
TO: dennis.pidherny@fitchratings.com 
Cc: Billie Richert 
Subject: Big Rivers 

qennis, please see Big Rivers’ comments attached. Regarding the Fitch-calculated DSC and FADS, please send me your 
Aculations if you wish for us to confirm. Otherwise, go to go. 

Thank you, and have a great afternoon, 
Mark 

Mark A. Wile, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@bigrivers.com 

1 
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Fitch Affirms Big R i v e r s  Electric Corp, KY's 2010A Pollution 
Control Rfdg R e v  Bonds at 'BBB-' 

Fitch Ratings-New York-July 23, 2012: Fitch Ratings has affirmed 
the 'BBB-' rating on the $83.3 million County of Ohio, KY's 
pollution control refunding revenue bonds (Big Rivers Electric 
Corporat-ion Project) series 2010A. 

The Rating Outlook i s  Stable. 

SECURITY 

The bonds are secured by a mortgage lien on substantially all of 
the Big Rivers Electric Corporation's owned tangible assets, 
which include the revenue generated from the sale or 
transmission of electricity. 

KEY RATING DRIVERS 

HEAVY CUSTOMER CONCENTRATION: Big Rivers resumed electric 
service, through its largest. member Kenergy Corp., to two local 
aluminum smelters (a combined demand o f  850 MW at. a 98% load 
factor) following the termination of its generating asset lease 
in 2009. The smeltess accounted for a sizable @% of -*Lr 
energy saleshin 2011. 

hh, 

ABUNDANT LOW COST RESOURCES: Big Rivers benefits from abundant 
low-cost power resources and an average wholesale system rate 
($39.07/MWh in 2011, net of credits) that is regionally 
competitive and among the lowest in the nation. Member retail 
rates are similarly low and competitive. 

SIJBJECT TO RATE REGULATION: The electric rates charged by Big 
Rivers and its members are regulated by the Kentucky Public 
Service Commission (KPSC), which limits the cooperative's 
financial flexibility and may delay the timing or amount of 
necessary rate increases. 

ACCEPTABLE FINANCIAL METRICS: Fitch-calculated financial metrics 
for 2011 include debt service coverage (DSC) of 1 . 5 3 ~  and total 
debt/funds available for debt service (FADS) of 11.2x, which are 
acceptable for the current rating category. Including revenues 
from member rate stability (MRS) reserves, metrics improve to 
1 . 9 5 ~  ( D S C )  and 8 . 8 ~  (debt/FADS) . 

ENVIRONMENTAL COMPLIANCE PLAN SUBMITTED: Big Rivers has 
submitted an environmental compliance plan (ECP) to the K P S C  f o r  
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approval that will ensure the cooperative's ability to operate 
its units €or the long term. The estimated cost of compliance 
has declined from initial estimates but will be debt 
funded.increasing leverage &- k v  e 'n 

L o * - s ~ - - t s  +I "'I el fl  

SALE MARKET: Long-term stability at Big Rivers RELJA 
will 
despite the continued wx? of MRS reserves and a rate adjustment 
mechanism included in the smelter power sale agreements. Near- 
term metrics will be stressed by ECP expenditures, low power 
prices and higher leverage. 

J 
on o&fXp+tem sales and related margins 

WHAT COULD TRTGGER A RATING ACTION 
Restrictive Rate Regulation: Future regulat.ory decisions that 
prevent the cooperative from adequat-ely recovering costs would 
likely result in downward pressure on the rating or Outlook. 

Deteriorating Operating Conditions: Declining non-smelter member 
sales, weak surplus energy sales, or constrained smelter 
operations that reduce financial margi.ns and liquidity could 
also put downward pressure on the rating or Outlook. 

Big Rivers i s  a generation and transmission c operative based in 
Henderson, Kentucky. Big Rivers supplies who / / 9  esale electric and 

CREDIT PROFILE 

transmission from its total capacity of MW to three 
distribution cooperatives - Meade County Rural Electric, 
Cooperative Corporation, Jackson Purchase Energy Corporation and 
Kenergy Corp. Combined, these members provide service to 
approximately 112,500 retail customers located in 22 western 
Kentucky counties. 

Emergence from Bankruptcy 

In September 1996, Big Rivers filed for voluntary Chapter 11 
relief under the U.S. Bankruptcy code, generally due to an 
inability to sell power produced from its excess capacity at 
prices sufficient to cover its above-market costs. After 
emerging from bankruptcy in 1998, and in accordance with its 
plan of reorganization, Big Rivers entered into a 25-year lease 
of all its generating assets with Western Kentucky Energy Corp. 
(WKEC) . The transaction essentially t.ransferred the operational. 
responsibilities of the assets and related risks in exchange for 
annual lease payments, and a fixed price purchase power contract 
with LG&E Energy Marketing, Inc. (LEM) . 
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Unwinding the Lease Transaction 

In 2009,  the lease with WKEC was effectively unwound, resulting 
in Big Rivers receiving cash and consideration totaling $865 
million and resuming control of its generation fleet. Big Rivers 
also resumed electric service to two local aluminum smelters 
that have historically dominated the service area's electric 
demand and were supplied by LEM following the reorganization. 
Going forward, the smelters will again represent a significant 
portion o f  the cooperative's electric demand. 

The consideration received in connection with the unwind allowed 
Big Rivers to pay down approximately $140 million of debt, 
establish $253 million of r a t e  stabilization reserves and 

Financial Performance Acceptable f o r  Rating Category 

Fiscal 2011 financial performance was relatively 
generally on budget. Electric operating margins 
for the year were slightly lower than forecasted. Weaker 
wholesale prices for power were nearly offset by increased, hut 
more efficient, generation. Net margins for the year were almost 

'G .I1 on budget ($5.6 million). Act,ualYfiyures reported by Big 
Rivers for conventional TIER (l.lZx), DSC (1.47~) and 
equity/capitalization ( 3 3 % )  were also solidly in line with 
forecasted performance. 

Fitch-calculated ratios for DSC ( 1 . 5 3 ~ )  and total debt/FADS 
(11.2~) were acceptable f o r  the current rating category and do 
not reflect the inclusion of withdrawals from reserves. 
Including those revenues, the metrics improve to 1 . 9 5 ~  and 8.8x, 
respectively. Met.rics for cash on hand (35 days, excluding 
reserves) and total liquidity on hand (108 days) remained 
somewhat low for the cooperative's operating profile. 

For additional information please see Fitch's f u l l  rating report 
for Big Rivers dated Aug. 31, 2011. 

Contact : 

Primary Analyst 
Dennis M. Pidherny 
Senior Director 
+ 1-2 12 -9 0 8 - 0 7 3 8 
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Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

Secondary Anal.yst 
Michael Mohammad Murad 
Associate Director 
t1-212-908-0757 

Committee Chairperson 
Amy Laskey 
Managing Director 
+1-212-908-0568 

Media Relat.ions: Elizabeth Fogerty, N e w  York, T e l :  +1-212-908- 
0526, Email: elizabetli. fogexty@fit-chratings .corn. 

Additional information is available at 'www.fitchratings.com'. 

In addition to the sources of information identified in Fitch's 
Revenue-Supported Rating Criteria arid U.S. Public Power Rating 
Criteria, this action was informed by information from 
Creditscope. 

Applicable Criteria and Related Research: 
--'Revenue-Supported Rating Criteria' (June 12, 2012); 
--'U.S. Public Power Rating Criteria' (Jan. 11, 2012). 
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Billlie Richert 

-Tom: Dennis.Pidherny@fitchratings.com 

Io: Mark Hite; Billie Richert 
Subject: Final Release 
Attachments: 

nt: Tuesday, July 24,2012 754 AM 

BREC Final RAC July 2012.pdf 

Follow Up Flag: Follow up 
Flag Status: Flagged 

Attached is a final copy of the press release. 

Thanks again. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pid hernv@fitchratinas.com 
+I (212) 908-0738 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 

distribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messarrelabs.com/email. 
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Fitch Ratings-New York-24 July 2012: Fitch Ratings has affirmed the 'BBB-' rating on the $83.3 
million County of Ohio, KY's pollution control refunding revenue bonds (Big Rivers Electric 
Corporation Project) series 201 OA. 

The Rating Outlook is Stable. 

SECURITY 

The bonds are secured by a mortgage lien on substantially all of the Big Rivers Electric 
Corporation's owned tangible assets, which include the revenue generated from the sale or 
transmission of electricity. 

KEY RATING DRIVERS 

HEAVY CUSTOMER CONCENTRATION: Big Rivers resumed electric service, through its 
largest member Kenergy Corp., to two local aluminum smelters (a combined demand of 850 MW at 
a 98% load factor) following the termination of its generating asset lease in 2009. The smelters 
accounted for a sizable 67% of total member revenue in 20 1 1. 

ABUNDANT LOW COST RESOURCES: Big Rivers benefits from abundant low-cost power 
resources and an average wholesale rate for rural and large industrial members ($39.07/MWh in 
201 1, net of credits) that is regionally competitive and among the lowest in the nation. Member 
retail rates are similarly low and competitive. 

SUBJECT TO RATE REGULATION: The electric rates charged by Big Rivers and its members 
are regulated by the Kentucky Public Service Commission (KPSC), which limits the cooperative's 
financial flexibility and may delay the timing or amount of necessary rate increases. 

ACCEPTABLE FINANCIAL METRICS: Fitch-calculated financial metrics for 20 1 1 include debt 
service coverage (DSC) of 1 . 5 3 ~  and total debt/funds available for debt service (FADS) of 1 1.2x, 
which are acceptable for the current rating category. Including revenues from member rate stability 
(MRS) reserves, metrics improve to 1 . 9 5 ~  (DSC) and 8 . 8 ~  (debt/FADS). 

ENVIRONMENTAL COMPLIANCE PLAN SUBMITTED: Big Rivers has submitted an 
environmental compliance plan (ECP) to the KPSC for approval that will ensure the cooperative's 
ability to operate its units for the long term. The estimated cost of compliance has declined from 
initial estimates but will be debt funded, increasing leverage. 

RELIANCE ON WHOLESALE MARKET: Long-term stability at Big Rivers continues to rely 
heavily on off-system sales and related margins despite the continued benefit of MRS reserves and 
a rate adjustment mechanism included in the smelter power sale agreements. Near-term metrics will 
be stressed by ECP expenditures, low power prices and higher leverage. 

WHAT COULD TRIGGER A RATING ACTION 
Restrictive Rate Regulation: Future regulatory decisions that prevent the cooperative ftom 
adequately recovering costs would likely result in downward pressure on the rating or Outlook. 

Deteriorating Operating Conditions: Declining non-smelter member sales, weak surplus energy 
sales, or constrained smelter operations that reduce financial margins and liquidity could also put 
downward pressure on the rating or Outlook. 
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CREDIT PROFILE 

Big Rivers is a generation and transmission cooperative based in Henderson, Kentucky. Big Rivers 
supplies wholesale electric and transmission from its total capacity of 1,819 MW to three 
distribution cooperatives - Meade County Rural Electric Cooperative Corporation, Jackson 
Purchase Energy Corporation and Kenergy Corp. Combined, these members provide service to 
approximately 112,500 retail customers located in 22 western Kentucky counties. 

Emergence from Bankruptcy 

In September 1996, Big Rivers filed for voluntary Chapter 11 relief under the U.S. Bankruptcy 
code, generally due to an inability to sell power produced from its excess capacity at prices 
sufficient to cover its above-market costs. After emerging from bankruptcy in 1998, and in 
accordance with its plan of reorganization, Big Rivers entered into a 25-year lease of all its 
generating assets with Western Kentucky Energy Corp. (WKEC). The transaction essentially 
transferred the operational responsibilities of the assets and related risks in exchange for annual 
lease payments, and a fixed price purchase power contract with LG&E Energy Marketing, Inc. 
(LEM). 

Unwinding the Lease Transaction 

In 2009, the lease with WKEC was effectively unwound, resulting in Big Rivers receiving cash and 
consideration totaling $865 million and resuming control of its generation fleet. Big Rivers also 
resumed electric service to two local aluminum smelters that have historically dominated the 
service area's electric demand and were supplied by LEM following the reorganization. Going 
forward, the smelters will again represent a significant portion of the cooperative's electric demand. 

The consideration received in connection with the unwind allowed Big Rivers to pay down 
approximately $140 million of debt, establish $253 million of rate stabilization reserves and 
improve system equity from (19%) to approximately 30% at the time of closing. 

Financial Performance Acceptable for Rating Category 

Fiscal 201 1 financial performance was relatively solid and generally on budget. Electric operating 
margins ($50.9 million) for the year were slightly lower than forecasted. Weaker wholesale prices 
for power were nearly offset by increased, but more efficient, generation. Net margins for the year 
were almast on budget ($5.6 million). Actual 201 1 figures reported by Big Rivers for conventional 
TIER (1 .12~)~  DSC (1.47~) and equitykapitalization (33%) were also solidly in line with forecasted 
performance, 

Fitch-calcuIated ratios for DSC (1.53~) and total debt/FADS (1  I .2x) were acceptable for the current 
rating category and do not reflect the inclusion of withdrawals from reserves. Including those 
revenues, the metrics improve to 1 . 9 5 ~  and 8 . 8 ~ ~  respectively. Metrics for cash on hand (35 days, 
excluding reserves) and total liquidity on hand (108 days) remained somewhat low for the 
cooperative's operating profile. 

For additional information please see Fitch's full rating report for Big Rivers dated Aug. 3 1 , 201 1. 

Contact: 

Primary Analyst 
Dennis M. Pidherny 
Senior Director 

Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

+1-212-908-0738 

Secondary Analyst 

Case No. 2012-00492 
Attachment for Response to KIUC 1-8 

Witness: Billie J. Richert 
Page 175 of 458 



Michael Mohammad Murad 
Associate Director 
1-1-2 12-908-0757 

Committee Chairperson 
Amy Laskey 
Managing Director 
+1-212-908-0568 

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email: 
elizabeth. fogerty@f?tchratings.com. 

Additional information is available at 'www.fitchratings.com'. The ratings above were solicited by, 
or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the 
ratings. 

In addition to the sources of information identified in Fitch's Revenue-Supported Rating Criteria 
and U.S. Public Power Rating Criteria, this action was informed by information from Creditscope. 

Applicable Criteria and Related Research: 
--'Revenue-Supported Rating Criteria' (June 12,20 12); 
--'U.S. Public Power Rating Criteria' (Jan. 11,2012). 

Applicable Criteria and Related Research: 
Revenue-Supported Rating Criteria 
http://www.f?tchratings.com/creditdesMreports/report~frame.cfm?rpt~id=68 10 1 5 
IJ.S. Public Power Rating Criteria 
http://www.f?tchratings.com/creditdes~reports/report-~~e.c~?~t-id=6658 15 

ALL FITCFI CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PL,EASE READ THESE LIMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS LINK : 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON THE AGENCY'S PIJBLIC WEBSITE 'WWW.FITCHRATINGS.COM'. PIBLISHED 
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT 
ALL TIMES. FITCHS CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES 
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 
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From: 
ent: 

10: 

cc: 
Subject: 

Dennis. Pidherny@fitchratings.com 
Tuesday, August 21, 201 2 12:40 PM 
Billie Richert 
Alan.Spen@fitchratings.com 
Re: 2012 Second Quarter Financial Report 

Billie, 

Would you and Mark be available for a quick follow up call this afternoon? 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - US. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

-- dennis.pidhernv@fitchratinqs.com 
+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To. 
Date: 08/18/2012 12:57 PM 
Subject: 

“Dennis M. Pidhemy (Dennis.Pidherny@fitchratings.com)” cDennis.Pidherny@fitchratings.com> 

2012 Second Quarter Financial Report 

Dennis, 
Attached is our condensed Second Quarter Financial Report. Please let me know if there are questions. 

Thanks. 

gifie ached CPfl, cwP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 

dete the material from your/any storage medium. 
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information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
nfidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 

,\tities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://www.symanteccloud.com 

Quarter 20 12 Financial Report.pdf" deleted by Dennis PidhernylpfNYCIF-I] 
[attachment "Second 

__ 
Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messanelabs.com/email. 
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ELECTRIC PLANT IN SERVICE increased $17.4 million to $2.0 billion as of June 30,2012 
lhis increase resulted from construction projects to maintain generation, transmission and 
communication capabilities. 

TEMPORARY INVESTMENTS decreased $28.8m primarily due to a higher fuel intentory this year 
and construction projects. 

SPECIAL FUNDS decreased $18.0m as of June 30, 2012. lhis decrease resulted fmm the use 
of the resem funds set up for non-smelter member rate mitigation. 

LONG-TERM DEBTdecreased $7.7 million as of June 30,2012, primarily due to principal 
payments on RUS debt. 

DEFERRED CREDITS decreased $20.3 miiiion as of June 30,2012, primarily due to the 
use of the resem funds set up for non-smelter member rate mitigation. 

BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

ASSETS 

TOTAL u n L m  PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 
TOTAL UTILITY PLANT 
ACCUM PROVISION FOR DEPR & AMORT 

NET umrw PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 
ACCOUNTS RECEIVABLE -OTHER NET 
FUEL STOCK 

PREPAYMENTS 
OTHER CURRENT& ACCRUED ASSETS 

TOTAL CURRENT& ACCRUED ASSETS 

UNMORT DEBT DISC & EXmAORD PROP LOSS 
OTHERDEFERREDDEBIR 

MATERIALS & SUPPLIES -OTHER 

TOTAL ASSETS AND OTHER DEBITS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENTYEAR 
NONOPEWTING MARGINS - PRIOR YEAR 
NONOPERATING MARGINS - CURRENTYEAR 
OTHER MARGINS & EQUITIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT- RUS 
LONG-TERM DEBT- OTHER 

TOTAL. LONG-TERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERREDCREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

June 30, June 30, 
201 2 201 1 

1,980,198 
64,799 

2,044,997 
(953,691) 

1,091,306 

3,677 
685 
15 

154,600 

158,977 

6 
623 

47,653 
42,426 

452 
35,425 
26,295 
2,499 
851 

156,230 

2,574 
1,725 

1,410,812 

(241,898) 
1,603 

638,998 
32 

(7.279) 

391,456 

651,478 
142,100 

793,578 

23,009 
2,269 
9,924 
8.273 

43.475 

157,856 
24,447 

1,410,812 

1,962,829 
48,852 

2,011,681 
(926,415) 

1,085,266 

3,642 
685 
15 

172,604 

176,946 

6 
573 

76,437 
40,436 

24,234 
24,473 
2,057 
1,219 

168,571 

2,133 
1,279 

1,434,195 

(864) 

(247,339) 
576 

638,838 
120 

(4.924) 

387,271 

659,199 
142,100 

801,299 

26.91 1 
1,717 
10,243 
7,754 

46,625 

178,159 
20.841 

1,434,195 

FINANCIAL HIGHLIGHTS 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTO/ISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZA'T'ION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

Three Months Ended June 30, 
201 2 201 1 

Six Months Ended June 30, 
201 2 201 1 

139,612 139,950 
1,204 896 

140,816 140,846 

12,017 12,073 
57,168 57,856 
26,649 29,158 
2,570 2,397 

566 687 
95 90 
15 23 

7,071 6,881 

106,151 109,165 

8,292 9,512 
1,279 1,216 

53 56 

273,551 
2,409 1,520 

276,121 275,071 

273,712 

23,837 24,222 
106,890 114,182 
58,175 55,019 
4,979 4,647 
1,225 1,267 

199 190 
21 23 

13,793 13,677 

209,119 213,227 

20,426 18,929 
2,334 2,140 

93 58 

9,624 

10,188 
3 

11,227 

0 
82 

137,090 

3,726 

13 
0 
0 

(1 85) 

10,784 

8,633 
130 

11,385 
(52) 

0 
37 

140,082 

764 

24 
5 
0 

22,853 

20,364 
4 

22,484 

0 
123 

274,562 

1,559 

31 
0 

45 

(385) 

21,127 

17,314 
128 

22,996 
(375) 

59 
116 

274,592 

479 

110 
9 

97 

NET PATRONAGE CAPITAL OR MARGINS 3.739 793 1.635 695 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 319,916 MWh to 5,298,635 MWh for the six-month period ended June 30, 2012. 
Member sales remnue increased $39.0 million, or 18.0%, to $256.3 million for the six-month period ended 
June 30, 2012, compared to $217.3 million in 2011, driven by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 995,000 MWh to 643,125 MWh for the six-month period ended June 30, 
2012. This decrease, along with a 21.1% decline in price, caused non-member electric sales revenue to decrease 
69.0%, to $17.4 million, for the six-month period ended June 30, 2012 compared to $56.3 million for 2011. 

PURCHASED POWER expense increased $7.5 million, or 40.6% to $26.1 million for the six-month period ended 
June 30, 2012, compared to 2011. This was due to a 60.1% increase in MWh purchased, partially offset by a 12.2% 
decrease in the amrage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $10.0 million, or 7.8%, to $118.2 million for the six-month period ended June 30, 2012 
compared to 201 1. The decreased fuel expense was primarily driben by lower generation as the softer power market 
droE economic purchases. 3 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended June 30,2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prodded by 

operating actidties: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 
Accounts receivable 
Inentories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash prodded by operating actidties 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net 
Proceeds from Restricted Inwstments and Other Deposits 

and lnestments 

Net cash used in inesting actidties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Rerimding 

Net cash used in financing actidties 

Three Months Ended June 30, 
201 I - 2012 - 

3,739 793 

10,715 9,136 
1,800 1,704 

0 0 
(6,270) (4,365) 

(1,683) (1,146) 
(959) 4.218 
483 51 8 
28 42 

2,918 1,233 
739 1.180 

(5,899) ( 176) 

5,611 13,137 

(3,990) (27,459) 
0 0 
0 0 
0 0 
0 0 

(3,990) (27,459) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,808) (14,937) 

CASH AND CASH EQlJlVALENTS - Beginning 49,467 91,380 

CASH AND CASH EQUIVALENTS -- Ending 47,659 76,443 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 8,672 8,973 

Cash paid in taxes 0 130 

4 

Six Months Ended June 30, 
201 I - 2012 - 

1,635 695 

21,467 18,319 
3,574 3,365 
7,596 8,397 

(1 1,981) (8,820) 

469 4,940 
(2,531) 11,838 

57 65 
2,101 1,122 

(7,316) (4,387) 

1,122 

17,511 34,610 

187 (2,046) 
.- 2,253 

(21,105) (12,129) 
1 0,393 46,641 

(10,712) 34,512 

(3,990) (27,459) 
0 0 

0 0 
0 0 

0 (1 0,000) 

(3,990) (37,459) 

2.809 31,663 

44,850 44,780 

47,659 76,443 

11,186 12,000 

0 130 
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Billie Richert 

From: Dennis. Pidherny@fitchratings.com 
'ent: Thursday, August 23,2012 3:46 PM 

4 0: Billie Richert 
cc: Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
Subject: Fitch Press Release 
Attachments: Big Rivers (RWN) 8-23-12.pdf 

Billie, 

Please find attached the proposed Press Release. Please review it for factual accuracy and to ensure that we have not 
included any confidential information. 

We look forward to receiving your comments. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pidhernv@fitchratinqs.com 
+ I  (212) 908-0738 

,om: Billie Richert cBillie.Richert@bignvers.com> 
Ta: 
cc: "alan.spen@fitchratings.corn" calan.spen@fitchratings.com> 
Date: 08/21/2012 0220 PM 
Subject: 

"Dennis M. Pidhemy (Dennis.Pidherny@fitchratings.corn)" cDennis.Pidherny@fitchratings.corn> 

Re: Call with Mark this afternoon 

Dennis, 
As a follow-up to our earlier conversation, I've called and left a message for Mark to call you at  212-908-0738 after 2:OO CST/3:0O 
EST. 

Thanks, 

i3ih @c/;erf, CPA, C W Q  
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
W i c e  Direct: (270) 844-6190 

abile: (270) 577-6221 
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The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
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jete the material from yourlany storage medium. 

This email has been scanned by the Symantec Email Securitydoud service. 
For more information please visit lit@://www.svmanteccloud.com 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
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similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 
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FITCH PLACES BIG RIVERS ELECTRIC CORP, RY's 2010A POLLUTION 
CONTROL RFDG REV BONDS ON RATING WATCH NEGATIVE 

Fitch Ratings-New York-23, August 2012: Fitch Ratings has 
placed the 'BBB-' rating on the $83.3 million County of Ohio, 
KY's pollution control refunding revenue bonds (Big Rivers 
Electric Corporation Project) series 2010A on Rating Watch 
Negative. 

The rating action reflects the decision by Century Aluminum Co. 
(Century) to terminate its power contract with Big Rivers 
Electric Corporation and the uncertain effect that the 
termination will have on the electric cooperative's financial 
position and its ability to meet debt service payments. 

SECURITY 

The bonds are secured by a mortgage lien on substantially all 
of the Big Rivers' owned tangible assets, which include the 
revenue generated from the sale or transmission of electricity. 

WHAT COULD TRIGGER A RATING ACTION 

INABILITY TO FIND ACCEPTABLE PURCHASERS: Extended overreliance 
on short-term power sales as a replacement for the Century 
contract to meet debt service would likely result in a downward 
rating action. 

INSUFFICIENT REGULATORY SUPPORT: Inadequate or untimely support 
by the Kentucky Public Service Commission (KPSC) would be 
viewed negatively. 

IMPLEMENTATION OF REASONABLE MITIGATION PLAN: Implementation of 
a mitigation plan that maintains financial and operating 
stability would be supportive of credit quality. 

CREDIT PROFILE 

Big Rivers provides wholesale electric and transmission service 
to three electric distribution cooperatives. These distribution 
members provide service to a total of about 112,500 retail 
customers located in 22 western Kentucky counties. Kenergy 
Corporation, the largest of the three systems, is unique in 
that its electric load is dominated by two aluminum smelters, 
Ria Tinto Alcan (Alcan) and Century Aluminum Co. (Century), 
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which together account for more than one-half of Big River's 
operating revenues. 

Century Terminates Contract 

Under the power sales contracts between Kenergy and the 
smelters, which expire in 2023, the smelters are required to 
take-or-pay for specific quantities of energy, irrespective of 
their needs. The contracts further provide for termination on 
one years' notice without penalties subject to certain 
conditions including the termination and cessation of all 
aluminum smelting operations at the relevant facilities. 

On August 20, 2012, Century issued a notice to terminate its 
power contract with Big Rivers and stated its intent to close 
its Hawesville, KY smelter. Century claims that the smelter is 
not economically viable despite electric rates well below the 
national average and no apparent reduction in production. 

Closure of the smelter has significant potential implications 
for Big Rivers, which has acknowledged the termination notice 
is valid. Besides the impact of the loss of some 700 plant 
employees, the remaining customers of Big Rivers will most 
likely have to absorb meaningfully higher rates, with the 
increase reflecting the amount, pricing and contractual 
provisions of surplus power sold to new customers. 

Implementation of Mitigation Plan 

Big Rivers management had previously developed a mitigation 
plan for the potential loss of the aluminum smelter loads and 
is presently looking into alternative arrangements with other 
power purchasers. However, implementation of future firm 
contractual arrangements will likely n o t  occur immediately. As 
a result, it is likely that Big Rivers will begin the process 
of seeking emergency rate relief from the KPSC to help soften 
any negative effects from the expected loss of the smelter. 
According to Big Rivers, Alcan, the other larger smelter, has 
not expressed any interest in closing its facility. 

Future Financial Results Unclear 

Big Rivers margins are expected to remain adequate to service 
financial obligations over the next twelve-months, even with 
the expected closure of Century's facility, since Century 
remains obligated to make all required payments to Kenergy. 
However, as time passes, it will be necessary to decipher Big 
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Rivers' revised business and financial plan and the effect on 
bond investors. 

For additional information on the rating, see Fitch's report, 
'Big Rivers Electric Corporation', dated Aug. 31, 2011. 

Primary Analyst 
Alan Spen 
Senior Director 

Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

+1-212-908-0594 

Secondary Analyst 
Michael Murad 
Associate Director 
+1-212-908-0757 

Committee Chairperson 
Dennis Pidherny 
Senior Director 
+1-212-908-0738 

Media Relations: Elizabeth Fogerty, New York, Tel: +1-212-908- 
0526, Email: elizabeth.fogerty@fitchratings.com. 

Additional information is available at 'www.fitchratings.com,. 

In addition to the sources of information identified in Fitch's 
Revenue-Supported Rating Criteria and U. S. Public Power Rating 
Criteria, this action was informed by information from 
Creditscope. 

Applicable Criteria and Related Research: 
--'Revenue-Supported Rating Criteria', June 12, 2012; 
--'U.S. Public Power Rating Criteria', Jan. 11, 2012; 
--'Big Rivers Electric Corporation', Aug. 31, 2012. 
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From: 
'ent: 
10: 
Subject: 

Dennis. Pid herny@fitchratings.com 
Thursday, August 23,2012 3:49 PM 
Billie Richert 
RE: Fitch Press Release 

Thank you 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pid herny@fitchratings.com 
+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis.Pidherny@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
Cc: "Alan.Spen@fitchratings.com" <Alan.Spen@fitchratings.com>, "Michael.Murad@fitchratings.com" <Michael.Murad@fitchratings.com> 
Date: 08/23/2012 04:48 PM 
Subject: RE: Fitch Press Release 

Received. Reviewing now. 

From: Dennis.Pidherny@fitchratings.com [maiIto:Dennis.Pidherny@fitchratin~s.com] 
Sent: Thursday, August 23,2012 3:46 PM 
To: Billie Richert 
CC: Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
Subject: Fitch Press Release 

Billie, 

Please find attached the proposed Press Release. Please review it for factual accuracy and to ensure that we have not 
included any confidential information. 

We look forward to receiving your comments. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
"?w York, NY 10004 

dennis. pidhernv@fitchratinns.com 
(212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com> 

1 Case No. 2012-00492 
Attachment for Response to KIUC 1-g 

Witness: Billie J. Richert 
Page 188 of 458 

mailto:herny@fitchratings.com
mailto:herny@fitchratings.com
mailto:Dennis.Pidherny@fitchratings.com
mailto:Michael.Murad@fitchratings.com
mailto:pidhernv@fitchratinns.com


To: 
cc: "alan.spen@fitchratings.com" calan.spen@fitchratings.com> 
Date: 08/21/2012 02:20 PM 
Subject: 

"Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.com)" <Dennis.Pidherny@fitchratings.com> 

Re: Call with Mark this afternoon 

Dennis, 
As a follow-up to our earlier conversation, I've called and left a message for Mark to call you at 212-908-0738 after 2:OO CST/3:00 
EST. 

Thanks, 

Bifie @chert CPA, c9rP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
W c e  Direct: (270) 844-6190 

)bile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

.-- --- 
This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://m.swmnteccloud.com 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and far 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 

iauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 
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=ram: 
mt: 

Subject: 

Billie, 

Should y 
call. 

Thanks, 

Alan 

io: 

Alan. Spen@fitchratings.com 
Thursday, August 23, 2012 3156 PM 
Billie Richert 
RE: Fitch Press Release 

I have any questions regarding Fitch's rating process or meaning of Rating Watch, please give Dennis or me a 

From: Billie Richert <Billie.Richert@bigrivers.com> 
TO. "Dennis.Pidherny@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
Cc: "Alan.Spen@fitchratings.com" cAlan.Spen@fitchratings.com>, "Michael.Murad@fitchratings.com" <Michael.Murad@fitchratings.corn> 
Date: 08/23/2012 0448 PM 
Subject: RE: Fitch Press Release 

Received. Reviewing now. 

From: Dennis,Pidherny@fitchratings.com [mailto:Dennis.Pidhernv@fitchratincls.com] 
Sent: Thursday, August 23, 2012 3:46 PM 
To: Billie Richert 
Cc: Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
Subject: Fitch Press Release 

Billie, 

Please find attached the proposed Press Release. Please review it for factual accuracy and to ensure that we have not 
included any confidential information. 

We look forward to receiving your comments. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
'ew York, NY 10004 

I (212) 908-0738 
dennis.pid hernv@fitchratinns.com 
From: Billie Richert <Billie.Richert@bigrivers.com> 
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To: 
cc: “alan.spen@fitchratings.com” <alan.spen@fitchratings.com> 
Date: 08/21/2012 02:20 PM 
Subject: 

“Dennis M. Pidhemy (Dennis.Pidhemy@fitchratings.com)” <Dennis.Pidherny@fitchratings.com> 

Re: Call with Mark this afternoon 

Dennis, 
As a follow-up to  our earlier Conversation, I’ve called and left a message far Mark t o  call you at 212-908-0738 after 2:OO CST/3:00 
EST. 

Thanks, 

f&h?6 @ C h 4  cp?& cfl7p 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
rlffice Direct: (270) 844-6190 

)bile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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From: 
mt: 
0: 

cc: 
Subject: 

Dennis. Pidherny@fitchratings.com 
Thursday, August 23,2012 4:46 PM 
Billie Richert 
Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
RE: Fitch Press Release 

Thank you. Given the hour, the release will be issued tomorrow. We will keep you posted. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis.pidherny@fitchratings.com 
+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigrivers.com+ 
To: "Dennis.Pidherny@fitchratings.com" cDennis.Pidherny@fitchratings.com> 
Cc: "Alan.Spen@fitchratings.com" eAlan.Spen@fitchratings.com>, "Michael.Murad@fitchratings.com" cMichael.Murad@fitchratings.com> 
Rate: 08/23/2012 0542 PM 
Subject: RE: Fitch Press Release 

Dennis, 
We have reviewed the Press Release and have no changes to any factual data and confirm there is no confidential information in the 
Press Release. 

Thank you. 

Billie 

From: Dennis.Pidherny@fitchratings.com [maiIto:Dennis.Pidhernv@fitchratinss.com] 
Sent: Thursday, August 23,2012 3:46 PM 
To: Billie Richert 
Cc: Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
Subject: Fitch Press Release 

Billie, 

Please find attached the proposed Press Release. Please review it for factual accuracy and to ensure that we have not 
included any confidential information. 

We look forward to receiving your comments. 

Dennis M. Pidherny 
Senior Director, Sector Head 
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Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

~~nis.pidhernv@fitchratinqs.com 
1 (212) 908-0738 

From: Billie Richert cBillie.Richert@bigrivers.com> 
To: 
cc: "alan.spen@fitchratings.com" <alan.spen@fitchratings.com> 
Date: 08/21/2012 0220 PM 
Siibject: 

"Dennis M. Pidhemy (Dennis.Pidherny@fitchratings.com)" <Dennis.Pidherny@fttchratings.com> 

Re: Call with Mark this afternoon 

Dennis, 
As a follow-up to our earlier conversation, I've called and left a message for Mark to call you a t  212-908-0738 after 2:OO CST/3:00 
EST. 

Thanks, 

&'i %de& CPA, CgTP 
7 Accounting & Interim CFO 

,rg Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

This ernail has been scanned by the Symantec Email Security.cloud service. 
For more information please visit littp://www.symanteccloud.com 
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Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
- Tnauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 

to retain, monitor and intercept e-mail messages both to and from its systems. 
milar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs.com/email. 

This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://www.symanteccloud.com 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and fiom its systems. 

.lis e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.rnessagelabs.com/email. 
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Billie Richert 

From: Dennis. Pidherny@fitchratings.com 
'ent: 

d 0: Billie Richert 
cc: Alan.Spen@fitchratings.com 
Subject: RE: Fitch Press Release 
Attachments: 

Friday, August 24, 2012 9:28 AM 

BREC RWN RAC Aug 2012.pdf 

Billie, 

Please find attached the final press release. We look forward to working with Big Rivers to resolve the Rating Watch over 
the near term. In the meantime please keep us posted on any developments and feel free to call Alan or I if you have any 
questions. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pid herny@fitchratings.com 
+I (212) 908-0738 

'3111: 

3 : 
CC: 
Date: 
Subject: 

Billie Richerl <Billie.Richert@bigrivers.com> 
"Dennis.Pidhemy@fitchratings.corn" <Dennis.Pidherny@fitchratings.corn> 
"Alan.Spen@fitchratings.corn" <Alan.Spen@fitchratings.com>, "Michael.Murad@fitchratings.com" <Michael.Murad@fitchratings.com> 
08/23/2012 05:47 PM 
RE: Fitch Press Release 

Thank yau. Have a nice evening. 

From: Dennis.Pidherny@fitchratings.com [mailto:Dennis.Pidhernv@fitchratinas.com] 
Sent: Thursday, August 23, 2012 4:46 PM 
To: Billie Richert 
Cc: Alan.Spen@fitchratings.com; Michael.Murad@fitchratings.com 
Subject: RE: Fitch Press Release 

Thank you. Given the hour, the release will be issued tomorrow. We will keep you posted. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
citch Ratings 

ldew York, NY 10004 

dennis.r>idhernv@fitchratinss.com 

i e  State Street Plaza 

+ I  (212) 908-0738 
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From: Billie Richert <Billie.Richert@bigrivers.com> 
To: "Dennis.Pidherny@fitchratings.com" <Dennis.Pidherny@fitchratings.com> 
Cc: "Alan.Spen@fitchratings.com" <Alan.Spen@fitchratings.com>, "Michael.Murad@fitchratings.com" <Michael.Murad@fitchratings.com> 
Date: 08/23/2012 05:42 PM 
'ubject: RE: Fitch Press Release 

Dennis, 
We have reviewed the Press Release and have no changes to any factual data and confirm there is no confidential information in the 
Press Release. 

Thank you. 

Billie 

From: Dennis.Pidhernv@fitchratinqs.com [mailto:Dennis.Pidhern~@fitchratinqs.com] 
Sent: Thursday, August 23,2012 3:46 PM 
To: Billie Richert 
Cc: Aian.Soen@fitchratinqs.com; Michael.Murad@fitchratinqs.com 
Subject: Fitch Press Release 

d i e ,  

Please find attached the proposed Press Release. Please review it for factual accuracy and to ensure that we have not 
included any confidential information. 

We look forward to receiving your comments. 

Dennis M. Pidherny 
Senior Director, Sector Head 
Public Finance - U.S. Public Power 
Fitch Ratings 
One State Street Plaza 
New York, NY 10004 

dennis. pidherny@fitchratincts.com 
+I (212) 908-0738 

From: Billie Richert <Billie.Richert@bigflvers.com> 
To. 
cc: "alan.spen@fitchratings.com" calan.spen@fitchratings.com> 
Date: 08/21/2012 02:20 PM 
Subject: 

"Dennis M. Pidherny (Dennis.Pidherny@fitchratings.comy <Dennis.Pidherny@fitchratings.com> 

Re: Call with Mark this afternoon 
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Dennis, 
As a follow-up to our earlier conversation, I've called and left a message for Mark to call you at  212-908-0738 after 2:OO CST/3:QO 
EST. 

Thanks, 

gibe ached CPA, CWP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://wvw.symanteccloud.corn 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and from its systems. 

is e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
,llcp://www.messarzelabs.conl/email. 
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This email has been scanned by the Symantec Email Security.cloud service. 
Cor more information please visit http://w\Yw.symanteccloud.com 

Confidentiality Notice: The information contained in this e-mail and any attachment(s) is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notifl us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and fiom its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs.coidemail. 

This email has been scanned by the Symantec Email Security.cloud service. 
For more information please visit http://m.symanteccloud.com 

Confidentiality Notice: The information contained in this e-mail and any attachment(s)is confidential and for 
the use of the addressee(s) only. If you are not the intended recipient of this e-mail, do not duplicate or 
redistribute it by any means. Please delete this e-mail and any attachment(s) and notify us immediately. 
Unauthorized use, reliance, disclosure or copying of the contents of this e-mail and any attachment(s), or any 
similar action, is strictly prohibited. Fitch Ratings reserves the right, to the extent permitted by applicable law, 
to retain, monitor and intercept e-mail messages both to and fiom its systems. 

This e-mail has been scanned by the MessageLabs Email Security System. For more information, please visit 
http://www.messagelabs .codemail. 
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Fitch s 
FITCH PLACES BIG RXVERS ELECTRIC COW, KY'S 2010A 

POLLUTION CONTROL RFDG REVS ON NEGATIVE WATCH 

Fitch Ratings-New York-24 August 2012: Fitch Ratings has placed the 'BBB-' rating on the $83.3 
million county of Ohio County, KY's pollution control refunding revenue bonds (Big Rivers 
Electric Corporation Project) series 201 OA on Rating Watch Negative. 

The rating action reflects the decision by Century Aluminum Co. (Century) to terminate its power 
contract with Big Rivers Electric Corporation and the uncertain effect that the termination will have 
on the electric cooperative's financial position and its ability to meet debt service payments. 

SECIJRITY 

The bonds are secured by a mortgage lien on substantially all of Big Rivers' owned tangible assets, 
which include the revenue generated from the sale or transmission of electricity. 

WHAT COULD TRIGGER A RATING ACTION 

INABILITY TO FIND ACCEPTABLE PURCHASERS: Extended over-reliance on short-term 
power sales as a replacement for the Century contract to meet debt service would likely result in a 
downward rating action. 

INSUFFICIENT REGIJLATORY SUPPORT: Inadequate or untimely support by the Kentucky 
Public Service Commission (KPSC) would be viewed negatively. 

IMPLEMENTATION OF REASONABLE MITIGATION PLAN: Implementation of a mitigation 
plan that maintains financial and operating stability would be supportive of credit quality. 

CREDIT PROFILE 

Big Rivers provides wholesale electric and transmission service to three electric distribution 
cooperatives. These distribution members provide service to a total of about 112,500 retail 
customers located in 22 western Kentucky counties. Kenergy Corporation, the largest of the three 
systems, is unique in that its electric load is dominated by two aluminum smelters, Ria Tinto Alcan 
(Alcan) and Century, which together account for more than one-half of Big River's operating 
revenues. 

Century Terminates Contract 

Under the power sales contracts between Kenergy and the smelters, which expire in 2023, the 
smelters are required to take-or-pay for specific quantities of energy, irrespective of their needs. 
The contracts further provide for termination on one years' notice without penalties subject to 
certain conditions including the termination and cessation of all aluminum smelting operations at 
the relevant facilities. 

On Aug. 20, 2012, Century issued a notice to terminate its power contract with Big Rivers and 
stated its intent to close its Hawesville, KY smelter. Century claims that the smelter is not 
economically viable despite electric rates well below the national average and no apparent 
reduction in production. 

Closure of the smelter has significant potential implications for Big Rivers, which has 
acknowledged the termination notice is valid. Besides the impact of the loss of some 700 plant 
employees, the remaining customers of Big Rivers will most likely have to absorb meaninghlly 
higher rates, with the increase reflecting the amount, pricing and contractual provisions of surplus 
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power sold to new customers. 

Implementation of Mitigation Plan 

Big Rivers management had previously developed a mitigation plan for the potential loss of the 
aluminum smelter loads and is presently looking into alternative arrangements with other power 
purchasers. However, implementation of future firm contractual arrangements will not likely occur 
immediately. As a result, it is likely that Big Rivers will begin the process of seeking emergency 
rate relief fiom the KPSC to help soften any negative effects from the expected loss of the smelter. 
According to Big Rivers, Alcan, the other larger smelter, has not expressed any intent to close its 
facility. 

Future Financial Results Unclear 

Big Rivers margins are expected to remain adequate to service financial obligations over the next 
12 months, even with the expected closure of Century's facility, since Century remains obligated to 
make all required payments to Kenergy. However, as time passes, it will be necessary to decipher 
Big Rivers' revised business and financial plan and the effect on bond investors. 

For additional information on the rating, see Fitch's report, 'Big Rivers Electric Corporation', dated 
Aug. 31, 201 1 , available at www.fitchratings.com. 

Contact: 

Primary Analyst 
Alan Spen 
Senior Director 

Fitch, Inc. 
One State Street Plaza 
New York, NY 10004 

+1-212-908-0594 

Secondary Analyst 
Michael Murad 
Associate Director 
+I -2 12-908-0757 

Committee Chairperson 
Dennis Pidherny 
Senior Director 
+1-212-908-0738 

Media Relations: Elizabeth Fogerty, New York, Tel: +I (212) 908 0526, Email: 
elizab eth . fo gerty @ fitchratings . com . 

Additional information is available at 'www.fitchratings.com'. The ratings above were solicited by, 
or on behalf of, the issuer, and therefore, Fitch has been compensated for the provision of the 
ratings. 

In addition to the sources of information identified in Fitch's Revenue-Supported Rating Criteria 
and 1J.S. Public Power Rating Criteria, this action was informed by information from Creditscope. 

Applicable Criteria and Related Research: 
--'Revenue-Supported Rating Criteria', June 12,20 12; 
--'U.S. Public Power Rating Criteria', Jan. I I ,  2012; 
--'Big Rivers Electric Corporation', Aug. 3 1 , 20 1 1. 

Applicable Criteria and Related Research: 
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Revenue-Supported Rating Criteria 
http://www.fitchratings.com/creditdesk/reports/report~frame.cfm?rpt_;id=68 10 1 5 
U.S. Public Power Rating Criteria 
http ://m . fitchratings.com/credi tdesk/reports/report-frame. cfm?rpt_id=665 8 I 5 
Big Rivers Electric Corporation 
http://www.fitchratings.com/creditdes~reports/repart~~frame.cfm?rpt~id=649829 

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND 
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY 
FOLLOWING THIS LINK: 
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, 
RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE 
ON THE AGENCY'S PTJBLIC WEBSITE 'WWW.FITCHRATINGS.COM'. PUBLISHED 
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILAB1,E FROM THIS SITE AT 
ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF 
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES 
AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION 
OF THIS SITE. 
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Billie Richert 

From: Billie Richert 
Sent: 
To: Dennis M. Pidherny (Dennis.Pidherny@fitchratings.com) 
cc: 
Subject: 
Attachments: Third Quarter Financial Report.pdf 

Monday, November 19,2012 526 PM 

Ralph Ashworth; Nicholas R. Castlen 
2012 Third Quarter Financial Report 

Dennis, 

Attached is our condensed Third Quarter Financial Report. Please let me know if there are questions. 

Thanks. 

Billie 

3 
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E L E C T R I C  C O  R P O R A T I  0 N 

Your Touchstone Energy” C2ooper:itive &%?: _I_ 

2012 Third Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: November 13,2012 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

September 30, September 30, 
ASSETS 2012 201 1 

TOTAL UTILITY PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 

ACCUM PROVISION FOR DEPR & AMORT 

NET UTILITY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FlJNDS 

TOTAL OMER PROPERTY AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 
ACCOUNTS RECEIVABLE - OTHER NET 
FUEL STOCK 
MATERIALS & SUPPLIES - OMER 
PREPAYMENTS 
OTHER CURRENT & ACCRUED ASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

UNMORT DEBT DISC & EXlRAORD PROP LOSS 
OTHER DEFERRED DEBITS 

TOTAL unuw PLANT 

TOTAL ASSETS AND OTHER DEBITS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENT YEAR 
NONOPERATING MARGINS - PRIOR YEAR 
NONOPERATlNG MARGINS - CURRENT YEAR 
OlHER MARGINS & EQUITIES 

TOTAL MARGINS & EQUlTlES 

LONG-TERM DEBT - RUS 
LONG-TERM DEBT - OTHER 

TOTAL LONG-TERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INEREST ACCRUED 
OTHER CURRENT & ACCRUED LlABlLmES 

TOTAL CURRENT & ACCRUED LlABlLmES 

DEFERRED CREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,997,625 
44,936 

2,042.561 
(955,855) 

1,066,706 

3,681 
43,841 

15 
184,966 

232,503 

5 
598 

113,244 
42,902 

1.221 
32,353 
26,017 

1,549 
713 

218.602 

3,983 
2,988 

1,544,782 

(241,898) 
7,722 

638,998 
403 

(7,279) 

397,946 

208,479 
720,480 

928,959 

27,000 
824 

3,812 
8,292 

39,928 

152,737 
25,212 

1,544,782 

1,964,817 
54,555 

2,019,372 
(933,802) 

1,085,570 

3,645 
685 

15 
168,181 

172,526 

6 
573 

77,683 
45.456 

27,134 
24,662 

1,302 
634 

175,348 

2,106 
1.798 

1,437,348 

(2,102) 

(247,339) 
8,757 

638.838 
141 

(4.923) 

395,474 

657,620 
142,100 

799,720 

28,980 
671 

9,519 
8,320 

47,490 

173,685 
20,979 

1,437.348 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $32.8 million to $2 0 billion as of September 30, 2012 
%is increase resulted from construction projects to maintain generation, transmission and 
communication capabilities 

TEMPORARY INVESTMENTS increased $35 Em primarily due to the borrowing that took place 
this year to fund construction projects. partially o%et by a higher fuel inwntory this year and 
construclion projects 

SPECtAL FUNDS increased $16 8 m  as of September 30, 2012. This increased resulted from 
replenishing the transition resew, partially offset by the use of the resew funds set up for 
non-smelter member rate mitigalion 

LONG-TERM DEBT increased $129 2 million as of September 30, 2012, primarily due lo borrowing 
for capital projects and replenish the $35 0 million transition resene formerly used to pre-pay RUS debt 

DEFERRED CREDITS decreased $20 9 million as of September 30, 2012, primarily due to the 
use of the resew funds set up for non-smelter member rate mitigation 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

3 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 446,265 MWh to 8,053,207 MWh for the nine-month period ended September 30, 2012. 
Member sales rewnue increased $52.7 million, or 18.0%, to $391.4 million for the nine-month period ended 
September 30, 2012, compared to $338.8 million in 2011, driwn by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 1,454,096 MWh to 971,890 MWh for the nine-month period ended September 30, 
2012. This decrease, along with a 17.1% decline in price, caused nonmember electric sales rev3nue to decrease 
66.8%, to $27.8 million, for the nine-month period ended September 30, 2012 compared to $83.6 million for 2011. 

PURCHASED POWER expense increased $6.5 million, or 22.3% to $35.3 million for the nine-month period ended 
September 30, 2012, compared to 2011. This was due to a 41.4% increase in MWh purchased, partially offset by a 13.5% 
decrease in the awrage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $10.4 million, or 5.3%, to $184.7 million for the nine-month period ended September 30, 2012 
compared to 2011. The decreased fuel expense was primarily driven by lower generation as the sofler power market 
drow economic purchases. 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTOIISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTI-ER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

NET PATRONAGE CAPITAL OR MARGINS 

Three Months 
Ended September 30, 

2012 201 I 

145,47 1 148,770 
1.450 648 

-____ 

Nine Months 
Ended September 30, 

201 2 201 1 

419,183 422,321 
3.859 2.168 

-- 

146,921 149,4 1 8 

12,555 12,779 
58,943 58,925 
26,106 28,160 
2,384 2,273 

438 565 
192 155 
81 106 

6,585 6,303 

107,284 109,266 

__. 

10,446 10,253 
1,402 1,208 

35 35 

423,042 424,489 

36,392 37,001 
165,833 173,107 
84,281 83,179 
7,363 6,920 
1,663 1,832 

391 345 
102 129 

19,980 

316,403 322,493 

-- 20,378 

30,872 29,182 
3,736 3,348 

128 93 

11,883 

10,488 

11,235 

55 
64 

140,816 

6,105 

372 
0 

14 

a 

(1 93) 

11,496 

9,060 
0 

11,454 
(75) 

1 
42 

141,244 

8,174 

22 
(1) 
8 

34,736 

30,852 
4 

33,719 

55 
187 

415,378 

7,664 

403 
0 

59 

(578) 

32,623 

26,374 
128 

34,450 

60 
158 

415,836 

8,653 

132 
8 

105 

(450) 

6,491 8,203 8,126 8,898 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended September 30, 2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prowded by 

operating actidties: 
Depreciation and amortization 
Interest compounded - RLJS Series B Note 
Interest compounded - RlJS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 
Accounts receimble 
Inwntories 
Prepaid expenses 
Defemd charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash prowded by operating actidties 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net 
Proceeds from Restricted Inwstments and Other Deposits 

Purchase of Restricted Invzstments and Other Deposits and 
and Inwstments 

inwstments 

Net cash used in inwsting actidties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Debt Issuance Cost 
Payments on obligations under long-term lease 

Net cash used in financing actidties 

Three Months Ended September 30, 
201 I - 2012 - 

6,490 8,203 

10,697 9,617 
1,846 1,747 

0 0 
(5,504) (4,973) 

3,352 (3,088) 
(1,245) (3,782) 

1,089 1,339 
11 29 

3,991 2,069 
(7,538) (1,205) 

162 .- 837 

-. 14,026 10,118 

(6,850) (1 0,488) 
(38,118) 4,920 

(35,002) 21 

(446,621) (3,325) 
580,156 0 

0 0 
(2,000) 0 

0 0 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 65,591 1,246 

76,443 CASH AND CASH EQUIVALENTS - Beginning 

CASH AND CASH EQUIVALENTS - Ending 113,250 77,689 

-I- 

47,659 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 15,439 1 0,379 

Cash paid in taxes 0 0 

4 

Nine Months Ended Septem ber 30, 
201 1 _._ 2012 ~ 

8,126 8,898 

32,164 27,936 
5,420 5,112 

(17,485) (1 3,793) 
7,596 8,397 

(776) 1,158 
82 1 8,750 

3,190 2,461 
68 94 

(3,325) (2,378) 
(7,351) (3,251) 
3,089 1,284 

31,537 44,728 

(27,955) (22,617) 
(27,725) 51,561 

(35,002) 21 

(90,682) 28,965 

(450,611) (30,784) 
580,156 0 

0 (10,000) 
(2,000) 0 

0 0 

127,545 (40,784) 

68,400 32,909 

44,780 - 44,850 - 
1 13,250 77,689 

26,625 22,379 

0 130 
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From: Mark Hite 
Sent: 
To: 
Subject: 
Attachments: 

Thursday, August 23,2012 2r32 PM 
Nicholas R. Castlen; Billie Richert 
FW: Big Rivers Electric Corporation 
BREC PART A.pdf; MEADE FORM 7.pdf; KENERGY FORM 7 201 1 .pdf; JACKSON 
PURCHASE FORM 7.pdf; JPEC JACKSON PURCHASE Audited FS and Management Letter 
- 201 1 .pdf; MEADE Audited Financial Statementspdf; KENERGY AUDITED FINANCIAL 
STATEMENT.pdf; KPMG - BREC Finnacial Statements 12-31-201 I 2010.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@ bigrivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Thursday, April 12,2012 1:48 PM 
To: Kevin Rose (kevin.rose@modys.com) 
Subject: Big Rivers Electric Corporation 

Good afternoon. Hope al l  is well with you. 

As we discussed a month or so ago via telephone and email, attached hereto is Big Rivers' 2011 audited financial 
statements and it's 2011 RUS financial and operating report. Also attached, as requested, are the 2011 audited 
financials for each of Big Rivers' 3 member distribution cooperatives (Meade County RECC, Jackson Purchase Energy 
Corporation, and Kenergy Carp.) and their 2011 RUS Form 7. 

Also as we discussed, will be emailing you Big Rivers' long-term financial forecast (2012-2026), in Excel format, by the 
end of April 2012. Based on these items, we'll commence the annual rating review process, striving to meet your timing. 

Comments welcome. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
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270-577-6815 (mobile) 
812-853-0405 (home) 
mhite@bigrivers.com 
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Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 10157 AM 

FW: Big Rivers - 1st Qtr 2012 Financial Report 
Big Rivers 1st Qtr 2012 Financial Report - 5-21-12.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-681 5 (mobile) 
mhite@,bigrivers.com 

From: Mark Hite 
Sent: Monday, May 21,2012 4:09 PM 
To: kevin.rose@moodys.com 
Subject: Big Rivers - 1st Qtr 2012 Financial Report 

Please see the attached, a condensed Big Rivers 1' Qtr 2012 Financial Report. 

Contact me with any questions you may have. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 1 49 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
mhite@,bigrivers.com 
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\-our Touchstone Encrgf Cooperative &E ' 

2012 First Quarter Financial Report 

Unaudited, in RUS format 
(a bse n t n o r m a I G AAP rec I a ssi f i cat i on s) 

Date Prepared: May 21, 2012 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 212 of 458 

Attachment for Response to KIUC 199 



2 

BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands$ 

March 31, March 31, 
ASSETS 201 2 2011 

TOTAL u n L w  PLANT IN SERVICE 
CONSTRIJCTION WORK IN PROGRESS 
TOTAL UTILITY PLANT 
ACCUM PROVISION FOR DEPR & AMORT 

NET UTILITY PLANT 

INVEST IN ASSOC QRG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERN AND INVESTMENTS 

CASH I GENERAL FUNDS 
SPECIAL DEPOSKS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE "SALES OF ENERGY 

FUEL STOCK 

PREPAYMENTS 
OMER CURRENT & ACCRUED ASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

UNMORT DEBT DISC & EXniAORD PROP LOSS 
OTHERDEFERREDDEBITS 

ACCOUNTS RECEIVABLE - OTHER NET 

MATERIALS & SLJPPLIES - OTHER 

TOTAL ASSETS AND OTHER DEBlTS 

EQUITIES AND LWBILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENTYEAR 
NONOPERATING MARGINS - PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS & EQlJITIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT- RUS 
LONG-TERM DEBT - OTHER 

TOTAL LONGTERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OWER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LlABlLmES 

DEFERRED CREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,979,276 
60,033 

2,039,309 
(946,277) 

1,093,032 

3,677 
685 
15 

159,854 

164,231 

6 
573 

49,461 
41,620 
(425) 

34,868 
25.893 
3,347 
486 

155,829 

2,299 
1.867 

1,417,258 

(241,898) 
(2,122) 

638,998 
18 

(7,279) 

387.71 7 

653,668 
142,100 

795,768 

28,908 
1,404 
9,220 
6,923 

46,455 

163,725 
23,593 

1,417.258 

1,962,336 
43,362 

2,005,698 
(91 8,033) 

1,087,665 

3,642 
685 
15 

178,254 

182.596 

6 
572 

91,375 
38,897 
(471) 

29.130 
23,796 
2,933 
860 

187,098 

2,160 
1,205 

1,460,724 

(247,339) 

638.838 
90 

(4,923) 

(188) 

386,478 

684,954 
142,100 

827,054 

27,087 
1,118 
9,605 
7,758 

45,568 

181,988 
19,636 

1,460,724 

FINANCIAL HIGHLIGHTS I 
ELECTRIC PLANT IN SERVICE increased $16 9 million to $2.0 billion as of March 31, 2012 
mis increase resulted fmm construction projects to maintain generation, transmission and 
communication capabilities 

TEMPORARY INVESTMENTS decreased $41 9m primarily due to pre-paying RUS Debt. 

SPECIAL FIJNDS decreased $18.4m as of March 31, 2012 This decrease resulted from the use 
of the resew funds set up for non-smelter member rate mitigation 

LONG-TERM DEBT decreased $31.3 million as of March 31, 2012, primarily due to pre-paying 
RUS debt. 

I DEFERRED CREDITS decreased $18.3 million as of March 31, 2012, primarily due to the I use of the m e w  funds set up for non-smelter member rate mitigation 
I J 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

3 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

SALES TO MEMBERS increased 172,558 MWh to 2,660,030 MWh for the three-month period ended March 31, 2012. 
Member sales retenue increased $18.9 million, or 17.5%, to $127 0 million for the three-month period ended 
March 31, 2012, compared to $108.1 million in 201 1, driten by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 477,250 MWh to 271,767 MWh for the three-month period ended March 31, 
2012. This decrease, along with a 23.4% decline in price, caused nonmember electric sales retenue to decrease 
72.2%, to $7.1 million, far the three-month period ended March 31, 2012 compared to $25.5 million for 2011. 

PURCHASED POWER expense increased $6.7 million, or 85.8% to $14.5 million for the three-month period ended 
March 31, 2012, compared to 201 1" This was due to a 124.9% increase in MWh purchased, partially offset by a 17.4% 
decrease in the amrage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $7.0 million, or 11.0%, to $56.4 million for the three-month period ended March 31, 2012 
compared to 2011. The decreased fuel expense was primarily drimn by tower generation as the softer power market 
droE economic purchases. 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPL.Y 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTO/ISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAIMENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECLATlON & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

NET PATRONAGE CAPITAL OR MARGINS 

Three Months Ended March 31, 
201 I - - 201 2 __.___..-- 

134,100 133,601 
624 

--" 1,205 __ _. 

135,305 134,225 

11,820 12,149 
49,722 56,326 
31,526 25,861 
2,409 2,250 
659 580 
104 100 
6 0 

6,796 - 6,'722 ..- 

102,968 I 04,062 

12,134 9,417 
1,055 924 
40 2 - 

13,229 

10,176 
1 

11,257 

0 
41 

(200) 

137,472 

1 0,343 

8,681 
(2) 

11,611 
(323) 
59 
79 

134,510 

18 
0 
45 

86 
4 
97 

FINANCIAL HIGHLIGHTS 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended March 31,2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash provided by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Three Months Ended March 31, 
201 1 - 2012 - 

10,752 9,183 
1,774 1,661 
7,596 8,397 

(5,711) (4,455) 

2,152 6,086 
(1,572) 7,620 
1,618 604 

29 23 
(1,417) (421 1) 
(2,731) (3,279) 
1,514 (58) - 

Net cash provided by operating activities 11,900 21,473 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net ( I  1,999) (5,304) 
Proceeds from Restricted investments and Other Deposits and Investments 4.716 40,428 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Refunding 

Net cash used in financing activities 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS - Beginning of quarter 

CASH AND CASH EQUIVALENTS - End of quarter 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

Cash paid in taxes 

4 

0 0 
0 0 
0 (10,000) 
0 0 
0 0 

0 (1 0,000) 

4,617 46,600 

44,850 44,780 

49.467 91.380 

2,514 3,027 

0 0 
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Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 1056 AM 

FW: Big Rivers Electric Corporation 
Big Rivers Electric Corporation Disclosure Statement (7-1 2-1 2).pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corparate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@ bigrivers.com_ 

-----0 rigina I Message----- 
From: Mark Hite 
Sent: Friday, July 20,2012 2:05 PM 
To: kevin.rose@moadys.com 
Cc: Billie Richert 
Subject: Big Rivers Electric Corporation 

In connection with your annual rating review and update af Big Rivers, attached hereta is an updated Disclasure 
Statement. Hope to hear from you soon. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@bigrivers.com 
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From: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Friday, August I O ,  2012 1:42 PM 
Billie Richert 
liquidity and update on smelter load 

Importance: High 

Hi Billie: 

Could you please provide me with an update on the status of your credit facilities with CFC and CoBank. My records 
indicate that the CoBank facility was scheduled to expire back in July 2012, so I wonder whether that was renewed and, 
if so, on what terms and conditions and for what amount and how long. Also, have there been any changes with respect 
to the CFC facility, which I understand expires in July 2014. 

As for the smelter load, I have noticed several news reports and other information that covered recent discussions a t  
meetings with the customers. Ideally, I would appreciate an opportunity to have a conversation about this on 
Monday. Is there a particular time that works for you. I have a busy morning, but could be available in the afternoon. 

I look forward to reply on the liquidity by e-mail. And any other sources of information on the relationships with the 
smelters would be helpful. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 teI 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodvs.com 

_________-__________----------_------ 1 _---- 
The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not he disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notiEied that you have received this message in error 
and that any review, dissemination, distribution or  copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax o r  e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
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as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any  computer virus which may be transferred via this e-mail message. 
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Billie Richert 

From: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Friday, August 10, 2012 1:54 PM 
Billie Richert 
RE: liquidity and update on smelter load 

Thanks. Anytime after 12:OO noon NY time works Ok for me, 

Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 tel 
646256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New Y ork. NY 10007 

www.moodvs.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, August 10, 2012 2:51 PM 
To: Rose, Kevin 
Subject: RE: liquidity and update on smelter load 

Kevin, 
I'm out of the office today but will call you Monday. 
Billie. 

"Rose, Kevin" <Kevin.Rose(ii),nioodys.com> wrote: 
Hi Billie: 

Could you please provide me with an update on the status of your credit facilities with CFC and CoBank. My records 
indicate that the CoBank facility was scheduled to expire back in July 2012, so I wonder whether that was renewed and, 
if so, on what terms and conditions and for what amount and how long. Also, have there been any changes with respect 
to the CFC facility, which I understand expires in July 2014. 

As for the smelter load, I have noticed several news reports and other information that covered recent discussions a t  
meetings with the customers. Ideally, I would appreciate an opportunity to have a conversation about this on 
Monday. Is there a particular time that works for you. I have a busy morning, but could be available in the afternoon. 

I look forward to reply on the liquidity by e-mail. And any other sources of information on the relationships with the 
smelters would be helpful. 
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Regards, 

Kevin Rose 
Global Infiastructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodvs.com 

- I - - - - - - - - - - - - - - - - - - - - - - - - ,- - -. - - - - - - - - - - - - 
The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and alL of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

_____------____-------------------------- 
The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify US by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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From: 
Sent: 
To: 
Subject: 

Rose, Kevin <Kevin.Rose@moodys.com> 
Friday, August 10, 2012 1:55 PM 
Billie Richert 
RE: liquidity and update on smelter load 

Thanks. 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553 .OX9 tel 
646.2562741 mobile 
212.298.6466 fax 
kevin.roseamoodys.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwicli St. 
New Yorlc, NY 10007 

www.moodys.com 

- -  I _ .  - _-___I_- I-- -- _I --_. - -  - - -  

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Friday, August 10, 2012 2:54 PM 
To: Rose, Kevin 
Subject: RE: liquidity and update on smelter load 

Kevin, 
We did refinance with both entities on July 27th and I will provide details Monday. 

"Rose, Kevin" <I(evin.Rose~inoodys.com> wrote: 
Hi Billie: 

Could you please provide me with an update on the status of your credit facilities with CFC and CoBank. My records 
indicate that the CoBank facility was scheduled to expire back in July 201.2, so I wonder whether that was renewed and, 
if so, on what terms and conditions and for what amount and how long. Also, have there been any changes with respect 
to  the CFC facility, which I understand expires in July 2014. 

As for the smelter load, I have noticed several news reports and other information that covered recent discussions at 
meetings with the customers. Ideally, I would appreciate an opportunity to have a conversation about this on 
Monday. Is there a particular time that works for you. I have a busy morning, but could be available in the afternoon. 

I look forward to reply on the liquidity by e-mail. And any other sources of information on the relationships with the 
smelters would be helpful. 
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Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.03 89 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodvs.com 

___________-_---------------------------- 
The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our  express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our  network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may nat be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Tuesday, August 14,2012 6:30 PM 
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin. Rose@moodys.com) 
Follow-up on remaining questions 

Kevin, 

As we discussed the smelter agreement includes a required twelve month notification for terminating the agreement and the 
smelter would then be responsible at  a minimum for the base demand in the contract. As a follow-up to this statement you had 
asked what is the base demand for Century. It is as follows: 

The base demand is defined in Section 1.1.14 of the smelter agreement. Base demand is  stated in MW (megawatts). For example, 
the Century agreement provides for a contractual base demand of 482 MW. 

This base demand is a negotiated value and is static for the life of the agreement, unless the smelter obtains the written consent of 
Kenergy and Big Rivers. 

Each smelter agreement contains a load factor. For example, the Century agreement includes a .98 load factor and this value is 
static during the life of the agreement. The laudfixtar is used to determine the base fixed energy. For example, 482,000 base 
demand kilowatts times number of haurs determined for the month equals the total kilowatt hours for the billing month. This 
result is multiplied times the .98 load factor to determine the base fixed energy. 

Regarding your question as to how we would make up any relief granted by Big Rivers to Century (and to Alcan as any relief offered 
includes both smelters), there would be an increase to the other rate classes, including both rural and other large industrial 
customers. For the proposal made by Big Rivers to Century (which was declined), Big Rivers offered an initial $24m annual relief 
which over a ten to twelve year period would grow annually to $27m; again shared by the two smelters. The increase in rates to the 
other two rate classes are estimated to be approximately 11% with a net decrease to the two smelters of approximately 7%. 

Kevin, please let me know if I have provided you with the information you requested. If you need any additional information or 
clarification, please let me know. 

Regards, 

Billie 
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Billie Richert 

From: Billie Richert 
Sent: 
To: Nicholas R. Castlen 
Subject: 
Attachments: 

Thursday, November 15,2012 1:46 PM 

FW: 2012 Second Quarter Financial Report 
Second Quarter 2012 Financial Report.pdf 

From: Billie Richert 
Sent: Saturday, August 18, 2012 12:03 PM 
To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
Subject: 2012 Second Quarter Financial Report 

Kevin, 

Attached is our condensed Second Quarter Financial Report. Please let  me know if there are questions. 

Thanks. 

Bifie Rjchert, CPfi, C97P 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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Your Touchstone Energy"' Coopcrstive &> 

2012 Second Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: August 12, 2012 

Ceratucky 42 

Phone: 270-827-2561 
igrive rs. co m 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

June 30, June 30, 
2012 201 1 

_I__-. 
ASSETS 

TOTAL IJTILITY PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 
TOTAL LJTILITY PLANT 
ACCUM PROVISION FOR DEPR & AMORT 

NETUTILITYPLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OMER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERN AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECENABLE -SALES OF ENERGY 

FUEL STOCK 

PREPAYMENTS 
OMER CURRENT & ACCRUED ASSETS 

TOTAL CLJRRENT 8, ACCRUED ASSETS 

UNMORT DEBT DISC & EXTRAORD PROP LOSS 
OTHERDEFERREDDEBITS 

ACCOUNTS RECENABLE -OTHER NET 

MATERIALS 8 SUPPLIES - OTHER 

TOTALASSETSANDOTHERDEBTTS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENTYEAR 
NONOPERATING MARGINS - PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS B EQUITIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT- RUS 
LONG-TERM DEBT- OTHER 

TOTAL LONG-TERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT 8 ACCRUED LIABILITIES 

TOTAL CLJRRENT B ACCRUED LIABILITIES 

DEFERRED CREDITS 
OPERAXNGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,980,198 
64,799 

2,044,997 
(953,691) 

1,091,306 

3,677 
685 

15 
154,600 

158.977 

6 
623 

47,653 
42,426 

452 
35,425 
26,295 

2,499 
851 

156,230 

2,574 
1.725 

1,410.812 

(241,898) 
1,603 

638,998 
32 

(7,279) 

1,962,829 
48,852 

2,011.681 
(926,415) 

1,085,266 

3,642 
685 

15 
172,604 

176,946 

6 
573 

76,437 
40,436 

(864) 
24,234 
24,473 
2,057 
1,219 

168.571 

2,133 
1,279 

1,434,195 

(247,339) 
576 

638,838 
120 

(4.924) 

391.456 

651,478 
142,100 

793,578 

23,009 
2,269 
9,924 
8,273 

43,475 

157,856 
24,447 

1,410,812 1 

387.271 

659,199 
142.100 

801,299 

26,911 
1,717 

10,243 
7,754 

46,625 

178.159 
20,841 

,434,195 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $17.4 million to $2.0 billion as of June 30, 2012 
This increase resulted from construction prujects to maintain generation. transmission and 
communication capabilities. 

TEMPORARY INVESlMENTS decreased $28.8m primarily due to a higherfuel inventory this year 
and construction projects 

SPECIAL FUNDS decreased $18 Om as of June 30, 2012. This decrease resulted fmm the use 
of the resew funds set up for non-smeller member rate mitigation 

LONG-TERM DEBTdecreased $7.7 million as of June 30, 2012, primarily due to principal 
payments on RUS debt. 

DEFERRED CREDITS decreased $20 3 million as of June 30,2012, primarily due to the 
use of the resew funds set up for non-smelter member rate mitigation 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENlJES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTOIISO 
CONSUMER SERVICE & INFORMATlONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPREClATlON & AMORTIZA’TION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTlONS 

TOTAL COSTOF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

Three Months Ended June 30, 
201 2 201 1 

Six Months Ended June 30, 
2012 201 I 

139,612 139,950 
1,204 896 

140,816 140,846 

12,017 12,073 
57,168 57,856 
26,649 29,158 
2,570 2,397 

566 687 
95 90 
15 23 

7,071 6,881 

106,151 109,165 

8,292 9,512 
1,279 1,216 

53 56 

9,624 10,784 

10,188 8,633 
3 130 

11,227 11,385 

0 0 
82 37 

(1 85) (52) 

137,090 140,082 

3,726 764 

13 24 
0 5 
0 0 

273,712 273,551 
2,409 1,520 

276,121 275,07 1 

23,837 24,222 
106,890 114,182 
58,175 55,019 
4,979 4,647 
1,225 1,267 

199 190 
21 23 

13,793 13,677 

209,119 213,227 

- 

20,426 18,929 
2,334 2,140 

93 58 

22,853 

20,364 
4 

22,484 
(385) 

0 
123 

274,562 

1,559 

31 
0 

45 

21,127 

17,314 
128 

22,996 
(375) 

59 
116 

274,592 

479 

110 
9 

97 

NET PATRONAGE CAPITAL OR MARGINS 3,739 793 1,635 695 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 319,916 MWh to 5,298,635 MWh for the six-month period ended June 30, 2012. 
Member sales rewnue increased $39.0 million, or 18.0%, to $256.3 million far the six-month period ended 
June 30, 2012, compared to $217.3 million in 2011, driben by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 995,000 MWh to 643,125 MWh for the six-month period ended June 30, 
2012. This decrease, along with a 21.1% decline in price, caused non-member electric sales rewnue to decrease 
69.0%, to $17.4 millian, for the six-month period ended June 30, 2012 compared to $56.3 million for 2011. 

PURCHASER POWER expense increased $7.5 million, or 40.6% to $26.? million for the six-month period ended 
June 30, 2012, compared to 2011. This was due to a 60.1% increase in MWh purchased, partially offset by a 12.2% 
decrease in the awage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $10.0 million, or 7.8%, to $118.2 million for the six-month period ended June 30, 2012 
compared to 201 1. The decreased fuel expense was primarily driwn by lower generation as the soffer power market 
drow economic purchases. 

I 
Case No. 2( 12-00492 

Attachment for Response to KIUC l-fq 
Witness: Billie J. Richert 

Page 227 of 458 



BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended June 30, 2012 
In Thousands $ 

CASH FLOWS FROM OPEWTING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prodded by 

operating actidties: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 
Accounts receivable 
Inwntories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Acciued expenses 
Other - Net 

Net cash prodded by operating actidties 

CASH FLOWS FROM INVESnNG ACTIVITIES: 
Capital expenditures - net 
Proceeds from Restricted Inwstments and Other Deposits 

and Inwstments 

Net cash used in inwsting activities 

CASH FLOWS FROM FINANCING ACTNIllES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Refunding 

Net cash used in financing actidties 

Three Months Ended June 30, 
201 I - 2012 - 

3,739 793 

10,715 9,136 
1,800 1,704 

0 0 
(6.270) (4,365) 

(1,683) (1 I 146) 
(959) 4,218 
483 518 
28 42 

(5,899) (176) 
2,918 1,233 

739 1,180 

13,137 .--- 5,61 I 
~ 

(3,990) (27,459) 
0 0 
0 0 
0 0 
0 0 - 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,808) (14,937) 

CASH AND CASH EQUIVALENTS - Beginning 91,380 

CASH AND CASH EQUIVALENTS -_ Ending 47,659 76,443 

--- 49,467 -- 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 8,672 8,973 

Cash paid in taxes 0 130 

4 

Six Months Ended June 30, 
201 1 - 2012 - 

1,635 695 

21,467 18,319 
3,574 3,365 
7,596 8,397 

(1 1,981) (8,820) 

469 4,940 
(2,531) 11,838 

57 65 
2,101 1,122 

(7,3 16) (4,387) 
187 (2,046) 

2,253 1,122 

17 511 34610 

(21,105) (12,129) 
10,393 46,641 

( 1 0,712) 34,512 ---- 

(3,990) (27,459) 
0 0 

0 0 
0 0 

0 (10,000) 

- -.- 

(3,990) (37,459) 

2,809 31,663 

44,780 44,850 

47,659 76,443 

.“I-1__- 

11,186 12,000 

0 130 
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Billie Richert 

From: 
Sent: 
To: 
Subject: 

Billie Richert 
Monday, August 20,2012 11:33 A M  
Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
Follow-up to our conversation this morning 

Kevin, 
For the year ending December 31,2011, Century accounted for 30.25% and Alcan accounted for 24.35% of our total 
electric energy revenues of $558,372,354.13. Total billings to Century totaled $168,906,623.12 and total billings to 
Alcan were $135,972,841.53. Base demand for Century per their agreement is 482 MW and for Alcan it is 368. Both 
agreements have a 98% load factor. 

I believe this is the additional information you requested. I will be in touch as we learn/confirm more about the 
termination notice which was faxed to us today. 

Regards, 

Bifie 9?jcl;ert, CPA, C9TQ 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson] KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

____ __ - 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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Billie Richert 

From: Rose, Kevin eKevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Tuesday, August 21,2012 2157 PM 

draft Press Release for review 
Big Rivers Draft Press Release to Company for review Aug 2012.docx 

Billie: 

As we discussed, the attached is for your review prior to our releasing later today. 

I am sending the attached press release for your review, to give you the opportunity to draw attention to any factual 
errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the form and content o f  al l  i ts publications. MIS will not accept other changes 
from an issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that 
this draR press release is strictly confidential and you may not disclose it to any other person except: (i) to your legal 
counsel acting in their capacity as such; (ii) to your other authorized agents acting in their capacity as such; and (iii) as 
required by law or regulation. 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.03 89 tel 
646.256.2741 mobile 
212.298.6466 fax 
ltevin.rose@moodys.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodys.com 

__-_-_-.--.."__-----------_-----I-.- --------- 
The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in errox 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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DRAFT/CONFIDENTIAL COPY AS OF August 21,2012 

Moody’s downgrades rating of County of Ohio, Kentucky (Big Rivers Electric Corporation Project) to Baa2 
from Baal; reviews rating for further downgrade 

$83.3 million of securities affected 

Moody’s Investors Service downgraded the senior secured rating of $83.3 million of County of Ohio, Kentucky (the 
county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric Corporation Project) to Baa2 from Baal .  
Concurrently, the rating for the bonds, which were 
Corporation (BREC), w a s  placed under review for 

The rating actions primarily reflect increased financial and operating risks for BREC d 

Although Century is required to pay a fixed d e  8% capacity factor) during the 12- 

load. Among the possible mitigating s teps  BREC 
compensate for loss of smelter load, entering into 

sh  reserves established to partially 
making short-term off system sales in 

e rating review process. The KPSC decision in 

Meanwhile BREC’s 
capacity ownership, 

e to reflect its considerable generation resource base,  including generating 
megawatts (MW) in four substantially coal-fired plants. The  cooperative’s total 

I as the contracts were extended by a n  additional 20 years to 
n transactions were completed in 2009. BREC supplements its 

and  Meade County Rural Electric Cooperative Corporation. These member system cooperatives 
lectric power and energy to approximately 11 3,000 residential, commercial, and industrial customers in 

22 Western Kentucky counties. 
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From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Tuesday, August 21,201 2 4:15 P M  

FW: draft Press Release for review 
Big Rivers Draft Press Release to Company for review Aug 2012.docx 

Billie: 

'Thank you for your call to discuss the draft report and I made the one factual change you suggested to reflect 
approximately 112,000 customers instead of the 113,000. I will proceed from here to  publish the Press release and 
send you a pdf version once it is posted to moodys.com 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.5.53.0389 tel 
646256.2741 mobile 
212.298.6466 fax 
kevin.roseO.moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodvs.com 

From: Rose, Kevin 
Sent: Tuesday, August 21,2012 3:57 PM 
To: Billie Richert (billie.richert@bigrivers.com) 
Subject: draft Press Release for review 

Billie: 

As we discussed, the attached is for your review prior to  our releasing later today. 

I am sending the attached press release for your review, to give you the opportunity to draw attention ta any factual 
errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the form and content of al l  its publications. MIS will not accept other changes 
from an issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that 
this draft press release is strictly confidential and you may not disclose it to any other person except: (i) to your legal 
counsel acting in their capacity as such; (ii) to  your other authorized agents acting in their capacity as such; and (iii) as 
required by law or regulation. 
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Kevin Rose 
Global Infiastructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodvs.com 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, OK any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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DRAFTKONFIDFNTIAL COPY AS OF August 21,2012 

Moody’s downgrades rating of County of Ohio, Kentucky (Big Rivers Electric Corporation Project) to Baa2 
from Baal; reviews rating for further downgrade 

$83.3 million of securities affected 

Moody’s Investors Service downgraded the  senior secured rating of $83 3 million of County of Ohio, Kentucky (the 
county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric Corporation Project) to Baa2 from Baal 
Concurrently, the rating for the bonds, which were previously is 
Corporation (BREC), was placed under review for further downgrade. 

T h e  rating actions primarily reflect increased financial and ope 
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demand”, said Kevin Rose, Vice President-Senior Analyst. “En 
approximately 30% of BREC’s 201 1 electric energy revenues o 
Although Century is required to pay a fixed demand charge for 
month notice period, it is not required to continue o 
receiving fixed demand revenues over the next 12 
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DRAFT/CONFLDENTIAL COPY AS OF August 21,2012 

Moody’s downgrades rating of County of Ohio, Kentucky (Big Rivers Electric Corporation Project) to Baa2 
from Baal; reviews rating for further downgrade 

$83.3 million of securities affected 

Moody’s Investors Service downgraded the senior secured rating of $83.3 million of County of Ohio, Kentucky (the 
county) Pollution Control 
Concurrently, the rating for the 
Corporation (BREC), was plac 

The rating actions 

rate and under current market conditions. “On a combined bas 
Carp., has been serving two aluminum smelters (Century and 

Although Century is required to pay a fixed 

load. Among the possible mitigating steps BREC 
compensate for loss of smelter load; entering into 

cash reserves established to partially 
ts; making short-term off system sales in 
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environmental regulations. 
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C relating to an environmental 
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From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: Press release Published 
Attachments: 

Tuesday, August 21,2012 5:55 PM 

Big Rivers Press Release Aug 21 2012.pdf 

Billie: 

The attached pdf version for your files was posted to rnoodys.com earlier today. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@rnoodys.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodys.com 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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Rating Action: Moody's downgrades rating of County of Ohio, 
Kentucky (Big Rivers Ekctric Corporation Project) to Baa2 from Baal; 
reviews rating for further downgrade 

Global Credit Research - 21 Aug 2012 

$83.3 million of securities affected 

New York, August 21,2012 - Moody's Investors Service downgraded the senior secured rating of $83.3 million of 
County of Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric Corporation 
Project) to Baa2 from Baal. Concurrently, the rating for the bonds, which were previously issued by the county on 
behalf of Big Rivers Electric Corparation (BREC), was placed under review for further downgrade. 

RATINGS RATIONALE 

The rating actions primarily reflect increased financial and operating risks far BREC due to the August 20, 2012 
announcement by Century Aluminum Company (Caal senior unsecured; stable) that its subsidiary, Century 
Aluminum of Kentucky issued a 12-month notice to terminate its power contract with BREC for its Hawesville, 
Kentucky smelter. In its announcement, Century cited that its smelter is not economically viable with its current power 
rate and under current market conditions. "On a combined basis, one af BREC's three member-owners, Kenergy 
Corp., has been serving two aluminum smelters (Century and Rio Tinto, A3 senior unsecured; stable) comprising 
roughly two-thirds of BREC's annual energy sales and accounting for just under 60% of its system demand", said 
Kevin Rose, Vice President-Senior Analyst. "Energy sales to Century alone accounted for approximately 30% of 
BREC's 2011 electric energy revenues of approximately $562 million", Rose added. 

Although Century is required to pay a fixed demand charge for power (482 MW at 98% capacity factor) during the 
12-month notice period, it is not required to continue operating the smelter plant. Despite the fact that BREC will 
continue receiving fixed demand revenues over the next 12 months, the review for possible downgrade will consider 
the extent to which it can overcome revenue shortfalls to be created by the anticipated loss of a significant portion of 
its energy load. Among the possible mitigating steps BREC might take would be using cash reserves established to 
partially compensate for loss of smelter load; entering into bilateral sales arrangements; making short-term off 
system sales in the wholesale market; participating in the capacity markets; temporarily idling generation; selling 
generating assets; and seeking emergency rate increases through filings with the Kentucky Public Service 
Commission (KPSC). With respect to the latter possibility, Moody's notes that BREC is among the few electric 
generation and transmission cooperatives subject to rate regulation, which can sometimes pose challenges in 
implementing timely rate increases. 

Century's announcement comes at a time when BREC is also challenged by sizable costs to comply with eventual 
environmental regulations. BREC is in midst of regulatary proceedings at the KPSC relating to an environmental 
compliance plan. The extent to which timely and adequate regulatory support far recovery of environmental 
compliance costs appears evident will also be an integral part of the rating review process. The KPSC decision in 
this filing is expected in the fourth quarter of 2012. 

Meanwhile BREC's ratings continue to reflect its considerable generation resource base, including generating 
capacity ownership of about 1,444 megawatts (MW) in four substantially coal-fired plants. The cooperative's total 
power capacity is about 1,824 MW, including rights to about 202 MW of coal-fired capacity from Henderson 
Municipal Power and Light (HMP&L) Station 'Two and about 178 MW of contracted hydro capacity from 
Southeastern Power Administration. The revenues derived under BREC's long-term wholesale contracts with its 
members for non-smelter load will continue to serve the cooperative well as the cantracts were extended by an 
additional 20 years to December 31, 2043 when the unwind of certain transactions were completed in 2009. BREC 
supplements its internally generated cash flow with $100 million of external bank lines evenly split with CoBank and 
National Rural Utilities Cooperative Finance Corporation. These facilities expire in .July 2017 and July 2014, 
respectively. 

Big Rivers Electric Corporation is an electric generation and transmission cooperative headquartered in Henderson, 
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Kentucky and owned by its three member system distribution cooperatives- Jackson Purchase Energy Corporation; 
Kenergy Carp; and Meade County Rural Electric Cooperative Corporation. These member system cooperatives 
provide retail electric power and energy to approximately 11 2,000 residential, commercial, and industrial customers 
in 22 Western Kentucky counties. 

The principal methodology used in this rating was US. Electric Generation & Transmission Cooperatives published 
in December 2009. Please see the Credit Policy page on www.moodys.com for a copy of this methodology. 

REGULATORY DISCLOSURES 

The Global Scale Credit Ratings on this press release that are issued by one of Moody's affiliates outside the EU 
are endorsed by Moody's Investors Service Ltd., One Canada Square, Canary Wharf, London E 14 5F4 lJK, in 
accordance with Art.4 paragraph 3 of the Regulation (EC) No 106012009 on Credit Rating Agencies. Further 
information on the EU endorsement status and on the Moody's office that has issued a particular Credit Rating is 
available on www.modys.com. 

Far ratings issued on a program, series or categorylclass of debt, this announcement provides relevant regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or categoryklass of 
debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance with 
Moody's rating practices. For ratings issued on a support provider, this announcement provides relevant regulatory 
disclosures in relation to the rating action on the support provider and in relation to each particular rating action for 
securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, this 
announcement provides relevant regulatory disclosures in relation to the provisional rating assigned, and in relation 
to a definitive rating that may be assigned subsequent to the  final issuance of the debt, in each case where the 
transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner that 
would have affected the rating. For further information please see the ratings tab on the issuerlentity page for the 
respective issuer on www.moodys.com. 

Information sources used to prepare the rating are the following : parties involved in the ratings, parties not involved 
in the ratings, public information, and confidential and proprietary Moody's lnvestars Service information. 

Moody's considers the quality of information available on the rated entity, abligation or credit satisfactory for the 
purposes of issuing a rating. 

Moody's adopts all necessary measures so that the informtion it uses in assigning a rating is of sufficient quality 
and from sources Moody's considers to he  reliable including, when appropriate, independent third-party sources. 
However, Moody's is not an auditor and cannot in every instance independently verify or validate information 
received in the rating process. 

Please see the ratings disclosure page on w.moodys.com for general disclosure on potential conflicts of interests. 

Please see the ratings disclosure page on www.moodys.com for information on (A) MCO's major shareholders 
(above 5%) and for (B) further information regarding certain affiliations that may exist between directors of MCO and 
rated entities as well as (C) the names of entities that hold ratings from MIS that have also publicly reported to the 
SEC an ownership interest in MCQ of more than 5%. Amember of the board of directors of this rated entity may also 
be a member of the board of directors of a shareholder of Moody's Corporation; however, Moody's has not 
independently verified this matter. 

Please see Moody's Rating Symbols and Definitions on the Rating Process page on w,moodys.com for further 
information on the meaning of each rating category and the definition of default and recovery. 

Please see ratings tab on the issuerlentity page on www.moodys.com for the last rating action and the rating history. 

The date on which some ratings were first released goes back to a time before Moody's ratings were fully digitized 
and accurate data may not be available. Consequently, Moody's provides a date that it believes is the most reliable 
and accurate based on the information that is available to it. Please see the ratings disclosure page on our website 
www.moodys.com for further information. 

Please see www.modys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity 
that has issued the rating. 
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Kevin G. Rose 
Vice President - Senior Analyst 
Infrastructure Group 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 212-553-1653 

AJ. Sabatelle 
Senior Vice President 
Infrastructure Group 
JOURNALISTS: 21 2-553-0376 
SUBSCRIBERS: 212-553-1 653 

Releasing Office: 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

0 201 2 Moody's Investors Service, Inc. andlor its licensors and affiliates (collectively, 
"MOODY'S"). All rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS 
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT 

CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S 
PUBLICATIONS) MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE RELATIVE 

SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT 
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT 
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, 
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S 
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT 
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT 
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS 
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO 
PURCHASEl SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR 
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES 
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH 
INVESTOR WlLL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS 
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND 

FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT 
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TWSMITTED, TRANSFERRED, 
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DISSEMINATED, REDlSTRlBlJTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR 
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. 
All information contained herein is obtained by MOODY'S from sources believed by it to be 
accurate and reliable. Because of the possibility of human or mechanical error as well as other 
factors, however, all informtion contained herein is provided "AS IS" without warranty of any kind. 
MOODYS adopts all necessary measures so that the information it uses in assigning a credit 
rating is of sufficient quality and from sources Moody's considers to be reliable, including, when 
appropriate, independent third-party sources. tiowever, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. Under 
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or 
damage in whole or in part caused by, resulting from, ar relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any 
of its directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental 
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in 
advance of the possibility of such damages, resulting from the use of or inability to use, any slJch 
information. The ratings, financial reporting analysis, projections, and other observations, if any, 
constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. Each user of the information contained herein must make its own study and evaluation 
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR 
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO')), hereby 
discloses that most issuers of debt securities (including corporate and municipal bonds, 
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to 
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it 
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes. Information 
regarding certain affiliations that may exist between directors of MCO and rated entities, and 
between entities who hold ratings from MIS and have also publicly reported to the SEC an 
ownership interest in MCO of m r e  than 5%, is posted annually at www.modvs.corrl under the 
heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation 
Policy.'' 

Any publication into Australia of this document is by MOODY'S affiliate, Maody's Investors Service 
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969. 
This document is intended to be provided only to "wholesale clients" within the meaning of section 
761 G of the Corporations Act 2001. By continuing to access this document from within Australia, 
you represent to MOODY'S that you are, or are accessing the document as a representative of, a 
"wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761 G of 
the Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's 
Japan K.K. ("MJKK") are MJKK's current opinions of the relative future credit risk of entities, credit 
commitments, or debt or debt-like securities. In such a case, "MIS in the foregoing statements 
shall be deemed to be replaced with "MJKK. MJKK is a wholly-owned credit rating agency 
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings 

Case No. 2012-00492 

Witness: Billie J. Richert 
Page 240 of 458 

Attachment for Response to ICIUC 1-3 9 



Inc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on 
the equity securities of the issuer or any form of security that is available to retail investors. It 
would be dangerous for retail investors to make any investment decision based on this credit 
rating. tF in doubt you should contact your financial or other professional adviser. 
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Billie Richert 

From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Wednesday, August 22,2012 7:41 AM 

Draft Credit Opinion for review 
Big Rivers Draft Credit Opinion Aug-22-2012 to company for review.docx 

importance: High 

Hi Billie: 

As we discussed, attached is a draft update of a credit opinion we will publish later today following yesterday's rating 
action on Big Rivers. I look forward to hearing back from you after your review. 

I am sending the attached draft research for your review, to give you the opportunity to draw attention to any factual 
errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the farm and content of all i t s  publications. MIS will not accept other changes 
from an issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that 
this draft research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel 
acting in their capacity as such; (ii) to your other authorized agents acting in their capacity as such; and (iii) as required 
by law or regulation. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose @moody - s . corn 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

W W W . ~ O O ~ Y S . C O I ~  

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
int.ended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank yon. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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DRAFT CREDIT OPINION AS OF AUGUST 22,2012 

Rating Drivers 

)) High industrial Concentration to two aluminum smelters and dependence on off-system sales 
)) Rates subject to regulation by the Kentucky Public Service Commission (KPSC) 
)) Revenues from electricity sold under long-term wholesale power contracts with member owners 
)) Stranger balance sheet resulting from deleveraging following the unwinding of 1998 vintage transactions, which 
was completed in 2009 
)) Ownership of generally competitive coal-fired generation plants; pursuing environmental complianc 
pending regulatory decision 

Corporate Profile 

Big Rivers Electric Corporation (Big Rivers) is an electric generation and transmission c 
headquartered in Henderson, Kentucky and owned by its three member system distribution cooperatives- Jackson 
Purchase Energy Corporation; Kenergy Corp; 
member system cooperatives provide retail electri 
industrial customers in 22 Western Kentucky counties. 

Recent Events 

Effective August 2 1,20 12 we downgraded the se 
(the county) Pollution Control Refunding Reven 
Baal. Concurrently, the rating for the bonds, whic 
Electric Corporation, was placed under review for 
financial and operating risks for Big Rivers due 
Company (Caal senior unsecured; stable) that its , Century Aluminum of Kentucky issued a 12-month 
notice to terminate its power contract with Big Rivers for its Hawesville, Kentucky smelter. See press release of 
August 2 1,20 12 posted to moodys.com 

Summary Rating Rationale 

The Baa2 senior secured rat 
Kenergy Corp., makes a hi 
senior unsecured Caal; st 
challenges due to the significant volatility in both metal prices and demand. In addition, these smelters have the 
option to terminate their respective power purchase arrangements, subject to a one-year notice and other conditions. 
As noted above, C 
because its rates 

ils relating to this action. 

nsiderd credit risk related to the fact that Big Rivers’ largest member owner, 
entration of its sales to two aluminum smelters (Century Aluminum Company: 
Rio Tinto Alcan: senior unsecured A3; stable), both of whom face credit 

exqcised this option effective August 20,2012. Big Rivers’ rating is futher constrained 
lated by the KPSC, which is atypical for the G&T coop sector. The Baa2 rating also reflects 
everal steps taken by Big Rivers to unwind a lease and other transactions in 2008 and 2009 

dit net worth turned substantially positive, cash receipts were utilized to reduce debt, and two 
it facilities aggregating $100 million were established to improve liquidity. Revenues generated 

ive power sold to non-smelter customers under long-term wholesale contracts with the 
ers continue to support Big Rivers’ financial performance. A $26.7 million (6.17%) base rate 
by the KPSC in September 201 1 was also generally supportive in nature. The outcome of a 

pending &ling before the KPSC related to future environmental related capital expenditures will be integral to Big 
Rivers’ future financial performance as new debt financing will play a role in the financing strategy, particularly as 
it also copes with Century’s recent contract termination notice. 

Retailed Rating Considerations 

High Smelter Load Concentration; Credit Challenge Tied to Potential Loss Of Smelter Load 
Under historical operating conditions, the two smelters served by Kenergy have been consuming nearly 7 million 
MWh of energy annually, representing a substantial load concentration risk (e.g. about two-thirds of member energy 
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load and close to 60% of member revenues for Big Rivers in 201 1). This risk is a significant constraint to Big 
Rivers’ rating, making its financial and operating risk profile unique compared to peers. One of Big Rivers’ two 
transmission capacity upgrade projects is now complete and the second is expected to be completed later this year. 
Also, Big Rivers became a transmission owning member of the Midwest Independent Transmission System 
Operator (MISO) in December 2010. As a result, Big Rivers has enhanced its reliability and transmission capability 
helping to ensure compliance with mandated emergency reserve requirements established by regulators. Also, these 
steps along with legislation that permits sales to non-members provide additional flexibility for Big Rivers to move 
excess power off system following Century’s announcement. 

Although Century is required to pay a fixed demand charge for power (482 MW at 98% capacity factor) during the 
12-month notice period, it is not required to continue operating the smelter plant. Despite the fact that Big Rivers 
will continue receiving fixed demand revenues over the next 12 months, Big Rivers’ rating is under review for 
downgrade as we consider the extent to which it can overcome revenue shortfalls to be created by 
loss of a significant portion of its energy load. Among the possible mitigating steps Big Rivers m 
using cash reserves established to partially compensate for loss of smelter load; enterin 
arrangements; making short-term off system sales in the wholesale market; participat 
temporarily idling generation; selling generating assets; and seeking emergency rate increase$ through filings with 
the KPSC. With respect to the latter possibility, we note that Big Rivers being r 
challenges in implementing timely rate increases. 

Financial Flexibility Improved Following Completion Of Unwind Of 
In 2008, Big Rivers bought out two leveraged lease transactions 
terminate another lease and other long-term transactions previou 
LG&E Energy Marketing Inc.) and Western Ke 
the generating units owned by Big Rivers. In 
generally fixed below market rates to use in servicin 
requirements of Kenergy’s two large aluminum sme 
and entered into various new arrangements wher 
to the two aluminum smelters. This arrangement 
positives resulting from consummation of all the unwind&ansactions were as follows: elimination of Big Rivers’ 
deficit net worth, with equity of $379.4 million at 
December 3 1,201 I compared to a negati 
in cash payments received from E.ON to 
(RUS) and to establish $252.9 million of re 

ical Transactions In 2009 
ted a series of other steps to 
U.S. LLC (formerly known as: 

er 31,2009, which increased to $389.8 million as of 
at 12/3 1/2008, and partial utilization of the $505.4 million 
0.2 million of debt owed to the Rural Utilities Service 

d fuel cost increases; a $35 million Transition Reserve to mitigate potential 
ate their agreements or otherwise curtail their load due to reduced aluminum 
1 Economic Reserve, which would be used over two years to provide credits to 
f the Economic Reserve. 

e reserves were comprised of: a $157 million Economic 

Under a contract 

conditions, we!expedt that Big Rivers would file for rate relief as necessary, as we would anticipate that the TIER 

atio (TIER) arrangement with the two smelters, Big Rivers targets a 
ve the level required under its financial covenants. Under current market 

x target should the contract with Century be terminated. 

ts Represent Valuable Assets Even As Environmental Costs L,oom 
rating capacity of about 1,444 megawatts (MW) in four substantially coal-fired plants. Total 
ut 1,824 MW, including rights to about 202 MW of coal-fired capacity fiom Henderson 

Municipal Power and Light (HMP&L) Station Two and about 178 MW of contracted hydro capacity from 
Southeastern Power Administration. The economics of power produced from these sources enables Big Rivers to 
maintain a solid competitive advantage in the Southeast and even more so when compared to other regions around 
the country. The consistently high capacity factors and efficient operations of the assets results in average system 
wholesale rates to members around 4.7 cents per kWh (including the beneficial effects of the member rate stability 
mechanism). This compares to the average wholesale rate of 4.4 cents per kWh to serve the two smelter loads in 
2011. 
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Because Big Rivers is substantially dependent on coal-fired generation, it faces uncertainty with regard to future 
environmental regulations, including the final form and substance those will take, the timing for implementation, 
and the amount of related costs to comply. We note that the Economic Reserve should help mitigate some of the 
need for initial rate increases to cover future compliance costs. 

Regulatory Risk Exists; However, Offsets Are Present 
Big Rivers is subject to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can 
pose challenges in getting timely rate relief if and when needed. We view the existence of certain he1 and purchased 
power cost adjustment mechanisms available to Big Rivers as favorable to its credit profile since they can temper 
risk of cost recovery shortfalls if there is a mismatch relative to existing rate levels. 
approval for a $26.7 million (6.17%) base rate increase effective November 17,201 1. We consider this 
good outcome versus the approximate $30 million rate increase that was requested. 
bolster wholesale margins, address increased depreciation costs, administrative cost 
Independent Transmission System Operator (MISO), and maintenance costs inc 
outages. 

Big Rivers is in midst of regulatory proceedings at the KPSC relating to an envi 
extent to which timely and adequate regulatory support for recovery of environmenta 
evident will also be an integral part of the rating r 
fourth quarter of2012. 

Wholesale Power Contracts Support Big Rivers’ Credit Profile 
The revenues derived under Big Rivers’ long-term wholesale con 
customers will continue as the contracts were extended by 
unwind of transactions were completed in 2009. The relati 
member disenchantment unlikely, even following 
the medium to longer term, due to environmental 
provides assurance of this revenue stream, which i 
degradation in the creditworthiness of the smelter 
of two month’s worth of payment obligations covered by letters of credit from an AI rated financial institution ( or 
some other form acceptable to Big Rivers) 

Big Rivers’ net margins for 201 1 reflected 
higher expenses in 201 1 due to full year me 
2010 results, largely offset by an increase in 201 1 net sales margin. 

years to December 3 1,2043 when the 
wer provided under the contracts makes 

t decline versus 20 10 as results in 201 1 reflect the net effects of 
ip in MISO and the absence of one-time items that benefitted 

dramatically improved its equity position whereby its equity to total capitalization 
ant debt reductions following the unwind. At this level, Big Rivers equity to total is now over 30% th 

category for this metric under the rating Methodology. Even with expected continuation 
e of not returning patronage capital back to members (a credit positive strategy in 
quity ratio will decline moderately as new debt is added over the next couple of 

am currently estimated at $550 million for 2012-2015. We also note that Big Rivers’ 
such as funds liom operations (FFO) to debt and FFO lo interest are 
e effects of the unwind, and are therefore not sustainable at those levels. 

Liquidit8 3 ’  

Big Rivers supplements its internally generated funds with $ I00 million of unsecured committed revolver capacity, 
with National Rural Utilities Cooperative Finance Corporation (NRUCFC) and CoBarlk providing $50 million each. 
The NRTJCFC and CoBank facilities expire on July 16,20 14 and July 27,20 17, respectively. The $50 million 
NRUCFC facility provides for issuance of up to $10 million of letters of credit. We view the significant increase in 
available bank credit following the completion of the unwind transaction in 2009 as credit positive. As of June 30, 
2012 Big Rivers had approximately $48 million of cash and temporary investments and it currently has full capacity 
available under the two credit facilities. Assuming little change to future usage of the bank facilities and the cash 
position, as well as no change to management’s current policy of not returning patronage capital back to members, 
we anticipate that Big Rivers should be able to adequately meet its short-term working capital needs and modest 
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current maturities of long-term debt. However, new debt financing is anticipated over the next few years to fund 
expected negative free cash flow resulting from the planned capital program. Big Rivers recently received KPSC 
approval to pursue about $537 million of financing transactions in aggregate with CoBank and NRUCFC to prepay 
as planned a significant portion of its 5.75% RIJS Series A note, fund a portion of its capital expenditures and to 
replenish its $35 million Transition Reserve balance. Approximately $235 million of this financing activity has been 
completed through a 20-year senior secured term loan with CoBank and the remainder with NRUCFC is expected to 
close in the near term. 

The quality of the alternate liquidity provided by the bank revolvers benefits from the multi-year tenors and the 
absence of any onerous financial covenants, which largely mirror the financial covenants in existing debt 
documents. Big Rivers is in compliance with those covenants. Additionally, the NRIJCFC facility 
ongoing material adverse change (MAC) clause; however, the CoBank facility is considered of les 
because of the ongoing nature of its MAC clause related to each drawdown. Th 
in any of the facilities that could cause acceleration or puts of obligations; howe 
applies. 

Structural Considerations 

As part of the unwinding of various transactions completed in 2009, Big Rivers 
RUS mortgage with a new senior secured indenture. IJnder the current senior secured indenture RUS and all senior 
secured debt holders are on equal footing in terms of priority of clai on assets. The current senior secured 
indenture provides Big Rivers w s without first obtaining a case 
specific RIJS lien accommodation, 1 from the RIJS for additional direct 
borrowings under the RUS loan pr ent questions about the availability of 
funds under the federally subsidized RUS loan program, we c 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for do 
strategies Big Rivers will pursue 
power supply agreement with Bi 

What Could Change the Ra 

previously existing 

dded flexibility of the current senior 

ffects and what mitigating 
th notice that it will terminate its 

ille, KY smelter plant. 

ve. Success in mitigating the 
mental cost recovery and other 
outlook. Moreover, structural 

changes that elimina 
it coincides with i 

ulation of cooperatives in Kentucky could contribute to a positive action, especially if 
in market conditions for the aluminum smelters and sustained improvement of FFO 

load due to Century’s announcement that is not otherwise compensated for through off system 
r measures could contribute to a negative action, as would the inability to secure needed rate 

e non-smelter member load. From a regulatory perspective, the lack of a coherent recovery 
mechanism for environmental capital requirements, should they be incurred, could place downward pressure on the 
rating. In terms of credit metrics, if FFO to interest and debt falls below 2x and S%, respectively, for a sustained 
period of time, then rating pressure could result. 

Other Considerations 

Mapping To Moody’s 1J.S. Electric Generation & Transmission Cooperatives Rating Methodology 
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Big Rivers’ mapping under Moody’s tJ.S. Electric Generation &Transmission Cooperative rating Methodology is 
based on historical data through December 3 1,201 1. The Indicated Rating for Big Rivers’ senior most obligations 
under the Methodology is currently A2 and relies on the aforementioned historical quantitative data and qualitative 
assessments. The Indicated Rating under the Methodology largely reflects better scores for the factors relating to 
dependence on purchased power and financial metrics such as  equity as a percentage of capitalization, FFO to debt 
and FFO to interest, all of which improved upon completion of the unwind transactions in 2009. Notwithstanding 
the current A2 Indicated Rating for Big Rivers under the Methodology, its actual senior secured rating of Baa2 
reflects the unique risks relating to Big Rivers’ load concentration to the smelters and the fact that it is subject to rate 
regulation by the KPSC persist and represent significant constraints to its rating level. 
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Billie Richert 

From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Importance: High 

Wednesday, August 22,2012 350 PM 

RE: Draft Credit Opinion for review 
Big Rivers Draft Credit Opinion Aug-22-2012 to company for review with factual 
changes.docx 

Billie: 

Thanks for the opportunity to  discuss your comments. I have attached an updated version, which I believe captures the 
points of fact. Please see those in the Track Changes mode and let me know if this is OK from your perspective. 

I am sending the attached draft research for your review, to give you the opportunity to draw attention to any factual 
errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the form and content of all i ts publications. MIS will not accept other changes 
from an issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that 
this draft research is strictly confidential and you may not disclose it to  any other person except: (i) to your legal counsel 
acting in their capacity as such; (ii) to  your other authorized agents acting in their capacity as such; and (iii) as required 
by law or regulation. 

I look forward to a prompt reply so we can proceed to  publish today. THANKS! 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.0389 tei 
646.256.2741 mobile 
212.298.6466 fax 
kevin.rose@,moodys.com - 

Moody's Jnvestors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodys.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, August 22, 2012 3:34 PM 
To: Rose, Kevin 
Subject: RE: Draft Credit Opinion for review 

Kevin, 
Please see the following comments and correctiuns to the Draft Credit Opinion you provided this morning. 
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Pertaining to Century’s termination notice and Century‘s 482 MWh * 98% load factor: The rate billed to Century 
for the Base Energy Charge (Based Fixed Energy) covers BOTH Big Rivers’ fixed and variable costs as defined by 
our large industrial tariff. Every MWh above this is billed a t  our variable rate and covers our variable costs. So 
there is  both a fixed and variable rate included in our MWh billing to  Century for this Base Energy Charge. Any 
MWh above the 482 are billed a t  our variable tariff rate thus covering our increased variable costs. 
If the load were to go to 0 MWh, the base energy charge would be reduced by the amount included for the 
variable portion of fuel, reagent and purchase power. This leaves revenues (and cash flow) to cover our fixed 
costs and margins. Even if load goes below 482 MWh *.98% load factor, Big Rivers will always recover our fixed 
portion via our tariff rate. 
Big Rivers transmission projects (total of 7) are in two phases: 100% of Phase 1 was completed in 2008; Phase 2 
comprised 7 projects, 6 of which are completed. The 7t” project involves work to be completed by TVA with an 
estimated completion date of 2014/2015. However, today Big Rivers can meet all of the transmission 
requirements to export any of our excess generation created by smelter closures. In other words, this excess 
generation is not captive within our system and we can get it off our system without any additional investment. 
On Tuesday, August 21, the U.S. Court of Appeals for the D.C. Circuit ruled the US. Environmental Protection 
Agency (EPA) violated the Clean Air Act in i ts Cross-State Air Pollution Rule (CSAPR), vacating the ruling. This 
reduces Big Rivers cost t o  comply in i ts Environmental Compliance Plan (ECP) from approximately $283 million 
to approximately $58 million. The hearing for approval of our ECP is before the Kentucky Public Service 
Commission (PSC) this week. We anticipate approval for the remaining Mercury and Air Toxics Standards 
(MATS) projects before the commission which comprise the $58 million capital expenditures. 
Our recent refinancing with BOTH CoBank and CFC was finalized on July 27, 2012. The total refinancing was for 
$537 million, $417 million of which was used to reduce our RUS Series A Note. We now have a 20 year First 
Mortgage Notes Series 2012A with CoBank for $235 million and a 20 year term loan with CFC for $302 
million. In addition, we replaced our $50 million revolving credit facility with CoBank with a new five-year 
revolving credit facility for up to $50 million. The CoBank line facility would cease to  be available if and when 
the Century contract terminates. We intend to seek CoBank’s approval to continue the facility once we put in 
place our rate relief or other mitigation plans which we expect to be prior to the termination of the Century 
contract. No changes were made to the existing credit facility of $50 million with CFC. In addition from our 
refinancing we have obtained an additional $60 million for capital expenditures. 
The transition reserve of $35m helps with any cash flow requirements. 
We will obtain rate relief in our next general rate case. Rate relief is our focus. We intend to file for rate relief in 
time to  have in place by Century’s contract termination. Relief requested will be sufficient to make us whole 
from revenues that will be lost from Century. Also, there is a rehearing, tentatively scheduled during September 
2012, for our 2011 rate case (Case 2011-00036) which can provide an additional approximately $2.7 million of 
revenue, $2 million of which represents additional annual revenue. 
There is no evidence of imminent closing by Century as we are not aware of the company issuing a notice under 
the WARN act or are we aware of any notice of termination to  Century’s customer, Southwire. Additionally, 
there has been no sudden reduction in load. 

Thank you, Kevin. Please note the corrections to the refinancing comments in the Draft Credit Opinion. 

Regards, 
Billie 

From: Rose, Kevin [maiIto:Kevin.Rose@moodys.com] 
Sent: Wednesday, August 22, 2012 7:41 AM 
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To: Billie Richert 
Subject: Draft Credit Opinion for review 
Importance: High 

Hi Billie: 

As we discussed, attached is a draft update of a credit opinion we will publish later today following yesterday's rating 
action on Big Rivers. I look forward t o  hearing back from you after your review. 

I am sending the attached draft research for your review, to  give you the opportunity to draw attention to any factual 
errors and/or inadvertent disclosure of confidential information. However, please note that under our policies, MIS 
retains ultimate editorial control over the form and content of all its publications. MIS will not accept other changes 
from an issuer that would alter the meaning or tone of our opinions or credit rating announcements. Please note that 
this draft research is strictly confidential and you may not disclose it to any other person except: (i) to your legal counsel 
acting in their capacity as such; (ii) to  your other authorized agents acting in their capacity as such; and (iii) as required 
by law or regulation. 

Regards, 

Kevin 

Kevin Rose 
Global Infrastructure and Finance Group 
2 12.553.0389 tel 
646.256.2741 mobile 
2 12.298.6466 fax 
ltevin.roseO,moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

www.moodys.com 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without our express permission. If you are not the 
intended recipient ox an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e--mail message. 

____________________--------------._------- 
The information contained in this e-mail message, and any attachment thereto, is 
confidential. and may not be disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
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attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses, We take no responsibility and have no liability 
fo r  any computer virus which may be transferred via this e-mail message. 

4 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 252 of 458 



DRAFT CREDIT OPINION AS OF AUGUST 22,2012 

Rating Drivers 

)) High industrial concentration to two aluminum smelters and dependence on off-system sales 
)) Rates subject to regulation by the Kentucky Public Service Commission (KPSC) 
)) Revenues from electricity sold under long-term wholesale power contracts with member owners 
)) Stronger balance sheet resulting from deleveraging following the unwinding of 1998 vintage transactions, which 
was completed in 2009 
D Ownership of generally competitive coal-fired generation plants; pursuing environmental compliance pl 
pending regulatory decision 

Corporate Profile 

Big Rivers Electric Corporation (Big Rivers) is an electric generation and transmission 
headquartered in Henderson, Kentucky and owned by its three member system distribution cooperatives- Jackson 
Purchase Energy Corporation; Kenergy Corp; a 
member system cooperatives provide retail ele 
industrial customers in 22 Western Kentucky counties. 

Recent Events 

Effective August 2 1 , 2012 we downgraded the 
(the county) Pollution Control Refunding Reven 
Baal. Concurrently, the rating for the bonds, whic 
Electric Corporation, was placed under review for 
financial and operating risks for Big Rivers due 
Company (Caal senior unsecured; stable) that iv , Century Aluminum of Kentucky issued a 12-month 
notice to terminate its power contract with Big Rivers for its Hawesville, Kentucky smelter. See press release of 
August 21,2012 posted to moodys.com 

Summary Rating Rationale 

The Baa2 senior secured rat 
Kenergy Corp., makes a hi 

behalf of Big Rivers 
arily reflect increased 

ils relating to this action. 

nsiders credit risk related to the fact that Big Rivers’ largest member owner, 
entratian of its sales to two aluminum smelters (Century Aluminum Company: 
Rio Tinto-Alt;art: senior unsecured A3; stable), both of whom face credit 
atility in both metal prices and demand. In addition, these smelters have the 
power purchase arrangements, subject to a one-year notice and other conditions. 
this option effective August 20,2012. Big Rivers’ rating is further constrained 
e KPSC, which is atypical for the G&T coop sector. The Baa2 rating also reflects 
s taken by Big Rivers to unwind a lease and other transactions in 2008 and 2009 

dit net worth turned substantially positive, cash receipts were utilized to reduce debt, and two 
it facilities aggregating $100 million were established to improve liquidity. Revenues generated 

I senior unsecured Caal; st 

because its rates 

sold to non-smelter customers under long-term wholesale contracts with the 
ers continue to support Big Rivers’ financial performance. A $26.7 million (6.17%) base rate 
by the KPSC in September 201 1 was also generally supportive in nature. The outcome of a 

pending filing before the KPSC related to future environmental related capital expenditures will be integral to Big 
Rivers’ future financial performance as new debt financing will play a role in the financing strategy, particularly as 
it also copes with Century’s recent contract termination notice. 

Detailed Rating Considerations 

High Smelter Load Concentration; Credit Challenge Tied to Potential Loss Of Smelter Load 
Under historical operating conditions, the two smelters served by Kenergy have been consuming nearly 7 million 
MWh of energy annually, representing a substantial load concentration risk (e.g. about two-thirds of member energy 
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load and close to 60% of member revenues for Big Rivers in 20 1 I) .  This risk is a significant constraint to Big 
Rivers’ rating, making its financial and operating risk profile unique compared to peers. All but one of€kt+efBig 
Rivers’ twernultiple transmission capacity upgrade projects undertaken in  1 e c e n t y x  &+e++- ’ are now complete, -- . Also, Big Rivers became a transmission owning member of the Midwest Independent 
Transmission System Operator (MISO) in December 2010. As a result, Big Rivers has enhanced its reliability and 
transmission capability helping to ensure compljance with mandated emergency reserve requirements established by 
regulators. Also, these steps along with legislation that permits sales to non-members provide additional flexibility 
for Big Rivers to move excess power off system following Century’s announcement. 

Although Century is required to pay a #++e- base en-charge (as defincd in its aereeinent with Big 
Rivers) for power (482 MW at 98% capacity factor) during the 12-month 
operating the smelter plant. Despite the fact that Big Rivers will continue 
revenues over the next 12 months, Big Rivers’ rating is under review for d 
which it can overcome revenue shortfalls to be created by the anticipated 
load. Among the possible mitigating steps Big Rivers might take would b 
partially compensate for loss of smelter load; entering into bilateral sales 
system sales in the wholesale market; participating in the capacity markets; 
generating assets; and seeking emergency rate increases through filings wit 
possibility, we note that Big Rivers being rate regulated has in the past pos 
increases. 

with the last remaining. proiect estimated for completion in 20 14 or ,701 5.- . ’, e-e 

Financial Flexibility Improved Following Completion Of IJn 
In 2008, Big Rivers bought out two leveraged lease transactions 
terminate another lease and other long-term trans E.ON [J.S. LLC (formerly known as: 
LG&E Energy Marketing Inc.) and Western Kentu tities previously leased and operated 
the generating units owned by Big Rivers. In turn, 
generally fixed below market rates to use in servi ee members, exclusive of the load 
requirements of Kenergy’s two large alumhums Rivers terminated other agreements 
and entered into various new arrangements whereby it h y  been selling to Kenergy 850 MW in aggregate for resale 
to the two aluminum smelters. This arr 
positives resulting from consummati 
deficit net worth, with equity of $379.4 December 31,2009, which increased to $389.8 million as of 
December 3 1,201 1 compared to a nega million at 12/3 1/2008, and partial utilization of the $505.4 million 
in cash payments received from E.ON to repay about $140.2 million of debt owed to the Rural Utilities Service 

on of reserves. The reserves were comprised of a $157 million Economic 
d fuel cost increases; a $35 million Transition Reserve to mitigate potential 
ate their agreements or otherwise curtail their load due to reduced aluminum 
1 Economic Reserve, which would be used over two years to provide credits to 

torical Transactions In 2009 
completed a series of other steps to 

urchasing the power from these units at 

nts a concentration of load risk for Big Rivers. Key credit 
transactions were as follows: elimination of Big Rivers’ 

rural customers u zation of the Economic Reserve. 

ratio (TIER) arrangement with the two smelters, Big Rivers targets a 
24x, which is above the level required under its financial covenants. IJnder current market 
t that Big Rivers would file for rate relief as necessary, as we would anticipate that the TIER 
x target should the contract with Century be terminated. 

le Assets Even As Environmental Costs Loom 
about 1,444 megawatts (MW) in four substantially coal-fired plants. Total 

power capacity is about 1,824 MW, including rights to about 202 MW of coal-fired capacity from Henderson 
Municipal Power and Light (HMP&L) Station Two and about 178 MW of contracted hydro capacity from 
Southeastern Power Administration. The economics of power produced from these sources enables Big Rivers to 
maintain a solid competitive advantage in the Southeast and even more so when compared to other regions around 
the country. The consistently high capacity factors and efficient operations of the assets results in average system 
wholesale rates to members around 4.7 cents per kWh (including the beneficial effects of the member rate stability 
mechanism). This compares to the average wholesale rate of 4.4 cents per kWh to serve the two smelter loads in 
2011. 

Case No. 2012-00492 
Attachment for Response to KIIJC 1-9 

Witness: Billie J. Richert 
Page 254 of 458 



Because Big Rivers is substantially dependent on coal-fired generation, it faces uncertainty with regard to future 
environmental regulations, including the final form and substance those will take, the timing for implementation, 
and the amount of related costs to comply. We note that the Economic Reserve should help mitigate some of the 
need for initial rate increases to cover future compliance costs. 

Regulatory Risk Exists; However, Offsets Are Present 
Big Rivers is subject to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can 
pose challenges in getting timely rate relief if and when needed. We view the existence of certain fuel and purchased 
power cost adjustment mechanisms available to Big Rivers as favorable to its credit profile since they can temper 
risk of cost recovery shortfalls if there is a mismatch relative to existing rate levels. Bi 
approval for a $26.7 million (6.17%) base rate increase effective November 17,201 1. 
good outcome versus the approximate $30 million rate increase that was requested. The rate inc 
bolster wholesale margins, address increased depreciation costs, administrative costs tied 
Independent Transmission System Operator (MISO), and maintenance costs incurred 
outages. 

Big Rivers is in midst of regulatory proceedings at the KPSC relating to an environm 
extent to which timely and adequate regulatory support for recovery o 
evident will also be an integral part of the rating review process. The 
fourth quarter of 20 12. 

Wholesale Power Contracts Support Big Rivers’ Credit Profi 
The revenues derived under Big Rivers’ long-te 
customers will continue as the contracts were e 
unwind of transactions were completed in 2009. The 
member disenchantment unlikely, even following rec 
the medium to longer term, due to environmental 
provides assurance of this revenue stream, whi 
degradation in the creditworthiness of t  
of two month’s worth of payment obligat 
some other form acceptable to Big River 

Big Rivers’ net margins for 201 1 reflect 

ion insthis filing is expected in the 

es approved by the KPSC in 201 1 and, in 

e items that benefitted 

ity to total capitalization 
ig Rivers equity to total 

ory for this metric under the rating Methodology. Even with expected continuation 
of not returning patronage capital back to members (a credit positive strategy in 

er the next couple of 
15. but which is likely to be 
We also note that Big 
and FFO to interest are 

I 

Liquidity 
Big Rivers supplements its internally generated funds with $1 00 million of unsecured committed revolver capacity, 
with National Rural Utilities Cooperative Finance Corporation (NRUCFC) and CoBank providing $50 million each. 
The NRUCFC and CoBank facilities expire on July 16,2014 and July 27,2017, respectively. The $50 million 
NRUCFC facility provides for issuance of up to $10 million of letters of credit. We view the significant increase in 
available bank credit following the completion of the unwind transaction in 2009 as credit positive. As of June 30, 
2012 Big Rivers had approximately $48 million of cash and temporary investments and it currently has full capacity 
available under the two credit facilities. Assuming little change to future usage of the bank facilities and the cash 
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position, as well as no change to management's current policy of not returning patronage capital back to members, 
we anticipate that Big Rivers should be able to adequately meet its short-term working capital needs and modest 
current maturities of long-term debt. However, new debt financing is anticipated over the next few years to fund 
e q e e t e d ~  negative free cash flow resulting from the planned capital program. -w&Py-wxiwd 
Followin. KPSC financing approval. Big Rivers coindeted &-pwswabout $537 million of financing transactions 
in aggregate with CoBank and NRUCFC on July 27.2012 to  prepay as planned a significant portion of its 5.75% 
RUS Series A note, fund a portion of its capital expenditures and to replenish its $35 million Transition Reserve 
balance. Approximately $23 5 million of this financing activity hsbwxi-mcompleted through a 20-year senior 
secured term loan with CoBank and $302 million was comoleted through a 20-vear senior secured b i n  loan with 
~ t R U C F C ~ ~ ~ ~ - l ~ ~ ~ ~ ~ ~ r - ~ F ~ "  

The quality of the alternate liquidity provided by the bank revolvers benefits from the multi-year te 
absence of any onerous financial covenants, which largely mirror the financial covenants in exi 
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC facil 
ongoing material adverse change (MAC) clause; however, the CoBank facility is considered of lesser quality 
because of the ongoing nature of its MAC 
in any of the facilities that could cause acce 
applies. 

Structural Considerations 

As part of the unwinding of various transactions completed in 2009, 
RUS mortgage with a new senior secured indenture. Under the current 
secured debt holders are on equal footing in terms of priority 
indenture provides Big Rivers with the flexibility to access p 
specific RUS lien accommodation, while re 
borrowings under the RUS loan program, if they 
h d s  under the federally subsidized RUS loan p 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for downgrade a 
strategies Big Rivers will pursue following 
power supply agreement wi 

placed the previously existing 
ecured indenture RUS and all senior 

kets without first obtaining a case 
S for additional direct 

en persistent questions about the availability of 
the added flexibility of the current senior 

's decision to submit its 12-month notice that it will terminate its 
vers for its Hawesville, KY smelter plant. 

eview for downgrade for reasons cited above. Success in mitigating the 
ouncement, regulatory support for environmental cost recovery and other 

due to load loss could help stabilize the outlook. Moreover, structural 

nditions for the aluminum smelters and sustained improvement of FFO 
regulation of cooperatives in Kentucky could contribute to a positive action, especially if 

etrics to near 2 . 3 ~  and 8%, respectively, on average. 

Change the Rating - Down 

Loss of significant load due to Century's announcement that is not otherwise compensated for through off system 
power sales or other measures could contribute to a negative action, as would the inability to secure needed rate 
increases from the non-smelter member load. From a regulatory perspective, the lack of a coherent recovery 
mechanism for environmental capital requirements, should they be incurred, could place downward pressure on the 
rating. In terms of credit metrics, if FFO to interest and debt falls below 2x and 5%, respectively, for a sustained 
period of time, then rating pressure could result. 

Other Considerations 
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Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Rating Methodology 

Big Rivers’ mapping under Moody’s U.S. Electric Generation &Transmission Cooperative rating Methodology is 
based on historical data through December 3 1,201 1. The Indicated Rating for Big Rivers’ senior most obligations 
under the Methodology is currently A2 and relies on the aforementioned historical quantitative data and qualitative 
assessments. The Indicated Rating under the Methodology largely reflects better scores for the factors relating to 
dependence on purchased power and financial metrics such as equity as a percentage of capitalization, FFO to debt 
and FFO to interest, all of which improved upon completion af the unwind transactions in 2009. Notwithstanding 
the current A2 Indicated Rating for Big Rivers under the Methodology, its actual senior secured rating of Baa2 
reflects the unique risks relating to Big Ri 
regulation by the KPSC persist and represent significant constraints to its rating level. 
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Billie Richert 

From: Rose, Kevin <Kevin,Rose@moodys.com=. 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Wednesday, August 22,2012 4117 PM 

Big Rivers Draft Credit Opinion Aug-22-2012 to company for review with factual changes (2) 
Big Rivers Draft Credit Opinion Aug-22-2012 to company for review with factual changes 
(2)docx 

Billie: Thanks for the follow up conversation. The attached captures the further factual clarifications and I will proceed 
from here to publish. I will share a final version with you once it is published. 

Regards, 

Kevin 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not he disclosed without our express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
f o r  any computer virus which may be transferred via this e-mail message. 
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DRAFT CREDIT OPLNION AS OF AUGUST 22,20 12 

Rating Drivers 

D High industrial concentration to two aluminum smelters and dependence on off-system sales 
)) Rates subject to regulation by the Kentucky Public Service Commission (KPSC) 
)) Revenues from electricity sold under long-term wholesale power contracts with member owners 
)) Stronger balance sheet resulting from deleveraging following the unwinding of 1998 vintage transactions, which 
was completed in 2009 
)) Ownership of generally competitive coal-fwed generation plants; pursuing environmen 
pending regulatory decision 

Corporate Profile 

Big Rivers Electric Corporation (Big Rivers) is an electric generation and transmission c 
headquartered in Henderson, Kentucky and owned by its three member system distribution cooperatives- Jackson 
Purchase Energy Corporation; Kenergy Corp; 
member system cooperatives provide retail electri 
industrial customers in 22 Western Kentucky counties. 

Recent Events 

Effective August 21,2012 we downgraded the se 
(the county) Pollution Control Refunding Reven 
Baal. Concurrently, the rating for the bonds, whic 
Electric Corporation, was placed under review for 
financial and operating risks for Big Rivers due 
Company (Caal senior unsecured; stable) that its , Century Aluminum of Kentucky issued a 12-month 
notice to terminate its power contract with Big Rivers for its Hawesville, Kentucky smelter. See press release of 
August 21,2012 posted to moodys.com 

Summary Rating Rationale 

The Baa2 senior secured rat 
Kenergy Corp., makes a hig 
senior unsecured Caal; stall 
challenges due to the significant volatility in both metal prices and demand. In addition, these smelters have the 
option to terminate their respective power purchase arrangements, subject to a one-year notice and other conditions. 

ty of Ohio, Kentucky 

ils relating to this action. 

ed to the fact that Big Rivers’ largest member owner, 

or unsecured A3; stable), both of whom face credit 
n of its sales to two aluminum smelters (Century Aluminum Company: 

exercised this option effective August 20,2012. Big Rivers’ rating is further constrained 
ea by the KPSC, which is atypical for the G&T coop sector. The Baa2 rating also reflects 

vera1 steps taken by Big Rivers to unwind a lease and other transactions in 2008 and 2009 
t worth turned substantially positive, cash receipts were utilized to reduce debt, and two 
ities aggregating $100 million were established to improve liquidity. Revenues generated 
e power sold to non-smelter customers under long-term wholesale contracts with the 

rs continue to support Big Rivers’ fmancial performance. A $26.7 million (6.17%) base rate 
increase approved by the KPSC in September 201 1 was also generally supportive in nature. The outcome of a 
pending filing before the KPSC related to future environmental related capital expenditures will be integral to Big 
Rivers’ future financial performance as new debt financing will play a role in the financing strategy, particularly as 
it also copes with Century’s recent contract termination notice. 

Detailed Rating Considerations 

High Smelter Load Concentration; Credit Challenge Tied to Potential Loss Of Smelter Load 
IJnder historical operating conditions, the two smelters served by Kenergy have been consuming nearly 7 million 
MWh of energy annually, representing a substantial load concentration risk (e.g. about two-thirds of member energy 
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load and close to 60% of member revenues for Big Rivers in 201 1) .  This risk is a significant constraint to Big 
Rivers’ rating, making its financial and operating risk profile unique compared to peers. One of Big Rivers’ two 
transmission capacity upgrade projects is now complete and the second is expected to be completed later this year. 
Also, Big Rivers became a transmission owning member of the Midwest Independent Transmission System 
Operator (MISO) in December 2010. As a result, Big Rivers has enhanced its reliability and transmission capability 
helping to ensure compliance with mandated emergency reserve requirements established by regulators. Also, these 
steps along with legislation that permits sales to non-members provide additional flexibility for Big Rivers to move 
excess power off system following Century’s announcement. 

Although Century is required to pay a fixed demand charge for power (482 MW at 98% capacity factor) during the 
12-month notice period, it is not required to continue operating the smelter plant. Despite the fact that Big Rivers, 
will continue receiving fixed demand revenues over the next 12 months, Big Rivers’ rating is und 
downgrade as we consider the extent to which it can overcome revenue shortfalls to be created by 
loss of a significant portion of its energy load. Among the possible mitigating steps Big Rivers ,mi 
using cash reserves established to partially compensate for loss of smelter load; entering into bilateral sales 
arrangements; making short-term off system sales in the wholesale marlcet; participating in the capacity markets; 
temporarily idling generation; selling gener 
the KPSC. With respect to the latter possibility, we note that Big Rivers bein 
challenges in implementing timely rate increases. 

Financial Flexibility Improved Following Completion Of Un 
In 2008, Big Rivers bought out two leveraged lease transactions 
terminate another lease and other long-term tr 
LG&E Energy Marketing Inc.) and Western 
the generating units owned by Big Rivers. In 
generally fixed below market rates to use in serv 
requirements of Kenergy’s two large aluminum 
and entered into various new arrangements wher 
to the two aluminum smelters. This arrange 
positives resulting from consummation of all 
deficit net worth, with equity of $379.4 mill 
December 3 1,20 1 1 compared to a negative 
in cash payments received from E.ON to r 
(RUS) and to establish $252.9 million of r 

be 

ted a series of other steps to 
U.S. LLC (formerly known as: 

exclusive of the load 
nated other agreements 

lling to Kenergy 850 MW in aggregate for resale 
entration of load risk for Big Rivers. Key credit 

ation of Big Rivers’ 
r 31,2009, which increased to $389.8 million as of 
12/3 1/2008, and partial utilization of the $505.4 million 

The reserves were comprised of: a $1 57 million Economic 
el cost increases; a $35 million Transition Reserve to mitigate potential 
their agreements or otherwise curtail their load due to reduced aluminum 

1 Economic Reserve, which would be used over two years to provide credits to 
f the Economic Reserve. 

ratio (TIER) arrangement with the two smelters, Big Rivers targets a 
ich is above the level required under its financial covenants. Under current market 
g Rivers would file for rate relief as necessary, as we would anticipate that the TIER 
should the contract with Century be terminated. 

ts Represent Valuable Assets Even As Environmental Costs Loom 
f about 1,444 megawatts (MW) in four substantially coal-fired plants. Total 

power capacity is about 1,824 MW, including rights to about 202 MW of coal-fired capacity from Henderson 
Municipal Power and Light (HMP&L) Station Two and about 178 MW of contracted hydro capacity from 
Southeastern Power Administration. The economics of power produced from these sources enables Big Rivers to 
maintain a solid competitive advantage in the Southeast and even more so when compared to other regions around 
the coimtry. The consistently high capacity factors and efficient operations of the assets results in average system 
wholesale rates to members around 4.7 cents per kWh (including the beneficial effects of the member rate stability 
mechanism). This compares to the average wholesale rate of 4.4 cents per kWh to serve the two smelter loads in 
2011. 

Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 260 of 458 



Because Big Rivers is substantially dependent on coal-fired generation, it faces uncertainty with regard to future 
environmental regulations, including the final form and substance those will take, the timing for implementation, 
and the amount of related costs to comply. We note that the Economic Reserve should help mitigate some of the 
need for initial rate increases to cover fhture compliance costs. 

Regulatory Risk Exists; However, Offsets Are Present 
Big Rivers is subject to regulation for rate setting purposes by the KPSC, which is atypical for the sector and can 
pose challenges in getting timely rate relief if and when needed. We view the existence of certain fuel and purchased 
power cost adjustment mechanisms available to Big Rivers as favorable to its credit profile since they can temper 
risk of cost recovery shortfalls if there is a mismatch relative to existing rate levels. Big 

good outcome versus the approximate $30 million rate increase that was requested. The rate inc 
bolster wholesale margins, address increased depreciation casts, administrative costs tie 
Independent Transmission System Operator (MISO), and maintenance costs incurred d 
outages. 

Big Rivers is in midst of regulatory proceedings at the KPSC relating to an environmental compliance plan. The 
extent to which timely and adequate regulatory support for recovery of environmental 
evident will also be an integral part of the rating review process. Th 
fourth quarter of 201 2. 

Wholesale Power Contracts Support Big Rivers’ Credit Profile 
The revenues derived under Big Rivers’ long-term wholesale contra ers for sales to non-smelter 
customers will continue as the contracts were extended by an additional 20 years to December 3 1,2043 when the 
unwind of transactions were completed in 2009. T 
member disenchantment unlikely, even following 
the medium to longer term, due to environmental 
provides assurance of this revenue stream, which i 
degradation in the creditworthiness of the smelters 
of two month’s worth of payment obligations covered by letters of credit from an A1 rated financial institution ( or 
some other form acceptable to Big River 

Big Rivers’ net margins for 20 1 1 reflecte 
higher expenses in 201 1 due to full year me 

approval for a $26.7 million (6.17%) base rate increase effective November 17,201 1. We consi Y 

liance costs appears 
filing is expected in the 

cost power provided under the contracts makes 
ncreases approved by the KPSC in 201 1 and, in 
The currently overall sound member profile 

ervicing Big Rivers’ debt. The potential for 
r credit concern, only tempered in part by assurances 

t decline versus 20 10 as results in 20 1 1 reflect the net effects of 
ip in MISO and the absence of one-time items that benefitted 

ase in 20 1 1 net sales margin. 

ically improved its equity position whereby its equity to total capitalization 
bt reductions following the unwind. At this level, Big Rivers equity to total 
this metric under the rating Methodology. Even with expected continuation 
eturning patronage capital back to members (a credit positive strategy in 
io will decline moderately as new debt is added over the next couple of 

currently estimated at $550 million for 2012-2015. We also note that Big Rivers’ 
etrjcs such as funds from operations (FFO) to debt and FFO to interest are 

cts of the unwind, and are therefore not sustainable at those levels. 

Big Rivers supplements its internally generated funds with $100 million of unsecured committed revolver capacity, 
with National Rural Utilities Cooperative Finance Corporation (NRUCFC) and CoBank providing $50 million each. 
The NRUCFC and CoBank facilities expire on July 16,2014 and July 27,2017, respectively. The $50 million 
NRUCFC facility provides for issuance of up to $10 million of letters of credit. We view the significant increase in 
available bank credit following the cornpIetion of the unwind transaction in 2009 as credit positive. As of June 30, 
2012 Big Rivers had approximately $48 million of cash and temporary investments and it currently has full capacity 
available under the two credit facilities. Assuming little change to future usage of the bank facilities and the cash 
position, as well as no change to management’s current poiicy of not returning patronage capital back to members, 
we anticipate that Big Rivers should be able to adequately meet its short-term working capital needs and modest 
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current maturities of long-term debt. However, new debt financing is anticipated over the next few years to find 
expected negative free cash flow resulting from the planned capital program. Big Rivers recently received KPSC 
approval to pursue about $537 million of financing transactions in aggregate with CoBank and NRUCFC to prepay 
as planned a significant portion of its 5.75% RUS Series A note, fund a portion of its capital expenditures and to 
replenish its $35 million Transition Reserve balance. Approximately $235 million of this financing activity has been 
completed through a 20-year senior secured term loan with CoBank and the remainder with NRTJCFC is expected to 
close in the near term. 

The quality of the alternate liquidity provided by the bank revolvers benefits &om the multi-year tenors and the 
absence of any onerous financial covenants, which largely mirror the financial covenants in existing debt 
documents. Big Rivers is in compliance with those covenants. Additionally, the NRUCFC facility 
ongoing material adverse change (MAC) clause; however, the CoBank facility is considered of les 
because of the ongoing nature of its MAC clause related to each drawdown. The 
in any of the facilities that could cause acceleration or puts of obligations; howe 
applies. 

Structural Considerations 

As part of the unwinding of various tran 
RUS mortgage with a new senior secured 
secured debt holders are on equal footing in terms of priority of claim and 
indenture provides Big Rivers with the flexibility to access public deut ma 
specific RUS lien accommodation, while 
borrowings under the RIJS loan program, 
finds under the federally subsidized RIJS loan program, we 
secured indenture to be credit positive. 

Rating Outlook 

The rating is under review for downgrad 
strategies Big Rivers will pursue followin 
power supply agreement with Big Rivers 

What Could Change the Rating -Up 

A rating upgrade is unlikely,given the review for downgrade for reasons cited above. Success in mitigating the 

sets. The current senior secured 
out first obtaining a case 

ed flexibility of the current senior 

ision to submit its 12-month notice that it will terminate its 
le, KY smelter plant. 

’b 

announcement, regulatory support for environmental cost recovery and other 
essary due to load loss could help stabilize the outlook. Moreover, structural 

gulation of cooperatives in Kentucky could contribute to a positive action, especially if 
in market conditions for the aluminum smelters and sustained improvement of FFO 
ear 2 . 3 ~  and 8%, respectively, on average. 

e the Rating - Down 

ant load due to Century’s announcement that is not otherwise compensated for through off system 
auld contribute to a negative action, as would the inability to secure needed rate 

ember load. From a regulatory perspective, the lack of a coherent recovery 
mechanism for environmental capital requirements, should they be incurred, could place downward pressure on the 
rating. In terms of credit metrics, if FFO to interest and debt falls below 2x and 5%, respectively, for a sustained 
period of time, then rating pressure could result. 

Other Considerations 

Mapping To Moody’s U.S. Electric Generation & Transmission Cooperatives Rating Methodology 
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Big Rivers’ mapping under Moody’s U.S. Electric Generation &Transmission Cooperative rating Methodology is 
based on historical data through December 3 1, 201 1. The Indicated Rating for Big Rivers’ senior most obligations 
under the Methodology is currently A2 and relies on the aforementioned historical quantitative data and qualitative 
assessments. The Indicated Rating under the Methodology largely reflects better scores for the factors relating to 
dependence on purchased power and financial metrics such as equity as a percentage of capitalization, FFO to debt 
and FFO to interest, all of which improved upon completion of the unwind transactions in 2009. Notwithstanding 
the current A2 Indicated Rating for Big Rivers under the Methodology, its actual senior secured rating of Baa2 
reflects the unique risks relating to Big Rivers’ load concentration to the smelters and the fact that it is subject to rate 
regulation by the KPSC persist and represent significant constraints to its rating level. 
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From: Rose, Kevin <Kevin.Rose@moodys.com> 
Sent: 
To: Billie Richert 
Subject: Credit Opinion Published 
Attachments: 

Wednesday, August 22,2012 5:03 PM 

Big Rivers Credit Opinion Aug 22 2012.pdf 

Billie: 

Attached for your files is a copy of the credit opinion we published this afternoon. 

Regards, 

Kevin 

Kevin Rose 
Global Inf?astnrcture and Finance Group 
212.553.0389 tel 
646.256.2741 mobile 
212.298.6466 fax 
kevin.roseO,moodvs.com 

Moody's Investors Service 
7 World Trade Center 
250 Greenwich St. 
New York, NY 10007 

wwwmoodvs.com 

The information contained in this e-mail message, and any attachment thereto, is 
confidential and may not be disclosed without o u r  express permission. If you are not the 
intended recipient or an employee or agent responsible for delivering this message to the 
intended recipient, you are hereby notified that you have received this message in error 
and that any review, dissemination, distribution or copying of this message, or any 
attachment thereto, in whole or in part, is strictly prohibited. If you have received 
this message in error, please immediately notify us by telephone, fax or e-mail and 
delete the message and all of its attachments. Thank you. Every effort is made to keep 
our network free from viruses. You should, however, review this e-mail message, as well 
as any attachment thereto, for viruses. We take no responsibility and have no liability 
for any computer virus which may be transferred via this e-mail message. 
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~~~E~~~~~ SiE RVl CE 
Issuer Comment: Big Rivers Electric Corporation -- Credit Opinion 

Global Credit Research - 22Aug 2012 

Rating Drivers 

n High industrial Concentration to two aluminum smelters and dependence on off-system sales 

)) Rates subject to regulation by the Kentucky Public Service Commission (KPSC) 

)) Revenues from electricity sold under long-term wholesale power contracts with member 
owners 

D Stronger balance sheet resulting from deleveraging following the unwinding of 1998 vintage 
transactions, which was completed in 2009 

)) Ownership of generally competitive coal-fired generation plants; pursuing environmental 
compliance plan, pending regulatory decision 

Corporate Profile 

Big Rivers Electric Corporation (Big Rivers) is an electric generation and transmission 
cooperative (G&T) headquartered in Henderson, Kentucky and owned by its three member 
system distribution cooperatives- Jackson Purchase Energy Corporation; Kenergy Corp; and 
Meade County Rural Electric Cooperative Corporation. These member system cooperatives 
provide retail electric power and energy to about 11 3,000 residential, commercial, and industrial 
customers in 22 Western Kentucky counties. 

Recent Events 

Effective August 21,2012 we downgraded the senior secured rating of $83.3 million of County 
af Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers 
Electric Corporation Project) to Baa2 from Baal. Concurrently, the rating for the bands, which 
were previously issued by the county on behalf of Big Rivers Electric Corporation, was placed 
under review for further downgrade. The rating actions primarily reflect increased financial and 
operating risks for Big Rivers due to the August 20,201 2 announcement by Century Aluminum 
Company (Caal senior unsecured; stable) that its subsidiary, Century Aluminum of Kentucky 
issued a 12-mnth notice to terminate its power contract with Big Rivers for its Hawesville, 
Kentucky smelter. See press release of August 21, 201 2 posted to moodys.com for further 
details relating to this action. 

Summary Rating Rationale 

The Baa2 senior secured rating considers credit risk related to the fact that Big Rivers' largest 
member owner, Kenergy Corp., makes a high concentration d i t s  sales to two aluminum 
smelters (Century Aluminurn Company: senior unsecured Caal ; stable) and Rio Tinto: senior 
unsecured A3; stable), both of whom face credit challenges due to the significant volatility in 
both metal prices and demand. In addition, these smelters have the option to terminate their 
respective power purchase arrangements, subject to a one-year notice and other conditians. 
Ps noted above, Century exercised this option effective August 20, 201 2. Big Rivers' rating is 
further constrained because its rates are regulated by the KPSC, which is atypical for the G&T 
coop sector. The Baa2 rating also reflects the financial benefits of several steps taken by Big 
Rivers to unwind a lease and other transactions in 2008 and 2009 wherein its prior deficit net 
worth turned substantially positive, cash receipts were utilized to reduce debt, and two 
committed bank credit facilities aggregating $1 00 million were established to improve liquidity. 
Revenues generated from reasonably competitive power sold to non-smelter customers under 
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long-term wholesale contracts with the three member owners continue to support Big Rivers' 
financial performance. A$26.7 million (6.17%) base rate increase approved by the KPSC in 
September 2011 was also generally supportive in nature. The outcome of a pending filing 
before the KPSC related to future environmental related capital expenditures will be integral to 
Big Rivers' future financial performance as new debt financing will play a role in the financing 
strategy, particularly as it also copes with Century's recent contract termination notice. 

Detailed Rating Considerations 

High Smelter Load Concentration; Credit Challenge Tied to Potential Loss Of Smelter Load 

Under historical operating conditions, the two smelters served by Kenergy have been 
consuming nearly 7 million MWh of energy annually, representing a substantial load 
Concentration risk (e.g. about two-thirds of member energy load and close to 60% of member 
revenues for Big Rivers in 2011). This risk is a significant constraint to Big Rivers' rating, 
making its financial and operating risk profile unique compared to peers. All but one of Big 
Rivers' multiple transmission capacity upgrade projects undertaken in recent years are now 
complete, with the last remaining project estimated for completion in 2014 or 2015.. Also, Big 
Rivers became a transmission owning member of the Midwest Independent Transmission 
System Operator (MISO) in December 2010. As a result, Big Rivers has enhanced its reliability 
and transmission capability helping to ensure compliance with mandated emergency reserve 
requirements established by regulators. Also, these steps along with legislation that permits 
sales to non-members provide additional flexibility for Big Rivers to move excess power off 
system following Century's announcement. 

Although Century is required to pay a base fixed energy charge (as defined to cover fixed and 
variable costs) for power (482 MW at 98% capacity factor) during the 12-month notice period, it 
is not required to continue operating the smelter plant. Despite the fact that Big Rivers will 
continue receiving base fixed energy charge revenues over the next 12 months, Big Rivers' 
rating is under review for downgrade as we consider the extent to which it can overcome 
revenue shortfalls to be created by the anticipated loss of a significant portion of its energy 
load. Among the possible mitigating steps Big Rivers might take would be using cash reserves 
established to partially compensate for loss of smelter load; entering into bilateral sales 
arrangements; making short-term off system sales in the wholesale market; participating in the 
capacity markets; temporarily idling generation; selling generating assets; and seeking 
emergency rate increases through filings with the KPSC. With respect to the latter possibility, 
we note that Big Rivers being rate regulated has in the past posed challenges in implementing 
timely rate increases. 

Financial Flexibility Improved Following Completion Of Unwind Of Historical Transactions In 
2009 

In 2008, Big Rivers bought out two leveraged lease transactions and in 2009 completed a 
series of other steps to terminate another lease and other long-term transactions previously 
involving E.ON US. LLC (formerly known as: LG&E Energy Marketing Inc.) and Western 
Kentucky Energy Corp. These entities previously leased and operated the generating units 
owned by Big Rivers. In turn, Big Rivers was purchasing the power from these units at 
generally fixed below market rates to use in servicing the requirements of its three members, 
exclusive of the load requirements of Kenergy's two large aluminum smelters. At the same time, 
Big Rivers terminated other agreements and entered into various new arrangements whereby it 
has been selling to Kenergy 850 MW in aggregate for resale to the two aluminum smelters. 
This arrangement represents a concentration of load risk for Big Rivers. Key credit positives 
resulting from consummation of all the unwind transactions were as follows: elimination of Big 
Rivers' deficit net worth, with equity of $379.4 million at December 31,2009, which increased 
to $389.8 million as of December 31,2011 compared to a negative $155 million at 12/31/2008, 
and partial utilization of the $505.4 million in cash payments received from E.ON to repay about 
$140.2 million of debt owed to the Rural Utilities Service (RUS) and to establish $252.9 million 
of reserves. The reserves were comprised of: a $157 million Economic Reserve for future 
environmental and fuel cost increases: a $35 million Transition Reserve to mitigate potential 
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costs if the smelters decide to terminate their agreements or otherwise curtail their load due to 
reduced aluminum production; and a $60.9 million Rural Economic Reserve, which would be 
used over two years to provide credits to rural customers upon full utilization of the Economic 
Reserve. 

Under a contract times interest earned ratio (TIER) arrangement with the two smelters, Big 
Rivers targets a minimum TIER of 1.24x, which is above the level required under its financial 
covenants. Under current market conditions, we expect that Big Rivers would file for rate relief 
as necessary, as we would anticipate that the TIER drops below the 1.24~ target should the 
cantract with Century be terminated. 

Coal-Fired Plants Represent Valuable Assets Even As Environmental Costs Loom 

Big Rivers owns generating capacity of about 1,444 megawatts (MW) in four substantially coal- 
fired plants. Total power capacity is about 1,824 MW, including rights to about 202 MW of coal- 
fired capacity from Henderson Municipal Power and Light (HMP&L) Station Two and about 778 
MW of contracted hydro capacity from Southeastern Power Administration. The economics of 
power produced from these sources enables Big Rivers to maintain a solid competitive 
advantage in the Southeast and even more so when compared to other regions around the 
country. The consistently high capacity factors and efficient operations of the assets results in 
average system wholesale rates to members around 4.7 cents per kWh (including the 
beneficial effects of the member rate stability mechanism). This compares to the average 
wholesale rate of 4.4 cents per kWh to serve the two smelter loads in 2011. 

Because Big Rivers is substantially dependent on coal-fired generation, it faces uncertainty 
with regard to future environmental regulations, including the final form and substance those 
will take, the timing for implementation, and the amount of related costs to comply. We note that 
the Economic Reserve should help mitigate some of the need for initial rate increases to cover 
future compliance costs. 

Regulatory Risk Exists; However, Offsets Are Present 

Big Rivers is subject to regulation for rate setting purposes by the KPSC, which is atypical for 
the sector and can pose challenges in getting timely rate relief if and when needed. We view 
the existence of certain fuel and purchased power cost adjustment mechanisms available to 
Big Rivers as favorable to its credit profile since they can temper risk of cost recovery shortfalls 
if there is a mismatch relative to existing rate levels. Big Rivers received KPSC approval for a 
$26.7 million (6.17%) base rate increase effective November 17,2011. We consider this a 
reasonably good oiitcome versus the approximate $30 million rate increase that was 
requested. The rate increase is intended to bolster wholesale margins, address increased 
depreciation costs, administrative costs tied to joining the Midwest Independent Transmission 
System Operator (MISO), and maintenance costs incurred during generation plant outages. 

Big Rivers is in midst of regulatory proceedings at the KPSC relating to an environmental 
compliance plan. The extent to which timely and adequate regulatory support for recovery of 
environmental compliance costs appears evident will also be an integral part of the rating 
review process. The KPSC decision in this filing is expected in the fourth quarter of 2012. 

Wholesale Power Contracts Support Big Rivers’ Credit Profile 

The revenues derived under Big Rivers’ long-term wholesale contracts with its members for 
sales to non-smelter customers will contintie as the contracts were extended by an additional 
20 years to December 31, 2043 when the unwind of transactions were completed in 2009. The 
relatively low cost power provided under the contracts makes member disenchantment unlikely, 
even following recent base rate increases approved by the KPSC in 2011 and, in the medium 
to longer term, due to environmental compliance costs. The currently overall sound member 
profile provides assurance of this revenue stream, which is integral to servicing Big Rivers’ 
debt. The potential for degradation in the creditworthiness of the smelters is a particular credit 
concern, only tempered in part by assurances of two month’s worth of payment obligations 
covered by letters of credit from an AI  rated financial institution ( or some other form 
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acceptable to Big Rivers) under certain circumstances. 

Big Rivers' net margins for 2011 reflected a modest decline versus 2010 as results in 2011 
reflect the net effects of higher expenses in 2011 due to full year membership in MISO and the 
absence of one-time items that benefitted 2010 results, largely offset by an increase in 2011 
net sales margin. 

On a historical basis, Big Rivers dramatically improved its equity position whereby its equity to 
total capitalization is now over 30% thanks to significant debt reductions following the unwind. 
At this level, Big Rivers equity to total capitalization maps to the Acategory for this metric under 
the rating Methodology. Even with expected continuation of management's current practice of 
not returning patronage capital back to members (a credit positive strategy in our view) we 
anticipate that the equity ratio will decline moderately as new debt is added over the next 
couple of years to fund a capital program originally estimated at $550 million for 2012-2015, but 
which is likely to be reduced in the near term given recent developments related to 
environmental regulations. We also note that Big Rivers' historical three-year average metrics 
such as funds from operations (FFO) to debt and FFO to interest are particularly strong due to 
the one time effects of the unwind, and are therefore not sustainable at those levels. 

Liquidity 

Big Rivers supplements its internally generated funds with $100 million of unsecured committed 
revolver capacity, with National Rural Utilities Cooperative Finance Corporation (NRUCFC) and 
CoBank providing $50 million each. The NRUCFC and CoBank facilities expire on JUIY 16, 
2014 and July 27, 2017, respectively. The $50 million NRUCFC facility provides for issuance of 
up to $10 million of letters of credit. We view the significant increase in available bank credit 
following the completion of the unwind transaction in 2009 a s  credit positive. As of June 30, 
2012 Big Rivers had approximately $48 million of cash and temporary investments and it 
currently has full capacity available under the two credit facilities. Assuming little change to 
future usage of the bank facilities and the cash position, as well as no change to 
management's current policy of not returning patronage capital back to members, we anticipate 
that Big Rivers should be able to adequately meet its short-term working capital needs and 
modest current maturities of long-term debt. However, new debt financing is anticipated over 
the ne& few years to fund any negative free cash flow resulting from the planned capital 
program. Following KPSC financing approval, Big Rivers completed about $537 million of 
financing transactions in aggregate with CoBank and NRUCFC on July 27, 2012 to prepay as 
planned a significmt portion of its 5.75% RUS Series A note, fund a portion of its capital 
expenditures and to replenish its $35 million Transition Reserve balance. Approximately $235 
million of this financing activity was completed through a 20-year senior secured term loan with 
CoBank and $302 million was completed through a 20-year senior secured term loan with 
NRUCFC. 

The quality of the alternate liquidity provided by the bank revolvers benefits from the multi-year 
tenors and the absence of any onerous financial covenants, which largely mirror the financial 
covenants in existing debt documents. Big Rivers is in compliance with those covenants. 
Additionally, the NRUCFC facility benefits from no ongoing material adverse change (MAC) 
clause: however, the CoBank facility is considered of lesser quality because of the ongoing 
nature of its MAC clause related to each drawdown. There are no applicable rating triggers in 
any of the facilities that could cause acceleration or puts of obligations; however, a ratings 
based pricing grid applies. 

Structural Considerations 

As part of the unwinding of various transactions completed in 2009, Big Rivers repldced the 
previously existing RUS mortgage with a new senior secured indenture. Under the current 
senior secured indenture RUS and all senior secured debt holders are on equal footing in 
t e r n  of priority of claim and lien on assets. The current senior secured indenture provides Big 
Rivers with the flexibility to access public debt markets without first obtaining a case specific 
RUS lien accommodation, while retaining the right to request approval from the RUS for 
additional direct borrowings under the RUS loan program, if they choose to do so. Given 
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persistent questions about the availability of funds under the federally subsidized RllS loan 
program, we consider the added flexibility of the current senior secured indenture to be credit 
positive. 

Rating Outlook 

The rating is under review for downgrade as we assess the financial and operating effects and 
what mitigating strategies Big Rivers will pursue following Century's decision to submit its 12- 
month notice that it will terminate its power supply agreement with Big Rivers for its Hawesville, 
KY smelter plant. 

What Could Change the Rating - Up 

Arating upgrade is unlikely given the review for downgrade for reasons cited above. Success 
in mitigating the effects of load loss due to Century's announcement, regulatory support for 
environmental cost recovery and other future rate increases that may be necessary due to load 
loss could help stabilize the outlook. Moreover, structural changes that eliminate rate regulation 
of cooperatives in Kentucky could contribute to a positive action, especially if it coincides with 
improvement in market conditions for the aluminum smelters and sustained improvement of 
FFO to interest and debt metrics to near 2 . 3 ~  and 8%, respectively, on average. 

What Could Change the Rating - Down 

Loss of significant load due to Century's announcement that is not otherwise compensated for 
through off system power sales or other measures could contribute to a negative action, as 
would the inability to secure needed rate increases from the non-smelter member load. From a 
regulatory perspective, the lack of a coherent recovery mechanism for environmental capital 
requirements, should they be incurred, could place downward pressure on the rating. In terms 
of credit metrics, if FFO to interest and debt falls below 2x and 5%, respectively, for a 
sustained period of time, then rating pressure could result. 

Other Considerations 

Mapping To Moody's U.S. Electric Generation & Transmission Cooperatives Rating 
Methodology 

Big Rivers' mapping under Moody's US. Electric Generation &Transmission Cooperative rating 
Methodology is based on historical data through December 31,2011. The Indicated Rating for 
Big Rivers' senior most obligations under the Methodology is currently A2 and relies on the 
aforementioned historical quantitative data and qualitative assessments. The Indicated Rating 
under the Methodology largely reflects better scores for the factors relating to dependence on 
purchased power and financial metrics such as equity as a percentage of capitalization, FFO to 
debt and FFO to interest, all of which improved upon completion of the unwind transactions in 
2009. Notwithstanding the current A2 Indicated Rating for Big Rivers under the Methodology, its 
actual senior secured rating af Baa2 reflects the unique risks relating to Big Rivers' load 
concentration to the smelters and the fact that it is subject to rate regulation by the KPSC 
persist and represent significant constraints to its rating level. 

Contacts 
Kevin G. RoselNew York 
AJ. Sabatelle/New York 
Chee Mee HulNew York 

Phone 
121 25530389 
12125534136 
121 25533665 

0 201 2 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively, 
"MOODY'S). All rights reserved. 
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS") AND ITS 
AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT 
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND 
CREDIT RATINGS AND RESEARCH PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S 
PUBLICATIONS") MAY INCLUDE MOODY'S CURRENT OPINIONS OF THE REMTIVE 

SECURITIES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT 
MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT 
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, 
MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS AND MOODY'S 
OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT 
OR HISTORICAL FACT. CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT 
CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS 
AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO 
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR 
MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES 
MOODY'S PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH 
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS 
UNDER CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT 
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQlJENT USE FOR 
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY 
MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. 
All information contained herein is obtained by MOODY'S from sources believed by it to be 
accurate and reliable. Because of the possibility of human or mechanical error as  well as  other 
factors, however, all information contained herein is provided "AS IS without warranty of any kind. 
MOODY'S adopts all necessary measures so that the information it uses in assigning a credit 
rating is of sufficient quality and from sources Moody's considers to he reliable, including, when 
appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in 
every instance independently verify or validate information received in the rating process. Under 
no circumstances shall MOODY'S have any liability to any person or entity for (a) any loss or 
damage in whole or in part caused by, resulting from, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any 
of its directors, officers, employees or agents in connection with the procurement, collection, 
compilation, analysis, interpretation, communication, publication or delivery of any such 
information, or (b) any direct, indirect, special, consequential, compensatory or incidental 
damages whatsoever (including without limitation, lost profits), even if MOODY'S is advised in 
advance of the possibility of such damages, resulting from the use of or inability to use, any such 
information. The ratings, financial reporting analysis, projections, and other observations, if any, 
constituting part of the information contained herein are, and must be construed solely as, 
statements of opinion and not statements of fact or recommendations to purchase, sell or hold any 
securities. Each user of the information contained herein must make its own study and evaluation 
of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR 
IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILIT'Y OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 
INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby 
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discloses that most issuers of debt securities (including corporate and municipal bonds, 
debentures, notes and commercial paper) and preferred stock rated by MIS have, prior to 
assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it 
fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies and 
procedures to address the independence of MIS's ratings and rating processes. Information 
regarding certain affiliations that may exist between directors of MCO and rated entities, and 
between entities who hold ratings from MIS and have also publicly reported to the SEC an 
ownership interest in MCQ of more than 5%, is posted annually at www.modvs.com under the 
heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation 
Policy." 

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service 
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969. 
This document is intended to he provided only to "wholesale clients" within the meaning of section 
761G of the Corporations Act 2001. By continuing to access this document from within Australia, 
you represent to MOODY'S that you are, or are accessing the document as a representative of, a 
"wholesale client" and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to "retail clients" within the meaning of section 761G of 
the Corporations Act 2001. 

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's 
Japan K.K. ("MJKK") are MJKKs current opinions of the relative future credit risk of entities, credit 
commitments, or debt or debt-like securities. In such a case, "MIS" in the foregoing statements 
shall be deemed to be replaced with "MJKK. MJKK is a wholly-owned credit rating agency 
subsidiary of Moody's Group Japan G.K., which is wholly owned by Moody's Overseas Holdings 
Inc., a wholly-owned subsidiary of MCO. 

This credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on 
the equity securities of the issuer or any form of security that is available to retail investors. It 
would be dangerous for retail investors to make any investment decision based on this credit 
rating. If in doubt you should contact your financial or other professional adviser. 
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Billie Richert 

From: Billie Richert 
Sent: 
To: Rose, Kevin <Kevin.Rose@moodys.com> (Kevin.Rose@moodys.com) 
cc: 
Subject: 
Attachments: Third Quarter Financial Report.pdf 

Monday, November 19,2012 524 PM 

Ralph Ashworth; Nicholas R. Castlen 
201 2 Third Quarter Financial Report 

Kevin, 

Attached is aur condensed Third Quarter Financial Report. Please let me know if there are questions. 

Thanks. 

Billie 
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E L E C T R I C  C O R P O R A  

2012 Third Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: November 13,2012 
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2 

BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

ASSETS 

TOTAL umrw PLANT IN SERVICE 

TOTAL u n L m  PLANT 
CONSTRlJCllON WORK IN PROGRESS 

ACCUM PROVlSiON FOR DEPR 8 AMQRT 

NET UTILITY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
W E S T  IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASH -GENERAL FUNDS 
SPEClAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 
ACCOlJNTS RECEIVABLE - OTHER NET 
FUEL STOCK 

PREPAYMENTS 
OTHER CURRENT & ACCRUED ASSETS 

TOTAL ClJRRENT & ACCRUED ASSET5 

lJNMORT DEBT DISC & EXmAORD PROP LOSS 
OTHER DEFERRED DEBITS 

MATERIALS & SUPPLIES - OTHER 

TOTAL ASSETS AND OTHER DEBITS 

EQUmES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENT YEAR 
NONOPERATING MARGINS - PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS & EQUITIES 

TOTAL MARGINS 8 EQUmES 

LONGERM DEBT- RUS 
LONG-TERM DEBT- OTHER 

TOTAL LONG-TERM DEBT 

ACCOLJNTS PAYABLE 
T A E S  ACCRUED 
iNTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILmES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERRED CREDITS 
OPERATINGRESERVES 

TOTAL LlABlLlTIES AND OTHER CREDITS 

Seplember 30, September 30, 
2012 201 1 

1,997,625 1,964,817 
44,936 54,555 

2,042,561 2.01 9,372 
(955,855) (933,802) 

1,086,706 1,085,570 

3,681 3,645 
43,841 685 

15 15 
184.966 168,181 

232,503 172,526 

5 
598 

113,244 
42,902 

1,221 
32,353 
26,017 

1,549 
713 

6 
573 

77,683 
45,456 

27,134 
24,662 

1,302 
634 

(2,102) 

218,602 175,348 

3,983 2,106 
2,988 1,798 

1.544,782 1,437,348 

(241,898) 
7,722 

638,998 
403 

(7.279) 

397,946 

208,479 
720,480 

928,959 

27,000 
824 

3,812 
8,292 

39,928 

152,737 
25,212 

1,544,782 

(247,339) 
8.757 

638,838 
141 

(4.923) 

395,474 

657,620 
142,100 

799,720 

28,980 
671 

9,519 
8,320 

47,490 

173,685 
20,979 

1,437,348 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $32 8 million to $2 0 billion as of September 30, 2012 
This increase resulted from construction projects to maintain generation. transmission and 
communication capabilities. 

TEMPORARY INVESTMENTS increased $35.61~1 primarily due to the borrowing that took place 
lhis year to fund construction projects, partially offset by a higher fuel inwntory this year and 
construction projects. 

SPECIAL FUNDS Increased $16 8m as of September 30, 2012. lh is increased resulted from 
replenishing the transition resew, partially offset by the use of the resew funds set up for 
non-smelter member rate mitigation 

LONGERM DEBT increased $129 2 million as of September 30,2012. primarily due to borrowing 
for capital projects and replenish the $35.0 million transition resew formerly used to pre-pay RUS debt 

DEFERRED CREDITS decreased $20.9 million as of September 30, 2012, primarily due to the 
use of the resew funds set up for non-smelter member rate mitigation 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

3 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

SALES TO MEMBERS increased 446,265 MWh to 8,053,207 MWh for the nine-month period ended September 30, 2072. 
Member sales rewnue increased $52.7 million, or 18.0%, to $391.4 million for the nine-month period ended 
September 30, 2012, compared to $338.8 million in 2011, driven by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 2011. 

SALES TO NON-MEMBERS decreased 1,454,096 MWh to 971,890 MWh for the nine-month period ended September 30, 
2012. This decrease, along with a 17.1% decline in price, caused non-member electric sales rebenue to decrease 
66.8%, to $27.8 million, for the nine-month period ended September 30, 2012 compared to $83.6 million for 2011. 

PURCHASED POWER expense increased $6.5 million, or 22.3% to $35.3 million for the nine-month period ended 
September 30, 2012, compared to 2011. This was due to a 41.4% increase in MWh purchased, partially offset by a 13.5% 
decrease in the aerage cost of purchased power resulting from a reduction in the market price of electricity 

FUEL expense decreased $10.4 million, or 5.3%, to $184.7 million for the nine-month period ended September 30, 2012 
compared to 201 1. The decreased fuel expense was primarily driven by lower generation as the softer power market 
drove economic purchases. 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FlJEL. 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTOIISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRA71VE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZATION EXPENSE 
T A X 3  
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERA’llNG INCOME - NET 

NET PATRONAGE CAPITAL OR MARGINS 

Three Months 
Ended September 30, 

201 2 201 1 

145,471 148,770 
1.450 648 

---- 

Nine Months 
Ended September 30, 

2012 201 I 

419,183 422,32 1 
3.859 2,168 

-~ 

146,921 149,418 

12,555 12,779 
58,943 58,925 
26,106 28,160 
2,384 2,273 

438 565 
192 155 
81 106 

6,585 6,303 

107,284 109,266 

10,446 10,253 
1,402 1,208 

35 

11,883 $1,496 

35 ~- 

10,488 9,060 
0 0 

11,235 11,454 

55 1 
64 42 

(193) (75) 

140,816 141,244 

6,105 8,174 

372 22 
0 (1) 

14 8 

423,042 424,489 

36,392 37,001 
165,833 173,107 
84,281 83,179 
7,363 6,920 
1,663 1,832 

391 345 
1 02 129 

19,980 

316,403 322,493 

- 20,378 

30,872 29,182 
3,736 3,348 

128 93 

34,736 32,623 

- 

30,852 26,374 
4 128 

33,719 34,450 
(578) (450) 

55 60 
187 158 

4 15,378 415,836 

7,664 8,653 

403 132 
0 8 

59 105 

6,491 8,203 8,126 8,898 

FINANCIAL HIGHLIGHTS 

I 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended September 30, 2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prowded by 

operating actidties: 
Depreciation and amortization 
Interest compounded - RlJS Series B Note 
Interest compounded _. RUS Series A Note 
Noncash Member Rate Mitigation Revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net 
Proceeds from Restricted lnx?stments and Other Deposits 

Purchase of Restricted Investments and Other Deposits and 
and lncestments 

inwtments 

Net cash used in incesting actiwties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Debt Issuance Cost 
Payments on obligations under long-term lease 

Net cash used in financing actidties 

Three Months Ended September 30, 
2011 - 2012 - 

6,490 8,203 

10,697 9,617 
1,846 1,747 

0 0 
(5,504) (4,973) 

(1,245) (3,782) 
3,352 (3,088) 
1,089 1,339 

11 29 
3,991 2,069 
(7,538) (1,209 

837 162 

14.026 10.118 

(6,850) (1 0,488) 
(38,118) 4,920 

(35,002) 21 

.-___. 

(5,547) 
___I-- 

(79,970) 
-1 

(446,621) (3,325) 
580,156 0 

0 0 
(2,000) 0 

0 0 

131.535 (3.325) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 65,591 1,246 

CASH AND CASH EQUIVALENTS - Beginning 47,659 76,443 

CASH AND CASH EQUIVALENTS - Ending 113,250 77,689 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid b r  interest 15,439 10,379 

Cash paid in taxes 0 0 

4 

Nine Months Ended September 30, 
201 1 - 2012 - 

8,126 8,898 

32,164 27,936 
5,420 5,112 
7,596 8,397 

(17,485) (1 3,793) 

(776) 1,158 
82 1 8,750 

3,190 2,461 
68 94 

(3,325) (2,318) 
(7,351) (3,251) 
3,089 1 ~ 284 

31.537 44.728 

(27,955) (22,617) 
(27,725) 51,561 

(35,002) 21 

28,965 ~- (90,682) 
-I___- 

(450,611) (30,784 
580,156 0 

0 (1 0,000) 
(2,000) 0 

0 0 

1 27,545 (40,7W 

68,400 32,909 

44,850 44,780 

113,250 77,689 

- - - ~ ~  

26,625 22,379 

0 130 
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From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 11:OO AM 

FW: Big Rivers Electric Corporation - 4th Quarter Financial Report 
Big Rivers - 4th Qtr. Financial Report - 2-29-12.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big, Rivers Electric Corporation 
201 Third St. 
Henderson. K Y  42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-681 5 (mobile) 
mhitem bigrivers.com 

From: Mark Hite 
Sent: Tuesday, March 06, 2012 6:44 AM 
To: David Bodek (david.-bodek@sandp.com) 
Subject: Big Rivers Electric Corporation - 4th Quarter Financial Report 

Good morning. Attached hereto you will find a 4th Quarter Financial Report for Big Rivers Electric Corporation. It's in pdf 
format and will print on 5 pages. The intent is to prospectively provide you a similar such report quarterly, 
approximately 2 months following calendar quarter end. Please direct any questions or comments to my attention. 

Thank you, and have a great day, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270-844-6 149 (office) 
270-577-6815 (mobile) 
8 12-853-0405 (home) 
mhite@,biwivers.com 
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E L E C T R I C C 0 R P 0 R A T  I 0 

Your Touchstone Energy* Cooperative 63. ' 

2011 Fourth Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: February 29, 2012 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands f 

ASSETS 

TOTAL umrw PLANT IN SERVICE 

TOTAL umrw PLANT 
CONSTRUCTION WORK IN PROGRESS 

ACCUM PROVISION FOR DEPR & AMORT 

NET CmLllY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL. 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 
ACCOUNTS RECEIVABLE - OTHER NET 
FUEL STOCK 
MATERIALS & SUPPLIES - OTHER 
PREPAYMENTS 
OTHER CURRENT& ACCRUED ASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

UNMORT DEBT DISC & EXTRAORD PROP LOSS 
OTHERDEFERREDDEBITS 

TOTAL ASSETS AND OTHER DEBITS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENT YEAR 
NONOPERATING MARGINS -PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS & EQUITIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT - RlJS 
LONG-TERM DEBT- OMER 

TOTAL LONGTERM DEBT 

NOTES PAYABLE 
ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERRED CREDITS 
OPERATING RESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

December 31, 
2011 I 

1,979,268 
49,150 

2,028,418 
(936,355) 

1,092,063 

3,648 
685 

15 
164,152 

168,500 

6 
573 

44,844 
43,114 

232 
33.894 
25,295 
4,508 

943 

153,409 

1.417.922 

(247,339) 
5,441 

638,838 
160 

(7,279) 

389,821 

644,298 
142,100 

786,398 

30,325 
957 

9.899 
9,423 

50.604 

169,001 
22.098 

1,417,922 

December 31, 
2010 

1,946,193 
54,874 

2,001.067 
(909,501) 

1,091,566 

3,595 
685 

15 
2 18,167 

222,462 

6 
572 

44,774 
43,733 

778 
37,328 
23,218 
3,001 
1,398 

154.808 

2,185 
1.164 

1.472,185 

(251,617) 
4.278 

636,125 
2,713 

(4,924) 

386,575 

674,896 
142.100 

816,996 

ia.ooo 
31,298 

659 
11,134 
9.968 

63,059 

185,893 
19,662 

1,472,185 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $33 1 million to $2.0 billion as of December 31, 201 1 
This increase resulted from construction projects to maintain generation, transmission and 
communication capabiltites. 

SPECIAL FUNDS decreased $54 Om as of December 31, 2011 This decrease resulted from the use 
of the resew funds set up for non-smelter member rate mitigation. and to prepay RUS debt 

LONG-'TERM DEBT decreased $30 6 million as of December 31, 201 1, primarily due fo prepaying 
RUS debt. 

TOTAL CURRENT & ACCRLJED LlABlLlTES decreased $12.5 million as of December 31, 2011, 
primarily due to repaying $10 0 million under the line of credit. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENlJES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERAllON EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTOIISQ 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE,-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL. MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

Three Months Ended December 31, 
201 1 2010 

Twelve Months Ended December 31, 
201 1 2010 

136,051 
1.449 

127,822 
2.468 

558,372 514,490 
3.617 12.834 

137,500 

13,409 
53,122 
29,083 
2,263 

698 
287 
56 

6.577 

130,290 

12,715 
49,853 
26,345 
2,381 

0 
71 
76 

6.979 

105,495 98,420 

13,714 14,754 
1,333 865 

48 106 

15,095 15,725 

-.- 

9,033 8,596 
(30) 65 

1 1,265 11,878 

(1) 63 
62 93 

(98) (273) 

140,821 134,567 

18 
1 
4 

121 
628 

I 

561,989 

50,410 
226,229 
112,262 

9,183 
2,530 

632 
185 

26.557 

527,324 

52,507 
207,748 

99,421 
8,122 

0 
446 
240 

26.462 

427,988 394,946 

42,896 42,157 
4,681 4,473 

141 250 

47,718 46,880 

~- 

35,407 34,242 
98 263 

45,715 47,064 

59 189 
220 166 

(548) (683) 

556,657 523,067 

5,332 4,257 

150 
9 

109 

391 
2,322 

21 

NET PATRONAGE CAPITAL OR MARGINS 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 439,027 MWh to 10,199,017 MWh for the twelve-month period ended December 31, 201 1. Member sales revenue 
increased $25.7 million, or 6.0%, to $456.4 million for the twelw-month period ended December 31, 201 1, compared to $430 7 million in 2010, 
driven by higher sales to the aluminum smelters and the increase in member rates that took effect on September 1, 201 1 

SALES TO NON-MEMBERS increased 846,676 MWh to 3,056,108 MWh for the twek-month period ended December 31, 2011. This increase, partially 
offset by a 12.0% reduction in the market price of electricity, caused non-member electric sales revawe to increase 21.7%, to $102 0 million, for the 
twele-month period ended December 31, 201 1 compared to $83.8 million for 2010. 

PURCHASED POWER expense increased $19.7 million, or 94.7% to $40.5 million for the twelve-month period ended December 31, 2011, 
compared to 2010. This was due to a 131 3% increase in MWh purchased, partially offset by a 15 8% decrease in the average cost of purchased 
power resulting from a reduction in the market price of electricity. 

FUEL expense increased $19.0 million, or 8 0%, to $255 7 million for the twelwmonth period ended December 31, 201 1 compared to 2010 
lhis was due to a 4.8% increase in the price of fuel and 3.2% higher mlume 

3 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For the Fourth Quarter Ended December 31,2011 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash provided by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 

Accounts receivdble 
Inwntories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other -- Net 

Net cash provided by operating activities 

Three Months Ended December 31, 
201 1 2010 

9,664 11,116 
1,773 1,673 

(5,154) (5,644) 

7 (4,657) 
(7,393) (4,430) 
(3,s 1 5) (1,216) 

28 62 
1,345 3,426 
1,769 922 

(1,354) 212 - 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net (I 6,130) (1 6,636) 
Proceeds from Restricted Inwstments and Other Deposits and Inwstments 4,513 6,334 
Purchase of Restricted Inwstments and Other Deposits and lnwstments 0 67 

Net cash used in inwsting activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Debt Issuance Cost Bond Refunding 

- (11,617) (10,235) 

(1 5,094) (3,332) 
0 (2.002) 

Net cash used in financing activities (1 5,094) (5,334) 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (32,839) (17,631) 

CASH AND CASH EQUIVALENTS - Beginning of year 77,688 62,411 

CASH AND CASH EQUIVALENTS - End of year 44,849 44,780 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 9,060 9,250 

Cash paid in taxes 0 65 

4 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Years Ended Dececmber 31,2011 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash provided by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Rebenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inbentories 
Prepaid expenses 
Deferred charges 
Purchased power payable 
Accounts payable 
Accrued expenses 
Other - Net 

Twelve Months Ended December 31, 
201 0 - 201 I - 

5,600 6,991 

37,600 36,367 
6,884 6,499 
8,398 0 

( I  8,947) (23,953) 

672 

2,929 
1,251 

0 

2,798 
557 

(2,304) 

(2,721) 

Net cash provided by operating activities 38,599 29,086 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net (38,746) (42,682) 
Proceeds from Restricted Inbestments and Other Deposits and Inbestments 56,095 28,302 

Net cash used in inbesting activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Refunding 

Net cash used in financing activities 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 

CASH AND CASH EQUIVALENTS - Beginning of year 

CASH AND CASH EQUIVALENTS - End of year 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

Cash paid in taxes 

5 

17,349 (1 4,380) - -__-- 

(45,879) (1 21,354) 
0 83,300 

(1 0,000) 0 
0 10,000 
0 - (2,002) 

(55,879) (30,056) 

69 (15,350) 

44,780 60,130 

44,849 44,780 

31,441 3'7,268 

130 260 
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From: 
Sent: 
To: 
Subject: 

Mark Hite 
Thursday, August 23,2012 246 PM 
Billie Richert 
FW: Big Rivers Electric Corporation 

Mark A. Hite, CPA 
VP Accounting & interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@ bigrivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Friday, April 20,2012 7:34 AM 
To: 'Bodek, David' 
Subject: RE: Big Rivers Electric Corporation 

Understood. By the way, the smelters are currently operating in excess of full load, 867MW in March 2012 vs. the 
850MW contract demand. The rate they paid for March 2012 was apprax. $49/MWh, below that projected for this time 
in the so-called October 2008 "Unwind" financial model, the "decision" model. We'll work to provide the appropriate 
sensitivities to meet your needs. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
812-853-0405 (home) 
mhite@bigrivers.coE 

-----Original Message----- 
From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Thursday, April 19,2012 5:19 PM 
To: Mark Hite 
Subject: RE: Big Rivers Electric Corporation 
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Mark, 

Thanks for sharing this information and we are looking forward to receiving the utility's financial forecast. 

In light of the approximately 25% decline in aluminum commodity prices over the past 12 months and sharp increases in 
aluminum inventories, as part of our review, we are particularly interested in discussing with you Big Rivers' 
expectations for the performance of the smelter customers on  which Big Rivers depends for a substantial portion of 
revenues. 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
__ david bodek@standardandpoors.com 

-----Original Message----- 
From: Mark Hite [mailto:Mark.Hite@bigrivers.corn] 
Sent: Thursday, April 12,2012 2:49 PM 
To: Bodek, David 
Subject: Big Rivers Electric Corporation 

Good afternoon. Hope al l  is well with you. 

As we discussed a month or so ago via telephone and email, attached hereto is Big Rivers' 2011 audited financial 
statements and it's 2011 RUS financial and operating report. Also attached, as requested, are the 2011 audited 
financials for each of Big Rivers' 3 member distribution cooperatives (Meade County RECC, Jackson Purchase Energy 
Corporation, and Kenergy Carp.) and their 2011 RUS Form 7. 

Also as we discussed, will be emailing you Big Rivers' long-term financial forecast (2012-2026), in Excel format, by the 
end of April 2012. Based on these items, we'll commence the annual rating review process, striving to meet your timing. 

Comments welcome. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
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270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
812-853-0405 (home) 
mhite@ bigrivers.com 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed 
or copied. It may contain material of confidential and/or private nature. Any review, retransmission, dissemination or 
other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended 
recipient is not allowed. If you receive this message and the information contained therein by error, please contact the 
sender and delete the material from your/any storage medium. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client 
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this 
message is not the intended recipient, or an employee or agent responsible for delivering this message to the intended 
recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your 
computer. The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor, review and 
process the content of any electronic message or information sent to or from McGraw-Hill e-mail addresses without 
informing the sender or recipient of the message. By sending electronic message or information to  McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 

3 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 285 of 458 

http://bigrivers.com


Billie Richert 

From: 
Sent: 
To: 
Subject: 

Mark Hite 
Thursday, August 23,2012 2:45 PM 
Billie Richert 
FW: Big Rivers Electric Corporation 

Mark A. Hite, CPA 
VP Accounting & interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
m hite@ biPrivers.com 

-----Original Message----- 
From: Mark Hite 
Sent: Wednesday, May 02,2012 10:03 AM 
To: 'Bodek, David' 
Subject: RE: Big Rivers Electric Corporation 

On April 1,2011, Big Rivers opted to use the $35 million Transition Reserve investment account amount to pay down the 
RUS Series A Note. As you may recall, the Transition Reserve is an element of smelter one year termination/closure 
notice mitigatian. In the event of a smelter notice, the $35 million may be "clawed back" from RUS over 3 quarters, by 
avoiding the quarterly debt service payments, and the Transition Reserve investment account replenished. The reasons 
for Big Rivers' management opting to do so was that the investment account, comprised of  a pool of generally short- 
term investments, was yielding only approximately 77bp, whereas the RUS Series A Note bears a stated rate of 5.75%. 
The annualized benefit to Big Rivers was approximately $1.7 million. Big Rivers also voluntarily paid an additional 
prepayment on the RUS Series A Note in 2011, which it has since "clawed back". 

Shauld you desire additional information, please let me know. 

By the way, I intend to email you the "slide show" update and the financial forecast shartly. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting 84 interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
812-853-0405 (home) 
mhite@bigrivers.com 
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-----Original Message----- 
From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Wednesday, May 02,2012 9:47 AM 
To: Mark Hite 
Subject: RE: Big Rivers Electric Corporation 

Mark, 

The statement of cash flows in BREC's 2011 audit shows a principal payment of $45.9 million. The notes to the 2010 
financial statements indicate that the scheduled debt maturity for 2011 was to be $7.3 million. 

Did BREC refinance debt in 2011? Was it a redemption in connection with a refinancing that led to the additional $38 
million of principal repayment in 2011? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client 
communication or may otherwise be privileged and confidential and protected from disclosure. If the reader of this 
message is not the intended recipient, or an employee or agent responsible for delivering this message to the intended 
recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your 
computer. The McGraw-Hill Companies, Inc. reserves the right, subject to  applicable local law, to monitor, review and 
process the content of any electronic message or information sent to or from McGraw-Hill e-mail addresses without 
informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consentingto McGraw-Hill processing any of your personal data therein. 
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From: 
Sent: 
To: 
Subject: 

Mark Hite 
Sunday, December 23, 2012 11:OO AM 
Billie Richert 
FW: Big Rivers 

Mark A. Hik, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-256 1 (corporate) 
270.444-6 149 (office) 
270-577-6815 (mobile) 
niliite@,bimivers.com 

From: Mark Hite 
Sent: Friday, May 11, 2012 8:Ol PM 
To: Bodek, David (david-bodek@standardandpoors.com) 
Subject: Big Rivers 

*,"_______I_._____I___" __,l_l_l_,_ _____i____._____I_,_____ ___ I__ .l_______._l_l__.. - .-- --. ... 

Haven't heard from you since emailing you the updated Big Rivers overview PowerPoint and the 15-year financial 
forecast on May 3,2012. Wanted to ensure you received them. Please confirm. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6 149 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
mhite@,biIr;rivers.com 
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From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 10.59 AM 

FW: Big Rivers - 1st Qtr 2012 Financial Report 
Big Rivers 1st Qtr 2012 Financial Report - 5-21-12.pdf 

Mark A. tlite, CPA 
VP Accouiiting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson? KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-681 5 (mobile) 
rnl6 te@,b igr ivers .corn 

"_.~ "___ . , -. -, . _..._.._. .__.. ". __ _. .. . ..I..-_.. .._I_ ... ...-. ....__..-.I.. --. __.I..̂.I" -._I__._--. --- 
From: Mark Hite 
Sent: Monday, May 21,2012 4:lO PM 
To: Bodek, David (david-bodek@standardandpoors.com) 
Subject: Big Rivers - 1st Qtr 2012 Financial Report 

Please see the attached, a condensed Big Rivers lSf Qtr 2012 Financial Report. 

Contact me with any questions you may have. 

Thank you, 
Mark  

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, K Y  42420 
270-827-256 1 (corporate) 
270-844-6149 (office) 
270-577-68 15 (mobile) 
812-853-0405 (home) 
rnhite@,bigrivers.com 
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Your Touchstone Encrgy” Cooperative 6 3 2 7  

2012 First Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: May 21, 2012 

st. 
H e n d e  rso n, /<e n t  u c Icy 4242. 

one: 270- 

,big rivers .corn 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands$ 

March 31, March 31. 
ASSETS 2012 2011 

TOTAL UTILITY PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 
TOTAL UTlLrrY PLANT 
ACCUM PROVISION FOR DEPR & AMORT 

NET UllLITY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL. 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASU - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 

FUEL STOCK 

PREPAYMENTS 
OTHERCURRENT&ACCRUEDASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

UNMORT DEBT DISC & EXTRAORD PROP LOSS 
OTHERDEFERREDDEBIE 

ACCOUNTS RECEIVABLE - OTHER NET 

MATERIALS & SUPPLIES - OTHER 

TOTAL ASSETS AND OTHER DEBITS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENTYEAR 
NONOPERATING MARGINS -PRIOR YEAR 
NONOPERATING MARGINS - CURRENT YEAR 
OTHER MARGINS & EQUITIES 

TOTAL. MARGINS & EQUITIES 

LONG-TERM DEBT - RUS 
LONG-TERM DEBT - OTHER 

TOTAL LONG-TERM DEBT 

ACCOUNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERRED CREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,979,276 
60,033 

2,039,309 
(946,277) 

1,093,032 

3,677 
685 

15 
159,854 

164,231 

6 
573 

49,461 
41,620 

(425) 
34,868 
25,893 
3,347 

486 

155,829 

2,299 
1,867 

1,417,258 

(241,898) 
(2,122) 

638,998 
18 

(7,279) 

387,717 

653.668 
142,100 

795,768 

28.908 

9,220 
6,923 

46,455 

163,725 
23,593 

1,417,258 

I ,404 

1,962,336 
43,362 

2,005,698 
(918,033) 

1,087,665 

3,642 
685 

15 
178.254 

182,596 

6 
572 

91,375 
38,697 

(471) 
29.130 
23,796 
2,933 

860 

187.098 

2,160 
1,205 

1,460,724 

(247,339) 
(188) 

638,838 
90 

(4,923) 

386,478 

684,954 
142.1 00 

827,054 

27,087 
1,118 
9,605 
7,758 

45,568 

181.988 
19,636 

1,460,724 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE Increased $16.9 million to $2 0 billion as of March 31, 2012 
This increase resulted from construction projects to maintain generation, transmission and 
communication capabilities 

TEMPORARY INVESTMENTS decreased $41 9m primarily due to prepaying RUS Debt 

SPECIAL FUNDS decreased $18.41~1 as of March 31, 2012 This decrease resulted from the use 
of the resem funds set up for non-smelter member rate mitigation 

LONG-TERM DEBT decreased $31.3 million as of March 31, 2012, primarily due to pre-paying 
RUS debt. 

DEFERRED CREDITS decreased $18.3 million as of March 31,2012. primarily due to the 
use of the reserw funds set up for non-smelter member rate mitigation. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

Three Months Ended March 31, 
2012 2011 

3 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTO/ISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSEADMINISTRATWE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPREClATlON & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDUCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERAING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 

NET PATRONAGE CAPITAL OR MARGINS 

OTHER NON-OPERATING INCOME - NET 

134,100 133,601 
1,205 624 

135,305 134,225 

- 

11,820 12,149 
49,722 56,326 
31,526 25,861 
2,409 2,250 

659 580 
T 04 100 

6 0 
6,722 6,796 

102,968 104,062 

12,134 

40 
I ,055 

9,417 
924 

2 

13,229 

10,176 
1 

11,257 

0 
41 

137,472 

(2,167) 

18 
0 

45 

(200) 

10,343 

8,681 

11,611 

59 
79 

134,510 

(285) 

86 
4 

97 

(2) 

(323) 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 172,558 MWh to 2,660,030 MWh for the three-month period ended March 31, 2012. 
Member sales rewnue increased $18.9 million, or 17.5%, to $127.0 million for the three-month period ended 
March 31, 2012, compared to $108.1 million in 2011, driwn by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 2011. 

SALES TO NON-MEMBERS decreased 477,250 MWh to 271,767 MWh for the three-month period ended March 31, 
2012. This decrease, along with a 23.4% decline in price, caused non-member electric sales rewnue to decrease 
72.2%, to $7.1 million, for the three-month period ended March 31, 2012 compared to $25 5 million for 2011. 

PURCHASED POWER expense increased $6 7 million, or 85 8% to $14.5 million for the three-month periad ended 
March 31, 2012, compared to 2011, This was due to a 124 9% increase in MWh purchased, partially offset by a 17.4% 
decrease in the average cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $7.0 million, or 11.0%, to $56.4 million for the three-month period ended March 31, 2012 
compared to 201 1, The decreased fuel expense was primarily driMtn by lower generation as the sotter power market 
drow economic purchases. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended March 31, 2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash provided by 

operating activities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Revenue 
Changes in certain assets and liabilities: 

Accounts receimble 
Inventories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash provided by operating activities 

Three Months Ended March 31, 
201 I - 201 2 __. 

10,752 9,183 
1,774 1,661 
7,596 8,397 

(5,711) (4,4 5 5) 

2,152 6,086 
(1,572) 7,620 
1,618 604 

29 23 
(1,417) (421 1) 
(2,731) (3,279) 
1,514 (58) 

11,900 21,473 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net (11,999) (5,301) 
Proceeds from Restricted Investments and Other Deposits and Investments 4,716 40,428 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Refunding 

Net cash used in financing activities 

35,127 (7,283) -. 

0 0 
0 0 

0 0 
0 0 

0 (1 0,000) 

0 (10,000) - 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 4,617 46,600 

CASH AND CASH EQUIVALENTS - Beginning of quarter 

CASH AND CASH EQUIVALENTS - End of quarter 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

44,850 44,780 - 
49,467 91,380 

2,514 3,027 

Cash paid in taxes 0 0 

4 
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From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Sunday, December 23,2012 10:59 AM 

FW: Big Rivers Electric Corporation 
Big Rivers Electric Corporation Disclosure Statement (7-12-12).pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (off ice) 
270-577-6815 (mobile) 
mhite@ bigrivers.com 

-----0 rigi n a I Message----- 
From: Mark Hite 
Sent: Friday, July 20,2012 2:03 PM 
To: Bodek, David (david-bodek@standardandpoors.com) 
Cc: Billie Richert 
Subject: Big Rivers Electric Corporation 

In connection with your annual rating review and update of Big Rivers, attached hereto is an updated Disclosure 
Statement. Hope to hear from you soon. 

Thanks, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
mhite@bigrivers.com 
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BIG RIVERS ELECTRIC CORPORATION 

INTRODUCTION 

6eneral 

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. See “MANAGEMENT’S 

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.” 

The Company currently operates as a taxable cooperative. 
DISCIJSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESTJLTS OF OPERATIONS - 

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 201 1, 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 201 1 
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 201 I decreased by 2.0% from 2010. Rural loads in 201 1 
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 201 1 ,  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 

G??:ktkb. 2012-00492 
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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 (Le., 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 3 1,20 1 1, the Members 
served approximately 1 13,000 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 1 1 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.”’’). 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”). IJnder 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, WICEC 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 IJnwind took place on July 16,2009. 

Summary of Major Provisions of Unwind 

In connection with the closing of the IJnwind, 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. 

0 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 $1 57 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, 
file1 oil, lime, limestone and spare parts, and materials and supplies. The value of these items 
was approximately $55.0 million. 

e 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 (“SOz)y) allowances allotted by the 
United States Environmental Protection Agency (“EPAyy) with a fair market value of 
approximately $1 .O million on July 16,2009. 

e 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-LJnwind Unwind Close Post-Unwind 
Debt Instrument 

RUS Series A Note 
RIJS Series B Note 
LEM Settlement Note 
PMCC Note 
County of Ohio, Kentucky, promissory note (1983 Series) 

County of Ohio, Kentucky, promissory note (2001A Series) 
1983 Series Pollution Control Bonds 

2001A Series Pollution Control Bonds 

Balance Transaction 
(In millions of dollars) 

$ 7400 $140 2“’ 
106 5 0 0  
15 4 15 4G) 
12 4 12 4O’ 
58 8 0 0  

83 3 0 0  

$1,016.4 $168.0 

Balance 

$599 8 
106 5 

0 0  
0 0  

58 8 

83 3 

$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 [Jnwind 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 31,201 1. 

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 TJnwind. 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. 

ower Contracts with Members 

Each of Meade, Jackson Purchase and Kenergy is party to a wholesale power contract with Big 
Rivers (the “All Requirements Contracts”) providing that Big Rivers sells and delivers to the Member, 
and the Member purchase and receive from Big Rivers, all the electric power and energy which the 
Member requires for the operation of the Member’s system (except Kenergy’s requirements for the 
Smelters) to the extent that Big Rivers has power and energy and facilities available. The term of each 
All Requirements Contract extends through December 3 1,2043 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 3 1,2043, 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 
RIJS 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 (4.5) 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 REGIJLATION - 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 8.50 MW that is necessary for Kenergy to supply its contractual obligations to the Smelters 
through December 3 1,2023. These agreements are exceptions to the “all requirements” obligations in the 
All Requirements Contracts with Kenergy. See ‘‘THB SMELTER AGREEMENTS” and APPENDIX D 
- “SIJMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.” 

Existing Generation and Transmission Resources 

The Company owns interests in seven base load coal-fired generating units and one oil- or natural 
gas-fired combustion turbine generating unit, all of which are in commercial operation. These units 
provide the Company with approximately 1,444 MW of capacity. See “GENERATION AND 
TRANSMISSION ASSETS - Generation Resources” for a discussion of the Company’s existing 
generation facilities. The Company also has a variety of purchase arrangements, including the Station 
Two Power Sales Contract with the City of Henderson and a contract with (the “SEPA Contract”) the 
Southeastern Power Administration (“SEPA”), which together supply the Company with up to 375 MW 
of power. The Company purchases 197 MW from HMP&L pursuant to the Station Two Power Purchase 
Agreement and up to 178 MW under the SEPA Contract. The Company normally uses its entitlement 
under the SEPA Contract for peaking; however, as a result of problems with certain dams on the 
Cumberland River hydro system, the Company’s capacity entitlement has been suspended and the 
Company currently is receiving only energy. See “GENERATION AND TRANSMISSION ASSETS - 
Other Power Supply Resources” for a discussion of the Company’s power purchase arrangements. The 
Company also owns 1,266 miles of transmission lines and 22 substations and has additional access to 
approximately 100 MW of firm transmission service through an agreement with another utility. The 
Company is a participant in the Midwest Independent System Operator, Inc. (“MISO”). MISO is a non- 
profit regional transmission 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 (,ckVy’). 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 3 1, 201 1 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 3 1 , 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 RESUI;TS OF OPERATIONS.” 

BIG RIVERS 
STATEMENT OF REWNIJES AND EXPENSES 

(dollars in thousands) 

Year Ended December 31, 
(Audited) 

Operating revenues 
Member tariff electric energy revenues 
Other electric energy revenues 
Lease revenue 
Other operating revenues 

Total operating revenues 

Operating expenses 
Operations 

Fuel for electric generation 
Power purchased and interchanged 
Production, excluding fuel 

Transmission and other 
Maintenance 
Depreciation and amortization 

Total operating expenses 

Electric operating margins 

Interest expense and other 
Interest, net of capitalized interest 
Interest on obligations related to long-term 
lease 
Amort of loss from termination of lease 
Income tax expense 
Other, net 

Total interest expense and other 

Operating margin before non-operating 
margin 

Non-operating margin 
Interest income on restricted investments 

under long-term lease 
Gain on ‘Vnwnd” Transaction 
Interest income and other 

Total non-operating margin 

Net margin 

2011 

$456,351 
102,021’ 

--- 
3,617 

561,989 

226,229 
112,262 
50,410 

39,085 
47,718 
35,407 

511,111 

50,878 

-- 

45,226 

--- 
-_- 

100 
220 

45,546 

5,332 

_-_ 
--- 

268 
268 

$5,600 

2007 - 2010 2009 2008 --- 
$432,100 $259,579 $1 14,5 13 $113,281 

82,390 67,151 90,006 148,61 I 
_-- 32,027 58,423 58,265 

9,713 12,834 14,603 10,239 
527,324 373,360 273,18 1 329,870 

~- I-.--- 

207,749 80,655 --- _-_ 
99,421 116,883 114,643 169,768 
52,507 22,381 -_- -__ 

35,273 35,444 28,600 27,196 
46,880 29,820 4,258 4,240 
34,242 32,485 31,041 30,632 

476,072 3 17,668 178,542 231,836 

5 1,252 55,692 94,639 98,034 

- 

46,570 59,898 65,719 60,932 

--_ _.- 6,991 9,9 19 
--_ 2,172 811 --- 

259 1,025 5,934 _-- 
166 112 123 103 

46,995 63,207 79,578 70,954 

4,257 (7,515) 15,061 27,080 

--_ _-_ 8,742 12,481 
--- 537,978 ___ -_- 

2,734 867 4,013 7,616 
2,734 538,845 12,755 20,097 

$6,991 $531,330 $ 27,816 $ 47,177 
P P ._-- 

Includes Domtar cogenerator backup power revenues. 1 
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BALANCE SHEET 
(dollars in thousands) 

Assets: 
Iltility 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 lnterest 

Total current liabilities 

Deferred credits and other 

Regulatory liabilities - Member rate mitigation 

Other 

Total deferred credits and other 

December 31, 
(Audited) 

2011 2010 2009 

$1,092,063 
- 

163,162 

5,911 

44,849 

44,287 

33,894 

25,295 

4,217 

152,542 

4,244 

$1,417,922 

$389,820 

714,254 

1,104,074 

72,145’ 
- 

1,878 

28,446 

10,380 

9.899 

$1,09 1,566 
- 

217,562 

5,473 

44,780 

45,905 

37,328 

23,218 

2,502 

153,733 
I___- 

3,851 

$1,472,185 

$386,575 

809,623 

1,196,198 

7,373 

10,000 

1,516 

29,782 

10,627 

11.134 

$1,078,274 
I 

243,225 

5,342 

60,290 

47,493 

37,830 

20,412 

3,233 

169,258 
- 

9,384 

$1,505,483 - 

$379,392 

834,367 

1,2 13,759 

14,185 
- 

3,362 

30,657 

9,864 

9.097 

122,748 70.432 67.165 

169,001 

22,099 

191.100 
- 

185,893 

19,662 

205.555 
-- 

207,348 

17,211 

224.559 

$1.417.922 $1.472.1 85 $1.505.483 

Includes $60 million due to the RTJS by October 1,2012, that the Company intends to refinance with the proceeds 
of certain bank loans. 
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CAPITALIZATION 

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

December 31, 
(Audited) 

2011 
(in thousands) 

Long-Term debt: 
Secured by the Mortgage Indenture 

$521,250 RIJS Series A Note 
RlJS Series B Note 123,049 
1983 Series Pollution Control Bonds 58,800 

83,300 2001A Series Pollution Control Bonds 

Total long-term debt $786,399 
Less current portion 72, 1453 
Total long-term debt, excluding current portion 714,254 

Accumulated Margins 397,098 
Other Equities and Accumulated Other Comprehensive Income (7,278) 

Total Equities $389,820 

$1,104,074 

-- 

Equity: 

Total capitalization 

[Remainder of page intentionally left blank] 

Includes $60 million due to the RUS by October 1,2012, that the Company intends to refinance with the proceeds 
of certain bank loans. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCLAL CONDITION AND RESULTS OF OPERATIONS 

Caution Regarding Forward Looking Statements 

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

TJnder the TJnwind, the Company obligated itself to reduce the maximum permitted balances of 
its RTJS 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 RTJS Series A Note. 
Big Rivers plahs 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 RTJS 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 RTJS 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 M F I  Ratio (as defined herein under the caption 
“Cooperative Operations - Coverage Ratio”) of 1.10 for 20 12, 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 3 1,20 1 1 ,  Big Rivers achieved net margins 
of approximately $5.6 million and the MFI Ratio was 1.12. 

Critical Accounting Policies 

General 

The Company prepares its financial statements in conformity with accounting principles 
generally accepted in the IJnited 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 ofAccounting Policies and Estimates 

The application of accounting policies and estimates is a continuing process. As the Company’s 
operations change and accounting guidance evolve, its accounting policies and estimates may be revised. 
The Company has identified a number of critical accounting policies and estimates that require significant 
judgments. The Company bases its judgments and estimates on experience and 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 RIJS Bulletin 1767B-1, as adopted by the KPSC. These regulatory agencies retain 
authority over the Company and periodically issue orders and instructions on various accounting and 
ratemaking matters. The Company’s operations meet the criteria for application of regulatory accounting 
treatment. As a result, the Company records approved regulatory assets and liabilities that result from the 
regulated ratemaking process that would not ordinarily be recorded under Generally Accepted Accounting 
Principles. The Company had no Regulatory Assets at December 31, 201 1 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 3 1 , 201 1. 

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 3 1 , 201 1. 

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 1,20 1 1. 

On March 1, 20 11, 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 17,201 1, resulted in an 11% increase in depreciation expense and 
became effective December 1,20 1 1. 
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Accounting for Income Taxes 

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

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

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

At December 31, 2011, the Company reported deferred tax assets of $53.9 million, of which 
$12.8 million related to net operating losses and $19.7 million related to the RUS Series B Note. At 
December 31, 201 1, accrued net operating losses totaled $32.4 million, expiring at various times 
between years 20 1 1 and 203 1. Additionally, at December 3 1, 20 1 1, 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 3 1,20 1 1, 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, 201 1, 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 

Covenants.” 
APPENDIX C - “SUMMARY OF CERTAIN PROVISIONS OF THE MORTGAGE INDENTURE - 

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 RIJS 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 T I E  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 201 1 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 201 1, $44.05 per MWh for 2010 and $46.22 per MWh for 2009. 

Rural Member sales include residential and commercial loads. The 201 1 rural Member sales 
reflect a . l  1 million MWh decline or a 4.44% decrease from 2010. This decline is attributable to the mild 
weather in 201 1. 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) 

Rural Member .................................. 
2010 2009 2011 

2.37 2.48 2.24 
_.___.- 

Industrial Member* .......................... 0.97 0.93 0.92 
Smelter (Pre-TJnwind) ...................... 0.00 0.00 0.58 
Smelter (Post-TJnwind). .................... 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 Nan-Members in megawatt-hours for 201 1, 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 201 1 reflect a .85 million MWh 
or 38.46% increase from 2010 due to a full year of MISO membership. The 2010 Nan-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 .............................. 3.06 2.21 1.17 

*Includes Domtar cogeneration backup power. 

Other Revenue 

The table below sets forth the Other Revenue for 201 1, 2010 and 2009. After the closing of the 
TJnwind 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 Nan-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) 

2009 -~ 2010 
~ 

2011 
Lease revenue. ........................... --- --- $32,027 

$3,617 $12,834 $46,630 
Other operating revenue ............ $3,617 $12,834 14,603 

I.-- 

Operating Expenses 

The table below sets forth the Operating Expenses for 201 1 , 2010 and 2009. Fuel, production 
and maintenance expenses in 20 1 1 were $17.2 million or 5.6 1 % higher than in 20 10. 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 TJnwind 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 201 1 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 
Fuel for electric generation ................................... $226,229 $207,749 
Power purchased and interchanged ....................... 112,262 99,42 1 
Production, excluding fuel 50,4 10 52,507 
Transmission and other 39,085 35,273 

.................................... 
......................................... 

Maintenance .......................................................... 47,7 18 46,880 
Depreciation .......................................................... 35,407 34,242 

$51 1,111 $476,072 

2009 
$ 80,655 

1 16,883 
22,381 
35,444 
29,820 
32,485 

$3 17,668 

Interest and Other Charges 

The table below sets forth Interest and Other Charges for 201 1, 2010 and 2009. The Company 
paid RUS $140.2 million at closing of the LJnwind, which served to decrease the Company’s interest 
expense going forward. The Company continued to make debt service payments in 2010 and 201 1, 
including utilizing the $35 million from the Transition Reserve to prepay the RTJS Series A Note in 20 1 1. 

Interest and Other Charges 
(in thousands) 

2011 2010 2009 
Interest, net of capitalized interest ......................... $45,226 $46,570 $59,898 
Amort. of loss from termination of lease .............. 2,172 
Income tax expense ............................................... 100 259 1,025 
Other, net 220 166 112 ............................................................... 

$45,546 $46,995 $63,207 

Operating Margin 

The table below sets forth the Operating Margin for 20 1 1, 20 10 and 2009. Operating Margin for 
201 1 was $1.1 million or 25.25% higher than 2010. During 201 1 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, 201 1. During 201 1 Big Rivers also completed its first full year 
of membership with MISO. The MIS0 administration fees largely offset the increase in net sales margin 
in 201 1. Operating Margin for 2010 was $1 1.8 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 P1ant”)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 ...................... $5,332 $4,257 $(7,5 15) 

Non-Operating Margin 

The table below sets forth the amount of Non-Operating Margins for 201 1, 2010 and 2009. The 
Non-Operating Margin in 20 1 1 included interest income and patronage allocations. In addition to interest 
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income and patronage allocations, the Nan-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 Erom the closing of the 
Unwind. 

Non-Operating Margin 
(in thousands) 

2010 2009 

Interest income and other 268 $2,734 867 
$268 $2,734 $538,845 

- 2011 
Gain on Unwind .................................. - $537,978 

--- - - ~  .................... 

Net Margin 

The 201 1 net margin was $1.4 million or 19.90% lower than 2010. Three items account for the 
majority of the decline in 201 1 net margin. First, 201 1 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 201 1. This is principally due to the Member rate 
increase and higher Smelter and off-system sales volumes in 20 1 1, 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 
$53 1.3 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 20 10 net margin. First, interest expense reflected a $1 6.2 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. 

(in thousands) 

2011 2010 2009 
Net Margin ..................................... $5,600 $6,991 $53 1,330 

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, 
20 1 1, from $1,472.2 million as of December 3 1, 20 10. The primary reasons are that in 201 1 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, 20 12 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 
RIJS Series A Note with the proceeds of a bank loan. 

Operating revenues for the year ended December 31, 201 1, 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, 20 1 1. Operating expenses for 20 1 1 
increased to $51 1.1 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 201 1, a $1.4 
million decline from 2010 primarily due to a full year of MIS0 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 
$1,5055 million as of December 3 1, 2009, reflecting a voluntary prepayment of $23.9 million in 20 10 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 3 1, 2009, as a result of the first full year of operation after the Unwind. Operating 
expenses for 2010 increased to $476.1 as cornpared to $3 17.7 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 $1,5055 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 3 1, 2009 increased $1 19.6 million from that 
of 2008 as a result of the IJnwind. 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 3 1, 2008, again reflecting compensation to the Company in connection with the 
IJnwind. 

Operating revenues for the year ended December 3 1, 2009 were $373.4 million as compared to 
$273.2 million for the year ended December 3 1, 2008 as a result of the increase in sales to the Smelters 
after the Unwind Operating expenses for 2009 increased to $3 17.7 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 $53 1.3 million in 2009 compared to $27.8 million in 2008, primarily a result 
of the Unwind. 

Liquidity and Capital Resources 

At December 3 1, 201 1, 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 20 12. 

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 

Executive Overview.” 
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS - 

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 ofBig 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 $159,6 14,015 $192,498,438 $1 15,687,363 $550,426,427 

*Excludes the City’s share ojStation Rvo 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”) LJnits 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 20 13 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 20 12 through 20 15 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 3 1, 201 1 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 RIJS Series B Note ($123.0 
million), and two pollution control issues (totaling $142.1 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 3 1, 201 1 were as 
follows: 

Payments Due by Period 

- Total - 2012 - 2013 - 2014 - 2015 Thereafter 
(in millions) 

Long-Term Debt“”’) $786.4 $72.1 $79.3 $21.7 $23.0 $590.3 

(1) In the operation of its business the Company has various other contracts for the purchase of electricity that are not included in 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 RIJS 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 setting 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 REGITEATIONS 

Genera 1 

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 IJnwind Transaction, the KPSC stipulated that Big Rivers file a rate 
case within three years of the IJnwind closing date or by July 2012. On March 1, 201 1, 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, 201 1, 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, 201 1). 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 (Le., 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 ikom 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 filture 
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 SO2 emissions 
using a cap-and-trade program reducing allowable emission rates and allocating emission allowances to 
power plants for SO2 emissions based on historical or calculated levels. The Company has sufficient SO2 
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 (‘cCAIR”), which was promulgated by 
the EPA in March 2005 to reduce nitrogen oxides (“NO;’) and SO1 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, 201 1, 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 201 2-20 13 timeframe. 

The CSAPR is being challenged in the D.C. Circuit. On December 30,201 1, 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 SO2 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 201 8. 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 15,20 1 1. 
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On February 16, 20 12, 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 (Le., 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 environmental permits for these projects. 

Multi-Pollutant Legislation. In recent years, bills proposing mandatory emission reductions of 
NO,, SO2 and mercury and in some cases, carbon dioxide (“CO~y), 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 fiiture. The 
Company cannot predict whether it or similar multi-pollutant legislation will ultimately become law. As 
a result, 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 1.5, 200.5, 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’), SO2 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 2.5, 2008. Kentucky 
submitted revisions to its regional haze SIP revisions to EPA on May 28,2010. On March 30,2012, EPA 
issued a final rule concluding its review of Kentucky’s regional haze SIP revisions. In that final rule, 
EPA issued a limited approval of the revisions, which results in approval of Kentucky’s entire regional 
haze SIP and all the elements. The EPA also issued a limited disapproval of the SIP revisions to the 
extent that the revisions rely on the CAIR program to address the impact of emissions from Kentucky’s 
fossil-fuel-fired electric utility steam generating units. The issuance of the limited disapproval provides 
EPA with the authority to issue a federal implementation plan (‘‘FIP”) at any time. 

On December 30, 201 1, EPA proposed to find that the trading program in the CSAPR would 
achieve greater reasonable progress towards visibility goals than would BART in the states in which 
CSAPR applies. Based on this proposed finding, EPA also proposed to revise the regional haze rule to 
allow states to substitute participation in the CSAPR trading programs for source-specific BART. In 
order to address the deficiencies in SIPs that rely on their participation in CAIR to satisfy certain regional 
haze requirements, EPA also proposed a FIP, which allow states to replace reliance on the CAIR 
requirements in those SIPs with reliance on the CSAPR as an alternative to BART. EPA has not taken 
final action on this proposed rule yet. 

OHStJSA:750982154 2 26 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Parre 324 of 458 



Under Kentucky’s regional haze SIP, the Company’s facilities are exempt fkom the requirement 
to install BART for SO2, NO, and PM emissions. The exemption for SO2 and NO, emissions is based on 
Kentucky’s participation in the CAIR program. Because the CAIR program was invalidated, states 
cannot rely on their participation in the CAIR program as a substitute for meeting BART requirements. 
As discussed above, EPA has proposed to allow states subject to CSAPR to rely on their participation in 
the CSAPR trading programs to substitute source-specific BART. If that rule is not finalized, states, 
including Kentucky, may have to evaluate SO2 and NO, emissions from fossil-fuel-fired electric utility 
steam generating units, including Big Rivers’ facilities. It is therefore possible that the Company will be 
required to install BART for SOz and NO, emissions at certain facilities. The determination under the 
regional haze SIP to exempt the Company’s facilities from BART for PM emissions was based on air 
quality modeling information submitted by the Company in May 2007. At that time, the modeling 
information showed that PM emissions from the Company’s facilities were not contributing to regional 
haze at any Class I area. 

National Ambient Air Quality Standards. The Clean Air Act also requires EPA to establish 
NAAQS for certain air pollutants. When a NAAQS has been established, each state must identify areas 
in its state that do not meet the EPA standard (known as “non-attainment areas”) and develop regulatory 
measures in its SIP to reduce or control the emissions of that air pollutant in order to meet the standard 
and become an “attainment area.” EPA is in the process of reviewing NAAQS for certain air pollutants 
that are emitted by power plants including NO,, SO2, ozone, and PM. When a stricter NAAQS is 
finalized and becomes effective, air pollution sources including power plants, could face stricter emission 
standards. The impact of any new standards under the NAAQS program will depend on the final federal 
regulations and resulting revisions to Kentucky’s SIP, so Big Rivers cannot determine such impacts at 
this time. 

Opacity. PM emissions from the Company’s facilities have, in the past, resulted in notices of 
violation and occasional complaints from neighbors and local government agencies. The complaints have 
declined in recent years, following the installation of SCR and/or FGD air pollution controls at the Wilson 
Plant, the Green Plant, the Henderson Plant and the Coleman Plant. Even though there have been 
improvements in some of the emissions characteristics, plume opacity and other impacts may continue to 
arise in connection with the installation and the operation of the SCR and FGD controls. Additionally, 
the scrubbed units at the Green, Coleman and Wilson plants are “wet scrubbed” units with “wet stacks.” 
A phenomenon commonly associated with wet scrubbers is the occasional and unexpected appearance of 
a visible plume that begins some distance after the exhaust exits the stack. The actual cause of the plume 
is unknown. The Company continues to monitor the occurrence of the plumes and address notices of 
violations or other agency actions as they arise. Although no material fines or penalties have been 
assessed against the Company, the Company has sought permit amendments to address this issue. It is 
possible that additional investment or pollution controls may be required to reduce these impacts. 

New Source Review. In 1999-2000, the U.S. Justice Department, acting on behalf of the EPA, 
filed a number of complaints and notices of violation against multiple utilities across the country for 
alleged violations of the New Source Review (“NSR”) provisions of the Clean Air Act. Generally, the 
government alleged that projects performed at various coal-fired units were major modifications, as 
defined in the Clean Air Act, and that the utilities violated the Clean Air Act when they undertook these 
projects without obtaining major source permits under the Prevention of Significant Deterioration 
(“PSD’) and/or Title V programs. As part of the enforcement effort, the EPA also sent requests for 
information letters to numerous other utilities requesting extensive and detailed information on the repairs 
and modifications made by those utilities to their coal fired boilers. In 2000, WKE received an 
information request from EPA, when it was the operator of the facilities, and WKE submitted the 
requested information to EPA. To date, EPA has not requested any additional information. 

OHSUSA:750982154 2 27 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 325 of 458 



In 2007, the U.S. Supreme Court upheld EPA’s definition of a major modification as one that 
increases the actual annual emission of a pollutant from a facility above the actual average for the two 
prior years, and, under President Obama’s administration, EPA has announced plans to enforce the NSR 
provisions. The Company cannot predict whether EPA or other governmental authorities will consider 
any of the past maintenance projects or capital improvements at its facilities to have violated NSR 
requirements as a result of the uncertain interpretation of this program and recent court decisions. If 
violations are established, the Company could be required to install new pollution control equipment in 
addition to the modifications that have already been completed or planned, and be liable for other 
payments or penalties. 

Global Climate Change 

COz, a major constituent of emissions from fossil-fuel combustion, and other greenhouse gases 
(“GHG”) are generally believed to be linked to global warming resulting in climate change. Control of 
such emissions is the subject of debate in the United States, on local, state and national levels. In the 
United States, no federal legislation limiting GHG emissions has yet been enacted, but there have been 
significant developments relating to monitoring and regulation of GHG emissions by EPA, certain state 
governments and regional governmental organizations. In addition, the United States Congress is 
considering federal legislation that could impose a cap-and-trade system or other measures to reduce 
GHG emissions, such as carbon tax. 

EPA Regulatory Action under the Clean Air Act 

On April 2, 2007, the LJnited States Supreme Court issued a decision in Massachusetts v. EPA 
holding that EPA has the authority to regulate GHG emissions under the Clean Air Act. Air pollutants, 
including GHGs, which are regulated by actually controlling emissions under any Clean Air Act program, 
must be taken into account when considering permits issued under other programs, such as the PSD 
Permit Program or the Title V Permit Program. A PSD permit is required before commencement of 
construction of new major stationary sources or major modifications of such sources and contains 
requirements including but not limited to the application of BACT. Title V permits must be applied for 
within one year a source becomes subject to the program. Title V permits are operating permits for major 
sources that consolidate all Clean Air Act requirements (arising, for example, under the Acid Rain, New 
Source Performance Standards, National Emission Standards for Hazardous Air Pollutants, and/or PSD 
programs) into a single document, provide for review of the documents by EPA, state agencies and the 
public, and contain monitoring, reporting and certification requirements. 

On May 13, 2010, EPA issued a final rule for determining the applicability of the PSD and Title 
V programs to GHG emissions from major stationary sources. The rule, known as the “Tailoring Rule,” 
establishes criteria for identifying facilities required to obtain PSD permits and the emissions thresholds 
at which permitting and other regulatory requirements apply. The applicability threshold levels 
established by this rule include both a mass-based calculation and a metric known as the carbon dioxide 
equivalent, or ccC02e”, which incorporates the global warming potential for each of the six individual 
gases that comprise the collective GHG defined by EPA. The Tailoring Rule established two initial steps 
for phasing in the GHG permitting requirements and indicated a third phase would be established at a 
later date. 

The first step became effective on January 2, 201 1, and requires sources subject to PSD and/or 
Title V permits due to their non-GHG emissions (such as fossil-fuel based electric generating facilities for 
their NO,, SOz and other emissions) to address GHG emissions in new permit applications or renewals. 
Construction or modification of major sources will become subject to PSD requirements for their GHG 
emissions if the construction or modification results in a net increase in the overall mass of GHG 
emissions exceeding 75,000 tons per year (“tpy”) on a COze basis. New and modified major sources 
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required to obtain a PSD permit would be required to conduct a BACT review for their GHG emissions. 
According to EPA guidance, most of the initial permitting decisions will focus on improved energy 
efficiency. 

With respect to Title V requirements under the first step of the Tailoring Rule, effective January 
2, 201 1, sources required to have Title V permits for non-GHG pollutants are required to address GHGs 
as part of their Title V permitting. When any source applies for, renews, or revises a Title V permit, 
Clean Air Act requirements for monitoring, recordkeeping and reporting will be included in the renewed 
permit. This part of the rule does not create any new emissions controls or limitations for GHGs; it only 
creates the requirement for these sources to monitor, record and report their GHG emissions. In the 
Tailoring Rule, EPA notes that the existing requirements created by the October 30, 2009, final rule for 
mandatory monitoring and annual reporting of GHGs from various categories of facilities including 
electric generating facilities will generally be sufficient to satisfy these new Title V requirements. The 
GHG monitoring and reporting rule requires facilities to have begun data collection on January 1 , 20 10. 
On March 18,20 1 1 , EPA issued a final rule extending the deadline to submit the first annual reports from 
March 31, 2011, to September 30, 201 1. The second step of the Tailoring Rule was effective July 1, 
201 1, and is applicable to new facilities or modification to existing facilities that exceed certain GHG 
emission thresholds, even if the facility is not subject to PSD or non-GHG emissions. The second phase 
requirements apply to any new, major sources as well as to any major modification of existing facilities, 
depending on their levels of emissions of both GHG and non-GHG pollutants 

On March 8, 2012, EPA’s proposed rule for the third step in the Tailoring Rule was published. 
EPA proposes to maintain the applicability thresholds for GHG-emitting sources at the current levels. 
EPA also proposes two permitting streamlining approaches to improve the administration of the PSD and 
Title V permitting programs. 

In addition to the PSD permit program, EPA is also in the process of developing a GHG 
regulatory program under the NSPS provisions of the Clean Air Act. On December 23, 2010, EPA 
entered a settlement agreement and agreed to issue NSPS and emission guidelines for GHG emissions 
from new and modified fossil-fuel-fired fossil-fuel-fired electric utility steam generating units. On April 
13,2012, EPA’s proposed rule for standards of performance for GHG emissions for new fossil-fuel-fired 
electric utility steam generating units was published. EPA may issue more rulemakings in order to meet 
the terms of the settlement agreement. 

The Company’s costs of compliance with these new regulations are not fully known at this time. 
The requirements for monitoring, reporting and record keeping with respect to GHG emissions from 
existing units should not have a material adverse effect, but the consequences of new permit requirements 
in connection with new units or modifications of existing units could be significant, as could any new 
proposed regulations affecting permitting and controls for the Company’s existing units. 

Federal Legislation 

In addition to EPA’s regulatory actions establishing federal regulation of GHG emissions, the 
TJnited States Congress has considered several energy and climate change-related pieces of legislation 
that proposed, among other things, a cap-and-trade system to regulate and reduce the emission of COz and 
other GHGs and a federal renewable energy portfolio standard. The 112th Congress may consider new 
GHG proposals and it is possible that Congress will agree to set limits on GHG emissions or set clean or 
renewable energy standards for the electric utility sector. The timeline and impact of climate change 
legislation cannot be accurately assessed at this time, but it is expected that any enactment of statutes to 
regulate GHG emissions will have a significant impact on fossil-fueled generation facilities. 
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Litigation 

Many of the issues raised by global climate change are being litigated in courts throughout the 
United States. Plaintiffs have asserted in some cases that GHG emissions from electric generation are 
causing a public nuisance and should be abated by electric generation facilities. The Company cannot 
currently predict how GHG emissions issues will arise in connection with pending or future permit 
proceedings or whether litigation based on climate change issues will adversely affect its operations, or its 
construction and development plans. 

Water 

The Federal Clean Water Act regulates the discharge of process wastewater and certain storm 
water under the National Pollutant Discharge Elimination System (“NPDES”) permit program. Such 
permits are issued for five-year periods and continue in effect if renewal applications are timely filed. At 
the present time, applications for renewal of some of the Company’s “DES permits are awaiting review 
by the Kentucky Division of Water. The Company has all other material required permits under the 
program for all of its electric generating plants. The water quality regulations require the Company to 
comply with Kentucky’s water quality standards, including sampling and monitoring of the waters 
discharged from the facilities. The Company continually samples and monitors the discharges and reports 
the results thereof in accordance with its permits. 

Section 316(b) of the Clean Water Act requires the EPA to ensure that the location, design, 
construction and capacity of cooling water intake structures reflect the best technology available to 
protect aquatic organisms from being killed or injured by impingement or entrainment. In February 2004, 
the EPA issued final regulations establishing standards for cooling water intake structures at existing large 
power plants. The rule provided several compliance alternatives for existing plants such as using existing 
technologies, adding fish protection systems or using restoration measures. 

On January 25, 2007, the lJnited States Second Circuit Court of Appeals remanded key 
components of the Clean Water Act 3 16(b) Phase I1 Rule. The court ruled that EPA could not allow use 
of restoration measures to satisfjr performance standards, nor could it consider cost-benefit analysis in 
selecting “best technology available.” The United States Supreme Court heard the appeal of the Second 
Circuit decision and held on April 1, 2009, that it is permissible for utility companies and regulators to 
apply cost-benefit analysis under the Clean Water Act. EPA published the new 3 16(b) rules on April 20, 
20 1 1 , and EPA is required to finalize the rulemaking no later than July 27, 2012. 

The impact of Section 3 16(b) on Big Rivers is limited to the Robert A. Reid Plant (“Reid Plant”) 
and the Coleman Plant. The degree of such impact will depend upon the form of the new rule that EPA 
publishes. If EPA allows a cost-benefit analysis to determine the best technology available, the Company 
expects the impact to the Reid Plant and the Coleman Plant will be minimal based on information 
obtained from previous studies conducted on the quantity and type of fish impinged on the intake screens 
at Reid Plant and Coleman Plant. 

Other Environmental Matters 

The Comprehensive Environmental Response, Compensation and Liability Act. The 
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended 
(“CERCLA” or “Superfimd”), requires cleanup of sites from which there has been a release or threatened 
release of hazardous substances and authorizes the EPA to take any necessary response action at 
Superfund sites, including ordering potentially responsible parties (“PRPs”) liable for the release to take 
or pay for such actions. PRPs are broadly defined under CERCLA to include past and present owners and 
operators of, as well as generators of wastes sent to, a site. Big Rivers historically has sent wastes, such 
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as coal ash or wastewater that could have included hazardous substances, to third-party disposal sites or 
treatment plants. Based on such disposal, the Company can become a PRP with respect to such sites. 
The Company is not aware of any material liabilities with respect to such disposal, bit  can provide no 
assurance that such liabilities will not be asserted in the future. In addition, the Company has experienced 
and is likely to continue to experience in the future spills and releases of fuel oil and other materials that 
could trigger cleanup obligations under CERCLA and result in additional compliance costs. As a result, 
there can be no assurance that the Company will not incur liability under CERCLA in the future. 

Electro-Magnetic Fields. A number of electrical industry studies have been conducted regarding 
the potential long-term health effects resulting from exposure to electro-magnetic fields (“EMF”) created 
by high voltage transmission and distribution equipment. At this time, any relationship between EMF and 
certain adverse health effects appears inconclusive; however, electric utilities have been experiencing 
challenges in various forms claiming financial damages associated with electrical equipment which 
creates EMF. In the future, if the scientific community reaches a consensus that EMF presents a health 
hazard, the Company may be required to take remedial actions at its facilities. The cost of these actions 
cannot be estimated with certainty at this time. Such costs, however, could be significant, depending on 
the particular mitigation measures undertaken, especially if relocation of existing power lines is required. 

Coal Ash. The Company’s coal-based generating facilities produce coal ash waste that requires 
disposal. The Company disposes of the coal ash in its onsite landfills and impoundments and possesses 
the proper industrial solid waste permits to operate its landfills in accordance with local, state and federal 
regulations and laws. However, the Company must continually expand the capacity of its landfills and 
waste management facilities to accommodate larger amounts of ash. If the Company becomes unable to 
dispose of coal ash on site, its disposal costs may increase considerably. On the other hand, the Company 
is continually evaluating methods for beneficial reuse of waste ash. Currently, all of the ash the Company 
generates is exempt from regulation as “hazardous waste.’’ 

On June 2 1 ,  20 10, the EPA published a proposed rule describing two possible regulatory options 
it is considering under the Resource Conservation and Recovery Act (“RCRA”) for the disposal of coal 
ash generated from the combustion of coal by electric utilities and independent power producers. Under 
either option, EPA would regulate the construction of impoundments and landfills, and seek to ensure 
both the physical and environmental integrity of disposal facilities. 

Under the first proposed regulatory option, EPA would list coal ash destined for disposal in 
landfills or surface impoundments as “special wastes” subject to regulation under Subtitle C of RCRA. 
Subtitle C regulations set forth EPA’s hazardous waste regulatory program, which regulate the 
generation, handling, transport and disposal of wastes. The proposed rule would create a new category of 
waste under Subtitle C, so that coal ash would not be classified as a hazardous waste, but would be 
subject to many of the regulatory requirements applicable to such wastes. Under this option, coal ash 
would be subject to technical and permitting requirements from the point of generation to final disposal. 
Generators, transporters, and treatment, storage and disposal facilities would be subject to federal 
requirements and permits. EPA is considering imposing disposal facility requirements such as liners, 
groundwater monitoring, fugitive dust controls, financial assurance, corrective action, closure of units, 
and post-closure care. This first option also proposes requirements for darn safety and stability for 
surface impoundments, land disposal restrictions, treatment standards for coal ash, and a prohibition on 
the disposal of treated coal ash below the natural water table. The first option would not apply to certain 
beneficial reuses of coal ash. 

Under the second proposed regulatory option, EPA would regulate the disposal of coal ash under 
Subtitle D of RCRA, the regulatory program for non-hazardous solid wastes. LJnder this option, EPA is 
considering issuing national minimum criteria to ensure the safe disposal of coal ash, which would 
subject disposal units to location standards, composite liner requirements, groundwater monitoring and 
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corrective action standards for releases, closure and post-closure care requirements, and requirements to 
address the stability of surface impoundments. Existing surface impoundments would not have to close 
or install composite liners and could continue to operate for their useful life. The second option would 
not regulate the generation, storage, or treatment of coal ash prior to disposal, and no federal permits 
would be required. 

The proposed rule also states that EPA is considering listing coal ash as a hazardous substance 
under CERCLA, and includes proposals for alternative methods to adjust the statutory reportable quantity 
for coal ash. The extension of CERCLA to coal ash could significantly increase the company’s liability 
for cleanup of past and future coal ash disposal. 

EPA issued a Notice of Data Availability for comment on October 12, 201 1. EPA is conducting 
a human health risk assessment on coal combustion residual beneficial use to be released prior to the final 
rule. EPA has not decided which regulatory approach it will take with respect to the management and 
disposal of coal ash. The Company is therefore unable to determine the effects of this proposed rule at 
this time. 

As part of EPA’s scrutiny of how ash impoundments are permitted and operated, EPA recently 
assessed ash impoundments at many facilities throughout the country, including some of the Company’s 
facilities. A dam safety assessment report for Reid Plant, Green Plant and Station Two was prepared for 
EPA in December 2009. All of the ash ponds at these facilities received “fair” ratings - a rating that 
reflected EPA’s view that the Company’s geotechnical information was not complete - but no critical 
deficiencies were noted. Minor repairs required by EPA during this review were completed during the 
2010 construction season. The geotechnical investigation recommended by EPA has been completed by 
the Company. Coal ash waste management and disposal is an evolving issue and the Company expects to 
continue to incur costs to upgrade and expand its ash impoundments as regulations change. 

FERC Regulation 

As a transmission owning, generation owning, and market participant member of the MISO, the 
Company’s sale of power at wholesale and its transmission of power in interstate commerce are regulated 
by the Federal Energy Regulatory Commission (“FERC”). The KPSC maintains jurisdiction over the 
Company’s wholesale power rates to its Members and over the transmission rates applicable under the 
MISO, s FERC-approved Open Access Transmission, Energy and Operating Reserve Markets Tariff 
(“MISO Tariff 7. 

Energy Policy Act of 1992 

The Energy Policy Act of 1992 (“EPAct 1992”) made fundamental changes in the federal 
regulation of the electric utility industry, particularly in the area of transmission access. The purpose of 
these changes, in part, was to bring about increased competition in the wholesale electric power supply 
market. These changes have increased, and will continue to increase, competition in the electric utility 
industry. Specifically, EPAct 1992 provided that any electric utility, federal power marketing agency or 
any other person generating electric energy for sale for resale may apply to FERC for an order requiring a 
transmitting utility like the Company to provide interconnection and transmission services to the 
applicant. After notice and an opportunity for hearing, FERC may issue an order under Section 210 or 
21 1 of the Federal Power Act (“FPA”) requiring such interconnection or transmission service to be 
provided, subject to appropriate compensation to the utility providing such service. However, EPAct 
1992 specifically denied FERC authority to require “retail wheeling” under which a retail customer of one 
utility could obtain electric power and energy from another utility or nonutility power generator and 
require a transmitting utility to “wheel” it to the retail customer. 
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Order No. 888 and Successor Orders 

In 1996, to remove impediments to competition in the wholesale bulk power marketplace and to 
bring more efficient lower cost power to the nation’s electricity consumers, FERC issued Orders Nos. 888 
and 889. Orders Nos. 888 and 889, as amended by Orders Nos. 888-A and 889-A in 1997, were intended 
to deny public utilities any unfair advantage over competitors resulting from their ownership and control 
of transmission facilities by requiring each FERC-jurisdictional public utility to file a pro forma OATT 
and to follow certain rules of conduct for open-access providers, including a requirement to separate 
operationally power sales from transmission. In Order Nos. 890, 890-A and 890-B, issued (respectively) 
in February and December 2007 and June 2008, FERC reaffirmed and modified the requirements under 
Order Nos. 888 and 888-A, specifically, by modifying the pro forma OATT provisions on (among other 
things) calculating available transfer capability, transmission planning, point-to-point transmission service 
options, energy imbalance service, rollover rights for long-term firm transmission service, and the price 
caps on capacity reassignments. Under the reciprocity requirement adopted in Order No. 888 and 
reaffirmed in Order No. 890, non-jurisdictional utilities like the Company must provide comparable 
transmission service as a condition of receiving service from jurisdictional utilities under the pro forma 
OATT. The Company’s transmission facilities located in the Eastern Interconnection provided 
transmission service under an OATT that was approved by FERC for reciprocity purposes until the 
Company became a member of MISO in December 2010 and its OATT was terminated. Since December 
2010, the Company’s transmission facilities have been under the functional control of MISO and operated 
under the terms and conditions of the MISO Tariff. 

Energy Policy Act of 2005 

On August 8, 2005, President Bush signed into law the Energy Policy Act of 2005 (“EPAct 
2005”). The significant provisions of EPAct 2005 that could affect the Company are in the areas of (1) 
reliability; (2) siting of new transmission facilities; (3) potential FERC authority over transmission service 
and the rates of non-rate-regulated utilities; (4) native load obligations; and (5) expansion of FERC’s 
enforcement authority. In addition, Congress repealed the Public Utility Holding Company Act of 1935 
(“PTJHCA 193S7), and replaced it with the Public Utility Holding Company Act of 2005 (“PUHCA 
2005”), thereby effectively repealing many of the more onerous provisions of PI.JHCA 1935. As an 
electric cooperative, the Company generally is not subject to the new requirements of PUHCA 2005. 
EPAct 2005 also created incentives for the construction of transmission facilities; gave FERC authority to 
establish mandatory reliability standards through a new entity that FERC would certify as the Electric 
Reliability Organization (“ERO”); authorized the Department of Energy and FERC to grant permits 
enabling entities, in certain circumstances, to use a federal right of eminent domain to build new 
transmission lines; and adopted provisions enabling transmission providers to reserve transmission 
capacity for their native load service obligations. FERC has adopted regulations to implement the new 
regulations and requirements concerning siting, transmission access, native load preferences and 
enforcement. 

Concerning the expansion of FERC’s authority to order transmission access to transmission 
systems owned or operated by non-rate-regulated utilities, EPAct 2005 added new section 21 1A to the 
FPA. Section 21 1A authorizes FERC to order non-rate-regulated utilities like the Company to provide 
transmission service at rates and terms that are comparable to those by which the non-rate-regulated 
utility provides transmission service to itself. However, the non-rate-regulated utilities subject to any 
such requirements are not subject to the full panoply of FERC regulations established under Section 205 
and 206 of the FPA that are applicable to transmission-owning public utilities. FERC also is required, 
with certain limited exceptions, to exempt any non-rate-regulated utility that sells less than 4 million kwh 
per year. FERC has declined to order transmission access pursuant to Section 21 1A on a generic basis, 
and instead will act on a case-by-case basis. In December 201 1, FERC issued its first order under Section 
21 1A in which FERC directed a non-jurisdictional transmission provider to provide transmission service 
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on terms and conditions that are comparable to those under which the transmission provider provides 
transmission service to itself and that are not unduly discriminatory or preferential. That order is 
currently pending rehearing. 

In 2006, FERC used its authority under Section 215 of the FPA to certify the North American 
Electric Reliability Corporation (,‘NERC”) as the ERO responsible for the development of mandatory 
reliability standards subject to FERC review and approval. NERC’s mandatory reliability standards apply 
to any entity that owns, operates or uses the bulk power system. tJnder EPAct 2005, FERC and the ERO 
have authority to impose penalties for violations of the reliability standards. In March and July 2007, 
FERC issued (respectively) Order Nos. 693 and 693-A largely approving the first set of reliability 
standards filed by NERC for FERC review and approval. FERC also directed NERC to consider 
revisions to a number of the standards, and other reliability standards and amendments proposed by 
NERC remain pending before FERC. Since 2007, the Commission has approved and directed 
modification to many more NERC reliability standards. As an owner and operator of generation and 
transmission facilities, the Company is subject to certain of the NERC reliability standards. The 
Company is currently scheduled for a routine audit of its compliance with the reliability standards. The 
audit is scheduled to occur at the Company’s facility from May 6, 2013, to May 10, 2013. If the auditors 
identify areas of non-compliance, the Company could be subject to penalties or sanctions. 

EPAct 2005 also added new sections 220,221 and 222 to the FPA, which generally prohibit fraud 
and manipulation in the energy markets and promote price transparency. IJnder FERC’s implementing 
rules, the anti-fraud rules apply to all entities, including non-jurisdictional utilities, to the extent they 
engage in activities or transactions in connection with sales and transmission services subject to FERC’s 
public-utility jurisdiction. 

Qrder No. IO00 

In 201 1, FERC issued Order No. 1000 to build on certain of its reforms in Order No. 888 and 
Order No. 890. The requirements set forth in Order No. 1000 apply only to “new transmission facilities” 
and include the consideration and evaluation of possible transmission alternatives at a regional 
transmission planning level and the development of a regional transmission plan; the development of 
procedures for interregional planning to determine whether interregional transmission facilities are more 
efficient or cost effective than certain regional facilities; the development of methods for regional and 
interregional cost allocation that is roughly commensurate with the estimated benefits; and, for those 
projects eligible for cost sharing, removal of transmission providers? “right of first refusal” in order to 
allow competition Erom non-incumbent developers. In general, Order No. 1000 permits each region to 
develop its own processes and procedures to comply with the requirements. MISO, of which Big Rivers 
is a member, continues to progress through a stakeholder process to discuss and develop proposals for 
compliance with Order No. 1000. As of the date of this Disclosure Statement? however, since MISO has 
not fully developed such processes and procedures, the impact of Order No. 1000 on the Company cannot 
be determined. 

QUANTITATIVE AND QUALITATIVE DISCLOSURES 
ABOUT MARI(ET RISK 

Risk Management Policies 

The Company is exposed to significant market risks associated with electricity and coal prices, 
counter-party credit exposure, interest rates and equity prices. Interest rate risk is associated with the 
changes in interest rates that impact its variable rate debt instruments and fixed income investments. The 
Company’s energy related commodity price risks involve changes in the market price of power, natural 
gas, and solid fuels and the impact of such changes on its ability to generate sufficient revenue to cover 
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the Company’s operational costs. Big Rivers has established comprehensive risk management policies to 
monitor and manage these risks. The Company’s vice president of enterprise risk management and 
strategic planning is responsible for monitoring and reporting on its risk management policies, including 
delegation of authority levels. The Company has an Internal Risk Management Committee that regularly 
meets and the vice president of enterprise risk management and strategic planning reports to the Board of 
Directors monthly. The vice president of enterprise risk management and strategic planning is 
responsible for oversight of market risk, credit risk, etc., including monitoring exposure limits. 

To manage the Company’s market risks, it may enter into various derivative instruments 
including swaps, forward contracts, futures contracts and options. Management believes adequate 
safeguards, reporting mechanisms, and procedures are in place to protect the Company from unauthorized 
use of such derivative instruments. The Company has established certain risk management strategies 
relating to the sales and purchase prices for the commodities which form its core business, in order to 
provide insulation from volatile market prices. With respect to the Company’s power sales, the Board of 
Directors has established guidelines which are intended to ensure that derivatives and other financial 
instruments are used for hedging purposes and not for speculation. Those guidelines provide that hedging 
activity shall be used only to minimize risk and not to create any greater risk. Risk management status 
and performance must be reported to the Board of Directors on a monthly basis, and counterparties must 
meet capitalization requirements before the Company will engage with such counterparty. 

Electricity and Coal Price Risk 

The Company is exposed to the impact of market fluctuations in the prices of electricity and coal 
as a result of its ownership and operation of electric generating facilities. The Company’s exposure to 
coal and purchased power risk is limited by cost-based Member rate recovery through two cost-recovery 
clauses, namely the fuel adjustment clause (“FACYy) and the non-FAC purchased power adjustment. Due 
to timing of the cost-recovery, there is a two month lag for the FAC between when costs are incurred and 
when the Member portion is recovered through rates. For the non-FAC purchase power adjustment due 
to timing of the cost recovery, there is a two month lag between when the costs are incurred and when the 
Member-Smelter portion is recovered through rates that represent approximately two-thirds of the costs. 
Generally, the remaining one-third of the non-FAC purchase power adjustment cost, related to the non- 
smelter members, is deferred as a regulatory account over a twelve month period beginning July 1 of a 
given year through June 30 of the following year. The non-smelter member recovery (whether positive or 
negative) begins on September 1 , two months after the end of the deferral period, and ends twelve months 
later on August 3 1. 

Price risk represents the potential risk of loss from adverse changes in the market price of 
electricity or coal. Because the Company is long on power, both capacity and energy, it is exposed to the 
illiquidity of the long-term power market and volatility of the market price of electricity and coal. The 
Company’s long position in the energy market is approximately 150 MWs or 8% of its availability 
capacity. The excess capacity and energy will be consumed in the future through normal growth. 
Further, price risk resulting from the volatility in the price of coal is off-set by a month recovery rider for 
fuel that has been approved by the KPSC. 

The Company generally only enters into market power sales contracts that qualify for the normal 
sales and purchases exception. Income recognition and realization related to normal sales and normal 
purchases contracts generally coincide with the physical delivery of the power. For all such contracts, as 
long as completion of the transaction remains probable, no recognition of the contract’s fair value is 
required to be reported in the Company’s financial statements until settlement or physical delivery. 

In a further effort to mitigate coal price volatility, the Company has established a hedge policy in 
which near-term requirements of fuel are secured at a higher percentage and future year coal requirements 
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are contracted at a varying percent of open fuel position per year across a five-year time horizon. Thus, in 
any given year within the five-year hedge plan, there is a portion of fuel supply contracted at known 
prices. 

Marketable Securities Price Risk; Pension Plan Assets 

The Company maintains investments to fund the cost of providing its non-contributory defined 
benefit retirement plans. Those investments are exposed to price fluctuations in equity markets and 
changes in interest rates. The Company has established asset allocation targets for its pension plan 
holdings that take into consideration the investment objectives and the risk profile with respect to the trust 
in which the assets are held. The target asset allocation for equity securities is 65% of the value of the 
plan assets and the holdings are diversified to achieve broad market diversification to reduce exposure to 
and any adverse impact of a single investment, sector or geographic region. A significant decline in the 
value of plan asset holdings could require the Company to increase its funding of the pension plan in 
future periods, which could adversely affect cash flows in those periods. Additionally, a decline in the 
fair value of plan assets, absent additional cash contributions to the plan, could increase the amount of 
pension cost required to be recorded in future periods, which could adversely affect its results of 
operations in those periods. A 10% decline in the fair value of the Company’s plan assets equals $2.8 
million. 

Interest Rate Risk 

The Company is exposed to risk resulting from changes in interest rates as a result of the use of 
variable rate debt as a source of financing as well as the fixed income investments in its various 
portfolios. The Company manages its interest rate exposure by limiting the total amount of its variable 
rate exposure to within a particular amount of its total debt and by actively monitoring the effects of 
market changes in interest rates. As of December 31, 2011, $727.6 million of $786.4 million of 
outstanding long-term indebtedness secured under the Mortgage Indenture accrued interest at fixed rates 
to their final maturity. As of December 31, 201 1, the Company had outstanding variable rate debt of 
$58.8 million. This debt consists ofthe Series 1983 Bonds which mature in 2013. 

Commodity Price Risk 

The average rate to the Members is affected by the price Big Rivers can obtain in the market for 
energy produced by its generating facilities in excess of the Members’ requirements. Higher prices 
produce greater Non-Member revenue that is used to offset Member revenue requirements. The 
Company’s exposure to the risk of fluctuating power prices is declining as its historically high levels of 
excess generation are being used to meet increasing Member requirements, including the Smelters. The 
Company’s excess capacity generation in 201 1 is approximately 8%. 

Additionally, if one or more the Company’s generating facilities is not able to produce power 
when required due to operational factors, the Company may have to forego Non-Member sales 
opportunities or purchase energy in the wholesale market at higher prices to meet Member requirements. 

Credit Risk 

Credit risk represents the loss that the Company would incur if a counterparty failed to perform 
under its contractual obligations. To reduce credit exposure, the Company establishes credit limits and 
seeks to enter into netting agreements with counterparties that permit it to offset receivables and payables. 
To control the credit risk associated with credit sales of power the Company utilizes a credit approval 
process, monitor counterparty limits and require that counterparties have adequate credit ratings. The 
Company attempts to further reduce credit risk with certain counterparties by entering into agreements 
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that enable it to obtain collateral or to terminate or reset the terms of transactions after specified time 
periods or upon the occurrence of credit-related events. Where appropriate, the Company also obtains 
cash or letters of credit from counterparties to provide credit support outside of collateral agreements, 
based on financial analysis of the counterparty and the regulatory or contractual terms and conditions 
applicable to each transaction. 

The Company generally executes only physical delivery contracts. The Company frequently uses 
master collateral agreements to mitigate certain credit exposures. The collateral agreements provide for a 
counterparty to post cash or letters of credit in excess of an established threshold. The threshold amount 
represents an unsecured credit limit, determined in accordance with the Company’s credit policy. 
Collateral agreements also provide that the inability to post collateral is sufficient cause to terminate 
contracts and liquidate all positions. 

Due to the possibility of extreme volatility in the prices of energy commodities and derivatives, 
the market value of contractual positions with individual counterparties could exceed established credit 
limits or collateral provided by those counterparties. If such a counterparty were then to fail to perform 
its obligations under its contract, the Company could sustain a loss that could have a material impact on 
its financial results. The probability of a material impact is lessened by the fact that the Company only 
has a relatively small amount of power to sell long-term and presently does not plan on transacting multi- 
year long-term contracts. 

BIG RIVERS’ MEMBERS 

General 

The Members are local consumer-owned cooperative corporations serving retail residential, 
commercial and industrial customers on a non-profit basis. The territories served by the Members include 
portions of 22 counties in western Kentucky. The Members serve approximately 113,000 consumers. 
The majority of the Members’ customers are individual residences. 

Territorial Integrity 

Distribution cooperatives generally exercise a monopoly in their service areas, except in certain 
areas where a municipality or the Tennessee Valley Authority (“TVA”) may have the concurrent right to 
provide retail electric service. Under a Kentucky statute adopted in 1972, the Members are “Retail 
Electric Suppliers” that are certified by the KPSC as the exclusive suppliers of energy to their respective 
certified service areas. Thus, the Members are the exclusive suppliers of energy to electricity consumers 
located in their respective certified service areas. If a Retail Electric Supplier is providing adequate 
service within its certified territory, other Retail Electric Suppliers may not sell power to retail customers 
located within that certified territory. Municipal utilities are not Retail Electric Suppliers under the 
statute. If a new electric consuming facility locates in two or more adjacent certified territories, the KPSC 
determines which Retail Electric Supplier may provide retail electric service to that facility based on a 
number of factors, designed to avoid wasteful duplication of electric generation facilities. 

Rate Regulation of Members 

The KPSC regulates the retail energy rates of the Members. Under Kentucky law, a utility may 
revise its rates on 30 days’ notice to the KPSC of the proposed changes and the effective date of such 
changes. The KPSC has the statutory power to suspend such changes pending a hearing for a period not 
to exceed six months from the proposed effective date of such changes. This suspension period begins 
with the effective date named by the utility, and thus, the utility may avoid or minimize the effect of such 
suspension by naming an early effective date in its notice to the KPSC. Rate changes may be placed in 
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effect, in whole or in part, during any such suspension period on a finding by the KPSC that an 
emergency exists or that the utility’s credit or operations will be materially impaired by the suspension. 
Rates placed into effect on an emergency basis are subject to refund to the extent that the final rates 
approved by the KPSC are lower than the emergency rates. The KPSC’s decision on a new rate schedule 
filed by a utility must be issued not later than ten months after the filing of the rate schedule. 

Member Information 

Financial In formation 

The Members operate their systems on a not-for-profit basis. Accumulated margins constitute 
patronage capital for the consumer members. Refunds of accumulated patronage capital to the individual 
consumer members are made from time to time on a patronage basis subject to limitations contained in 
Member mortgages to the RUS, if applicable. 

The Members are the Company’s owners and not its subsidiaries. Except with respect to the 
obligations of the Members under their respective wholesale power contracts and the Smelter 
Agreements, Big Rivers has no legal interest in, or obligation in respect of, any of the assets, liabilities, 
equity, revenue or margins of its Members, other than its rights under these contracts. The revenues of 
the Members are not pledged to Big Rivers, but their revenues are the source from which they pay for 
power and energy and transmission services purchased from Big Rivers. Revenues of the Members are, 
however, often pledged under their respective mortgages. Tables 1 through 6 in Appendix B present a 
three-year summary of the balance sheets, statements of operations and selected statistical information 
with respect to the Members. 

Statistical In formation 

The Company serves directly and indirectly a diverse customer base that includes farms and 
residences, commercial and industrial facilities, mining, irrigation and other miscellaneous customers. 
Farm and residential customers constitute the largest class of customers in terms of numbers throughout 
the Member service areas. The table below shows energy sales and revenue by customer class for the 
year 20 1 1 for the Members. 

2011 Sales By Members ( I f  

kWh Sales kWh Sales Revenue Revenue 
-. (in thousands) (in thousands) (%I 

Farm & Residential 1,530,359 14% $1 12,855 23% 
Commercial and Industrial 

Aluminum Smelters 7,228,844 69% 303,364 60% 
Other 3,409 0% 437 0% 

Total 10,508,773 100% $502,700 100% 

(excluding the Smelters) 1,746,161 17% 86,044 17% 

(1) The information in this table has been compiled by Big Rivers from information obtained from the Annual Statistical Report Rural 
Electric Borrowers (Publication 201 1) and RLJS Form 7 prepared by the Members and filed with RUS Big Rivers has not independently 
verified this information 

THE SMELTER AGmEMENTS 

The Company and Kenergy have entered into electric service arrangements with the Smelters. 
The Smelters have largely identical obligations under the agreements described below, SO the following 
discussion does not distinguish between obligations to a particular Smelter, even though, from a legal 
perspective, their rights and obligations are separate and not joint. 
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The principal terms and conditions relating to the Company’s sale of electric services to Kenergy 
for resale to the Smelters are set forth in six agreements, three with respect to service to each Smelter. 
The basic structure of the sale of electric services is that the Company sells the electric services to 
Kenergy and then Kenergy in turns sells those electric services to each Smelter. Because the Smelters are 
customers of Kenergy, Big Rivers has entered into two, separate wholesale service agreements (each a 
“Smelter Agreement”) with Kenergy . Under each Smelter Agreement, the Company supplies Kenergy 
with electric service for resale to a particular Smelter. Kenergy has entered into a separate retail electric 
service agreement (a “Smelter Retail Agreement”) with each Smelter. The Company and each Smelter 
have also entered into a Smelter Coordination Agreement (a “Smelter Coordination Agreement” and, 
together with the Smelter Agreements and the Smelter Retail Agreements, the “Smelter Agreements”) 
that sets forth certain direct obligations between the Company and a Smelter. Due to the pass-through 
nature of the principal obligations between the Company and each Smelter, the Smelter Agreement and 
the Smelter Retail Agreement relating to each Smelter are substantially the same. 

The aggregate amount of energy made available to the Smelters under the Smelter Retail 
Agreements consists of three types of energy referred to as (1) Base Monthly Energy, (2) Supplemental 
Energy and (3) Back-up Energy. “Base Monthly Energy” is 368 MW per hour for Alcan and 482 MW 
per hour for Century. See APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE 
SMELTER AGREEMENTS -Nature of Service.” 

The obligation of Kenergy to supply electric service to the Smelters pursuant to the Smelter 
Retail Agreements will terminate on December 3 1 ,  2023, unless terminated earlier pursuant to the terms 
thereof. A Smelter may terminate its Smelter Retail Agreement upon not less than one year’s prior 
written notice of such termination to Kenergy and the Company if such Smelter ceases all smelting 
operations in Kenergy’s service territory. See APPENDIX D - “SUMMARY OF CERTAIN 
PROVISIONS OF THE SMELTER AGREEMENTS - Termination Rights.” 

Pricing under the Smelter Agreements is designed so that the Base Rate for the Smelters will 
always be at least the rate charged to large direct-served industrial customers having an equivalent load 
factor, plus $.25 per MWh. The contracts provide that the Smelters are obligated to pay various 
surcharges, including fuel adjustment surcharges and environmental surcharges. In addition, the Smelter 
Agreements provide for annual adjustments to rates designed to assist the Company in achieving positive 
margins in each year. See APPENDIX D - “SUMMARY OF CERTAIN PROVISIONS OF THE 
SMELTER AGREEMENTS - Smelter Payment Obligations.” 

The Smelters intervened in the Company’s last rate case, and pressed their case by saying that 
keeping the Smelter rates low and predictable was important to reduce the risk that the Smelters would 
have to cease operations upon the next downward cycle in the world price of aluminum. The Smelters 
say that they are very sensitive to the price they pay for electricity because the cost of electricity is 
approximately one-third of the cost of the aluminum smelting process. 

Although the KPSC’s November 17, 201 1, Order in the rate case did not give the Company the 
full amount of the rate increase it sought, the Smelters have since been lobbying state government in 
Kentucky for financial relief to enhance the financial viability of their respective Kentucky operations. 
The Smelters have made public statements that the unanticipated magnitude of the current and fbttse rate 
increases projected by Big Rivers as well as Big Rivers’ recent evaluation of the impact of environmental 
legislation is what drives the current need for a statewide solution to the Smelters’ increasing utility costs. 
Local representatives of Alcan informed economic development officials in state government in February 
of this year that projected power rates in 2013-2015 make it difficult for Alcan to envision a long-term 
future for the Sebree plant. Alcan said that a power rate of $26-$28/MWh would generally ensure that the 
Sebree smelter remains profitable during a periodic downturn in the London Metals Exchange (“LME”) 
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price, and would ensure continued operation for the foreseeable future. They say that without relief their 
Sebree smelter cannot sustain the next downturn in the world price of aluminum. 

At the same time Century informed the same officials that for the immediate future, a rate 
averaging about $34/MWh from mid-20 12 through 20 15 would be a competitive rate for its Hawesville 
smelter. Local representatives of Century have told Big Rivers and others in state government that rates 
at the status quo level are not sustainable for Century’s Hawesville smelter even in the short term, and 
that $50/MWh power puts their smelter’s viability at great risk. Century wrote Big Rivers on April 18, 
2012, stating that at the current LME prices the Hawesville aluminum smelter cannot sustain operations at 
Big Rivers’ current and projected power rates, and requesting to renegotiate the power rate provisions of 
its contract. Big Rivers has commenced discussions with Century relating to the sustainability of the 
Hawesville smelter. Century reported on April 24, 2012, that with the current power price forecast and 
assuming that the LJW3 remains at its current level, the Hawesville plant is not viable from an economic 
standpoint. Century publicly stated that the future of the Hawesville smelter would be discussed by 
Century’s Board of directors at its late June meeting. This meeting has taken place and the Company is 
not aware of what actions, if any, were taken by Century’s Board relating to the Hawesville smelter. 

The Smelters have been pursuing projects that they say improve the profitability of their 
respective facilities. Century completed the restart of a fifth potline in 20 1 1. Alcan completed a $50 
million bake furnace project, and announced in February 2012 that it is undertaking a $20 million project 
to boost electric amperage and produce greater volumes of aluminum. Alcan has also reached agreement 
with Kenergy and Big Rivers to purchase an additional 10 MW of energy for the one year period 
beginning July 1, 2012, through June 30,2013. 

Alcan announced in October of 201 1 that it had put 13 of its smelter operations worldwide on the 
block for potential sale. The Sebree smelter was included on the list. According to the Alcan release, there 
is no timeline for any of these sales to occur. 

On June 14, 2012, at the request of the Governor of Kentucky, representatives of the 
Commonwealth met with representatives of Big Rivers and the Smelters to discuss ways to reduce the 
Smelters’ costs in order to make them more economically viable. A number of approaches were 
discussed including, but not limited to, suggestions that Big Rivers reduce rates to the Smelters to a rate 
averaging about $35/MWh. Any reduction in the rates to the Smelters would involve an increase in the 
rates for other industrial customers and rural customers. The discussions that took place on June 14 were 
preliminary and will be followed by further exploratory discussions in the near future. Any reduction in 
the rates charged by Big Rivers to the Smelters and concomitant increase in the rates charged to other 
customers would require action by the Board of Big Rivers and by the KPSC, among others. In addition, 
it would likely result in renegotiation of the Smelter Agreements. Other approaches that have been 
advanced include allowing the Smelters more freedom in purchases fiom other sources and termination of 
the Smelter Agreements. 

Since the meeting on June 14th, the Smelters have advanced other proposals to Big Rivers 
requesting significant rate reductions for the Smelters. Big Rivers offered a counterproposal and it has 
been rejected by the Smelters. On June 25, 2012, Big Rivers advised the Smelters that the gap between 
their demand and the Big Rivers’ proposal is far larger than Big Rivers has the ability to close. There can 
be no assurances as to the outcome of this situation and as to whether one or both of the Smelters will 
give one year’s notice, terminate its Smelter Agreement and close its smelting operations. Also, on July 
8, 20 12 Century informed Big Rivers that it was hiring a consultant to evaluate the available transmission 
capacity, potential congestion, and potential voltage stability issues if the Hawesville plant were to import 
power for its entire load into Big Rivers’ system under a variety of operational scenarios of Big Rivers’ 
generation. Big Rivers can give no assurances as to the outcome of this development. 
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For a more detailed summary of the provisions of the Smelter Agreements, see APPENDIX D - 
“SUMMARY OF CERTAIN PROVISIONS OF THE SMELTER AGREEMENTS.” 

POWER SWPLY PLANNING 

Every other year Big Rivers prepares load forecasts for the three Members. These individual 
forecasts serve as the basis for Big Rivers’ load forecast, which is filed with the RUS. The last load 
forecast was prepared and filed in 201 1. Additionally, every three years an Integrated Resource Plan 
(“IRP”) is prepared in accordance with Kentucky Administrative Rule 807 KAR S:SOS8 and filed with the 
KPSC. The last IRP was filed with the KPSC in November 2010. The next IRP will be filed with the 
KPSC in 2013. Both of these studies examine a future time frame of 1.5 years. 

GENERATION AND TRANSMISSION ASSETS 

Generation Resources 

General 

The following table sets forth certain information about the Company’s owned generating 
facilities and Station Two. 

Big Rivers’ Commercial 
Type of Net Capacity‘*’ Entitlement Operation 

Generating Facility Fuel (Mw) Share (MW) Date 

Kenneth C Coleman Plant 
Unit 1 
Unit 2 
Unit 3 

Unit 1 
Unit 2 

Unit 1 

Combustion Turbine 
D B Wilson Plant Unit No 1 
Station Two Facility Units No 1 
and No 2‘” 

Total 

Robert D Green Plant 

Robert A Reid Plant 

Coal 
Coal 
Coal 

Coal 
Coal 

Coal 
Oil-Natural 

cm 
Coal 

Coal ~ 

150 150 
138 138 
155 155 

23 1 231 
223 223 

65 65 

65 65 
417 417 

3 12 197 
L254 m 

1969 
1970 
1972 

1979 
1981 

1966 

1976 
1986 

197311 974 ~ _ _ _  

- 
(1) Big Rivers operates but does not own the two units at Station Two and not all net capacity of such facility is available to it 
(2) Net capacity means net nameplate as adjusted for parasitic load 

Kenneth C. Coleman Plant 

The Coleman Plant is a three unit, coal-fired steam electric generating unit located near 
Hawesville, Kentucky. Each of the units has a turbine nameplate rating of 160 MW. Units No. 1 has a 
net capacity of 1.50 MW, No. 2 has a net nameplate capacity of 138 MW while Unit No. 3 has a net 
capacity of 155 MW. All three boilers are positive pressure, outdoor units; the turbine generators are 
semi-outdoor and the station was retrofitted with a FGD system in 2007. The equivalent availability 
factor for the Coleman Plant for 201 1 was 92.9%. 

Environmental controls in place at the Coleman Plant include the use of precipitators (air 
pollution control devices that collect particles from gaseous emissions) which limit particulate emissions 
to a maximum of 0.27 pounds per million British thermal unit (“Btu”), and the use of a FGD system 
which is 97% effective in reducing SO2 emissions. Coleman Plant’s permitted SOz emissions limit is a 
maximum of 5.2 pounds per million Btu. The Coleman lJnits do not have a Title V permit NO, limit. 
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Robert D. Green Plant 

The Green Plant is a two unit, coal-fired steam electric generating station located on the same site 
as the Reid Plant and the Station Two Facility described below. Both boilers at the Green Plant are 
balanced draft units and they were designed and built with low NO, burners. The Green Plant is also 
equipped with a FGD system. Unit No. 1 has a net nameplate capacity of 23 1 MW while Unit No. 2 has a 
net capacity of 223 MW. The equivalent availability factor for the Green Plant for 20 1 1 was 94.4%. 

Environmental controls in place at the Green Plant include the use of precipitators which limit 
particulate emissions to a maximum of 0.1 pounds per million Btu, and the use of a FGD system which 
limits SO2 emissions to a maximum of 0.8 pounds per million Btu. NO, emission? are limited to a 
maximum of 0.7 pounds per million Btu. 

Robert A. Reid Plant 

The Reid Plant, located near Sebree, Kentucky, is a coal-fired steam electric generating unit with 
a net capacity of 65 MW and an oil- or natural gas-fired combustion turbine generating unit with a net 
capacity of 65 MW. The combustion turbine is used for power emergencies and for peaking purposes. 
The equivalent availability factor for the Reid Plant for 201 1 was 92.6%. 

Environmental controls in place at the Reid Plant include the use of precipitators which limit 
particulate emissions to a maximum of 0.28 pounds per million Btu, and the use of medium-sulfur coal 
which limit SO2 emissions to a maximum of 5.2 pounds per million Btu. The Reid unit does not have a 
Title V permit NO, limit. 

D.B. Wilson Unit No. 1 Plant 

The single unit Wilson Plant is the largest and newest generating unit in the Company’s system. 
The Wilson Plant, located near Centertown, Kentucky on the Green River, is a coal-fired, balanced draft 
steam electric generating unit equipped with a FGD system. The unit has a net nameplate capacity of 417 
MW. The equivalent availability factor for the Wilson Plant for 201 1 was 94.8%. 

Environmental controls in place at the Wilson Plant include the use of a precipitator which limits 
particulate emissions to a maximum of 0.03 pounds per million Btu, and the use of a FGD system which 
is 90% effective in removing SO2 emissions. NO, emissions are limited to a maximum of 0.6 pounds per 
million Btu. 

Other Power Supply Resources 

Station Two Facilify 

The two units at Station Two have a total net nameplate capacity of 312 MW. Station Two is 
located on the same site as the Reid Plant and the Green Plant, near Henderson. Station Two consists of 
two positive pressure outdoor type boilers with scrubbers installed. The equivalent availability factor for 
Station Two for 201 1 was 89.8%. 

In connection with the Unwind, in July 2009, the Company became responsible for the operation 
of Station Two in accordance with the terms of the Station Two Operation Agreement and for purchase of 
capacity and energy in accordance with the terms of the Station Two Power Sales Contract. (See “Station 
Two Power Sales Contract”). In connection with the IJnwind, the Company and WKEC entered into an 
Indemnification Agreement under which WKEC has agreed to indemnify the Company against potential 

OHSUSA:750982154 2 42 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 340 of 458 



lost revenue if the contract provisions of the Station Two Power Sales Contract are interpreted against the 
Company (See “Station Two Power Sales Contract”). 

Station Two Operation Agreement 

The Company operates Station Two in accordance with the Station Two Operation Agreement. 
The Station Two Operation Agreement provides that the Company will provide, as an independent 
contractor, all operating personnel, materials, supplies and technical services for the operation of Station 
Two. It also provides for the allocation of certain costs of operation and maintenance between Station 
Two and the Company’s Reid Plant which shares some common facilities with Station Two. The Station 
Two Operation Agreement provides that the Company prepares an operating budget, including both 
capital and operating expenditures, for Station Two which is subject to the approval of the City of 
Henderson. Such budget then becomes the basis for monthly payments by the City of Henderson to the 
Company, with an annual reconciliation of such budgeted expenditures and the actual annual expenditures 
for Station Two. The Station Two Operation Agreement obligates the Company to maintain property and 
liability insurance with respect to Station Two and to operate and maintain Station Two in accordance 
with standards and specifications equal to those provided by the National Electric Safety Code of the 
United States Bureau of Standards and well as those required by any regulatory authority having 
jurisdiction. Each party’s obligations under the Station Two Operation Agreement are subject to the 
occurrence of “uncontrollable force” (e.g., events not within control of either party and which by exercise 
of due diligence and foresight could not reasonably be avoided). The obligations of the City of 
Henderson under the Station Two Operation Agreement are payable solely from the revenues of the 
City’s electric utility system and do not constitute a general obligation of the City of Henderson. The 
City of Henderson has covenanted in the Station Two Operation Agreement that it will, subject to any 
necessary regulatory body approvals, maintain rates for service by its electric system sufficient to pay the 
costs of ownership, proper operation and maintenance of Station Two. The rates for electric service 
charged by the City of Henderson are not subject to any regulatory body approval. The term of the 
Station Two Operation Agreement extends for the operating life of Station Two. 

Station Two Power Sales Contract 

The Company purchases a portion of the power and energy produced by Station Two in 
accordance with a Power Sales Contract between the City of Henderson and the Company (the “Station 
Two Power Sales Contract”). The Station Two Power Sales Contract provides for the allocation of the 
capacity of Station Two between the City of Henderson and the Company based upon the City’s 
determination of its needs to serve its retail customers. The Station Two Power Sales Contract requires 
the City of Henderson to give the Company a rolling five years’ advance notice of the allocation of 
capacity between the City of Henderson and the Company, but changes of up to 5 MW in the City’s 
allocation are permitted on a yearly basis. The Station Two Power Sales Contract limits the ability of the 
City of Henderson to add commercial or industrial customers in excess of 30 MW each to its system if to 
do so would require the withdrawal of existing capacity from Station Two or any other generating 
facilities on the City’s existing electrical system. The Station Two Power Sales Contract also permits the 
City of Henderson to utilize up to a total of 25 MW of capacity firom capacity otherwise allocated to the 
Company from Station Two for “economic development loads” consisting of new customers on the City’s 
system or certain expansions of capacity by an existing customer. The Company’s right to take its 
reserved portion of the capacity of Station Two is subject to the City of Henderson’s prior right to take its 
allocated capacity. Thus, in the event of an outage or curtailment of the output of Station Two, the City’s 
right to the output has a priority. Each party is entitled to all the energy from Station Two associated with 
its reserved capacity, subject to the Company’s right to “Excess Henderson Energy” described below. 
The current capacity allocations of the City of Henderson and the Company effective June 1, 2012, are 
37% and 63%, respectively. 
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The Company and the City of Henderson share capacity costs for Station Two in accordance with 
each party’s respective allocated capacities. These capacity costs include the costs of operation, 
maintenance, administration and general expenses for Station Two as well as any amounts paid or payable 
to the Company under the terms of the Station Two Operation Agreement. The Company and the City of 
Henderson are each responsible for providing their respective portions of the fuel consumed by Station 
Two based on each party’s respective uses of electric energy from Station Two. 

The obligations of each party are subject to “uncontrollable force”, having the same definition as 
in the Station Two Operation Agreement. However, the Company’s obligation to make payments for its 
allocated capacity of Station Two is not excused for any reason including the occurrence of 
“uncontrollable force”. 

The Station Two Power Sales Contract permits the City of Henderson to terminate that agreement 
on 30 days’ notice for the Company’s failure to make any payment properly owing under the Station Two 
Power Sales Contract and, in such event, to make sales to others of power generated by Station Two and 
allocated to the Company on 5 days’ notice to the Company and to apply the proceeds of such sales to the 
capacity charges the Company owes. 

In accordance with the Station Two Power Sales Contract, the Company and the City of 
Henderson have established separate operation and maintenance funds in the amounts of $400,000 and 
$ 1  00,000, respectively, to fund expenditures for operation and maintenance for Station Two, such 
expenditures to be made from such funds in proportion to the then effective allocation of Station Two 
capacity between the Company and the City of Henderson. In accordance with the Station Two Power 
Sales Contract, the Company has agreed to fund up to $1.05 million to fund its portion of major renewals 
or replacements to the Station Two required on an emergency basis. 

The term of the Station Two Power Sales Contract extends through the end of the economic 
operating life of Station Two. 

Excess Henderson Energy 

Big Rivers and the City of Henderson are engaged in an arbitration proceeding regarding their 
respective rights under the Station Two Power Sales Contract to energy associated with the City of 
Henderson’s reserved capacity that the City of Henderson does not require for service to its native load. 
Big Rivers’ position is that, to the extent the City of Henderson does not take the full amount of energy 
associated with its reserved capacity from Station Two (such excess, “Excess Henderson Energy”), Big 
Rivers may take and utilize all such energy for a price of $1 5 0  per MWh plus the cost of all fuel, reagent 
and sludge disposal costs associated with such Excess Henderson Energy. Big Rivers further asserts that 
the Station Two Power Sales Contract precludes the City of Henderson from offering Excess Henderson 
Energy to a third party without first offering Big Rivers the opportunity to purchase in accordance with 
the preceding sentence. The City of Henderson alleges that the Station Two Power Sales Contract 
permits the City to schedule and take energy from its allocated capacity of Station Two, and sell it to third 
parties after first offering such energy to Big Rivers at the price a third party is willing to pay. The 
arbitration panel issued its award on May 3 1,201 2, finding, among other things, that the disputed “excess 
energy shall be considered to belong to [the City of Henderson] which it may offer to third parties subject 
to Big Rivers first right to purchase such energy” at “the price at which [the City of Henderson] has a firm 
offer from a third party.” On June 26,20 12, attorneys for the City of Henderson placed a demand on Big 
Rivers for the amount of $3,753,013.09, which, they allege, represents the amount of fixed costs 
associated with Excess Henderson Energy from August 2009 to May 30, 2012 minus a credit to Big 
Rivers for the $1.50 for each MWh taken. Big Rivers and its counsel are still analyzing the implications 
of the award, Big Rivers’ options under the circumstances and the recent demand letter from the City of 
Henderson. In addition, as described above under the caption “Station Two Facility”, WXEC and Big 
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Rivers have entered into an Indemnification Agreement relating to the Station Two Power Sales Contract 
and Rig Rivers understands that WKEC and its counsel are also analyzing the implications of the award, 
WKEC’s option under the circumstances and the recent demand letter from the City of Henderson. 

SEPA Contract 

In addition to the Company’s generation resources, the Company fulfills its power supply 
responsibilities to the Members with their allocations from SEPA. The Company normally uses 
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 it 
currently is receiving only energy. Generally, the Company must schedule and accept 1,500 hours of the 
contracted 178 MW each fiscal year ending June 30. The maximum amount scheduled in any month shall 
not exceed 240 hours and the minimum amount scheduled in any month shall not be less than 60 hours. 
The fee arrangement for generation is a take-or-pay contract, currently the Company pays a fixed monthly 
charge in the amount of approximately $260,937 and $17.69 per MWh for energy. These charges will 
continue until the dam work is completed and the SEPA Contract is restored to full service. SEPA cannot 
give notice of termination prior to October 1,2029, with an effective date of September 30,2032. 

Transmission 

In December 2010, the Company transferred functional control of its transmission system 
operated at 100 kV and above to MISO. In addition to operating the bulk transmission system of its 
participants, MISO also operates 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. The Company operates 
and maintains its transmission facilities and provides transmission services to the Members and Non- 
Members through MISO. As of December 3 1 ,  201 1 ,  the Company had in service 834 miles of 69 kV 
transmission lines, 14 miles of 138 kV transmission lines, 350 miles of 161 kV transmission lines and 68 
miles of 345 kV transmission lines. The Company also owns 22 substations. The Company has 
completed or substantially completed six of the seven system improvements identified as phase two 
transmission projects. The Company has a construction work agreement with the TVA whereby TVA 
will pursue the completion of the one remaining project. The Company’s available transfer capability for 
exporting power off system is approximately 1,202 MW with the completion of the six phase two 
transmission improvements. The current firm transmission capability is sufficient to allow the Company 
to export all available excess generation capacity plus an amount equal to the peak demand of both 
Smelters on its system. With the completion of the TVA construction projects currently estimated to be 
in 2014-2015, the Company’s export capability will be increased to approximately 1,263 M W  to TVA 
and 1,210 MW to MISO in 2016. 

Southeastern Electric Reliability Council (“SERC”) Investigation 

Big Rivers is currently the subject of a non-public investigation initiated by SERC in February 
2009. The staff from m R C  and FERC also participated in the investigation. In June 2011, SERC 
initiated a formal assessment to determine the Company’s compliance relative to eight reliability 
standards and requirements as a result of findings of possible violations by the investigation team. Aside 
from one minor instance, which has been disclosed to SERC, Big Rivers believes that it has been, and is, 
in compliance with all reliability standards and requirements. However, penalties for violations of 
reliability standards can be substantial. SERC recently has determined that two of the eight possible 
violations are not violations. At this time the assessment is still ongoing and the Company cannot 
estimate the amount or range of potential liability, if any. 
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Interconnections 

Big Rivers has several interconnections between its transmission system and those of other power 
suppliers. These interconnections permit mutual support in emergencies, decrease overall transmission 
losses, facilitate the arrangement of electric power and energy sales and minimize the duplication of 
transmission lines. Big Rivers currently has interconnection agreements with seven power suppliers: 
HMP&L, MISO, Southern Illinois Power Cooperative, Hoosier Energy Rural Electric Cooperative, and 
Southern Indiana Gas and Electric Company - Vectren, Kentucky [Jtilities Company and Louisville Gas 
and Electric Company, and TVA. However, Big Rivers cannot purchase power from TVA due to 
restrictions on TVA’s authority to sell power outside of its service area fixed by statute. An agreement 
with TVA provides transmission service by TVA to enable Big Rivers to interchange power and energy 
with four utilities located in the southern TJnited States. 

In addition to interconnections with neighboring transmission systems, Big Rivers has also 
received a request from an independent power producer that may locate within its local balancing area 
and interconnect new generators to the transmission system. This independent power producer has 
applied through MISO to connect to Big Rivers’ transmission facilities. MISO worked with Big Rivers to 
study the impacts of such interconnection and to identify the cost of accommodating the interconnection. 
This generation interconnection will be effectuated through a standard-form, three-way interconnection 
agreement among Big Rivers, MIS0 and the independent power producer seeking use of MISO’s 
transmission service. 

Open Access Transmission Tariff 

Effective December 2010 the use of the Company’s transmission facilities is governed by the 
MISO Tariff. The Company provides the MISO with its revenue requirement for use in establishing the 
rate for transmission services under the MIS0 Tariff, but such revenue requirement is not directly 
reviewed by FERC. As a MISO transmission owner, the Company also participates in the MISO 
transmission planning process, and is responsible for investments in transmission projects assigned to it in 
accordance with that process. Participation in the MISO transmission planning process increases the 
scope of the Company’s regional planning process and subjects it to decisions by the MISO and, 
ultimately, FERC, concerning allocations of costs for meeting regional transmission needs. Finally, the 
Company is subject to the MISO reserve requirements established pursuant to Module E of the MISO 
Tariff. 

MANAGEMENT 

Big Rivers is governed by a Board of Directors comprised of six persons. Each Member has two 
directors on the Board of Directors. Each director is elected by a majority vote of the delegates at the 
annual membership meeting in September. Each Member designates one delegate to represent it at the 
annual membership meeting. At least one of the two directors from each Member must be, at the time of 
their election, a director of such Member. Each term is for a three year period, ending the later of 
September 1 or the annual meeting date, and staggered such that two directors from different Members 
are elected each year. 

The following are the Company’s principal management personnel with a brief summary of their 
qualifications: 

Mark A. Bailey, President and Chief Executive Offleer, received a Bachelor of Science in 
Electrical Engineering from Ohio Northern University in 1974, and a Master of Science in Management 
from the Massachusetts Institute of Technology in 1988. He was employed by American Electric Power 
Company (“AEP”) for nearly 30 years, beginning as an Electrical Engineer in 1974. Mr. Bailey was 
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employed as Vice President of AEP subsidiary Indiana Michigan Power Company until AEP’s 
reorganization in 1996, when he became Director-Regions with American Electric Power Service 
Corporation (“AEPSC”), also a subsidiary of AEP. He was employed as Vice President of Transmission 
Asset Management for AEPSC from June 2000 until his employment as President and Chief Executive 
Officer with Kenergy Corp. in 2004. Mr. Bailey was employed as Executive Vice President and Chief 
Operating Officer beginning in June 2007 until being elected by the Board of Directors to his current 
position in October 2008. 

Robert W. Berry, Vice President of Production, graduated from the University of Kentucky 
Community College system with an Associate degree in Mechanical Engineering Technology and Mid- 
Continent TJniversity with a Bachelor of Science in Business Management. He was employed by Big 
Rivers from 1981 to 1998 and served in various maintenance positions such as Superintendent of 
Maintenance and Maintenance Manager. In 1998 he was employed by Western Kentucky Energy and 
served in various positions such as Maintenance Manager, Plant Manager and General Manager until the 
IJnwind transaction closed in July 2009, at which time he assumed his current position. 

David G. Crockett, Vice President of System Operations, graduated from the University of 
Kentucky with a Bachelor of Science in Electrical Engineering in 1972. He has been employed with Big 
Rivers since 1972. He served in various engineering positions before assuming the responsibility of 
Manager of Energy Control in 1998. Mr. Crockett assumed his current position as Vice President System 
Operations in 2006. 

James i? Haner, Vice President of Administrative Services, graduated from the University of 
Kentucky with a Bachelor of Science in Accounting in 1970. He has been employed with Big Rivers 
since 1972. He served in various accounting and finance capacities prior to transferring to administrative 
services in 1991. He assumed duties as Manager Human Resources in 1998. Mr. Haner assumed his 
current position of Vice President Administrative Services in 2005. 

Mark A. Hite, Vice President of Accounting and Interim Chief Financial Officer, graduated 
from the University of Evansville with a Bachelor of Science in Accounting in 1980 and a Master of 
Business Administration in 1985. He is a licensed CPA. Mr. Hite bas been employed with Big Rivers 
since 1983, and has served in various accounting and finance capacities prior to assuming his current 
position of Vice President of Accounting. He was appointed Interim Chief Financial Officer in 20 12. 

Eric M. Robeson, Vice President of Environmental Services and Construction, graduated 
from Rose Hulman Institute of Technology in 1977 with a Bachelor of Science in Mechanical 
Engineering and Ball State University in 1988 with a Masters of Business Administration.. He is a 
registered Professional Engineer in the state of Indiana. Mr. Robeson worked at Vectren (and its 
predecessor company Sigeco) from 1980 to 201 1. He served a variety of engineering and managerial 
positions including Plant Manager, Director of Generation Planning, and Director of Infrastructure 
Services. He joined Big Rivers in 2011 as Vice President of Construction overseeing environmental 
compliance efforts and assumed his current position in February 2012. 

Albert M. Yockey, Vice President of Governmental Relations & Enterprise Risk 
Management, graduated from the University of Pittsburgh with a Bachelor of Science in Electrical 
Engineering in 1972, a Master of Science from Lehigh University in 1979, and a Juris Doctor from 
Capital University Law School in 1994. He is a licensed attorney in Ohio. Mr. Yockey was employed in 
operation and planning positions with Pennsylvania Power and Light Co. from 1972 through 1985. He 
was employed in planning, regulatory, and compliance positions with American Electric Power Company 
from 1985 until February 2008. Mr. Yockey joined Big Rivers as Vice President of Enterprise Risk 
Management and Strategic Planning in 2008 and assumed his current position in July 2009. 
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Big Rivers has 627 fkll-time employees. The International Brotherhood of Electrical Workers, 
Local 1701, represents 371 of Big Rivers’ generation and transmission operating employees. The 
Company’s contracts with this union expire on September 14, 2012, and October 14, 2012, respectively. 
The Company believes that its relations with labor are good. 
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KPMG LLP 
1601 Market Street 
Philadelphia, PA 19103-2499 

Independent Auditors’ Report 

The Board of Directors and Members 
Big Rivers Electric Corporation: 

We have audited the accompanying balance sheets of Big Rivers Electric Corporation (the Company) as of 
December 3 1, 201 1 and 2010, and the related statements of operations, equities, and cash flows for the 
years then ended. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. The accompanying 
financial statements of the Company for the year ended December 3 1,2009 were audited by other auditors 
whose report thereon dated March 26,20 10, expressed an unqualified opinion on those statements. 

We conducted our audits in accordance with auditing standards generally accepted in the lJnited States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the TJnited States. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes consideration of internal control over financial reporting as a basis for 
designing audit procedures that are appropriate in the circumstances? but not for the purpose of expressing 
an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, 
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Big Rivers Electric Corporation as of December 3 1,20 1 1 and 20 10, and the results of 
its operations and its cash flows for the years then ended, in conformity with accounting principles 
generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued a report dated March 26, 2012, 
on our consideration of Big Rivers Electric Corporation’s internal control over financial reporting and our 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and should be read in conjunction with this 
report in considering the results of our audits. 

March 26,2012 

KPMG LLP is a Delaware limited liability parhership. 
the U.S member firm of KPMG Inlemational Cooperative 
(“KPMG International’), a Swiss enlily 
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BIG RIVERS ELECTRIC CORPORATION 

Balance Sheets 

December 31,201 1 and 2010 

(Dollars in thousands) 

Assets 

Utility plant - net 
Restricted investments - member rate mitigation 
Other deposits and investments - at cost 

Current assets: 
Cash and cash equivalents 
Accounts receivable 
Fuel inventory 
Nonfkel inventory 
Prepaid expenses 

Total current assets 

Deferred charges and other 
Total 

Equities and Liabilities 

Capitalization: 
Equities 
Long-term debt 

Total capitalization 

Current liabilities: 
Current maturities of long-term obligations 
Notes payable 
Purchased power payable 
Accounts payable 
Accrued expenses 
Accrued interest 

Total current liabilities 

Regulatory liabilities - member rate mitigation 
Other 

Deferred credits and other: 

Total deferred credits and other 

Commitments and contingencies (see note 14) 
Total 

See accompanying notes to financial statements. 

2 

2011 2010 

$ 1,092,063 $ 1,091,566 
163,162 21 7,562 

5,911 5,473 

44,849 44,780 
44,287 45,905 
33,894 37,328 
25,295 23,218 
4,217 2,502 

152,542 153,733 

4,244 3,851 

$ 1,417,922 $ 1,472,185 

$ 389,820 $ 386,575 
714,254 809,623 

1 , 196,198 1 , 104,074 

72,145 7,373 
- 10,000 

1,878 1,516 
28,446 29,782 
10,380 10,627 
9,899 11,134 

122,748 70,432 

169,001 185,893 
22,099 19,662 

19 1,100 205,555 

$ 1,417,922 $ 1,472,185 
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BIG RIVERS ELECTRIC CORPORATION 

Statements of Operations 

Years ended December 3 1,20 1 1,20 10, and 2009 

(Dollars in thousands) 

Operating revenue 
Lease revenue 

Total operating revenue 

Operating expenses: 
Operations: 

Fuel for electric generation 
Power purchased and interchanged 
Production, excluding fuel 
Transmission and other 

Maintenance 
Depreciation and amortization 

Total operating expenses 

Electric operating margin 

Interest expense and other: 
Interest 
Amortization of loss from termination of 

long-tern lease 
Income tax expense 
Other - net 

Total interest expense and other 

Operating margin 

Gain on unwind transaction (see note 2) 
Interest income and other 

Nonoperating margin: 

Total nonoperating margin 
Net margin 

2011 2010 2009 

$ 561,989 $ 527,324 $ 34 1,333 
- - 32,027 

561.989 527.324 373.360 

226,229 
1 12,262 
50,4 10 
39,085 
47,7 18 
35,407 

51 1,111 

50.878 

207,749 80,655 
99,42 1 1 16,883 
52,507 22,38 1 
35,273 35,444 
46,880 29,820 
34,242 32,485 

476,072 3 17,668 

5 1.252 55.692 

45,226 46,570 59,898 

__. - 2,172 
100 259 1,025 
220 166 112 

45.546 46.995 63.207 

5,332 4,257 

- - 537,978 
268 2,734 867 

268 2.734 538.845 

$ 5,600 $ 6,991 $ 531,330 

See accompanying notes to financial statements. 
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Balance - December 31,2008 
Comprehensive income: 

Net margin 
Defined benefit plans 

Total comprehensive income 

Balance - December 3 1,2009 
Comprehensive income: 

Net margin 
Defined benefit plans 

Total comprehensive income 
Balance - December 31,2010 

Comprehensive income: 
Net margin 
Defined benefit plans 

Total comprehensive income 
Balance - December 31,201 1 

BIG RIVERS ELECTRIC CORPORATION 
Statements of Equities (Deficit) 

Years ended December 31,201 1,2010, and 2009 
(Dollars in thousands) 

Other equities 

Consumers’ Accumulated 
Total Accumulated Donated contributions other 

equities margin capital and to debt comprehensive 
(deficit) (deficit) memberships service income 

$ (154,602) $ (146,823) $ 764 $ 3,681 $ (12,224) 

__ ___ 53 1,330 531,330 - 
- 2,664 2,664 - - 
__ 2,664 533,994 531,330 _. 

3 79,3 92 384,507 764 3,681 (9,560) 

6,991 6,991 - I - 
1 92 

192 7,183 6,991 - __ 

386,575 391,498 764 3,681 (9,368) 

- - _. 192 

5,600 5,600 
(2,355) (2,355) 
3,245 5,600 _I - (2,355) 

$ 389,820 $ 397,098 $ 764 $ 3,681 $ (11,723) 

See accompanying notes to financial statements 
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BIG RIVERS ELECTRIC CORPORATION 

Statements of Cash Flows 

Years ended December 3 1,201 1,2010, and 2009 

(Dollars in thousands) 

2011 2010 2009 
Cash flows from operating activities: 

Net margin 
Adjustments to reconcile net margin to net cash provided 

by operating activities: 
Depreciation and amortization 
Amortization of deferred loss (gain) on sale-leaseback - net 
Deferred lease revenue 
Residual value payments obligation gain 
Interest compounded - RUS Series A Note 
Interest compounded - RLJS Series B Note 
Noncash gain on unwind transaction 
Cash received for member rate mitigation 
Noncash member rate mitigation revenue 
Changes in certain assets and liabilities: 

Accounts receivable 
Inventories 
Prepaid expenses 
Deferred charges 
Purchased power payable 
Accounts payable 
Accrued expenses 
Other - net 

Net cash provided by operating activities 
Cash flows from investing activities: 

Capital expenditures 
Proceeds from restricted investments 
Purchases of restricted investments and other deposits and 

investments 

Net cash provided by (used in) investing activities 

Cash flows from financing activities: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt issuance cost on bond refunding 

Net cash used in financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents - beginning of year 
Cash and cash equivalents -end of year 

Supplemental cash flow information: 
Cash paid for interest 
Cash paid for income taxes 

See accompanying notes to financial statements. 

5 

$ 5,600 $ 6,991 $ 531,330 

37,808 37,650 
- - 

- - 
__ ___ 

8,398 __ 
6,884 6,499 

- 
- 

(18,947) (23,953) 

1,588 
(2,304) 

73 1 
1,251 

(1,846) 
(875) 

2,800 
555 

29,087 

37,084 
2,172 

(3,768) 
(3,881) 

6,136 
(269,441) 
217,856 
(12,033) 

(26,049) 
(3,497) 
(2,783) 
(1,538) 
(5,973) 
24,825 
7,88 1 
6,852 

505,173 

- 

(38,746) (42,683) (58,388) 
56,095 28,143 8,982 

- (252,798) 

17,349 (14,540) (302,204) 

(45,879) (121,355) (168,956) 
- 83,300 __ 

(1 0,000) __ (12,380) 
_I 10,000 - 
- (2,002) (246) 

(55,879) (30,057) (181,582) 
69 (15,5 10) 21,387 

44,780 60,290 38,903 
$ 44,849 $ 44,780 $ 60,290 

$ 31,441 $ 37,268 $ 5 1,078 
130 260 626 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,20 1 1 and 20 10 

(Dollars in thousands) 

(1) Organization and Summary of Significant Accounting Policies 

General Information 

Big Rivers Electric Corporation (Big Rivers or the Company), an electric generation and 
transmission cooperative, supplies wholesale power to its three member distribution cooperatives 
(Kenergy Corp., Jackson Purchase Energy Corporation, and Meade County Rural Electric 
Cooperative Corporation) under all requirements contracts, excluding the power needs of two large 
aluminum smelters (the Aluminum Smelters). Additionally, Big Rivers sells power under separate 
contracts to Kenergy Corp. for the Aluminum Smelters load and markets power to nonmember 
utilities and power marketers. The members provide electric power and energy to industrial, 
residential, and commercial customers located in portions of 22 western Kentucky counties. The 
wholesale power contracts with the members remain in effect until December 31, 2043. Rates to Big 
Rivers’ members are established by the Kentucky Public Service Commission (KPSC) and are 
subject to approval by the Rural Utilities Service (RTJS). The financial statements of Big Rivers 
include the provisions of the Financial Accounting Standards Board (FASB) Accounting Standards 
Codification (ASC) 980, Certain Types of Regulation, which was adopted by the Company in 2003, 
and gives recognition to the ratemaking and accounting practices of the KPSC and RTJS. 

Management evaluated subsequent events up to and including March 26, 2012, the date the financial 
statements were available to be issued. 

Principles of Consolidation 

The financial statements of Big Rivers include the accounts of Big Rivers and its wholly owned 
subsidiary, Big Rivers Leasing Corporation (BWC). All significant intercompany transactions have 
been eliminated. BRLC was dissolved July 7,2009. 

Estimates 

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

System of Accounts 

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

Notes to Financial Statements 

December 3 1,201 1 and 2010 

(Dollars in thousands) 

(e) Revenue Recognition 

Revenues generated from the Company’s wholesale power contracts are based on month-end meter 
readings and are recognized as earned. Prior to its termination, in accordance with FASB ASC 840, 
Leases, Big Rivers’ revenue from the Lease Agreement was recognized on a straight-line basis over 
the term of the lease. The major components of this lease revenue include the annual lease payments 
and the Monthly Margin Payments (described in note 2). 

fl Utility Plant and Depreciation 

IJtility plant is recorded at original cost, which includes the cost of contracted services, materials, 
labor, overhead, and an allowance for borrowed funds used during construction. Replacements of 
depreciable property units, except minor replacements, are charged to utility plant. 

Allowance for borrowed funds used during construction is included on projects with an estimated 
total cost of $250 or more before consideration of such allowance. The interest capitalized is 
determined by applying the effective rate of Big Rivers’ weighted average debt to the accumulated 
expenditures for qualifying projects included in construction in progress. 

Depreciation of utility plant in service is recorded using the straight-line method over the estimated 
remaining service lives, as approved by the RUS and KPSC. During 2010, the Company 
commissioned a depreciation study to evaluate the remaining economic lives of its assets. In 201 1, 
the study was completed and approved by the RUS and KPSC. The annual composite depreciation 
rates used to compute depreciation expense were as follows: 

Electric plant 
Transmission plant 
General plant 

Jan-Nov 201 1 Dec 2011 

1.60 - 2.47% 
1.76-3.24 1.42 - 2.23 
1.1 1 -. 5.62 

0.50 -I 20.22% 

2.84 - 17.12 

For 201 1,2010, and 2009, the average composite depreciation rates were 1.91%, 1.86%, and 1.85%, 
respectively. At the time plant is disposed of, the original cost plus cost of removal less salvage value 
of such plant is charged to accumulated depreciation, as required by the RUS. 

Impairment Review of Long-Lived Assets 

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

(9) 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 20 10 

(Dollars in thousands) 

(I)  Inventory 

Inventories are carried at average cost and include coal, petroleum coke, lime, limestone, oil and gas 
used for electric generation, and materials and supplies used for utility operations. Emission 
allowances are carried in inventory at a weighted average cost by each vintage year. Issuances of 
allowances are accounted for on a vintage basis using a monthly weighted average cost. 

(i) Restricted Investments 

Investments are restricted under KPSC order to establish certain reserve funds for member rate 
mitigation in conjunction with the Unwind Transaction. These investments have been classified as 
held-to-maturity and are carried at amortized cost (see note 9). 

0) Cas12 and Cash Equivalents 

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

(k) Income Taxes 

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

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

Under the provisions of FASB ASC 740, Income Taxes, Big Rivers is required to record deferred tax 
assets and liabilities for temporary differences between amounts reported for financial reporting 
purposes and amounts reported for income tax purposes. Deferred tax assets and liabilities are 
determined based upon these temporary differences using enacted tax rates for the year in which 
these differences are expected to reverse. Deferred income tax expense or benefit is based on the 
change in assets and liabilities from period to period, subject to an ongoing assessment of realization. 
Tax benefits associated with income tax positions taken, or expected to be taken, in a tax return are 
recorded only when the more-likely than-not recognition threshold is satisfied and measured at the 
largest amount of benefit that is greater than 50% likely of being realized upon settlement. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 20 10 

(Dollars in thousands) 

(0 Patronage Capital 

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

(m) Derivatives 

Management has reviewed the requirements of FASB ASC 8 IS, Derivatives and Hedging, and has 
determined that certain contracts the Company is party to may meet the definition of a derivative 
under FASB ASC 815. The Company has elected the Normal Purchase and Normal Sale exception 
for these contracts and, therefore, the contracts are not required to be recognized at fair value in the 
financial statements. 

(n) Fair Value Measurements 

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

e 

e 

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

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

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

a 
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BIG RIVERS ELECT C CORPORATION 

Notes to Financial Statements 

December 31,201 1 and 2010 

(Dollars in thousands) 

(2) LG&E Lease Agreement 

Big Rivers, LG&E and KU, Western Kentucky Energy Corporation (WKEC), and LG&E Energy 
Marketing (LEM), closed effective July 17, 2009, a transaction resulting in a mutually acceptable early 
termination of the 1998 LG&E Lease Agreement (referred herein as the Unwind Transaction or TJnwind). 
LG&E and KU, WKEC, and LEM are collectively referred to in the notes as “LG&E and KU Entities.” 
This transaction was approved by the KPSC and the RIJS. The Unwind Transaction resulted in Big Rivers 
recognizing a net gain of $537,978. This transaction resulted in the acquisition of assets, the assumption of 
liabilities, the forgiveness of liabilities, and the establishment of a regulatory reserve prescribed by the 
KPSC in their approval of the transaction. Assets and liabilities in the unwind transaction were accounted 
for at fair value or recorded value, as appropriate. The gain from the IJnwind Transaction is summarized as 
follows: 

Unwind 
gain 

Assets received: 
Cash 
Coleman scrubber 
Inventory 
Construction in progress 
Utility plant assets 
SO2 allowances 

Liabilities (assumed) forgiven: 
Economic reserve 
Rural economic reserve 
Post-retirement benefits liability 
Residual value payments obligation 
L,EM Settlement Note 

$ 506,675 
98,500 
55,000 
23,074 
19,679 

980 

(1 57,000) 
(60,856) 

145,25 1 
15,440 

(8,768) 

Recognition of (expenses) income: 
Deferred lease income 7,187 
Deferred loss from termination of sale/leaseback (73,829) 
Deferred loss from LEM Marketing PaymentBettlement Note (14,520) 
Unwind transaction costs (1 8,99 1) 
Other 156 

Gain on unwind transaction $ 537,978 

The terms of the LG&E Lease Agreement as originally structured are outlined in the following text. 

On July 15, 1998 (Effective Date), a lease was consummated (Lease Agreement), whereby Big Rivers 
leased its generating facilities to Western Kentucky Energy Corporation (WKEC), a wholly owned 
subsidiary of LG&E and KU. Pursuant to the Lease Agreement, WKEC operated the generating facilities 
and maintained title to all energy produced. Throughout the lease term, in order for Big Rivers to klfill its 
obligation to supply power to its members, the Company purchased substantially all of its power 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 20 10 

(Dollars in thousands) 

requirements from LG&E Energy Marketing Corporation (LEM), a wholly owned subsidiary of LG&E 
and KU, pursuant to a power purchase agreement. 

Big Rivers continued to operate its transmission facilities and charged LEM tariff rates for delivery of the 
energy produced by WKEC and consumed by LEM’s customers. The significant terms of the Lease 
Agreement were as follows: 

a. 

b. 

C. 

d. 

e. 

f. 

WKEC was to lease and operate Big Rivers’ generation facilities through 2023. 

Big Rivers retained ownership of the generation facilities both during and at the end of the lease 
term. 

WKEC paid Big Rivers an annual lease payment of $30,965 over the lease term, subject to certain 
adjustments. 

On the Effective Date, Big Rivers received $69,100 representing certain closing payments and the 
first two years of the annual lease payments. In accordance with FASB ASC 840, Leases, the 
Company amortized these payments to revenue on a straight-line basis over the life of the lease. 

Big Rivers continued to provide power for its members, excluding the member loads serving the 
Aluminum Smelters, through its power purchase agreements with LEM and the Southeastern Power 
Administration, based on a pre-determined maximum capacity. When economically feasible, the 
Company also obtained the power necessary to supply its member loads, excluding the Aluminum 
Smelters, in the open market. Kenergy Corp.’s retail service for the Aluminum Smelters was served 
by LEM and other third-party providers that included Big Rivers. To the extent the power purchased 
from LEM did not reach pre-determined minimums, the Company was required to pay certain 
penalties. Also, to the extent additional power was available to Big Rivers under the LEM contract, 
Big Rivers made sales to nonmembers. 

LEM reimbursed Big Rivers the margins expected from the Aluminum Smelters, defined as the net 
cash flows that Big Rivers anticipated receiving if the Company had continued to serve the 
Aluminum Smelters’ load, as filed in the Rate Hearing (the Monthly Margin Payments). 

WKEC was responsible for the operating costs of the generation facilities; however, Big Rivers was 
partially responsible for ordinary capital expenditures (Nonincremental Capital Costs) for the 
generation facilities over the term of the Lease Agreement, generally up to predetermined annual 
amounts. At the end of the lease term, Big Rivers was obligated to hnd a “Residual Value Payment” 
to LG&E and KU for such capital additions during the lease (see note 1). Adjustments to the 
Residual Value Payment were made based upon actual capital expenditures. Additionally, WKEC 
made required capital improvements to the facilities to comply with new laws or changes to existing 
laws (Incremental Capital Costs) over the lease life (the Company was partially responsible for such 
costs-20% prior to termination of the lease) and the Company was required to submit another 
Residual Value Payment to LG&E and K U  for the undepreciated value of WKEC’s 80% share of 
these costs, at the end of the lease. The Company had title to these assets during the lease and upon 
lease termination. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,20 1 1 and 20 10 

(Dollars in thousands) 

h. 

1. 

j. 

Big Rivers entered into a note payable with LEM for $19,676 (the LEM Settlement Note) to be 
repaid over the term of the Lease Agreement, with an interest rate at 8% per annum, in consideration 
for LEM’s assumption of the risk related to unforeseen costs with respect to power to be supplied to 
the Aluminum Smelters and the increased responsibility for financing capital improvements. The 
Company recorded this obligation as a component of deferred charges with the related payable 
recorded as long-term debt in the accompanying balance sheets. This deferred charge was amortized 
on a straight-line basis up to the Effective Date of the Unwind Transaction. 

On the Effective Date, Big Rivers paid a nonrefundable marketing payment of $5,933 to LEM, 
which was recorded as a component of deferred charges. This amount was amortized on a 
straight-line basis up to the Effective Date of the T.Jnwind Transaction. 

During the lease term, Big Rivers was entitled to certain “billing credits” against amounts the 
Company owed LEM under the power purchase agreement. Each month during the first 55 months 
of the lease term, Big Rivers received a credit of $89. For the year 201 1, Big Rivers was to receive a 
credit of $2,611 and for the years 2012 through 2023, the Company was to receive a credit of $4,111 
annually. 

In accordance with the power purchase agreement with LEM, the Company was allowed to purchase 
power in the open market rather than from LEM, incurring penalties when the power purchased from LEM 
did not meet certain minimum levels, and to sell excess power (power not needed to supply its 
jurisdictional load) in the open market (collectively referred to as Arbitrage). Pursuant to the New RUS 
Promissory Note (currently the RUS Series A Note) and the RUS ARVP Note (currently the RUS Series B 
Note), the benefit, net of tax, as defined, derived from Arbitrage had to be divided as follows: one-third, 
adjusted for capital expenditures, was used to make principal payments on the New RTJS Promissory Note; 
one-third was used to make principal payments on the RIJS ARVP Note; and the remaining value was 
retained by the Company. 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 20 10 

(Dollars in thousands) 

(3) Utility Plant 

At December 3 1,201 1 and 2010, utility plant is summarized as follows: 

201 1 2010 

Classified plant in service: 
Production plant 
Transmission plant 
General plant 
Other 

Less accumulated depreciation 

Construction in progress 
Utility plant - net 

$ 1,706,243 $ 1,689,024 
23 8,73 8 237,689 
33,744 18,937 

543 543 

1,979,268 1,946,193 

936.355 909.501 

1,042,913 1,036,692 

49.150 54.874 
$ 1,092,063 $ 1,091,566 

Interest capitalized for the years ended December 3 1, 201 1, 2010, and 2009, was $548, $684, and $133, 
respectively. 

The Company has not identified any material legal asset retirement obligations, as defined in FASB 
ASC 4 10, Asset Retirement and Environmental Obligations. In accordance with regulatory treatment, the 
Company records an estimated net cost of removal of its utility plant through normal depreciation. As of 
December 3 1,201 1 and 2010, the Company had approximately $41,449 and $38,000, respectively, related 
to nonlegal removal costs included in accumulated depreciation. 
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BIG RrVEWS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 20 1 1 and 201 0 

(Dollars in thousands) 

(4) Debt and Other Long-Term Obligations 

A detail of long-term debt at December 3 1,201 1 and 2010 is as follows: 

201 1 2010 

RUS Series A Promissory Note, stated amount of $523,192, 
stated interest rate of 5.75%, with an imputed interest rate 
of 5.84% maturing July 2021 $ 521,250 $ 558,73 1 

RUS Series B Promissory Note, stated amount of $245,530, 
no stated interest rate, with interest imputed at 5.80%, 
maturing December 2023 123,049 116,165 

County of Ohio, Kentucky, promissory note, fixed interest 
rate of 6.00%, maturing in July 203 1 83,300 83,300 

County of Ohio, Kentucky, promissory note, variable interest 
rate (average interest rate of 3.30% and 3.27% in 201 1 
and 201 0, respectively), maturing in June 20 13 58,800 58,800 

Total long-term debt 786,399 8 16,996 

Current maturities 72,145 7,373 
Total long-term debt - net of current maturities $ 714,254 $ 809,623 

The following are scheduled maturities of long-term debt at December 3 1 : 

Year: 
2012 
2013 
2014 
2015 
2016 
Thereafter 

Amount 

$ 72,145 
79,260 
21,661 
22,955 

23 1,882 
358,496 

Total $ 786,399 

(a) RUS Notes 

On July 15, 1998, Big Rivers recorded the New R'IJS Promissory Note and the RUS ARVP Note at 
fair value using the applicable market rate of 5.82%. On the Unwind Closing Date, the New RUS 
Note and the ARVP Note were replaced with the RUS 2009 Promissory Note Series A and the RUS 
2009 Promissory Note Series By respectively. After an Unwind Closing Date payment of $140,18 1 , 
the RUS 2009 Promissory Note Series A is recorded at an interest rate of 5.84%. The R'IJS 2009 
Series B Note is recorded at an imputed interest rate of 5.80%. The RIJS Notes are collateralized by 
substantially all assets of the Company and secured by the Indenture dated July 1, 2009 between the 
Company and U.S. Bank National Association. 

14 &&i%%!&2-00492 
Attachment €or Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 362 of 458 



BIG RIVERS ELECTRIC CORPOIZATION 

Notes to Financial Statements 

December 3 1,20 1 1 and 20 10 

(Dollars in thousands) 

(b) Pollution Control Bonds 

In June 2010, the County of Ohio, Kentucky, issued $83,300 of Pollution Control Refunding 
Revenue Bonds, Series 2010A (Series 2010A Bonds), the proceeds of which are supported by a 
promissory note from Big Rivers, which bears the same interest rate. These bonds bear interest at a 
fixed rate of 6.00% and mature in July 203 1. 

The County of Ohio, Kentucky, issued $58,800 of Pollution Control Variable Rate Demand Bonds, 
Series 1983 (Series 1983 Bonds), the proceeds of which are supported by a promissory note from 
Big Rivers, which bears the same interest rate as the bonds. These bonds bear interest at a variable 
rate and mature in June 20 13. 

The Series 1983 Bonds are supported by a liquidity facility issued by Credit Suisse First Boston, 
which was assigned to Dexia Credit in 2006. In addition, the Series 1983 Bonds are supported by a 
municipal bond insurance and surety policy issued by Ambac Assurance Corporation. Big Rivers has 
agreed to reimburse Ambac Assurance Corporation for any payments under the municipal bond 
insurance policy or the surety policy. Both Series are secured by the Indenture dated July , 2009 
between the company and U.S. Bank National Association. 

The Series 1983 Bonds are subject to a maximum interest rate of 13.00%. The December 3 
interest rate on the Series 1983 Pollution Control Bonds was 3.25%. 

,2011 

(c) Notes Payable 

Notes payable represent the Company’s borrowing on its line of credit with the National Rural 
TJtilities Cooperative Finance Corporation (CFC) and CoBank, ACB (CoBank). The maximum 
borrowing capacity on the lines of credit is $100,000 consisting of $50,000 each for CFC and 
CoBank. In March 201 1,  Big Rivers paid down the $10,000 of borrowings outstanding on the 
CoBank line of credit at December 3 1 ,  201 0. The Company had no borrowings outstanding on the 
lines of credit at December 3 1 , 20 1 1. Letters of credit issued under an associated Letter of Credit 
Facility with CFC reduced the borrowing capacity on the CFC line of credit by $5,375 and $5,928 at 
December 31, 201 1 and 2010, respectively. Advances on the CFC line of credit bear interest at a 
variable rate and outstanding balances are payable in full by the maturity date of July 16, 2014. The 
CFC variable rate is equal to the CFC Line of Credit Rate, which is defined as “the rate published by 
CFC from time to time, by electronic or other means, for similarly classified lines of credit, but if not 
published, then the rate determined for such lines of credit by CFC from time to time.” Advances on 
the CoBank line of credit bear interest at a variable rate and outstanding balances are payable in full 
by the maturity date of July 16, 2012. The CoBank variable rate is a fixed rate per annum (for 
interest periods of 1, 2, 3, and 6 months) equal to LIBOR plus the Applicable Margin as determined 
by the Company’s credit rating. On February 25, 201 1, a $2,500 CFC line of credit, available to the 
Company to finance storm emergency repairs and expenses related to electric utility operations, 
matured. 
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(4 Covenants 

Big Rivers is in compliance with all debt covenants associated with both long-term and short-term 
debt. The Company’s Indenture and its line of credit with CFC require that a Margins for Interest 
Ratio (MFIR) of at least 1.10 be maintained for each fiscal year. The CoBank line of credit 
agreement requires that at the end of each fiscal year the Company have a Debt Service Coverage 
Ratio (DSCR) of not less than 1.20. Big Rivers’ lines of credit with CFC and CaBank require Equity 
to Asset ratios of 12% and 1S%, respectively. Big Rivers’ 201 1 MFIR was 1.12, its DSCR was 1.47 
and the Asset to Equity Ratio was 27%. 

(5) Rate Matters 

The rates charged to Big Rivers’ members consist of a demand charge per kilowatt (kW) and an energy 
charge per kilowatt hour (kWh) consumed as approved by the KPSC. The rates include specific demand 
and energy charges for its members’ two classes of customers, the large industrial customers and the rural 
customers under its jurisdiction. For the large industrial customers, the demand charge is generally based 
on each customer’s maximum demand during the current month. Effective September 1, 201 1, the 
Company received approval from the KPSC to base the member rural demand charge on its Maximum 
Adjusted Net Local Load (as defined in Big Rivers tariff). 

Prior to the Unwind Transaction the demand and energy charges were not subject to adjustments for 
increases or decreases in fuel or environmental costs. In conjunction with the Unwind Transaction, the 
KPSC approved the implementation of certain tariff riders; including a fuel adjustment clause and an 
environmental surcharge, offset by an unwind surcredit (a refund to tariff members of certain charges 
collected from the Aluminum Smelters in accordance with the contract terms). The net effect of these 
tariffs is recognized as revenue on a monthly basis with a partial offset to the regulatory liability - member 
rate mitigation described below. 

The net impact of the tariff riders to members rates is currently mitigated by a Member Rate Stability 
Mechanism (MRSM) that was funded by certain cash suinounts received from the E.ON Entities in 
connection with the IJnwind Transaction (the Economic and Rural Economic Reserves) and held by Big 
Rivers as restricted investments. An offsetting regulatory liability - member rate mitigation was 
established with the fiinding of these accounts. 

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, 201 1, 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 $26,745. One of the intervenors in the case has filed an appeal seeking, among other 
things, an approximate $6,200 reduction in the revenue relief granted in the order, and will presumably ask 
that any relief obtained be retroactive to the effective date of the rates approved in the order (September 1, 
201 1). Big Rivers has also sought rehearing on certain matters raised in the order that could increase Big 
Rivers’ annual revenue by $2,735. 

The wholesale rates established for the members nonsmelter large direct-served industrial customers 
(the Large Industrial Rate) provide the basis for pricing the energy consumed by the Aluminum Smelters. 
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The primary component of the pricing used for the Aluminum Smelters is an energy charge in dollars per 
megawatt hour (MWh) determined by applying the Large Industrial Rate to a load with a 98% load factor, 
and adding an additional charge of $0.25 per MWh. The other components reflected in the pricing of the 
Aluminum Smelters’ energy usage are certain charges and credits as provided for under the terms of the 
Aluminum Smelters’ wholesale electric service agreements between Big Rivers and Kenergy Corp. 
(Kenergy Corp. is the retail provider for the Aluminum Smelters load). 

(6) Income Taxes 

At December 3 1, 201 1, Big Rivers had a Nonpatron Net Operating L,oss Carryforward of approximately 
$32,434 expiring at various times between 201 1 and 203 1, and an Alternative Minimum Tax Credit 
Carryforward of approximately $7,13 8, which carries forward indefinitely. 

The Company has not recorded any regular income tax expense for the years ended December 3 1 ,  201 1, 
2010, and 2009, as the Company has utilized federal net operating losses to offset any regular taxable 
income during those years. Had the Company not had the benefit of a net operating loss carryforward, the 
Company would have recorded $3,613, $3,846, and $19,619 in current regular tax expense for the years 
ended December 3 1,20 1 1 , 20 10 and 2009, respectively. 

The components of the net deferred tax assets as of December 3 1 , 201 1 and 20 10 were as follows: 

2011 201 0 

Deferred tax assets: 
Net operating loss carryforward 
Alternative minimum tax credit carryforwards 
Member rate mitigation 
Fixed asset basis difference 
RTJS Series B Note 

Total deferred tax assets 

Deferred tax liabilities: 
RUS Series B Note 
Bond refunding costs 

Total deferred tax liabilities 

12,812 $ 16,730 
7,138 6,038 

10,326 10,326 
3,980 10,752 

19,689 14,767 

53,945 58,613 

Net deferred tax asset (prevaluation allowance) 53,936 58,605 
Valuation allowance 

Net deferred tax asset 

17 

(53,936) (5 8,605) 
__. $ - $ 
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A reconciliation of the Company’s effective tax rate for 20 1 1 , 20 10, and 2009 follows: 

2011 2010 2009 

Federal rate 35.0% 35.0% 35.0% 
State rate - net of federal benefit 4.5 4.5 4.5 
Permanent differences 0.9 0.5 - 

Tax benefit of operating loss 

Alternative minimum tax 3.5 3 .O 0.2 

Patronage allocation to members (40.8) (38.8) (35.4) 

carryforwards and other 0.4 (1.2) (4.1) 

Effective tax rate 3.5% 3 .O% 0.2% 

The Company files a federal income tax return, as well as certain state income tax returns. The years 
currently open for federal tax examination are 2007 through 201 1 and 1996 through 1997, due to unused 
net operating loss carryforwards. The major state tax jurisdiction currently open for tax examination is 
Kentucky for years 2004 through 201 1 and years 2001 through 2003, also due to unused net operating loss 
carryforwards. The Company has not recorded any unrecognized tax benefits or liabilities related to federal 
or state income taxes. 

The Company classifies interest and penalties as an operating expense on the income statement and 
accrued expense in the balance sheet. No material interest or penalties have been recorded during 2011, 
2010, or 2009. 

(7) Power Purchased 

Prior to the Unwind Transaction and in accordance with the Lease Agreement, Big Rivers supplied all of 
the members’ requirements for power to serve their customers, other than the Aluminum Smelters. 
Contract limits were established in the Lease Agreement and included minimum and maximum hourly and 
annual power purchase amounts. Big Rivers could not reduce the contract limits by more than 12 MW in 
any year or by more than a total of 72 MW over the lease term. In the event Big Rivers failed to take the 
minimum requirement during any hour or year, Big Rivers was liable to LEM for a certain percentage of 
the difference between the amount of power actually taken and the applicable minimum requirement. 

Although Big Rivers was required by the Lease Agreement to purchase minimurn hourly and annual 
amounts of power from LEM, the lease did not prevent Big Rivers from paying the associated penalty in 
certain hours to purchase lower cost power, if available, in the open market or reselling a portion of its 
purchased power to a third party. The power purchases made under this agreement for the year ended 
December 3 1 , 2009, was $5 1,592 and is included in power purchased and interchanged on the statement of 
operations. 
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(8) Pension PIans 

(a) Defined Benefit Plans 

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

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

The Company has adopted FASB ASC 715, Compensation - Retirement Benefits, including the 
requirement to recognize the fixnded status of its pension plans and other postretirement plans (see 
note 1 1 - Postretirement Benefits Other Than Pensions). FASB ASC 715 defines the funded status of 
a defined benefit pension plan as the fair value of its assets less its projected benefit obligation, 
which includes projected salary increases, and defines the funded status of any other postretirement 
plan as the fair value of its assets less its accumulated postretirement benefit obligation. 

FASB ASC 715 also requires an employer to measure the funded status of a plan as of the date of its 
year-end balance sheet and requires disclosure in the notes to the financial statements certain 
additional information related to net periodic benefit costs for the next fiscal year. The Company’s 
pension and other Postretirement benefit plans are measured as of December 3 1 , 20 1 1 and 20 10. 
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The following provides an overview of the Company’s noncontributory defined benefit pension 
plans. 

A reconciliation of the Company’s benefit obligations of its noncontributory defined benefit pension 
plans at December 3 1,201 1 and 2010 follows: 

2011 2010 

Benefit obligation - beginning of period $ 28,804 $ 25,493 
Service cost -benefits earned during the period 1,279 1,289 
Interest cost on projected benefit obligation 1,296 1,368 

Actuarial loss 845 1,460 
Benefit obligation - end of period $ 31,743 $ 28,804 

Benefits paid (481) (806) 

The accumulated benefit obligation for all defined benefit pension plans was $25,482 and $21,977 at 
December 3 1 , 20 1 1 and 201 0, respectively. 

A reconciliation of the Company’s pension plan assets at December 3 1,201 1 and 2010 follows: 

2011 2010 

$ 25,267 $ 22,270 Fair value of plan assets - beginning of period 
Actual return on plan assets 3 24 2,707 
Employer contributions 2,890 1,096 

Fair value of plan assets - end of period $ 28,000 $ 25,267 
Benefits paid (481) (806) 

The funded status of the Company’s pension plans at December 3 1,20 1 1 and 20 10 follows: 

2011 2010 

Benefit obligation - end of period $ (31,743) $ (28,804) 
Fair value of plan assets - end of period 28,000 25,267 

Funded status $ (3,743) $ (3’53 7) 
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Components of net periodic pension costs for the years ended December 3 1, 20 1 1, 20 10, and 2009 
were as follows: 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of prior service cost 
Amortization of actuarial loss 
Settlement loss 

Net periodic benefit 
cost 

2011 2010 2009 

$ 1,279 $ 1,289 $ 1,24 1 
1,296 1,368 1,466 

(1,737) (1,533) (1,332) 
14 19 19 

46 1 5 84 834 
- 1,690 - 

$ 1,313 $ 1,727 $ 3.918 

A reconciliation of the pension plan amounts in accumulated other comprehensive income at 
December 31,201 1 and 2010 follows: 

201 1 2010 

Prior service cost $ (26) $ (40) 
Unamortized actuarial loss (11,151) (9,354) 

Accumulated other comprehensive income $ (11,177) $ (9,394) 

In 2012, $14 of prior service cost and $696 of actuarial loss is expected to be amortized to periodic 
benefit cost. 

The recognized adjustments to other comprehensive income (loss) at December 3 1, 201 1 and 2010 
follows: 

201 1 2010 

Prior service cost $ 14 $ 19 
IJnamortized actuarial gain (loss) (1,797) 297 

Other comprehensive income (loss) $ (1,783) $ 3 16 

At December 3 1,20 1 1 and 20 10, amounts recognized in the balance sheets were as follows: 

2011 2010 

Deferred credits and other 

21 

$ (3,743) $ (3,537) 
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Assumptions used to develop the projected benefit obligation and determine the net periodic benefit 
cost were as follows: 

2011 2010 2009 

Discount rate - projected benefit 

Discount rate - net periodic benefit 

Rates of increase in compensation 

Expected long-term rate of return on 

obligation 4.26% 4.95% 5.59% 

cost 4.95 5.59 6.38 

levels 4.00 4.00 4.00 

assets 7.25 7.25 7.25 

The expected long-term rate of return on plan assets for determining net periodic pension cost for 
each fiscal year is chosen by the Company from a best estimate range determined by applying 
anticipated long-term returns and long-term volatility for various asset categories to the target asset 
allocation of the plans, as well as taking into account historical returns. 

Using the asset allocation policy adopted by the Company noted in the paragraph below, we 
determined the expected rate of return at a 50% probability of achievement Level based on 
(a) forward-looking rate of return expectations for passively managed asset categories over a 20-year 
time horizon and (b) historical rates of return for passively managed asset categories. Applying an 
approximately 80%/20% weighting to the rates determined in (a) and (b), respectively, produced an 
expected rate of return of 7.28%, which was rounded to 7.25%. 

Big Rivers utilizes a third party investment manager for the plan assets, and has communicated 
thereto the Company’s Retirement Plan Investment Policy, including a target asset allocation mix of 
50% 1J.S. Equities (an acceptable range of 45%-55%), 15% International Equities (an acceptable 
range of 10%-20%), and 35% fixed income (an acceptable range of 30%-40%). As of December 31, 
201 1 and 2010, the investment allocation was 56% and 58%, respectively, in 1J.S. Equities, 8% and 
9%, respectively, in International Equities, and 36% and 33%, respectively, in fixed income. The 
objective of the investment program seeks to (a) maximize return on investment, (b) minimize 
volatility, (c) minimize company contributions, and (d) provide the employee benefit in accordance 
with the plans. The portfolio is well diversified and of high quality. The average quality of the fixed 
income investments must be “A” or better. The equity portfolio must also be of investment grade 
quality. The performance of the investment manager is reviewed semi-annually. 
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At December 3 1,201 1 and 2010, the fair value of Big Rivers’ defined benefit pension plan assets by 
asset category are as follows: 

Cash and money market 
Equity securities: 
US. large-cap stocks 
1J.S. mid-cap stock mutual funds 
1J.S. small-cap stock mutual funds 
International stock mutual funds 
Preferred stock 

TIPS bond fund 
1J.S. government agency bonds 
Taxable 1J.S. municipal bonds 
US. corporate bonds 
Global bond fund 

Fixed: 

Cash and money market 
Equity securities: 

U S .  large-cap stocks 
1J.S. mid-cap stock mutual funds 
US.  small-cap stock mutual funds 
International stock mutual funds 
Preferred stock 

TIPS bond fund 
U.S. government agency bonds 
Taxable US .  municipal bonds 
U.S. corporate bonds 

Fixed: 

December 31, 
Level 1 Level 2 201 1 

$ 2,129 $ __ $ 2,129 

10,178 ___ 10,178 
3,365 __. 3,365 
1,666 - 1,666 
2,168 __ 2,168 

493 493 - 

723 723 __ 
__ 1,085 1,085 
- 3,258 3,258 
- 2,630 2,630 

305 305 

$ 20,722 $ 7,278 $ 28,000 

__ 

December 31, 
Level 1 Level 2 2010 

$ 1,517 $ - $ 1,517 

9,73 1 - 9,73 1 
2,926 __ 2,926 
1,448 - 1,448 
2,194 I_ 2,194 

490 490 - 

161 161 - 
- 1,843 1,843 
- 2,635 2,635 
- 2,322 2,322 

$ 18,467 $ 6,800 $ 25,267 
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Expected retiree pension benefit payments projected to be required during the years following 201 1 
are as follows: 

Amount 

Years ending December 3 1 : 
2012 $ 2,330 
2013 4,386 
2014 1,799 
2015 3,196 
2016 3,265 
2017 - 2020 10.986 

Total $ 25,962 

In 20 12, the Company expects to contribute $970 to its pension plan trusts. 

(6) Defined Contribution Plans 

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

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

The Company’s expense under these plans was $4,464 and $4,389 for the years ended December 31, 
201 1 and 2010, respectively. 

(c) Deferred Compensation Plan 

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

The nonqualified deferred compensation plan is unfunded, but the Company has chosen to finance its 
obligations under the plan, including any employee deferrals, through a rabbi trust. The trust assets 
remain a part of the Company’s general assets, subject to the claims of its creditors. The 2011 
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employer contribution was $58 and deferred compensation expense was $81. As of December 31, 
201 1, the trust asset was $283 and the deferred liability was $202. 

(9) Restricted Investments 

The amortized costs and fair values of Big Rivers restricted investments held for member rate mitigation at 
December 3 1,201 1 and 2010 are as follows: 

2011 2010 

Amortized Fair Amortized Fair 
costs values costs values 

Cash and money market $ 12,765 $ 12,764 $ 12,812 $ 12,812 
Debt securities: 

U.S. Treasuries 62,073 63,917 60,94 1 62,582 
1J.S. government agency 88,324 88,485 143,809 143,922 

Total $ 163,162 $ 165,166 $ 217,562 $ 219,316 

Gross unrealized gains and losses on restricted investments at December 3 1, 201 1 and 2010 were as 
follows: 

2011 2010 

Gains Losses Gains Losses 
I_ $ __ $ - $ 

U.S. Treasuries 1,843 ___ 1,641 ___ 

U.S. government agency 161 __ 33 1 217 
Total $ 2,004 $ __I $ 1,972 $ 217 

___ Cash and money market $ 
Debt securities: 

Debt securities at December 3 1, 201 1 and 2010 mature, according to their contractual terms, as follows 
(actual maturities may differ due to call or prepayment rights): 

2011 2010 

costs values costs values 
Amortized Fair Amortized Fair 

In one year or less $ 43,021 $ 43,092 $ 71,111 $ 71,193 
ARer one year through five years 120,14 1 122,074 146,45 1 148,123 

Total $ 163,162 $ 165,166 $ 217,562 $ 219,316 
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Gross unrealized losses on investments and the fair values of the related securities, aggregated by 
investment category and length of time that individual securities have been in a continuous unrealized loss 
position at December 3 1,20 1 1 and 20 10 were as follows: 

201 1 2010 

Less than 12 months Less than 12 months 

Fair Fair 
Losses values Losses values 

Debt securities: 
__ $ ____ $ ___ $ 1J.S. Treasuries $ 

U.S. government agency __. - 217 15,783 
Total $ __ $ - $ 217 $ 15,783 

__ 

The unrealized loss positions were primarily caused by interest rate fluctuations. The number of 
investments in an unrealized loss position as of December31, 2011 and 2010 was zero and one, 
respectively. Since the Company does not intend to sell and will more likely than not maintain each debt 
security until its anticipated recovery, and no significant credit risk is deemed to exist, these investments 
are not considered other-than-temporarily impaired. 

(10) Fair Value of Other Financial Instruments 

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

The carrying value of accounts receivable, and accounts payable approximate fair value due to their short 
maturity. At December 3 1, the Company’s cash and cash equivalents included short-term investments in an 
institutional money market government portfolio account classified as trading securities under ASC 320, 
Investments - Debt and Equity Securities, that were recorded at fair value which were determined using 
quoted market prices for identical assets without regard to valuation adjustment or block discount (a 
Level 1 measure), as follows: 

2011 2010 

Institutional money market government portfolio $ 44,844 $ 44,774 

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

Big Rivers’ long-term debt at December 3 1, 201 1 consists of RUS notes totaling $644,299, variable rate 
pollution control bonds in the amount of $58,800, and fixed rate pollution control bonds in the amount of 
$83,300 (see note 4). The RUS debt cannot be traded in the market and, therefore, a value other than its 
outstanding principal amount cannot be determined. The fair value of the Company’s variable rate 
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BIG WEIRS ELECTFUC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 2010 

(Dollars in thousands) 

pollution control debt is par value, as each variable rate reset effectively prices such debt to the current 
market. At December 3 1, 201 1, the fair value of Big Rivers’ fixed rate pollution control debt was 
determined based on quoted prices in active markets of identical liabilities (Level 1 measure) and totaled 
$86,399. 

(1 1) Postretirement Benefits Other than Pensions 

Big Rivers provides certain postretirement medical benefits for retired employees and their spouses. 
Generally, except for generation bargaining retirees, Big Rivers pays 85% of the premium cost for all 
retirees age 62 to 65. The Company pays 25% of the premium cost for spouses under age 62. For salaried 
retirees age 55 to age 62, Big Rivers 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, Big Rivers 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 subject to a minimum of 4% and a maximum of 7%. The 
account is to be used for the sole purpose of paying the premium cost for the retiree and spouse. 

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

2011 2010 2009 

Discount rate - projected benefit obligation 4.29% 4.96% 5.78% 
Discount rate - net periodic benefit cost 4.96 5.78 6.32 

The health care cost trend rate assumptions as of December 3 1, 201 1 and 2010 were as follows: 

Initial trend rate 
Ultimate trend rate 
Year ultimate trend is reached 

2011 2010 

7.40% 7.60% 
4.50 4.50 

2028 2028 

A one-percentage-point change in assumed health care cost trend rates would have the following effects: 

2011 2010 

One-percentage-point decrease: 
Effect on total service and interest cost components $ (211) $ (20 1) 
Effect on year end benefit obligation (1,056) (1,131) 

Effect on total service and interest cost components 254 236 
Effect on year end benefit obligation 1,226 1,306 

One-percentage-point increase: 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 31 , 201 1 and 2010 

(Dollars in thousands) 

A reconciliation of the Company’s benefit obligations of its postretirement plan at December 3 1 , 201 1 and 
20 10 follows: 

Benefit obligation - beginning of period 
Service cost -benefits earned during the period 
Interest cost on projected benefit obligation 
Participant contributions 
Benefits paid 
Actuarial loss 
Benefit obligation - end of period 

201 1 2010 

$ 15,864 $ 13,864 
1,253 1,313 

754 743 
160 85 

620 172 
$ 18,040 $ 15,864 

(61 1) (3 13) 

A reconciliation of the Company’s postretirement plan assets at December 3 1,20 1 1 and 20 10 follows: 

Fair value of plan assets - beginning of period 
Employer contributions 
Participant contributions 
Benefits paid 
Fair value of plan assets - end of period 

2011 2010 

$ - - $ 
45 1 228 
160 85 

(61 1) (3 13) 
I__ $ __ $ 

The funded status of the Company’s Postretirement plan at December 3 1’20 1 1 and 20 10 follows: 

Benefit obligation - end of period 
Fair value of plan assets - end of period 

Funded status 

2011 2010 

$ (18,040) $ (1 5,864) 
- - 

$ (18,040) $ (1 5,864) 

The components of net periodic postretirement benefit costs for the years ended December 3 1’20 1 1 , 20 10, 
and 2009 were as follows: 

2011 2010 2009 

Service cost $ 1,253 $ 1,313 $ 878 
Interest cost 754 743 464 
Amortization of prior service cost 17 17 17 

(17) 
Amortization of transition obligation 31 31 31 

Net periodic benefit cost $ 2,055 $ 2,104 $ 1,373 

Amortization of actuarial (gain) - - 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1 , 201 1 and 2010 

(Dollars in thousands) 

A reconciliation of the postretirement plan amounts in accumulated other comprehensive income (loss) at 
December 3 1 , 20 1 1 and 20 10 follows: 

2011 2010 

Prior service cost $ (130) $ (147) 

Transition obligation (3 1) (62) 
Unamortized actuarial gain (loss) (385) 23 5 

Accumulated other comprehensive income (loss) $ (546) $ 26 

In 2012, $18 of prior service cost, $0 of actuarial gain, and $31 of the transition obligation is expected to 
be amortized to periodic benefit cost. 

The recognized adjustments to other comprehensive loss at December 3 1 , 20 1 1 and 20 10 follows: 

Prior service cost 
Unamortized actuarial loss 
Transition obligation 

Other comprehensive loss 

2011 2010 

$ 17 $ 18 

31 30 
(620) (1 72) 

At December 3 1,201 1 and 2010, amounts recognized in the balance sheets were as follows: 

Accounts payable 
Deferred credits and other 

Net amount recognized 

2011 2010 

(17,278) (1 5,264) 
$ (18,040) $ (15,864) 

$ (762) $ (600) 

Expected retiree benefit payments projected to be required during the years following 201 1 are as follows: 

Amount 
Year: 

2012 
2013 
2014 
2015 
2016 
2017 - 2021 

Total 

29 

$ 76 1 
963 

1,148 
1,277 
1,383 
8,754 

$ 14,286 
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BIG RIVERS ELECTRIC CORPORATION 

Notes to Financial Statements 

December 3 1,201 1 and 2010 

(Dollars in thousands) 

In addition to the postretirement plan discussed above, in 1992 Big Rivers began a postretirement benefit 
plan, which vests a portion of accrued sick leave benefits to salaried employees upon retirement or death. 
To the extent an employee’s sick leave hour balance exceeds 480 hours such excess hours are paid at 20% 
of the employee’s base hourly rate at the time of retirement or death. The accumulated obligation recorded 
for the postretirement sick leave benefit is $579 and $391 at December 3 1, 201 1 and 2010, respectively. 
The postretirement expense recorded was $191, $21, and $45 for 201 1, 2010, and 2009, respectively, and 
the benefits paid were $3, $5, and $78 for 201 1,2010, and 2009, respectively. 

(12) Related Parties 

For the years ended December 3 1, 201 1, 2010, and 2009, Big Rivers had tariff sales to its members of 
$15 1,472, $15 1,001, and $125,826, respectively. In addition, for the years ended December 3 1, 20 1 1, 
2010, and 2009, Big Rivers had certain sales to Kenergy for the Aluminum Smelters and Domtar Paper 
loads of $306,420, $281,473, and $167,885, respectively. 

At December 31, 201 1 and 2010, Big Rivers had accounts receivable from its members of $40,3 14 and 
$36,636, respectively. 

(13) Commitments and Contingencies 

Big Rivers is involved in litigation arising in the normal course of business. While the results of such 
litigation cannot be predicted with certainty, management, based upon advice of counsel, believes that the 
final outcome will not have a material adverse effect on the financial statements. 

Big Rivers plans to seek KPSC approval for its 2012 environmental compliance plan (ECP) in an April 
2012 filing. This ECP will consist of $283,490 of capital projects, primarily for a new scrubber at the D.B. 
Wilson station and a new selective catalytic reduction facility at the R.D. Green station, 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 U.S. Environmental Protection Agency Cross-State Air Pollution 
Rule, and Mercury and Other Air Toxics Standards. Among other things, the ECP filing will seek to 
recover the costs of the ECP through an amendment to Big Rivers’ existing 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. 
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APPENDIX B 

MEMBER FINANCIAL ANI) STATISTICAL INFORMATION 

The Members operate their systems on a not-for-profit basis. Accumulated margins remaining 
after payment of expenses and provision for depreciation constitute patronage capital for the consumers of 
the Members. Refunds of accumulated patronage capital to individual consumers of the Members are 
made from time to time on a patronage basis subject to limitations contained in each Member’s mortgage 
with RUS, if applicable, or other applicable debt instruments. 

The Members are the owners of Big Rivers and not subsidiaries. Except with respect to the 
obligations of the Members under their respective wholesale power contracts and the Smelter 
Agreements, Big Rivers has no legal interest in, or obligation in respect of, any of the assets, liabilities, 
equity, revenue or margins of the Members, other than the Company’s rights under these contracts. The 
revenues of the Members are not pledged to Big Rivers, but their revenues are the source from which they 
pay for power and energy and transmission services purchased from Big Rivers. Revenues of the 
Members are, however, often pledged under their respective mortgages or other debt instruments. 

IJnaudited financial and statistical information relating to the Members is set forth below. The 
tables present a three-year summary of the balance sheets, statements of operations and selected statistical 
information with respect to the Members. The information contained below has been taken from RIJS 
Financial and Statistical Reports (RUS Form 7) provided to Big Rivers by the Members. This 
information about the Members may not be indicative of their future results. In addition, the assets, 
liabilities, equity, revenue and margins should not be attributed to Big Rivers. 
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Table 1 
Big Rivers’ Members 

Selected Statistics 
for the Years Ended December 31. 

Meade Jackson 
2011: Kenergy County Purchase 
Average Monthly Residential Revenue ($) 2.289. 973 - 2.422. 5 12 .................. 4,690, 294 
Average Monthly kWh ................................................. 
Average Residential Revenue (cents per kWh) ............ 

Times Interest Earned Ratio ......................................... 
EquitylAssets ................................................................ 
EquitylTotal Capitalization .......................................... 

2010: 

Average Monthly kWh ................................................. 
Average Monthly Residential Revenue ($) .................. 

Average Residential Revenue (cents per kWh) ............ 

Times Interest Earned Ratio ......................................... 
EquitylAssets ................................................................ 
EquitylTotal Capitalization .......................................... 

2009: 

Average Monthly kWh ................................................. 
Average Monthly Residential Revenue ($) .................. 

Average Residential Revenue (cents per kWh) ............ 

Times Interest Earned Ratio ......................................... 
EquitylAssets ................................................................ 
Equity/Total Capitalization .......................................... 

OHSUSA:750982154.2 B -2 

62.843. 652 
7.46 

1.66 
28% 
36% 

4.762. 2 13 
67.746. 442 

7.03 

1.95 
27% 
33% 

4.195. 793 
59.329. 974 

7.07 

1.48 
24% 
3 0% 

30.394. 614 
7.53 

2.09 
3 1% 
3 4% 

2. 18 I. 402 
31.257. 410 

6.98 

2.05 
30% 
34% 

1.940. 410 
27.753. 017 

6.99 

1.57 
29% 
3 2% 

34.269. 208 
7.07 

1.04 
36% 
40% 

2.603. 350 
36.804. 036 

7.07 

2.51 
37% 
44% 

2.273. 613 
32. 33 1. 404 

7.03 

1.26 
34% 
40% 

Case No . 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J . Richert 
Page 380 of 458 



Table 2 
Big Rivers’ Members 

Average Number of Customers Served by Each Member 
for the Years Ended December 31, 

Meade 

Residential Service .................................................. 45,294 26,402 
Commercial and Industrial ...................................... 9,838 2,070 

2011: Kenergy County 

78 6 
55,210 28,478 

Other ........................................................................ 
Total Customers Served .......................................... 

2010: 
Residential Service .................................................. 45,201 26,213 
Commercial and Industrial ...................................... 9,714 2,048 
Other 76 6 

54,991 28,267 Total Customers Served .......................................... 
........................................................................ 

2009: 
Residential Service .................................................. 453 11 25,940 
Commercial and Industrial ...................................... 9,652 2,050 

76 6 Other ........................................................................ 
54,839 27,996 Total Customers Served .......................................... 

Jackson 
Purchase 

26,054 
3,135 

10 
29,199 

26,053 
3,087 

12 
29,152 - 
26,034 
3,063 

12 
29,109 - 
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Table 3 
Big Rivers’ Members 

Annual MWh Sales by Customer Class 
for the Years Ended December 31, 

2011: 
Residential Service ............................... 

Meade 
Kenergy County 

................... 754.124 364,735 
Commercial and Industrial ...................................... 8,640;927 94;657 

........................................................................ 1,733 1,057 Other 
Total MWh Sales ..................................................... 9,396,784 460,449 

-- 

2010: 
Residential Service .................................................. 812,957 375,089 
Commercial and Industrial ...................................... 8,503,804 103,175 
Other ........................................................................ 1,737 1,103 
Total MWh Sales ...................................................... 9,318,498 479,367 

2009: 
Residential Service .................................................. 71 1,960 333,036 
Commercial and Industrial ...................................... 8,009,8 14 95,266 

....................................................................... 1,598 1,036 Other. 
Total MWh Sales ..................................................... 8,723,372 429,338 

-- 

Jackson 
Purchase 

411,231 
239,420 

-- 

888 
65 1.539 

441,648 
240,839 

993 
683,480 

387,977 
232,273 

1,033 
62 1.283 
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Table 4 
Big Rivers’ Members 

Annual Revenues by Customer Class 
for the Years Ended December 31, 

Meade 
2011: Kenergy County 
Residential Service ................................................ $56,283,522 $27,479,674 
Commercial and Industrial .................................... 367,451,614 7,131,351 

..................................................................... 282,096 74,925 
Total Electric Sales ..................................... $424,017,232 $34,685,950 

Other Operating Revenue ...................................... 1,598,821 1,093,977 
Total Operating Revenue ............................ $425,616,053 $35,779,927 

Other - 

2010: 
Residential Service ................................................ $57,146,551 $26,176,828 
Commercial and Industrial .................................... 342,046,117 7,396,588 

..................................................................... 280,234 74,376 Other 
Total Electric Sales ..................................... $399,472,902 $33,647,792 

Other Operating Revenue ...................................... 1,576,153 985,470 
Total Operating Revenue ............................ $401,049,E $34,633,262 

L 

2009: 
Residential Service ................................................ $ 50,349,518 $23,284,922 
Commercial and Industrial .................................... 297,780,615 6,825,406 

252,392 67,802 Other ..................................................................... 
Total Electric Sales ..................................... $348,382,525 $30,178,130 . .  

...................................... 1;400;341 918,510 
Total Operating Revenue ............................ $349,782,866 $3 1,096,640 

Other Operating Revenue --- 

Jackson 
Purchase 

$29,070,144 
14,825,266 

100,940 
$43,996,350 

1.138.853 , ,  

$45,13 5,203 

$3 1,240,203 
14,054,697 

104,833 

1,134,337 
$46.534,070 

$45,399,733 

$27,283,351 
13,504,966 

109,221 
$40,89733 8 

1,020,934 
$4 1.9 18,472 
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Table 5 
Big Rivers' Members 

Summary of Operating Results 
for the Years Ended December 31, 

2011: 
Operating Revenue and Patronage Capital ............ .. 
Depreciation and Amortization ............. ............ .. ".. . 
Other Operating Expenses ."""........ ..... ... .... I .."..... ....." 
Electric Operating Margin ................. ..... ............. I.I. 
Other Income .................................................. "........ 
Gross Operating Margin .........." ll.l .."...... .... ...."........ . 
Interest on Long-term Debt ('I .I . . .I . . .  ............ ...... ...... 
Tax Expenses ......................................................... ". 

Kenergy 

$425,6 16,053 
8,711,446 

407,517,352 
$9,387,255 . .  

975,075 
$10,362,330 

Meade 
County 

$35,779,927 
3,213,863 

28.352.691 

Jackson 
Purchase 

$45,135,203 
4,695,048 

3 8.043.297 
$4,213,373 

277,510 
$4,490,883 

5,786,s 1 2,123,835 
371,579 33,919 

$2,396,858 . .  
765,555 

$3,162,413 
2,867,944 

48,869 
132,877 

$1 12,723 
- 21,732 

$2,3 11,397 
I 

Other Deductions ....."...._." ........ I .............. I ._.......... 336,396 
Net Margins .. .... . I  ...." .I .......... ............ ... ... . ........... .... .. $3,867,804 

~ 

2010: 
Operating Revenue and Patronage Capital ............ .. 
Depreciation and Amortization . . . I . . . I  .... ..... I .I ."........ . 
Other Operating Expenses ....................................... 
Electric Operating Margin.. ."...."".......... ... .". ............ . 
Other Income ..". . .. .... ...... ............ ............ ..~... .. .... 
Gross Operating Margin .........".""...."..... ...... .". ......... . 
Interest on Long-term Debt ('I ... ...... ...... ...... ...... 
Tax Expenses ........................................................... 
Other Deductions ...................... I I I  ........................ 
Net Margins ..... ".. . . . ".. . I .  I . . .. . . . . . . . . . . . . .. . . . . . . . .. , 

$40 1,049,055 
8,2 13,077 

38 1,3 19,367 
$1 1,516,611 

1,145,051 
$12,66 1,662 

6,159,133 
354,389 
276.035 

$5,872,105 

$34,63 3,262 
3,053,341 

27,460,839 
$4,119,082 

45 1,499 
$4,570,581 
2,192,938 

32,794 
32,420 

$2,3 12,429 

~ . . - -  

$46,534,070 
4,566,846 

36,116,760 
$5,850,464 

1,228,198 
$7,078,662 
2,722,675 

46,300 
205,3 18 

$4,104,369 

2009: 
Operating Revenue and Patronage Capital "."."......... $349,782,866 $3 1,096,640 $41,918,472 
Depreciation and Amortization ...... ...... ....._............ . 7,970,349 2,956,264 4,325,554 

34,448,281 Other Operating Expenses .............. ..... . , ..".. ......... I.. I 
Electric Operating Margin .................... I .......... I ....... $ 8,948,344 $ 3,413,460 $ 3,144,637 

24,726,916 - -- 332,864,173 
- 

551,311 Other Income ..... . . . . . . . .. . . . . . . . . . .I . .  I . .  I.. . . . . .. . . .. . .I.. ".. . . . . . . . . 
Gross Operating Margin ............................ I ............. $ 9,933,395 $ 3,660,379 $ 3,695,948 
Interest on Long-term Debt ................................. 6,063,274 2,284,654 2,787,124 
Tax Expenses .............................................. "............ 363,079 32,462 44,969 

567,124 52,403 153,032 Other Deductions ........... ...".. ........".". .....". I .... .".......... 
Net Margins .... ..... .......... ..... ............. ...... .. ._.. ........".." $ 2,939,918 $ 1,290,860 $ 710,823 

--1_____1_ 

985,05 1 246,919 - 

-- 

(1) Interest on Long-term Debt is net of Interest Charged to Construction. 
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2011: 

Table 6 
Big Rivers’ Members 

Condensed of Balance Sheet Information 
As of December 31, 

Meade Jackson 
Purchase -. Kenergy County 

ASSETS: 
Total Utility Plant ( I )  ................................................ $254,810,808 $100,542,751 $137,532,214 
Depreciation ............................................................ 71,916,962 28,322,224 45,094,854 
Net Plant ;... 182,893,846 72,220,527 92,437,360 
Other Assets ............................................................ 60,622,340 17,276,021 14,946,421 
Total Assets ............................................................. $ 2 4 3 ~  16,186 $89,496,548 $107,383,781 

EQUITY AND LIABILITIES: 
Equity 68,964,799 27,486,487 3 9,063,257 
Long-term Debt 121,105,202 53,522,420 57,641,085 

.............................................................. 

...................................................................... 
....................................................... 
....................................................... 10,679,439 Other Liabilities 53,446,185 

Total Equity and Liabilities ...................................... $243,5 16,186 $89,496,548 $107,383,78 1 
8,487,641 -- 

2010: 
ASSETS: 
Total Utility Plant ( I )  ................................................ $246,011,723 $96,282,654 $133,577,500 

26,382,722 42,067,013 
Net Plant 179,174,556 69,899,932 91,s 10,487 
Depreciation ............................................................ 66,837,167 

.................................................................. 
Other Assets ............................................................ 64,987,273 14,063,976 16,867,183 
Total Assets ............................................................. $244,161,829 $83,963,908 $108,377,670 -- 
EQUITY AND LIABILITIES: 
Equity ...................................................................... 65,181,416 25,354,111 40,519,767 
Long-term Debt ....................................................... 131,197,120 50,261,514 52,456,925 
Other Liabilities ....................................................... 47,783,293 8,348,283 15,400,978 
Total Equity and Liabilities ...................................... $244,161,829 $83,963,908 $108,377,670 

2009: 
ASSETS: 
Total Utility Plant (I)  ................................................ $239,783,186 $91,162,723 $126,585,904 
Depreciation ............................................................ 62,290,462 24,560,838 39,3 14,177 
NetPlant 177,492,724 66,601,885 87,271,727 .................................................................. 
Other Assets ............................................................ 60,673,832 12,737,097 19,302,499 
Total Assets ............................................................. $23 8,166,556 $79,338,982 $106,574,226 

EQUITY AND LIABILITIES: 
Equity ...................................................................... $57,985,783 $23,169,273 $36,395,561 
Long-term Debt 133,279,836 48,493,205 54,944,634 ....................................................... - 
Other Liabilities ....................................................... 46,900,937 7,676,504 15;234;03 1 
Total Equity and Liabilities ..................................... $238,166,556 $79,338,982 $106,574,226 

(1) Including construction work in progress. 

OHSUSA:750982154 2 B -7 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Piun 2RF. nf 4.5R 



APPENDIX C 

SUMMARY OF CERTAIN PROVISIONS 
OF THE MORTGAGE INDENTURE 

The following is a summary of the provisions of the Mortgage Indenture. All references to the 
Mortgage Indenture are qualified by reference to such document. Capitalized terms used in this 
APPENDIX C but not otherwise defined in this Disclosure Statement shall have the meaning set forth in 
the Mortgage Indenture. 

Security for Payment of the Mortgage Indenture Obligations 

All obligations issued under the Mortgage Indenture are secured equally and ratably by a lien on 
substantially all the Company’s owned tangible and some of the Company’s intangible properties, 
including its electric generation and transmission facilities and certain of its contracts relating to the 
purchase, sale or transmission of electricity of more than one year in duration and relating to the 
ownership, operation or maintenance of electric generation, transmission or distribution facilities owned 
by the Company, but excluding all Excepted Property (defined below). The lien of the Mortgage 
Indenture also extends to revenue generated from the sale or transmission of electricity under certain of 
these contracts. 

The Mortgage Indenture defines Excepted Property to include, among other things: 

Cash on hand or in banks or other financial institutions (excluding such cash to the extent it 
constitutes proceeds of the Trust Estate in which the security interest created by the Mortgage 
Indenture is perfected pursuant to the Uniform Commercial Code, for so long as such 
perfection continues, and also excluding cash deposited or required to be deposited with 
Trustee pursuant to the Mortgage Indenture); 

Contracts, contract rights and associated general intangibles not specifically subject to the 
lien of the Mortgage Indenture; 

Equity or debt securities (other than those securities specifically subject to the lien of the 
Mortgage Indenture), with limited exceptions; 

Allowances for emissions or similar rights granted by any governmental authority; 

Patents, patent licenses, and other patent rights, patent applications, service marks, trade 
names and trademarks (other than those specifically subject to the lien of the Mortgage 
Indenture); 

Claims, choses in action and judgments; 

Transportation equipment (including vehicles, vessels, airplanes and barges and all parts and 
supplies used in connection with that equipment); 

Goods or inventory acquired or produced for the purpose of resale in the ordinary course of 
business and other personal property consumable in the operation of the Company’s business, 
and all hand and other portable tools, equipment and fuel; 

Office furniture, equipment and supplies and data processing, accounting and other computer 
equipment, software and supplies; 
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rs The Company’s leasehold interests as lessee (other than for office purposes) under leases for 
an original term of less than five years; 

m The Company’s leasehold interests as lessee for office purposes; 

ia Timber (separated from the land included in the Trust Estate), coal, ore, gas, oil, minerals, 
and other natural resources, and all electric energy, gas, steam, water, or other products 
generated, produced or purchased; 

m Non-assignable permits, licenses, franchises, the Company’s interest in leases as lessee or 
lessor, contracts and contractual and other rights not specifically subject to the lien of the 
Mortgage Indenture; 

Real, personal and mixed property located outside of the Commonwealth of Kentucky not 
specifically subject to the lien of the Mortgage Indenture; 

Any personal property located outside the Commonwealth of Kentucky in which a security 
interest cannot be perfected by filing a financing statement under the TJniform Commercial 
Code; and 

B The Company’s interest in other property in which a security interest cannot legally be 
perfected in the United States. 

The Company’s title to the Trust Estate and the lien of the Mortgage Indenture are subject to Permitted 
Exceptions which include, among other things, restrictions, exceptions, reservations, terms, conditions, 
agreements, leases, subleases, covenants, limitations, interests and other matters of record on the date of 
the Mortgage Indenture, or on property acquired by the Company after the date of the Mortgage Indenture 
as long as those matters do not materially impair the use of the property, reservations contained in 1J.S. 
patents, liens for non-delinquent taxes, and liens for delinquent taxes which are being contested in good 
faith, mechanics’, materialmen’s or contractors’ liens arising in the ordinary course of business which are 
not delinquent or are being contested in good faith, local improvement district assessments, liens for 
judgments which are fully covered by insurance or as to which the Company is prosecuting an appeal and 
has set aside adequate reserves, leases as a lessor for a term of not more than ten years entered into after 
the date of the Mortgage Indenture, or, if more than ten years that do not materially impair the Company’s 
use of the leased property in the conduct of the Company’s business, easements, rights-of-way and other 
rights of others in the Company’s property for limited purposes to the extent those rights do not in 
aggregate materially impair the use of the Trust Estate, liens for non-delinquent or contested rent, the 
undivided or other interests of other owners, liens on those undivided interests and rights of the owners in 
property owned jointly with the Company, the pledge of current assets in the ordinary course of business 
to secure current liabilities, and liens which have been bonded for the amount of obligations secured by 
those liens or for the payment of which a deposit had been made in the full amount of those liens or 
privileges of the Company’s employees for salary or wages earned but not payable, any right of any 
municipal or governmental authority and the burdens of any law or regulations, restrictions or other 
deficiencies of title to easements used by the Company for pipelines, electric transmission lines or 
substations or similar facilities if the Company obtained sufficient right from the apparent owner for the 
use for which the same are used or the Company has power of eminent domain to correct the differences 
or the deficiencies may be remedied without undue effort or expense. The lien of the Mortgage Indenture 
will also be subject to the lien in favor of Trustee to recover amounts owed to it under the Mortgage 
Indenture. 

OHSUSA:750982154 2 c-2 Case No. 2012-00492 
Attachment for Response to KIUC 1-9 

Witness: Billie J. Richert 
Page 387 of 458 



The Mortgage Indenture contains provisions subjecting all of the Company’s after-acquired property, 
other than Excepted Property, to the lien of the Mortgage Indenture with limited exceptions relating to 
purchase money and pre-existing liens (provided, in the case of real property, the Company files a 
Supplemental Indenture describing such property). In the case of any consolidation, merger, or 
conveyance or transfer of the Trust Estate substantially as an entirety, the Mortgage Indenture is not 
required to be a lien upon any property then owned or thereafter acquired by the successor entity other 
than upon: 

Betterments, extensions, improvements, additions, repairs, renewals, replacements, substitutions and 
alterations to or upon the Trust Estate; 

Property made the basis of withdrawal of cash from Trustee or the release of property from the lien of 
the Mortgage Indenture; 

Property acquired or constructed with the proceeds of (i) insurance on any part of the Trust Estate or 
(ii) any part of the Trust Estate released from the lien of the Mortgage Indenture or disposed of free 
from any such lien or taken by eminent domain; 

Property acquired to maintain and repair the property subject to the lien of the Mortgage Indenture in 
accordance with the requirements of the Mortgage Indenture; 

Property acquired or constructed with Trust Moneys (as defined below) paid upon the Company’s 
request; and 

All property, leases, contracts, rights-of-way, franchises, licenses, permits or easements acquired in 
alteration, substitution, surrender or modification of those property rights, and all monies deposited 
with Trustee in connection with the disposition, alteration, or modification of those property rights. 

the event the Mortgage Indenture was not a lien on any such properties then owned or thereafter 
acquired by the successor entity, no additional Mortgage Indenture Obligations could be issued under the 
Mortgage Indenture (other than Mortgage Indenture Obligations issued in exchange or substitution for 
outstanding Mortgage Indenture Obligations). 

Release and Substitution of Property 

So long as no Event of Default exists under the Mortgage Indenture, the Company will be able to use and 
deal with the real and personal property (including licenses, permits, contracts and cash proceeds of the 
Trust Estate subject to the lien of the Mortgage Indenture, other than cash deposited or required to be 
deposited with the Indenture Trustee) subject to the lien of the Mortgage Indenture (including releasing, 
amending, terminating, abandoning or disposing of such property) to facilitate the Company’s day-to-day 
operations. Certain of these transactions will require that the Company finds that such transactions will 
not adversely affect in any material respect the security afforded by the Mortgage Indenture and are: 

L Desirable in the conduct of the Company’s business; or 

H Made in lieu and reasonable anticipation of the taking by eminent domain or purchase of such 
property by a governmental entity. 

Certain of these transactions also would require the substitution of Bondable Additions, the deposit of 
cash with the Indenture Trustee or the retirement or defeasance of Mortgage Indenture Obligations, in 
each case of equivalent value of the fair value of the property to be released. Cash deposited with the 
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Indenture Trustee as a result of the authentication and delivery of Mortgage Indenture Obligations can be 
withdrawn against 90.91 % of Bondable Additions or retired or defeased Mortgage Indenture Obligations 
of equivalent value. Trust Moneys (as hereinafter defined) can be withdrawn against Bondable Additions 
or retired or defeased Mortgage Indenture Obligations, in either case of equivalent value, and can, at the 
option of the Company, be used for the redemption of Mortgage Indenture Obligations prior to their 
maturity, for the payment of principal on Mortgage Indenture Obligations at their maturity or for the 
purchase of Mortgage Indenture Obligations. To the extent that any Trust Moneys consist of the proceeds 
of insurance upon any part of the property subject to the lien of the Mortgage Indenture, such Trust 
Moneys can be withdrawn to reimburse the Company for costs to repair, rebuild or replace the destroyed 
or damaged property. 

“Trust Moneys” is defined in the Indenture as all money received by the Indenture Trustee: 

Upon the release of any part of the Trust Estate from the lien of the Mortgage Indenture, including all 
moneys received in respect of the principal of all purchase money obligations deposited with the 
Indenture Trustee in respect of its release of property; 

As compensation for, or proceeds of the sale of, any part of the Trust Estate subject to the lien of the 
Mortgage Indenture taken by eminent domain or purchased by, or sold pursuant to an order of, a 
governmental authority or otherwise disposed of; 

As proceeds of insurance upon any part of the Trust Estate subject to the lien of the Mortgage 
Indenture required to be paid to the Indenture Trustee pursuant to the Mortgage Indenture; or 

For application as Trust Moneys under the relevant provision of the Mortgage Indenture or whose 
disposition was not otherwise specifically provided for in the Mortgage Indenture. 

Covenants 

The Indenture requires the Company to establish and collect rates, rents, charges, fees and other 
compensation (collectively, the “Rates”) that produce money sufficient, together with other moneys 
available to the Company, to enable the Company to comply with all covenants under the Mortgage 
Indenture. Subject to the approval or determination of any regulatory or judicial authority with 
jurisdiction over Rates, the Mortgage Indenture requires the Company to establish and collect Rates 
which are reasonably expected, together with other revenue of the Company, to yield a MFI Ratio equal 
to at least 1.10 for each fiscal year. Promptly upon any material change in the circumstances which were 
not contemplated at the time such Rates were most recently reviewed but not less frequently than once 
every 12 months, the Company will be required to review the Rates so established and, subject to any 
necessary regulatory approval and the approval of the RUS, if required, promptly establish or revise such 
Rates as necessary to comply with the foregoing requirements. The Company will not furnish or supply 
or cause to be furnished or supplied any use, output, capacity or service of the Company’s business with 
respect to which a charge is regularly or customarily made, free of charge to any Person, and the 
Company will use commercially reasonable efforts to enforce the payment of any and all accounts owing 
to the Company with respect to the use, output, capacity or service of the Company’s business. A failure 
by the Company to actually achieve a 1.10 MFI Ratio will not itself constitute an Indenture 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 Indenture 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. 
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MFI Ratio, for any period, is (i) the sum of (a) Margins for Interest (as defined below) for such period, 
plus (b) Interest Charges (as defined below) for such period, divided by (ii) Interest Charges for such 
period. Margins for Interest means, for any period, the sum of each of the following for such period: 

Big Rivers’ net margins which include revenues of the Company subject to refund at a later date but 
exclude provisions for (i) non-recurring charges to income, including the non-recoverability of assets 
or expenses, except to the extent the Company determines to recover such charges in Rates and (ii) 
refunds of revenues collected or accrued in any prior year subject to possible refund; plus 

Any amount included in net margins for accruals for federal and state income and other taxes 
imposed on income after deduction of interest expense; plus 

Any amount included in net margins for any losses incurred by any subsidiary or affiliate of the 
Company; plus 

Any amount the Company actually receives in such period as a dividend or other distribution of 
earnings of any subsidiary or affiliate of the Company (whether or not such earnings were for such 
period or any earlier period); minus 

Any amount included in net margins for any earnings or profits of any subsidiary or affiliate of the 
Company; and minus 

Any amount the Company actually contributes to the capital of, or actually pay under a guarantee by 
the Company of an obligation of, any subsidiary or affiliate in such period to the extent of any 
accumulated losses incurred by such subsidiary or affiliate (whether or not such losses were for such 
period or any earlier period), but only to the extent (i) such losses have not otherwise caused other 
contributions or payments to be included in net margins for purposes of computing Margins for 
Interest for a prior period and (ii) such amount has not otherwise been included in net margins. 

Margins for Interest are determined in accordance with Accounting Requirements; provided, however, 
that such determination may not be made on a consolidated basis. 

“Interest Charges” is defined in the Mortgage Indenture to mean, for any period, the total interest charges 
(whether capitalized or expensed) for such period (which, except as otherwise provided in this definition, 
shall be determined in accordance with Accounting Requirements) related to (i) Outstanding Secured 
Obligations or (ii) outstanding Prior Lien Obligations, in all cases including amortization of debt discount 
and premium on issuance, but excluding all interest charges related to Mortgage Indenture Obligations 
that have actually been paid by another Person that has agreed to be primarily liable for such Indenture 
Obligation pursuant to an assumption agreement or similar undertaking, provided such assumption 
agreement or similar undertaking is not a mechanism by which the Company continues to make payments 
to such Person based on payments made by such Person on account of its assumed liability or by which 
the Company otherwise seeks to avoid having interest related to such Mortgage Indenture Obligations 
included in the definition of Interest Charges without the economic substance of an assumption of liability 
on the part of such Person. 

The Mortgage Indenture prohibits Big Rivers from making any distribution, payment or retirement of 
patronage capital to the members if, at the time thereof or after giving effect thereto: 

m An Indenture Event of Default then exists; 
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c Aggregate margins and equities as of the end of the immediately preceding fiscal quarter would be 
less than 20% of the Company’s total long-term debt and equities at such time; or 

The aggregate amount expended for all such distributions to the members on and after the date on 
which the Company’s aggregate margins and equities first reached 20% of the Company’s long- term 
debt and equities shall exceed 35% of the Company’s aggregate net margins earned after such date. 

Notwithstanding such restrictions, so long as no Indenture Event of Default exists, the Company may 
make distributions, payments or retirements of patronage capital to members if, after giving effect thereto, 
the Company’s aggregate margins and equities as of the end of its most recent fiscal quarter would have 
been not less than 30% of the Company’s total long-term debt and equities as of such date. 

The Mortgage Indenture obligates the Company to keep all of its property subject to the lien of the 
Mortgage Indenture free and clear of other liens, subject to Permitted Exceptions and certain purchase 
money on after-acquired property not in excess of 80% (or with respect to property that is not necessary 
to the operations of the remaining portion of the Company’s business, 100%) of the lesser of the cost or 
the fair value of such property and in the aggregate not in excess of 15% of the aggregate principal 
amount of all Mortgage Indenture Obligations. 

Credit Enhancement 

The Mortgage Indenture provides that Mortgage Indenture Obligations of any series may have the benefit 
of an insurance policy, letter of credit, surety bond, or other similar unconditional obligation to pay when 
due the principal and interest of the Mortgage Indenture Obligations of such series (each, a “Credit 
Enhancement”) issued by a credit enhancer (a “Credit Enhancer”). 

Additional Mortgage Indenture Qbligations 

The principal amount of Mortgage Indenture Obligations that can be issued under the Mortgage Indenture 
is limited to three billion dollars ($3,000,000,000). However, the Mortgage Indenture may be amended to 
increase such limit without the consent of holders of Mortgage Indenture Obligations. Additional 
Mortgage Indenture Obligations, ranking equally and ratably with the Mortgage Indenture Obligations 
issued to refinance or evidence the Company’s secured indebtedness outstanding at such time, may be 
issued from time to time: 

m Against: 

E 90.9 1 % of Bondable Additions; 

ta 90.9 1 % of Certified Progress Payments; 

E The aggregate principal amount of retired or defeased Mortgage Indenture Obligations; 

B The amount of cash deposited with the Indenture Trustee; and 

R To evidence reimbursement Obligations to Credit Enhancers in connection with Credit Enhancement 
or guarantees of other Mortgage Indenture Obligations. 

Bondable Additions are equal to (i) the bondable value of all certified Property Additions (as to which the 
lien of the Mortgage Indenture shall be subject only to Permitted Exceptions), less (ii) property 
(“Retirements”) subject to the lien of the Mortgage Indenture that is retired after December 3 1, 2008 (the 
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“Cut-Off Date”). Property Additions are limited under the Mortgage Indenture to certain of the 
Company’s property chargeable to its fixed plant accounts, subject to the lien of the Mortgage Indenture, 
acquired or constructed by the Company since the Cut-Off Date, and not subject to pre-existing liens 
securing indebtedness prior to or on a parity with the lien of the Mortgage Indenture. In addition Property 
Additions include tangible property the Company acquired fiom WKEC as part of the Unwind, including 
the flue gas desulphurization system and associated equipment at the Coleman Plant, regardless of when 
the Company acquired title to such property. For the purpose of calculating the amount of Property 
Additions and Retirements, (i) the bondable value of property acquired after the Cut Off Date is the lesser 
of its cost or fair value to the Company (determined as of the time of acquisition) and (ii) the bondable 
value of the tangible property acquired from WKEC in the IJnwind is $98.5 million plus the cost of 
acquisition by WKEC of all such tangible property (other than the flue gas desulphurization system and 
associated equipment at the Coleman Plant) as reflected on the books of WKEC. The amount of 
Bondable Additions available for the issuance of additional Mortgage Indenture Obligations is the 
bondable value of all Property Additions (calculated as described above) after December 3 1, 2008 plus 
the bondable value of the tangible property acquired from WKEC in the Unwind on July 16,2009, minus 
the bondable value of all property subject to the lien of the Mortgage Indenture that is retired or disposed 
after December 31, 2008. As a result, as of December 31, 2011, the Company could have issued 
approximately $233.5 million of additional Mortgage Indenture Obligations on the basis of Bondable 
Additions. 

In order to finance the construction of generation and related facilities on a contract basis, the Company 
can issue additional Mortgage Indenture Obligations in an aggregate principal amount up to 90.91% of 
the progress payments (“Certified Progress Payments”) made under qualified contracts for engineering, 
construction or procurement services which have been assigned to the Indenture Trustee (“Qualified EPC 
Contracts”). Such additional Mortgage Indenture Obligations are limited in principal amount to 30% of 
the Outstanding Secured Obligations under the Mortgage Indenture. As Property Additions are added to 
the Trust Estate as a consequence of Certified Progress Payments, the Company can certify such Property 
Additions as Bondable Additions to (i) issue additional Mortgage Indenture Obligations on the basis of 
Bondable Additions provided that the Company uses a portion of the proceeds of such additional 
Mortgage Indenture Obligations to pay a specified portion of the Mortgage Indenture Obligations issued 
on the basis of Certified Progress Payments or (ii) convert principal amounts outstanding under the 
Mortgage Indenture Obligations issued on the basis of Certified Progress Payments to principal amounts 
outstanding under the Mortgage Indenture Obligations issued on the basis of Bondable Additions. 

Before the Company may issue additional Mortgage Indenture Obligations on the basis of Bondable 
Additions, retirement or defeasance of Mortgage Indenture Obligations, the deposit of cash with the 
Indenture Trustee or Certified Progress Payments, 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. 

Events of Default and Remedies 

The following are Indenture Events of Default: 

@ Failure to pay principal of or premium, if any, on any Indenture Obligation when due after any 
applicable grace period; 

E Failure to pay any interest on any Indenture Obligation when due which continues for 5 days; 
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Any other breach by the Company of any of its warranties or covenants contained in the Indenture 
which continues for 30 days after written notice thereof from the Indenture Trustee or the holders of 
not less than 25% in principal amount of the outstanding Mortgage Indenture Obligations, unless such 
default cannot be reasonably cured within such 30 day period in which case, so long as a cure is being 
diligently pursued, the Company shall have a reasonable period of time beyond such 30 day period to 
complete such cure; 

Failure to pay when due the principal of any other indebtedness for money borrowed, which failure 
has resulted in the declaration of acceleration of indebtedness in excess of $10 million, if such 
indebtedness is not discharged or such declaration of acceleration is not rescinded or annulled within 
10 days after such acceleration; 

A judgment against the Company in excess of $10 million which remains unsatisfied or unstayed for 
45 days after either entry of judgment or termination of stay, and such judgment remains unstayed or 
unsatisfied for a period of 10 days after notice thereof from the Indenture Trustee or the holders of not 
less than 25% in principal amount of the outstanding Mortgage Indenture Obligations; or 

Certain other proceedings in bankruptcy, receivership, insolvency, liquidation or reorganization. 

Subject to the provisions of the Mortgage Indenture relating to the duties of the Indenture Trustee, in case 
an Indenture Event of Default should occur and be continuing, the Indenture Trustee is under no 
obligation to exercise any of its rights or powers under the Mortgage Indenture at the request or direction 
of any of the holders, unless such holders shall have offered to the Indenture Trustee a reasonable 
indemnity. Subject to provisions for the indemnification of the Indenture Trustee, the holders of a 
majority in aggregate principal amount of the outstanding Mortgage Indenture Obligations have the right 
to direct the time, method and place of conducting any proceeding for any remedy available to the 
Indenture Trustee or exercising any trust or power conferred on the Indenture Trustee, except that, so long 
as it is not in default with respect to its Credit Enhancement for any Mortgage Indenture Obligations, a 
Credit Enhancer for, and not the actual holders of, Mortgage Indenture Obligations subject to Credit 
Enhancement would be deemed to be the holder of such Mortgage Indenture Obligations for purposes of, 
among other things, taking action in connection with the remedies set forth in the Mortgage Indenture. 

If an Indenture Event of Default should occur and be continuing, either the Indenture Trustee or the 
holders of at least 25% in aggregate principal amount of the outstanding Mortgage Indenture Obligations 
may accelerate the maturity of all Mortgage Indenture Obligations. However, after such declaration of 
acceleration, but before a sale of any of the property subject to the lien of the Mortgage Indenture or a 
judgment or decree based on such declaration of acceleration, the holders of a majority in aggregate 
principal amount of outstanding Mortgage Indenture Obligations may, under certain circumstances, 
rescind such declaration of acceleration if the Company has paid or deposited sufficient amounts with the 
Indenture Trustee and all Events of Default, other than the non-payment of accelerated principal, had 
been cured or waived as provided in the Mortgage Indenture. 

No holder of any Indenture Obligation has any right to institute any proceeding with respect to the 
Mortgage Indenture or for any remedy thereunder, unless: 

E Such holder had previously given to the Indenture Trustee written notice of a continuing Indenture 
Event of Default; 

The holders of not less than 25% in aggregate principal amount of the outstanding Mortgage 
Indenture Obligations had made written request and such holders (other than the Government) have 
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offered reasonable indemnity to the Indenture Trustee to institute such proceeding as Indenture 
Trustee; 

E The Indenture Trustee for 60 days after its receipt of such notice, request and indemnity had failed to 
institute any such proceeding; and 

L The Indenture Trustee had not received during such 60 day period from the holders of a majority in 
aggregate principal amount of the outstanding Mortgage Indenture Obligations a direction 
inconsistent with such request. 

However, such limitations on the holders’ rights to institute proceedings would not apply to a suit 
instituted by a holder of an Indenture Obligation for the enforcement of payment of the principal of, and 
premium, if any, or interest on such Indenture Obligation on or after the respective due dates expressed in 
such Indenture Obligation. 

The Mortgage Indenture provides that the Indenture Trustee, within 90 days after the occurrence of the 
Mortgage Indenture Event of Default (but at least 60 days after the occurrence of certain specified 
Indenture Events of Default), shall give to the holders of Mortgage Indenture Obligations notice of all 
uncured defaults known to it, provided that, except in the case of an Indenture Event of Default in the 
payment of principal of, and premium, if any, or interest on Mortgage Indenture Obligations, the 
Indenture Trustee would be protected in withholding such notice if it in good faith determines that the 
withholding of such notice is in the interest of the holders of Mortgage Indenture Obligations. 

If an Indenture Event of Default should occur and be continuing, the Indenture Trustee may sell the 
property subject to the lien of the Mortgage Indenture, in either a judicial or nonjudicial proceeding, and 
the proceeds for disposition of such property, after payment of amounts owing to the Indenture Trustee, 
shall be applied as follows: 

L First, to the payment of all amounts due to the Indenture Trustee; 

R Second, 

E If all Mortgage Indenture Obligations shall have become due and payable, to the payment of 
outstanding Mortgage Indenture Obligations without preference or priority between interest 
or principal or among Mortgage Indenture Obligations, or 

B If the principal of all Mortgage Indenture Obligations shall not have become due and payable, 
then (A) first to interest installments in the order of their maturity and (B) second to principal 
or redemption price; 

M Third, to payment of all other amounts due and unpaid on Mortgage Indenture Obligations; 

E Fourth, to payment of amounts to maintain the value of reserve funds relating to certain tax exempt 
bonds; and 

E FiJth, to the Company or whosoever may be lawfully entitled to receive any remaining amount. 

The Indenture requires the Company to deliver to the Indenture Trustee, within 120 days after the end of 
each calendar year, a written statement as to its compliance with all its obligations under the Mortgage 
Indenture. In addition, the Company is required to deliver to the Indenture Trustee, promptly after any of 
its officers may be reasonably deemed to have knowledge of a default under the Mortgage Indenture, a 
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written notice specifying the nature and duration of the default and the action the Company is taking and 
proposes to take with respect thereto. 

Amendments and Supplemental Indentures 

Waiver of Covenants 

The Company’s compliance with the covenants contained in the Mortgage Indenture relating to (i) 
limitation on liens, (ii) payment of taxes, (iii) maintenance of properties, (iv) insurance, (v) delivery of 
annual compliance certificates and notice of default under the Mortgage Indenture, (vi) establishing and 
reviewing certain Rates (other than establishing Rates necessary to comply with the covenants of the 
Mortgage Indenture), (vii) distributions to its members and (viii) investment of certain moneys, may be 
waived by a vote of the holders of a majority of the aggregate principal amount of the Mortgage Indenture 
Obligations outstanding. 

Supplemental Indentures Without Consent of Holders 

Without the consent of the holders of any Mortgage Indenture Obligations, the Company, when 
authorized by a board resolution, and the Indenture Trustee will be able, from time to time, to enter into 
one or more supplemental Indentures: 

To correct or amplify the description of any property at any time subject to the lien of the Mortgage 
Indenture; 

To confirm property subject or required to be subjected to the lien of the Mortgage Indenture or to 
subject additional property to the lien of the Mortgage Indenture; 

To add to the conditions, limitations and restrictions on the authorized amount, terms or purposes of 
the issue, authentication and delivery of Mortgage Indenture Obligations or of any series of Mortgage 
Indenture Obligations under the Mortgage Indenture; 

To create any new series of Mortgage Indenture Obligations; 

To modify or eliminate any of the terms of the Mortgage Indenture, provided in the event any such 
modification or elimination would adversely affect or diminish the rights of any holder, such 
supplemental Indenture shall state that any such modification or elimination shall become effective 
only when there are no Mortgage Indenture Obligations outstanding under any series created prior to 
such supplemental Indenture and provided the Indenture Trustee may decline to execute such 
supplemental Indenture which does not afford adequate protection to the Indenture Trustee; 

To evidence the succession of another corporation to the Company and the assumption by any such 
successor of the Company’s covenants; 

To evidence the succession of another Indenture Trustee or the appointment of a co-Indenture Trustee 
or separate Indenture Trustee; 

To add to the Company’s covenants or the Indenture Events of Default for the benefit of all or any 
series of Mortgage Indenture Obligations or to surrender any of the Company’s rights or powers; 

To cure any ambiguity, to correct or supplement any provision in the Mortgage Indenture which may 
be inconsistent with any other provisions or to make any other provisions, with respect to matters or 
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questions arising under the Mortgage Indenture, which shall not be inconsistent with the provisions of 
the Mortgage Indenture, provided such action shall not in the Company’s opinion, as evidenced by an 
officer’s certificate delivered to the Indenture Trustee, adversely affect the interests of the holders of 
the Mortgage Indenture Obligations in any material respect; 

Q To modify, eliminate or add to the provisions of the Mortgage Indenture to the extent necessary to 
effect the qualification of the Mortgage Indenture under any federal statute, to modify, eliminate or 
add to the provisions of the Indenture to the extent that any such provisions relating to requirements 
under the Trust Indenture Act of 1939 (the “TIA”) have been modified or eliminated in the TIA after 
the date of the Mortgage Indenture, to add or change any provisions of the Indenture to the extent 
necessary to permit or facilitate the issuance of Mortgage Indenture Obligations in bearer or book- 
entry form; 

m To permit the issuance of Mortgage Indenture Obligations in bearer or book-entry form; 

B To make any change in the Mortgage Indenture that, in the reasonable judgment of the Indenture 
Trustee, would not materially and adversely affect the rights of holders of Mortgage Indenture 
Obligations. A supplemental Indenture will be presumed not to materially and adversely affect the 
rights of holders if (i) the Mortgage Indenture, as so supplemented and amended, secures equally and 
ratably the payment of principal of (and premium, if any) and interest on the Mortgage Indenture 
Obligations which are to remain outstanding and (ii) the Company shall furnish to the Indenture 
Trustee written evidence from (x) the nationally recognized statistical rating organization or 
organizations then rating the Mortgage Indenture Obligations (or other Obligations primarily secured 
by Mortgage Indenture Obligations) or (y) if there are more than two (2) such organizations, at least 
two (2) of such organizations, that its ratings of the Mortgage Indenture Obligations (or other 
Obligations primarily secured by Mortgage Indenture Obligations) will not be withdrawn or reduced 
as a result of the changes in the Indenture affected by such supplemental Indenture, provided that any 
changes in the Mortgage Indenture that require the consent of all of the holders of Mortgage 
Indenture Obligations affected thereby may not be made on the basis that they do not materially and 
adversely affect the rights of holders. See “Supplemental Indentures With Consent of Holders;” and 

L To increase the maximum principal amount of Mortgage Indenture Obligations which may be 
authenticated and delivered under the Mortgage Indenture. 

Supplemental Indentures With Consent of Holders 

With the consent of the holders of not less than a majority in principal amount of the Mortgage Indenture 
Obligations of all series then outstanding affected by such supplemental Indenture, the Company and the 
Indenture Trustee will be able, from time to time, to enter into one or more supplemental Indentures to 
add, change or eliminate any of the provisions of the Mortgage Indenture or modify the rights of the 
holders of such Mortgage Indenture Obligations, but no such supplemental Indenture will, without the 
consent of the holder of each outstanding Indenture Obligation affected thereby: 

E Change the Stated Maturity (the date specified in each Mortgage Indenture Obligations as the date on 
which the principal of such Mortgage Indenture Obligations or an installment of interest on any 
Indenture Obligation is due and payable); 

E Reduce the principal of, or any installment of interest on, any Indenture Obligation, or any premium 
payable upon the redemption thereof; 
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Change any Place of Payment (the city or political subdivision thereof in which the Company is 
required by the Indenture to maintain an office or agency for payment of the principal of or interest 
on the Mortgage Indenture Obligations) where any Indenture Obligation, or the interest thereon, is 
payable; 

Impair the right to institute suits for the enforcement of any such payment on or after the Stated 
Maturity thereof (or, in the case of redemption, on or after the redemption date); 

Reduce the percentage in principal amount of the outstanding Mortgage Indenture Obligations the 
consent of the holders of which is required for various purposes; 

Modify certain other provisions of the Mortgage Indenture; 

Permit the creation of any lien (other than as permitted in the Mortgage Indenture) ranking prior to or 
on a parity with the lien of the Mortgage Indenture with respect to all or substantially all of the 
property subject to the lien of the Mortgage Indenture; or 

Modify the provisions of any mandatory sinking fund so as to affect the rights of a holder to the 
benefits thereof. 

Defeasance 

Subject to certain other conditions, the Mortgage Indenture provides that Mortgage Indenture Obligations 
will be deemed to have been paid and any of the Company’s Obligations to the holders of such Mortgage 
Indenture Obligations will be discharged, if the Company deposits with the Indenture Trustee or paying 
agent cash or Defeasance Securities (as defined below) maturing as to principal and interest in such 
amounts and at such times as are sufficient, without consideration of reinvestment of such interest, to pay 
when due the principal or (if applicable) redemption price and interest due and to become due on such 
Mortgage Indenture Obligations. “Defeasance Securities” is defined in the Mortgage Indenture to include 
non-callable bonds or other obligations of the principal and interest on which constitute direct obligations 
of, or are unconditionally guaranteed by the United States of America, or certificates of interest or 
participation in any such obligations, or in specified portions thereof (which may consist of specified 
portions of the interest thereon). 
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SUMMARY OF CERTAIN PROVISIONS 
OF THE SMELTER AGREEMENTS 

The following is a summary of certain provisions of the Smelter Agreements. This summary 
does not purport to be complete or definitive and is qualified in its entirety by reference to the 
summarized documents. The Smelters have largely identical obligations under the agreements described 
below, so this summary does not distinguish between obligations to a particular Smelter, even though, 
from a legal perspective, their rights and obligations are separate and not joint. All capitalized terms used 
in this APPENDIX D summary and not defined herein or elsewhere in the Disclosure Statement shall 
have the meanings given to them in the Smelter Agreements. 

Structure 

The principal terms and conditions relating to the sale of electric services by Big Rivers to 
Kenergy for resale to the Smelters are set forth in six agreements, three with respect to service to each 
Smelter. The basic structure of the sale of electric services is that the Company sells the electric services 
to Kenergy and then Kenergy in turns sells those electric services to each Smelter. Because the Smelters 
are customers of Kenergy, Big Rivers has entered into two, separate wholesale service agreements (each a 
“Smelter Agreement”) with Kenergy. Under each Smelter Agreement, the Company supplies Kenergy 
with electric service for resale to a particular Smelter. Kenergy has entered into a separate retail electric 
service agreement (a “Smelter Retail Agreement”) with each Smelter. The Company and each Smelter 
have also entered into a Smelter Coordination Agreement (a “Smelter Coordination Agreement” and, 
together with the Smelter Agreements and the Smelter Retail Agreements, the “Smelter Agreements”) 
that sets forth certain direct obligations between the Company and a Smelter. Due to the pass-through 
nature of the principal obligations between the Company and each Smelter, the Smelter Agreement and 
the Smelter Retail Agreement relating to each Smelter are substantially the same. 

Nature of Service 

The aggregate amount of energy made available to the Smelters under the Smelter Retail 
Agreements consists of three types of energy referred to as (1) Base Monthly Energy, (2) Supplemental 
Energy and (3) Back-TJp Energy. 

Base Monthly Energy 

The primary type of energy provided is Base Monthly Energy. “Base Monthly Energy” is the 
actual amount of energy delivered to the Smelter other than Supplemental Energy provided by Big Rivers 
or Market Energy provided by third-party suppliers plus energy not delivered as a result of the Smelter’s 
exercise of certain rights to curtail deliveries of energy. Base Monthly Energy is capped at 368 MW per 
hour for Alcan and 482 MW per hour for Century. The Smelter Retail Agreements do not require the 
Smelters to schedule Base Monthly Energy but do require each Smelter to use reasonable commercial 
efforts to inform Kenergy and the Company promptly of any material change in its intended usage of 
Base Monthly Energy. 

Supplemental Energy 

In addition to Base Monthly Energy, the Smelters may purchase Supplemental Energy in certain 
circumstances. “Supplemental Energy” itself consists of three distinct subsets of energy products in 
excess of Base Monthly Energy: 

Interruptible Energy. Each of the Smelters may purchase up to 10 MW per hour in excess of 
Base Monthly Energy, from the Company’s power supply resources on an interruptible basis 
(“Interruptible Energy”). Interruptible Energy may be interrupted if the Company determines in good 
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faith that its energy resources will be insufficient to supply both the requested Interruptible Energy and its 
obligations to the Members, all other obligations to the Smelters, and any firm commitments to third 
parties made prior to the Company’s agreement to sell such Interruptive Energy. 

Buy-Through Energy. If the Company interrupts any Interruptible Energy, then the Company 
may, at its option, offer energy at a quoted price following the notice of interruption (“Buy-Through 
Energy”). In practice, the Company purchases this energy from a third-party supplier in the market and 
then re-sells it to Kenergy for resale to the Smelter. If the Smelter agrees to purchase Buy-Through 
Energy, the Company will have a firm obligation to supply Buy-Through Energy, subject to limited 
exceptions. 

Market Energy. Apart from all other energy, at the request of a Smelter, Kenergy will use 
reasonable commercial efforts to purchase separately negotiated additional energy and related services 
(“Market Energy”) from either the Company or third-party suppliers. The Company has no obligation to 
provide Market Energy to Kenergy for resale to the Smelters but may elect to do so. 

Back-Up Energy 

Because the Smelter’s receive in each hour energy that meets their actual demand in the hour, the 
Smelters alsa purchase and pay for “Back-Up Energy.” Back-TJp Energy is, for any hour, energy in 
excess of Base Monthly Energy and Supplemental Energy. Back-up Energy is intended to be imbalance 
energy, that is, energy actually used in excess of the Smelter’s planned usage in any hour. The Smelters 
are not required to schedule Back-up Energy, but the Smelters must use reasonable commercial efforts to 
inform Kenergy and Big Rivers promptly of any material change in their intended usage of Back-up 
Energy. 

Smelter Payment Obligations 

Base Monthly Energy Charge 

The calculation of the charges for Base Monthly Energy contains numerous components. In sum, 
the charges are intended to result in the Smelters making payments that help the Company achieve a net 
margin so that the Company’s net margin plus interest expenses divided by interest expenses is 1.24. 
This ratio is referred to herein as a “TIER’. The charges to reach a TIER of 1.24 are subject to specified 
limits on the maximum amount payable by the Smelters and certain other adjustments. 

Base Energy Charge. The “Base Energy Charge” is the charge for Base Monthly Energy made 
available to the Smelters. The Base Energy Charge is equal to the Smelter’s Base Demand (368 MW or 
482 M W ,  respectively) per hour, assuming a 98% load factor, multiplied by the Company’s tariff rate for 
sales to its Members for resale to large direct-served industrial customers (the “Large Industrial Rate”) 
(inclusive of any surcharges, surcredits and rebates, exclusive of certain fuel adjustment charges and 
environmental surcharges, the Rebate and the Surcharge (each as defined below)), plus an additional 
amount of $0.25 per MWh. In addition, the Base Energy Charge includes an adjustment, either positive 
or negative, for specified variable costs, based on the Smelters’ actual energy curtailments. 

Supplemental Energy Charges. The charges for Supplemental Energy are the sum of charges for 
the Interruptible Energy Charge, the Buy-Through Energy Charge, and the Market Energy Charge, 
calculated as follows: 

1. The “Interruptible Energy Charge” is the product of (a) the quantity of Interruptible Energy 
metered at the point of delivery during the billing month, and (b) the rate or rates for 
Interruptible Energy proposed by the Company and accepted by the Smelter with respect to 
such billing month; 
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2. The “Buy-Through Energy Charge” is a “pass-through” amount for the Company’s costs to 
purchase such Buy-Through Energy from a third-party supplier for sale to Kenergy for 
resale to the applicable Smelter, including any amount paid for transmission and ancillary 
services and all other charges payable by the Company in connection with Buy-Through 
Energy; and 

3. The “Market Energy Charge” equals the product of the rate agreed to by the supplier of the 
energy, which may be but is not necessarily the Company, and the amount of the Market 

* Energy and any amount paid for transmission and ancillary services. 

Back-Up Energy Charges. The rates for Back-TJp Energy depend on whether the Company has to 
purchase that energy in the market. If so, the rate is 1 10% of the highest price for energy purchased by 
and delivered to the Company during that hour. If the Back-up Energy was not purchased in the market, 
then the rate is the greater of the locational marginal price at the Company’s interface with Midwest 
Independent System Operator or the Company’s system lambda. If Back-up Energy exceeds 10 MW in 
any hour, the rate for the excess over 10 MW is computed differently. If this excess Back-up Energy is 
required due to a third-party breaching a contract to supply Market Energy (and thereby reducing the 
energy supplied to a Smelter), then the rate is 110% of the highest price for energy purchased by or sold 
by the Company in that hour. If there is no such contractual breach, then the rate for Back-up Energy in 
excess of 10 MW is the higher of $250 per MWh or 1 10% of the highest hourly rate for energy purchased 
or sold by Big Rivers and delivered to an interconnection with the Company’s transmission system in 
such hour. 

TIER Adjustment Charge 

Prior to each fiscal year, the Company determines the expected total amount of additional 
revenue it will need during the fiscal year to achieve a TIER of 1.24, subject to certain limitations (the 
“TIER Adjustment”). Each Smelter is obligated to pay a pro rata share (calculated based on its Base 
Demand) of the TIER Adjustment. If one Smelter’s Retail Agreement terminates early, the other Smelter 
will continue to be obligated to pay only its pro rata share of the TIER Adjustment calculated based on 
the terminated Smelter’s Base Demand, which is 368 MW for Alcan and 482 MW for Century. Each 
month, one-twelfth of each Smelter’s share of the estimated TIER Adjustment for such fiscal year is 
charged to the Smelter as a “TIER Adjustment Charge”. These monthly amounts are further subject to 
quarterly adjustments based on year-to-date results of operations. 

The Smelters’ obligations to pay amounts toward the Company achieving a TIER of 1.24 are not 
unlimited. Each Smelter’s obligation with respect to the TIER Adjustment in any fiscal year may not 
exceed an amount equal to the product of (a) the Smelters’ Based Fixed Energy, for such fiscal year, and 
(b) the applicable amount set forth below for such year: 

Applicable Amount Years 
2009-20 1 1 $0.00195 per kWh 
2012-20 14 $0.00295 per kWh 
20 1 5-20 17 $0.00355 per kwh 
20 18-2020 $0.004 15 per kWh 
202 1-2023 $0.00475 per kWh 

-- 
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Assumptions in the TIER Adjustment. Big Rivers and Kenergy have agreed with the Smelters to 
make certain assumptions and adjustments in the calculation of the TIER Adjustment. These assumptions 
and adjustments are intended to limit the Smelters’ obligations in some specified circumstances. 
Specifically, for purposes of calculating the TIER Adjustment, it will be assumed that: 

1. The Company raises its base rates for service to its Members for their non-Smelter customers 
by a weighted average of 2.00% in 2010, 2.50% in 2018 and 4.00% in 2021 to the extent the 
Company in fact previously had not increased revenues as a result of rate increases by at least 
such amount. 

2. Any entity which becomes a direct-serve customer of a Member after the closing of the 
IJnwind with firm demand in excess of 15 MW paid at least an amount equal to the Smelter 
Base Rate adjusted for the entity’s actual load factor, plus a proportionate share of the TIER 
Adjustment, if any, and additional amounts relating to the Fuel Adjustment Clause, the 
Environmental Surcharge, the Purchased Power Adjustment, and the Surcharge. An entity 
which becomes a direct-serve customer of a Member with a demand of 15 MW or less paid at 
least an amount equal to the Large Industrial Rate, plus additional amounts relating to the 
Fuel Adjustment Clause, the Environmental Surcharge, and the Purchased Power Adjustment. 
This assumption will not be made in the last three years of the term of either Smelter Retail 
Agreement or following notice of termination of either Smelter Retail Agreement. 

3. The Company’s will have incurred no expenses that are impermissible for inclusion in rates 
of electric generation and transmission cooperative utilities subject to the jurisdiction of the 
KPSC or disallowed by another governmental authority, provided however that a denial by 
the KPSC or another governmental authority of expense recovery through the Fuel 
Adjustment Clause or the Environmental Surcharge shall not make such expense 
impermissible for the purpose of this assumption if the nature of the expense is recoverable in 
base rates. 

4. There are no revenues and expenses associated with the Company’s non-regulated 
businesses. 

5. Additional costs related to a change in the Company’s depreciation rates may not be included 
in calculation of the Tier Adjustment unless such changes have been approved, consented to, 
or accepted by the KPSC, or any other governmental authority if the KPSC no longer has 
jurisdiction over the change. 

In general, these assumptions attempt to ensure that the TIER Adjustment payable by the 
Smelters is not changed in ways outside the expectations of the parties as a result of known anticipated 
events. 

Other assumptions attempt to net out certain effects of, among other things, (a) patronage capital 
retirements, (b) interest imputed on debt related to new non-peaking facilities to the extent such new 
facilities are not included in the Company’s revenue requirements for rate-making purposes, (c) interest 
related to construction-work-in-progress to the extent not included in the Company’s revenue 
requirements for rate-making purposes, (d) possible future indemnification payments under a Smelter 
Agreement, (e) agreed curtailments, (f) certain penalties, including possible criminal penalties imposed by 
governmental authorities, (g) penalty interest due to Kenergy or the Company because of a default by a 
Smelter, (h) interest on payments made under protest by the Smelters, (i) certain excess reactive demand 
charges, (j) certain administrative fees paid in connection with certain energy curtailment and resale under 
a Smelter Agreement. 
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Rebate. If the Company’s TIER in any year exceeds 1.24, as calculated under the Smelter 
Agreements, then during the next fiscal year the Company may elect to rebate on a kWh basis a portion of 
the excess amount, subject to certain limitations, to the Members. Big Rivers has a rider to its tariff to 
effect this transfer to the Members. Kenergy then wauld credit to the Smelters a pro rata portion of the 
amount it received from the Company on a kWh basis (the “Rebate”). If the Company does not elect to 
rebate such excess amount to all its Members, the Company will still distribute a pro rata portion of the 
excess to Kenergy for distribution to the Smelters (the “Equity Development Credit”), subject to certain 
limitations. 

Additional Charges 

Variable Charges. The Smelters pay charges under the Company’s Fuel Adjustment Clause, and 
an environmental surcharge (the “Environmental Surcharge”) as though they were large industrial tariff 
customers of one of the Members. The Smelters also pay a charge relating to a purchased power 
adjustment (the “Purchased Power Adjustment”) with respect to purchased power costs not recovered 
under the Fuel Adjustment Clause. 

Surcharge. In addition to any other amounts payable under the Smelter Agreements, the Smelters 
pay a Surcharge, comprised of four separate components. The first component of the Surcharge is a fixed 
annual payment, in such amount as follows: (1) an aggregate annual payment of $5,110,000, payable in 
equal monthly installments through 201 1, (2) an aggregate annual payment of $7,300,000, payable in 
equal monthly installments from 2012 through and including 2016, and (3) an aggregate annual payment 
of $1 0,182,s 16, payable in equal monthly installments from 20 17 through 2023. The second component 
is a fixed reduction to the Surcharge of $86,588 per month for Alcan and $1 13,412 per month for Century 
until July 2017. The third and fourth components of the Surcharge are not fixed dollar amounts. The 
third component is the product of Base Fixed Energy for the billing month (where “Base Fixed Energy” 
equals the product of the Base Demand (368 MW or 482 MW, respectively), the number of hours in the 
billing month, and 0.98) multiplied by $0.60 per MWh. The fourth component is the product of Base 
Fixed Energy for the billing month and the number of cents (between zero and 60) per MW per hour that 
the Company’s budgeted annual average fuel costs for coal-fired generation per MWh for the fiscal year 
exceed the amounts specified in the Smelter Retail Agreements for that fiscal year, subject to a quarterly 
true-up based on a comparison of actual fuel costs to budgeted fuel costs and an annual true-up to insure 
that the Smelters do not pay under this fourth component more than 60 cents per MW per hour of Base 
Fixed Energy for the fiscal year. 

Termination Rights 

The obligation of Kenergy to supply electric services to the Smelters pursuant to the Smelter 
Retail Agreements will terminate on December 3 1 ,  2023, unless terminated earlier pursuant to the terms 
thereof. If no such early termination occurs, Big Rivers, and Kenergy are obligated, by no later than 
January 1, 2023, to undertake good faith negotiations with each other and the applicable Smelter for a 
replacement agreement. 

A Smelter may terminate its Smelter Retail Agreement upon not less than one year’s prior written 
notice of such termination to Kenergy and Big Rivers if it’s corporate parent has made a business 
judgment in good faith to terminate and cease, and has no current intention to re-commence, aluminum 
smelting operations at the Smelter’s Sebree, Kentucky site, in the case of Alcan, or Hawesville, Kentucky 
site, in the case of Century. 

Curtailments 

There are five specified circumstances under which the Smelters may curtail their receipt of 
energy from the Company. In each case, the Smelters remain obligated to pay for the amount of curtailed 
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energy as though it had been delivered, and receive a credit with respect to the curtailed energy which 
differs depending on the circumstances of the curtailment. 

Surplus Sales. The Company is required to use reasonable commercial efforts to market amounts 
of Monthly Energy for Kenergy that a Smelter is obligated to purchase under its Smelter Retail 
Agreement but which is surplus to such Smelter’s needs, with some exceptions. The Company must 
credit back to Kenergy, for credit to the applicable Smelter, an amount of net proceeds from such sales 
which is generally equivalent to the amount of the Smelters’ charges otherwise payable with respect 
thereto, less an administrative fee of $0.25 per MWh. 

Undeliverable Energy Sales. If an event occurs that causes damage or destruction to the plant or 
equipment at a Smelter’s facility that limits that Smelter’s ability to engage in smelting operations for a 
period of 48 consecutive hours or longer and the Smelter’s demand drops by at least 50 MW (other than 
as a result of the Smelter’s willful or intentional misconduct), the Smelter can request such energy be 
resold for five or six months (“IJndeliverable Energy Sales”). If the Smelter certifies that such condition 
cannot be remedied with reasonable diligence within six months, such sales may be extended for an 
additional three months. Big Rivers must credit back Kenergy, for credit to the Smelter, the net proceeds 
of the IJndeliverable Energy Sales, less an administrative fee of $0.25 per MWh. 

Potline Reduction Sales. A Smelter, upon the ceasing of aluminum smelting operations on one of 
its potlines (a “Potline Reduction”), may request that Kenergy cause the Company to sell 115 MW (plus 
or minus 10 MW) per hour on the open market (“‘PotIine Reduction Sales”) if certain other conditions are 
met These conditions include among others: (a) such Smelter is reasonably likely to be able to continue 
aluminum smelting operations with respect to all of its other potlines; (b) such Smelter reasonably 
estimates the Potline Reduction will equal or exceed 12 months; and (c) no Potline Reduction Sales have 
been made for a period of twelve consecutive months prior to the date of such notice. The Company must 
credit back Kenergy, for credit to the Smelter, the net proceeds of Potline Reduction Sales, less an 
administrative fee of $0.25 per MWh. 

Economic Sales. Each Smelter may, not more than 12 times in any fiscal year, voluntarily curtail 
its energy requirements and request that the Company sell the curtailed energy (“Economic Sales”). Each 
Economic Sale is subject to the Company’s consent, limited to up to 100 MW, and may not be longer 
than four hours. The Company must credit back to Kenergy, for credit to the Smelter, 75% of the net 
proceeds of Economic Sales. 

Neither the Company nor Kenergy have any obligation to market energy as Surplus Sales, 
Undeliverable Energy Sales, Potline Reduction Sales or Economic Sales until the Company has sold or 
chosen not to sell all amounts of its own surplus power, nor do Kenergy or the Company have any 
obligation to the Smelters if the Company is unable to sell this energy as a result of transmission or other 
constraints. 

Other Curtailments. If mutually agreed by a Smelter, Kenergy and Big Rivers, a Smelter may 
curtail its energy requirements in an amount and for a period agreed upon by such Smelter, Kenergy and 
Big Rivers. Regardless of whether the Company sells any of such curtailed energy, it must credit back to 
Kenergy, for credit to the Smelter, an amount equal to the product of (a) the amount of Base Demand per 
Hour curtailed and (b) the “Market Reference Rate.” The Market Reference Rate is the rate (inclusive of 
all transmission and related charges on any third-party’s transmission system) the Company estimates in 
good faith it would have paid to purchase energy from a third-party for such amount of curtailed energy to 
meet its energy delivery obligations under the Smelter Agreements during such period. This curtailment 
option allows the Company, if consented to by a Smelter in each instance, to mitigate its exposure to 
short-terms price spikes in the wholesale power markets during periods when the Company would 
otherwise need to purchase power from the market to meet its energy delivery obligations under the 
Smelter Agreements. 
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Other Matters 

Covenants. Big Rivers is obligated to its Members to operate its system for the benefit of the 
Members consistent with prudent utility practices. Under the Smelter Agreements it will apply the same 
standards to operating decisions that may affect the monthly charges to the Smelters. The Company will 
not use a Smelter’s payment obligation with respect to the Tier Adjustment as the basis for making an 
operating decision. 

Restructuring. Because of the Smelters’ obligations relating to the TIER Adjustment, the 
Company has agreed that the effects of certain restructuring transactions (a “Restructuring”) on the TIER 
Adjustment will be implemented over an extended period of time. A restructuring will occur if (i) Big 
Rivers, any Affiliate or a Member engages in a merger, consolidation or other combination with another 
entity, or the Company admits a new member, and such transaction results in a 5% increase in sales to its 
Members on a pro forma basis or (ii) the Company is acquired. The Company may, however, seek 
approval of an increase in the Large Industrial Rate which will increase amounts otherwise payable by the 
Smelters pursuant to the Smelter Base Rate upon the occurrence of a Restructuring. In connection with 
such a Restructuring, Big Rivers, Kenergy and the Smelters will determine a good faith estimate of the 
cumulative increase or decrease in the TIER Adjustment that such a Restructuring would cause over the 
24 Billing Month period following the date of the effectiveness of the Restructuring (the “Restructuring 
Amount”) and would increase or decrease the Smelters’ charges for 48 months by 1/48th of the 
Restructuring Amount (subject to a lower limit on the overall MWh rate payable by the Smelters). If the 
Company, Kenergy and the Smelters are not able to determine a mutually agreeable estimate of the 
appropriate economic adjustment according to the procedures set forth in the Smelter Retail Agreements, 
then Kenergy, Alcan, Century, or the Company may petition to the KPSC to determine the Restructuring 
Amount. 

Budgets. Each year, the Company must provide the Smelters with a copy of its then-current 
projected operating and capital budgets for the following fiscal year. This estimated budget may be 
reviewed by a mutually agreed independent expert if requested by a Smelter who will evaluate the 
proposed budgeted operating expense and capital expenditures. The Smelters have the opportunity to 
present the conclusions and recommendations of the independent expert to the Coordinating Committee 
(defined below) and to the Board of Directors. The Company has no duty to take any action based on 
such report. The Company must also provide the Smelters with notice of certain significant capital 
expenditures or operating expenses in excess of its budget made during the fiscal year and allow the 
Smelters to make a presentation to its Board of Directors in some cases. 

Coordinating Committee. The Smelter Agreements provide for the establishment of a committee 
(the “Coordinating Committee”), consisting of representatives of the Members, Alcan, Century, and the 
Company’s management, organized for the purpose of analyzing information relating to the Company’s 
operational and financial performance, including among others, (i) analysis criteria and procedures for 
evaluating plans and expenditures, (ii) budgets, (iii) fuel procurement or supply, and (iv) actual budget 
performance and variances. 

Large Industrial Rate Service. The Company has agreed that if a Smelter’s Retail Agreement is 
terminated pursuant to the termination rights with respect to a cessation of all smelting operations at the 
Smelter’s site, the Smelter will be entitled to be served by Kenergy under the Company’s Large Industrial 
Rate for any non-smelting load up to a maximum load of 15 MW. 

Smelter Credit Support 

The ‘CJ.S. parent of Alcan and the ultimate parent of Century have entered into agreements 
guaranteeing the payment and performance of Alcan and Century, respectively, to Kenergy and to the 
Company of all obligations under the Smelter Coordination Agreements. 
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Because the parent guarantor of each Smelter does not have an “A+” or higher credit rating, each 
Smelter is required to provide and maintain credit support in the form of a letter of credit from a bank 
rated ‘‘A+” or higher, or other credit support acceptable to the Company and Kenergy, in an amount equal 
to the amounts estimated to be due for a period of two months under that Smelter’s Smelter Retail 
Agreement and any amount that the Company estimates reasonably could be due with respect to taxes 
relating to certain sales of energy on behalf of the Smelters. 

Both Smelters have negotiated other credit support acceptable to the Company and Kenergy. For 
their 2 month credit support, Century currently has in place a $30 million letter of credit from Wells 
Fargo and Alcan currently has in place a $21 million letter of credit from TD Bank and a Threshold 
Amount of $2 million pursuant to the PNC escrow agreement. Century has been requested to increase 
their credit support by $4 million, to $34 million by July 2, 2012, and Alcan recently increased theirs by 
$3 million, to $26 million. 

Patronage Capital 

The Company’s and Kenergy’s allocation and distribution of patronage capital is controlled by 
their respective by-laws. The Smelter Agreements restrict Kenergy and the Company from modifying 
their respective by-laws in a manner that would be adverse to the Smelters with respect to the distribution 
of patronage capital. The decision to make any payments with respect to the distribution of patronage 
capital is in the sole discretion of Kenergy or the Company, as applicable. 
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Billie Richert 

From: Mark Hite 
Sent: 
To: Billie Richert 
Subject: FW: Big Rivers 
Attachments: 

Sunday, December 23,201 2 1059 AM 

Load Concentration Analysis and Mitigation Plan 6-1 8-201 2.pdf 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
270-577-6815 (mobile) 
-- mhite@ bigrivers.com 

-----0 rigi na I Message----- 
From: Mark Hite 
Sent: Thursday, July 26,2012 10:44 AM 
To: Bodek, David (david-bodek@standardandpoors.com) 
Cc: Billie Richert 
Subject: Big Rivers 

Good chatting with you today. 

Attached hereto, as promised, is the Load Concentration Analysis and Mitigation Plan, dated 6/18/12. 

Thank you, 
Mark 

Mark A. Hite, CPA 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third St. 
Henderson, KY 42420 
270-827-2561 (corporate) 
270-844-6149 (office) 
m hite@bigrivers.com 
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Billie Richert 

From: 
Sent: 
To: 
Subject: 

Bodek, David cdavid-bodek@standardandpoors.com> 
Monday, August 13,201 2 4:22 P M  
Billie Richert 
RE: Contact Information 

Billie, 

Please provide the following information to help us complete our review of BREC's ratings. 

1) What percent of Big Rivers' 201 I energy sales were sourced from coal? 
2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
3) What were Century's and Alcan's per kWh energy charges in 201 I? 
4) Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodekOstandardandpoors.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, August 13, 2012 5:11 PM 
To: Bodek, David 
Subject: Contact Information 

David, 
Sorry to have missed your call. Please see my contact information below. I'll be happy to respond and provide 
whatever information you request. 

Billie 

&6e Richer6 CPg, c g v  
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 
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Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed If YOLJ receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourfany storage medium. 

--..Iw-I..-L-pyIy- 

The information contained in this message is intended only for the recipient, and may be a confidential atlorney-client commuiiicatioti or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an etnployee or agent responsible for 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is strictly prohibited If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies. 
Inc reserves the right. subject to applicable local law, to monitar. review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without infonning the sender or recipient of the message. By sending electronic message 0 1  infomation to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein 
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From: 
Sent: 
To: 
Subject: 

Bodek, David cdavid-bodek@standardandpoors.com> 
Wednesday, August 15,2012 10:13 AM 
Billie Richert 
RE: Responses to your questions 

Billie, 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com 

-",.- p-.-...-Y__.".__\.I_Y---. **-.*.--- 

From: Billie Richert [maiIto:Billie.Richert@bigrivers.com] 
Sent: Tuesday, August 14, 2012 12:13 PM 
To: Bodek, David 
Subject: Responses to your questions 

David, 
Please find responses to your questions per below: 

I )  What percent of Big Rivers' 201 I energy sales were sourced from coal? 
88.49% -This is calculated by taking total MWH generated in our plants from steam of 10,277,356.015 + 
MWH generated by Henderson Municipal Power & Light (HMP&L - Station 2) of 1,565,267.830 for a total of 
11,842,623.85 MWH divided by Total MWH Energy Available for Sale of 43,383,180.825. We do not have 
the source of the purchased power from third parties and would need to research that further if you 
require this. 

2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
Century - 30.25% and Alcan - 24.35%. This is the percentage of electric energy billed to  each smelter 
as a percentage of Total Electric Energy Revenues of $558,372,354.13. Total billings to Century 
totaled $168,906,623.12 and total billings to Alcan totaled $135,972,841.53 for the twelve months 
ending December 31,2011. 

3) What were Century's and Alcan's per kWh energy charges in 201 I ?  
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Century's per MWH energy charges were $44.78 ($168,906,623.12 billings / 3,771,544.839 MWH 
billed). Alcan's per MWH energy charges were $44.10 ($135,972,841.53 / 3,083,275.214 MWH 
billed). Dividing the MWH amounts by 1000 results in $44.78 / 1000 = $.0448 per kWH for Century 
and $44.10 / 1000 = $.0441 per kWH for Alcan. 

4) Were Big Rivers' 3.01 3.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 
Yes. Big Rivers has no long-term contracts t o  nonmembers. We have only 1 t o  3 month contracts 
but all prices are reflective of current market prices. Sales through MISO are either at Real Time (RT) 
or Day Ahead (DA) prices but again are reflective of prevailing market prices. 

Please let me know if I've missed anything or can provide you additional information. Have a nice day. 

Billie 

From: Bodek, David [mailto:david-bodek@standardandpoors.com] 
Sent: Monday, August 13, 2012 4:22 PM 
To: Billie Richert 
Subject: RE: Contact Information 

Billie, 

Please provide the following information to help us complete our review of BREC's ratings. 

1) What percent of Big Rivers' 201 1 energy sales were sourced from coal? 
2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
3) What were Century's and Alcan's per kWh energy charges in 201 I ?  
4) Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 201 I market sales at prevailing market prices? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 21 54 
david bodek@standardandooors.com 

.I_________. __ ___ __ - 

From: Billie Richert [maiIto:BiIlie.Richert@bigrivers.com] 
Sent: Monday, August 13, 2012 5:11 PM 
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To: Bodek, David 
Subject: Contact Information 

David, 
Sorry to have missed your call. Please see my contact information below. 1'11 be happy to respond and provide 
whatever information you request. 

Billie 

%&e %chert, CP% C9TP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

- .... 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client coinmunication or may othewise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this commuiiication is strictly prohibited If you have 
received this communication in error, please immediately notify tis by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc reserves the right, subject to applicable local law. to monitor, review and process the content of any electronic message or iiifomiation senl to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of lhe  message By sending electronic message or information to McGraw-Hill e-mail 
addresses you. as the sender. are consenting to McGraw-Hill processing any of your personal data therein 

-" 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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From: 
Sent: 
To: 
Subject: 

Bodek, David edavid-bodek@standardandpoors.com> 
Wednesday, August 15,2012 10152 AM 
Bodek, David; Billie Richert 
RE: Responses to your questions 

Additional question: 

Did July's $537 million financing smooth out the 2012's $72.1 million debt maturity and 2013's $79.3 
million debt maturity? 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Thanks 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

I____-.__ ~ .. 

From: Bodek, David 
Sent: Wednesday, August 15, 2012 11:13 AM 
To: Billie Richert 
Subject: RE: Responses to your questions 

Billie, 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Sincerely, 

David 

David Bodek 
Director 
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Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
javid bodek@standardandpoors.com 

~ . ~ ~ ~ ~ - - ~ - ~ ~ ~ ~ ~ - - - ” ~ - ~ - - -  *... -<.. y--*_II--..-Ic? .”“””,” --- ~~ “- Y ~ ’ . . I ^ I v - - . - T C I I I E I I Y  P 

From: Billie Richert [mailto:BilIie.Richert@bigrivers.com] 
Sent: Tuesday, August 14, 2012 12:13 PM 
To: Bodek, David 
Subject. Responses to your questions 

David, 
Please find responses to your questions per below: 

What percent of Big Rivers’ 201 1 energy sales were sourced from coal? 
88.49% - This is calculated by taking total MWH generated in our plants from steam of 10,277,356.015 + 
MWH generated by Henderson Municipal Power & Light (HMP&L - Station 2) of 1,565,267.830 for a total of 
11,842,623.85 MWH divided by Total MWH Energy Available for Sale of 13,383,180.825. We do not have 
the source of the purchased power from third parties and would need to research that further if you 
require this. 
What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
Century - 30.25% and Alcan - 24.35%. This i s  the percentage of electric energy billed t o  each smelter 
as a percentage of Total Electric Energy Revenues of $558,372,354.13. Total billings t o  Century 
totaled $168,906,623.12 and total billings t o  Alcan totaled $135,972,841.53 for the twelve months 
ending December 31,2011. 
What were Century’s and Alcan’s per kWh energy charges in 201 I? 
Century’s per MWH energy charges were $44.78 ($168,906,623.12 billings / 3,771,544.839 MWH 
billed). Alcan’s per MWH energy charges were $44.10 ($135,972,841.53 / 3,083,275.214 MWH 
billed). Dividing the MWH amounts by 1000 results in $44.78 / 1000 = $.0448 per kWH for Century 
and $44.10 / 1000 = $.0441 per kWH for Alcan. 
Were Big Rivers’ 3.013.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 
Yes. Big Rivers has no long-term contracts t o  nonmembers. We have only 1 to 3 month contracts 
but al l  prices are reflective of current market prices. Sales through MISO are either at Real Time (RT) 
or Day Ahead (DA) prices but again are reflective of prevailing market prices., 

Please let me know if I‘ve missed anything or can provide you additional information. Have a nice day. 

Billie 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Monday, August 13,2012 4:22 PM 
To: Billie Richert 
Subject: RE: Contact Information 
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Billie, 

Please provide the following information to help us complete our review of BREC's ratings. 

What percent of Big Rivers' 201 1 energy sales were sourced from coal? 
What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
What were Century's and Alcan's per kWh energy charges in 201 I ?  
Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

...- - - 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, August 13,2012 5:11 PM 
To: Bodek, David 
Subject: Contact Information 

David, 
Sorry to have missed your call. Please see my contact information below. 1'11 he happy to respond and provide 
whatever information you request. 

Billie 

Bike R&ert, CPA, c w P  
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 

The information contained in this message is intended only for the recipient. and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible far 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this cominunication is strictly prohibited If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hi[l Companies, 
Iiic reserves the right. subject to appficable local law. to monitor, review and process the conlent of any electronic message or informalion sent to or froin 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
addresses you. as the sender, are consenting to McGraw-Hill processing any of your personal data therein 

-- 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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From: 
Sent: 

Subject: 
ro: 

Bodek, David cdavid-bodek@standardandpoors.com> 
Wednesday, August 15,2012 456 PM 
Billie Richert 
RE: Responses to your questions 

That will be fine. 

Thanks 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandDoors.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, August 15, 2012 5:54 PM 
To: Bodek, David 
Subject: RE: Responses to your questions 

David, 
I will respond tomorrow with answers to your questions. I've been in meetings all day. 

Thank you. 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Wednesday, August 15,2012 10:52 AM 
To: Bodek, David; Billie Richert 
Subject: RE: Responses to your questions 

Additional question: 

Did July's $537 million financing smooth out the 201 2's $72.1 million debt maturity and 201 3's $79.3 
million debt maturity? 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Thanks 
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David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandDoors.com 

From: Bodek, David 
Sent: Wednesday, August 15, 2012 11:13 AM 
To: Billie Richert 
Subject: RE: Responses to your questions 

Billie, 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
( f )  212 438 2154 
- david bodek@standardandDoors.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Tuesday, August 14, 2012 12:13 PM 
To: Bodek, David 
Subject: Responses to your questions 

David, 
Please find responses to your questions per below: 

I) What percent of Big Rivers’ 201 1 energy sales were sourced from coal? 
Case No. 2012-00492 
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88.49% - This is calculated by taking total MWH generated in our plants from steam of 10,277,356.01 5 + 
MWH generated by Henderson Municipal Power & Light (HMP&L - Station 2) of 1,565,267.830 for a total of 
11,842,623.85 MWH divided by Total MWH Energy Available for Sale of 13,383,180.825. We do not have 
the source of the purchased power from third parties and would need to research that further if you 
require this. 
What percent of 201 I BREC revenues came from Century in 201 1 and what percent from Alcan? 
Century - 30.25% and Alcan - 24.35%. This is the percentage of electric energy billed t o  each smelter 
as a percentage of Total Electric Energy Revenues of $558,372,354.13. Total billings to Century 
totaled $168,906,623.12 and total billings t o  Alcan totaled $135,972,841.53 for the twelve months 
ending December 31,2011. 
What were Century's and Alcan's per kWh energy charges in 201 I ?  
Century's per MWH energy charges were $44.78 ($168,906,623.12 billings / 3,771,544.839 MWH 
billed). Alcan's per MWH energy charges were $44.10 ($135,972,841.53 / 3,083,275.214 MWH 
billed). Dividing the MWH amounts by 1000 results in $44.78 / 1000 = $.0448 per kWH for Century 
and $44.10 / 1000 = $.0441 per kWH for Alcan. 
Were Big Rivers' 3.01 3.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 
Yes. Big Rivers has no long-term contracts to nonmembers. We have only 1 t o  3 month contracts 
but all prices are reflective of current market prices. Sales through MISO are either at Real Time (RT) 
or Day Ahead (DA) prices but again are reflective of prevailing market prices. 

Please let me know if I've missed anything or can provide you additional information. Have a nice day. 

Billie 

From: Bodek, David [maiIto:david~bodek@standardandpoors.com] 
Sent: Monday, August 13, 2012 4:22 PM 
To: Billie Richert 
Subject. RE: Contact Information 

Billie, 

Please provide the following information to help us complete our review of BREC's ratings. 

1) What percent of Big Rivers' 201 1 energy sales were sourced from coal? 
2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
3) What were Century's and Alcan's per kWh energy charges in 201 I ?  
4) Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 2011 market sales at prevailing market prices? 

Sincerely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY IO041 
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(v) 21 2 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com_ 

-e.. _l~-~---"-ll_l-.-~~-~l_----.- ---- 
From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, August 13, 2012 5:11 PM 
To: Bodek, David 
Subject: Contact Information 

David, 
Sorry to have missed your call. Please see my contact information below. I ' l l  be happy to respond and provide 
whatever information you request. 

Billie 

B&e Richdl CPAl CWP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Ofice Direct: (270) 844-6190 
Mobile: (270) 577-6221 

---------.".---- --- 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this infomation by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

- - 
The infomation contained in this message is intended only for the recipient. and may be a confidential attorneyclient communication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient. or an employee or agent responsible for 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is strictly prohibited If you have 
received this communication in error, please immediately notify LIS by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic niessage or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein 

-- - 
The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential and/or private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from your/any storage medium. 
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Billie Richert 

From: 
Sent: 
TO: 
Subject: 

Bodek, David edavid-bodek@standardandpoors.com> 
Thursday, August 16,2012 12:31 PM 
Billie Richert 
RE: Responses to your questions 

Thanks 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 

- 

From: Billie Richert [mailto:Billie.Richert@bigrivers,com] 
Sent: Thursday, August 16, 2012 1:22 PM 
To: Bodek, David 
Subject: RE: Responses to your questions 

David, 
The following is in response to  your question during today‘s phone call regarding the maturities of our long-term debt 
after the July 27‘h refinancing with CoBank and CFC. I’m working on the response relating to smelters. 

Due to our recent refinancing, Big Rivers now forecasts mattirities of long-term debt as follows: 

2012 $12.1 million 
2013 $78.2 million 
2014 $20.1 million 
2015 $20.9 million 
2016 $21.6 million 

These amounts exclude forecasted borrowings for Big Rivers’ 2012 Environmental Compliance Plan. 2013 includes a 
$58.8 million pollution control bond maturing June of 2013. 

Billie 

From: Bodek, David [mailto:david-bodek@standardandpoors.com] 
Sent: Wednesday, August 15,2012 4:56 PM 
To: Billie Richert 
Subjed: RE: Responses to your questions 
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That will be fine. 

Thanks 

David Bodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandRoors.com 

”_---.-- .__~-.”-.-~....^-”-..”--~ __----- -- - 
From: Billie Richert [rnailto:Billie.Richert@bigrivers.com] 
Sent: Wednesday, August 15,2012 5:54 PM 
To: Bodek, David 
Subject: RE: Responses to your questions 

David, 
I will respond tomorrow with answers to your questions. I’ve been in meetings all day. 

Thank you. 
_ -  - - - I _ .  _ _  _ ~ _ _ ” _ _ -  -_ ” I__I--- ” 

From: Bodek, David [maiIto:david~bodek@standardandpoors.corn] 
Sent: Wednesday, August 15, 2012 10:52 AM 
To: Bodek, David; Billie Richert 
Subject. RE: Responses to your questions 

Additional question: 

Did July‘s $537 million financing smooth out the 2012’s $72.1 million debt maturity and 2013’s $79.3 
million debt maturity? 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Thanks 

David Bodek 
Director 
Standard & Poor‘s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
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(f) 212 438 2154 
david bodek@standardandooors.com 

From: Bodek, David 
Sent: Wednesday, August 15, 2012 11:13 AM 
To: Billie Richert 
Subject: RE: Responses to your questions 

Billie, 

What is the current rate mitigation reserve balance and, assuming steady-state smelter operation, 
over what period of time will it be amortized? 

Sincerely, 

David 

David Bodek 
Director 
Standard i3 Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 21 2 438 7969 
(f) 212 438 2154 
david bodek@,standardandpoors.com 

From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Tuesday, August 14, 2012 12:13 PM 
To: Bodek, David 
Subject: Responses to your questions 

David, 
Please find responses to your questions per below: 

1) What percent of Big Rivers’ 201 1 energy sales were sourced from coal? 
88.49% - This is calculated by taking total MWH generated in our plants from steam of 10,277,356.015 + 
MWH generated by Henderson Municipal Power & Light (HMP&L - Station 2) of 1,565,267.830 for a total of 
11,842,623.85 MWH divided by Total MWH Energy Available for Sale of 13,383,180.825. We do not have 
the source of the purchased power from third parties and would need to research that further if you 
require this. 

2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
Century - 30.25% and Alcan - 24.35%. This i s  the percentage of electric energy billed t o  each smelter 
as a percentage of Total Electric Energy Revenues of $558,372,354.13. Total billings t o  Century 
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totaled $168,906,623.12 and total billings t o  Alcan totaled $135,972,841.53 for the twelve months 
ending December 31,2011. 
What were Century's and Alcan's per kWh energy charges in 201 I ?  
Century's per MWH energy charges were $44.78 ($168,906,623.12 billings / 3,771,544.839 MWH 
billed). Alcan's per MWH energy charges were $44.10 ($135,972,841.53 / 3,083,275.214 MWH 
billed). Dividing the MWH amounts by 1000 results in $44.78 / 1000 = $.OW8 per kWH for Century 
and $44.10 / 1000 = $.0441 per kWH for Alcan. 
Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 201 1 market sales at prevailing market prices? 
Yes. Big Rivers has no long-term contracts t o  nonmembers. We have only 1 t o  3 month contracts 
but all prices are reflective of current market prices, Sales through MISO are either a t  Real Time (RT) 
or Day Ahead (DA) prices but again are reflective of prevailing market prices. 

Please let me know if I've missed anything or can provide you additional information. Have a nice day. 

Billie 

- ___-_. I -I__-. --_ I_ - -I-__ _I --- - -- - .  - - -- - 

From: Bodek, David [mailto:david -bodek@standardandpoors.com] 
Sent: Monday, August 13, 2012 4:22 PM 
To: Billie Richert 
Subject: RE: Contact Information 

Billie, 

Please provide the following information to help us complete our review of BREC's ratings. 

1) What percent of Big Rivers' 201 1 energy sales were sourced from coal? 
2) What percent of 201 1 BREC revenues came from Century in 201 1 and what percent from Alcan? 
3) What were Century's and Alcan's per kWh energy charges in 201 I ?  
4) Were Big Rivers' 3.013.625 MWH of sales to nonmembers in 2011 market sales at prevailing market prices? 

Since rely, 

David 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(9 212 438 2154 
david bodek@standardandpoors.com 
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From: Billie Richert [mailto:Billie.Richert@bigrivers.com] 
Sent: Monday, August 13,2012 5:11 PM 
To: Bodek, David 
Subject. Contact Information 

David, 
Sorry to have missed your call. Please see my contact information belaw. I'll be happy to respond and provide 
whatever information you request. 

Billie 

Bib4 %oh& CPA C9TP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material fiom yourlany storage medium. 

p*pp&m-- --. -.-,- ----* .. .-_-. .---"-~- 111_44"-1-11~1111 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confiden(ia1 and protected from disclosure If the reader of this message is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient. please be aware that any dissemination or copying of this communication is strictly piohibited If you liave 
received this communication in error please immediately notify us by replying to [he message and deleting il from your computer. The McGraw-Hill Companies 
liic reserves the right, subject to applicable local law, to monitor. review arid process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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From: Billie Richert 
Sent: 
To: Nicholas R. Castlen 
Subject: 
Attachments: 

Thursday, November 15,2012 1:47 PM 

FW: 2012 Second Quarter Financial Report 
Second Quarter 2012 Financial Report.pdf 

From: Billie Richert 
Sent: Saturday, August 18, 2012 12:Ol PM 
To: david-bodek@standardandpoors.com 
Subject. 2012 Second Quarter Financial Report 

David, 

Attached is our condensed Second Quarter Financial Report. Please let me know if there are questions. 

Thanks. 

gibe leicl;ert, CPA CWP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from youdany storage medium. 

1 
Case No. 2012-00492 

Attachment for Response to KIUC 1-9 
Witness: Billie J. Richert 

Page 425 of 458 

mailto:david-bodek@standardandpoors.com


E L E C T R I C -  C O  R P O  R A T 1  0 N 

Your Touchstone Energym Cooperative 

2012 Second Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: August 12,2012 

end @ rso n, I(@ M t  Le c ky 42420 

Phone: 270-827-2561 

igrive rs. corn 
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2 

BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands 6 

June 30, June 30, 
2012 201 1 - - ~ - -  ASSETS 

TOTAL u n L w  PLANT IN SERVICE 

TOTAL u n L m  PLANT 
CONSSRUCTlON WORK IN PROGRESS 

ACCUM PROVISION FOR DEPR & AMORT 

NET UTILITY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERlY AND INVESTMENTS 

CASH GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE -SALES OF ENERGY 
ACCOUNTS RECEIVABLE - OITHER NET 
FUEL STOCK 

PREPAYMENTS 
OTHERCURRENTBACCRUEDASSETS 

TOTAL CURRENT& ACCRUED ASSETS 

UNMORT DEBTDISC & EXTRAORD PROP LOSS 
OTHERDEFERREDDEBITS 

MATERIALS & SlJPPLlES - OTHER 

TOTAL ASSETS AND OTHER DEBITS 

EQUmES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS CURRENTYEAR 
NONOPERATING MARGINS ~ PRIOR YEAR 
NONOPERATING MARGINS - CURRENTYEAR 
OTHER MARGINS & EQUITIES 

TOTAL MARGINS & EQUITIES 

LONG-TERM DEBT - RUS 
LONG-TERM DEBT- OTHER 

TOTAL LONG-TERM DEBT 

ACCOlJNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER CURRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRLJED LIABILITIES 

DEFERREDCREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,980,198 
64,799 

2,044,997 
(953,691) 

1,091,306 

3,677 
685 

15 
154,600 

158.977 

6 
623 

47,653 
42,426 

452 
35,425 
26,295 
2,499 

851 

156,230 

2,574 
1,725 

1,410,812 

(241,898) 
1,603 

638,998 
32 

(7,279) 

391,456 

65 1,478 
142,100 

793,578 

23,009 
2,269 
9,924 
8,273 

43,475 

157,856 
24,447 

1,410,812 

1,962,829 
48,852 

2,011.681 
(926,415) 

1,085,266 

3,%2 
685 

15 
172,604 

176,946 

6 
573 

76,437 
40,436 
(864) 

24,234 
24.473 
2,057 
1,219 

168,571 

2,133 
1,279 

1,434,195 

(247,339) 
576 

638,838 
120 

(4.924) 

387,271 

659,199 
142,100 

801,299 

26,911 
1,717 

10,243 
'7 754 

46,625 

178,159 
20,841 

1,434,195 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $17.4 million to $2 0 billion as of June 30, 2012. 
This increase resulted from constmction projects to maintain generation, transmission and 
communication capabilities 

EMPORARY INVESTMENTS decreased $28.8m primarily due to a higherfuel inventory this year 
and construction projects. 

SPECIAL FUNDS decreased $18.0m as of June 30, 2012 This decrease resulted from the use 
of the resew funds set up for non-smelter member rate mitigation. 

LONG-TERM DEBT decreased $7.7 million as of June 30, 2012, primarily due lo  principal 
payments on RUS debt. 

DEFERRED CREDITS decreased $20.3 million as of June 30, 2012, primarily due to the 
use of the resew funds set up for non-smelter member rate mitigation, 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

3 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODUCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTO/ISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXPENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL. MAINTENANCE EXPENSE 

DEPRECLATION 8 AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED 10 CONSIRUCTION-CREDIT 
OTHER INlEREST EXPENSE 
OTHER DEDLJCTIONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 
OTHER NON-OPERATING INCOME - NET 
OTHER CAPITAL CREDITS t~ P A r  DIVIDENDS 

NET PATRONAGE CAPITAL OR MARGINS 

Three Months Ended June 30, 
2012 201 1 

139,612 139,950 
1,204 896 

140,816 140,846 

12,017 12,073 
57,168 57,856 
26,649 29,158 
2,570 2,397 

566 687 
95 90 
15 23 

7,071 6,881 

106,151 109,165 

8,292 9,512 
1,279 1,216 

56 

9,624 10,784 

___I 

53 

10,188 8,633 
3 130 

11,227 11,385 

0 0 
82 * 37 

(1 85) (52) 

137,090 140,082 

3,726 764 

13 24 
0 5 
0 0 

Six Months Ended June 30, 
201 1 

273,712 273,551 
2,409 1,520 

276,121 275,071 

____I-- 

2012 - 

23,837 24,222 
106,890 114,182 
58,175 55,019 
4,979 4,647 
1,225 1,267 

199 190 
21 23 

13,793 13,677 

209,129 213,227 

20,426 18,929 
2,334 2,140 

93 58 

22,853 21,127 

--- 

20,364 17,314 
4 128 

22,484 22,996 

0 59 
123 1 16 

(385) (375) 

274,562 274,592 

1,559 479 

31 110 
0 9 

45 97 

3,739 793 1,635 695 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 319,916 MWh to 5,298,635 MWh for the six-month period ended June 30,2012. 
Member sales rewnue increased $39.0 million, or 18.0%, to $256.3 million for the six-month period ended 
June 30, 2012, compared to $217.3 million in 2011, driwn by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 201 1. 

SALES TO NON-MEMBERS decreased 995,000 MWh to 643,125 MWh for the six-month period ended June 30, 
2012. This decrease, along with a 21.1% decline in price, caused non-member electric sales rewnue to decrease 
69.0%, to $17.4 million, for the six-month period ended June 30, 2012 compared to $56.3 million for 2011. 

PURCHASED POWER expense increased $7.5 million, or 40.6% to $26.1 million for the six-month period ended 
June 30, 2012, compared to 201 1. This was due to a 60.1% increase in MWh purchased, partially offset by a 12.2% 
decrease in the awrage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $10.0 million, or 7.8%, to $118.2 million for the six-month period ended June 30, 2012 
compared to 201 1. The decreased fuel expense was primarily driwn by lower generation as the softer power market 
drow economic purchases. 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended June 30,2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prodded by 

operating actidties: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest compounded - RUS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 
Accounts receiwble 
Inwntories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash prodded by operating actidties 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures -' net 
Proceeds from Restricted Inwstments and Other Deposits 

and Inwstments 

Net cash used in inwsting actidties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Proceeds from short-term notes payable 
Debt Issuance Cost Bond Reiunding 

Net cash used in financing actidties 

Three Months Ended June 30, 
2011 - 2012 - 

3,739 793 

10,715 9,136 
1,800 1,704 

0 0 
(6,270) (4,365) 

(1,683) (1, $46) 
(959) 4,218 
483 518 
28 42 

(5,899) (176) 
2,918 1,233 

739 1,180 - 
5,611 13,137 

(3,990) (27,459) 
0 0 
0 0 
0 0 
0 0 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,808) (14,937) 

CASH AND CASH EQUIVALENTS - Beginning 49,467 91,380 

CASH AND CASH EQUIVALENTS -Ending 47,659 76,443 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 8,672 8,973 

Cash paid in taxes 0 130 

4 

Six Months Ended June 30, 
2011 - 2012 - 

1,635 695 

21,467 18,319 
3,574 3,365 
7,596 8,397 

(1 1,981) (8,820) 

469 4,940 
(2,531) 11,838 
2,101 1,122 

57 65 
(7,316) (4,387) 

187 (2,046) 
2,253 1,122 

17,511 34,610 -- 

(21,105) (12,129) 
10,393 46,641 

(10,712) 34,512 - 
(3,990) (27,459) 

0 0 

0 0 
0 0 

0 (10,000) 

(3,990) (37,459) 

2,809 31,663 

44,850 44,780 

47,659 76,443 

11,186 12,000 

0 130 
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From: 
Sent: 
To: 
cc: 
Subject: 

Billie Richert 
Sunday, August 26, 2012 3:lO PM 
'Bodek, David' 
'jeff-panger@standardpoors.com' 
Big Rivers Updates 

David, 
I called your office last Monday, August 20th, and got your voice mail which stated you were out until the 28fh. I asked 
for the name of the backup analyst and was transferred to Jeff whose voice mail indicated he was out until August 27th. I 
want to provide an update to you via email and to provide information to anticipated questions you may have. We can 
discuss further upon your return. 

On Monday, August 20th, Kenergy Corporation (one o f  aur three cooperatives) received from Century Aluminum 
Company a Notice of Termination of i ts Retail Service Agreement dated July 1,2009. This notice is for a 
termination date af August 20,2013 (twelve month notice per Section 7.3.1 of the Retail Electric Service 
Agreement ). Century also issued a press r e n  the same day from its Monterey, California headquarters. 
Pertaining to Century's termination notice and Century's 482 MWh * 98% load factor: The rate billed to Century 
for the Base Energy Charge (Based Fixed Energy) covers BOTH Big Rivers' fixed and variable costs as defined by 
o w  large industrial tariff. Every MWh above this is billed a t  our variable rate and covers our variable costs. So 
there is both a fixed and variable rate included in our MWh billing to Century for this Base Energy Charge. Any 
MWh above the 482 are billed a t  our variable tariff rate thus covering our increased variable costs. 
If the load were to go to 0 MWh over the next twelve months, the base energy charge would be reduced by the 
amount included for the variable portion of fuel, reagent and purchase power. This leaves revenues (and cash 
flow) to cover our fixed costs and margins. Even if load goes below 482 MWh *.98% load factor, Big Rivers will 
always recover our fixed portion via our tariff rate. However, Century's demand continues to exceed the base 
MWh. 
Big Rivers transmission projects (total of 7) are in two phases: 100% of Phase 1 was completed in 2008; Phase 2 
comprised 7 projects, 6 of which are completed. The 7'h project involves work to be completed by TVA with an 
estimated completion date of 2014/2015. However, today Big Rivers can meet all of the transmission 
requirements to export any of our excess generation created by smelter closures. In other words, this excess 
generation is not captive within our system and we can get it off our system without any additional investment. 
On Tuesday, August 21, the U.S. Court of Appeals for the D.C. Circuit ruled the U.S. Environmental Protection 
Agency (EPA) violated the Clean Air Act in i ts Cross-State Air Pollution Rule (CSAPR), vacating the ruling. This 
reduces Big Rivers cost to comply in i ts Environmental Compliance Plan (ECP) from approximately $283 million 
to approximately $58 million (MATS) t $1.2 million (CSAPR -see below). 
The CSAPR which was vacated was the basis for a significant portion of Big Rivers 2012 Environmental 
Compliance Plan (ECP) and the basis of several concerns raised by the interveners in our April 2,2012 
application filed with the Kentucky Public Service Commission (PSC). The hearing for our ECP was scheduled 
beginning Wednesday, August 22,2012. On August 22,2012 A Stipulation and Recommendation was entered 
into by Big Rivers, the Office o f  the Attorney General, Kentucky Industrial Utility Customers, Inc. and Alcan 
Primary Products Corporation (collectively KIUC), the Sierra Club and Ben Taylor (collectively Sierra Club) and 
Kenergy Corporation. This Stipulation is subject to the acceptance of and approval by the PSC anticipated on or 
before October 2,2012. The Stipulation grants Big Rivers Certificates of Public Convenience and Necessity 
(CPCN) to permit the construction of Project 6, the conversion of Reid Unit 1 to burn natural gas; and Projects 8, 
9 and 10, activated carbon injectian, dry sorbent injection and monitors a t  Coleman, Wilson and Green stations; 
and Project 11, installation of particulate Monitors for HMPL Unit 1 and 2. The Stipulation approves the addition 
of Projects 8, 9, 10 and 11 to Big Rivers' Environmental Compliance Plan and approves the recovery of the costs 
of these prajects through the environmental surcharge as proposed by Big Rivers. In addition the Stipulation 
approves the establishment of a regulatory account for actual costs associated with the case up through August 
31,2012 and pravides for the amortization of these expenses over a three year period and approves the 
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recovery of these costs through the environmental surcharge tariff (not to exceed $900,000); to become 
effective upon the Commission's recommended order. Big Rivers withdrew i ts application to include Project 
6's (CSAPR) costs in the environmental surcharge. However, we do retain the right to seek authority to pursue 
4, 5 and 7 (CSAPR) in future filings and to seek recovery of Projects 4,5, 6 and 7 costs in a future filing with the 
Commission. 
Additionally the Stipulation states that Big Rivers shall perform testing which we estimate to cost approximately 
$1,000,000, to ensure that for Projects 8,9 and 10 (Mercury and Air Toxics Standards (MATS) Rule), we can 
achieve compliance with al l  applicable MATS particular limits. These costs will be recovered through the 
environmental surcharge. Testing must be performed for each unit before proceeding with the project for that 
unit. 
The construction costs for the approved MATS projects are approximately $58 million with an additional $1.2 
million for Reid Unit 1 to convert burners to natural gas (CSAPR) which we are not seeking to recover. Our total 
ECP construction costs were initially approximately $283 million which included both CSAPR and 
MATS projects. Thus the Stipulation agreement reached with the PSC reduces our projected capital expenditure 
outlay to approximately $59.2 million, $58 million of which will be recovered. 
The recent $537 million refinancing with CFC and CoBank has replenished our transition reserve $35 million and 
provided $60 million for capital expenditures (non ECP). 

10) We will obtain rate relief in our next general rate case which we intend to have in place by Century's contract 
termination, August 20, 2013. Relief requested will be sufficient to make us whole from revenues that will be 
lost from Century. Also, there is a rehearing, tentatively scheduled during September 2012, for our 2011 rate 
case (Case 2011-00036) which can provide an additional approximately $2.7 million of revenue, $2 million of 
which represents additional annual revenue. 

Our Coleman Station is the recipient of the 2012 Navigant GKS Operational Excellence Award which is being presented 
tomorrow, August 27,2012. We are very excited about this accomplishment. Coleman was th6 top performer in the 
under 200 MW average unit size range. The awards 
for coal-fired plants over a five year period. 

I look forward to speaking with you upon your return. 

Billie 

- Y  I__ - -  - .- - 

From: Bodek, David [mailto:david~bodek@standardandpoors.com] 
Sent: Thursday, August 16, 2012 12:31 PM 
To: Billie Richert 
Subject: RE: Responses to your questions 

Thanks 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 21 2 438 7969 
(f) 212 438 2154 
david bodek@standardandmom,com 
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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Tuesday, August 28,2012 8:27 AM 
david-bodek@standardandpoors.com 
Responses to your questions yesterday 

David, 
I do want you to know we are planning to submit a filing for our next rate case by the end of this calendar year and it is a 
regular rate case filing and not an emergency rate case filing. We are filing this by the end of the year so that the rate 
increase will go into effect at  or near the end of August 2013. We are presently rerunning our production model which 
will provide the data then needed for our financial model. Once we have this information we can then solidify the rate 
increase needed. We will ask the commission for rate relief necessary to cover any shortage from Century leaving, 
however, future rates would be reduced by any replacement revenues we derive from other sources. We anticipate 
Century going to market and is no longer Big Rivers‘ customer; Alcan stays on our system as Cost of Service (paying no 
subsidies or surcharges); and we build for MATS compliance only; with a layup of Wilson. Under this scenario retail rates 
will increase (net of MRSM & RER) for the rural class by 16%, industrial by 19% and Alcan by 3%. 

More specifically, I’d like to clarify we are not intending or wanting to be a merchant in the market. We evaluate the 
market price and if the market price supports our variable and fixed costs, we will generate power; if not we will idle or 
layup a plant. As we discussed Big Rivers is moving forward with our mitigation plan which was developed in case of a 
smelter leaving. As such Big Rivers is pursuing replacement buyers for Century’s load through other cooperatives or 
other municipalities. This effort includes responding to an opportunity for providing up to 400 MW in eastern 
Kentucky. In addition over the next several years there is a potential opportunity with an industrial complex in our 
Jackson Purchase territory requiring 500-600 MW. We have staff actively pursuing other opportunities. 

Alcan has shared with us they are breaking even a t  the Sebree facility and there is no indication they are closing, 
however, we expect Alcan to oppose any rate increase from Century leaving. Alcan has contracted with us to provide an 
additional 10 MW for the next year above the base demand 368 MW in their smelter agreement. 

e in November. This study involves 

I believe I’ve answered your questions, David. If you need further information or clarification, please call. 

Have a nice day. 

M e  ~ j c h d  cPZ, CgTP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

- -~ 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. C a s e  No. 2012-00492 
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From: 
Sent: 
To: 
Subject: 

Billie Richert 
Wednesday, August 29,2012 2:44 PM 
david-bodek@standardandpoors.com 
Response to your question regarding various loan agreementslcovenants 

David, 

This is response to your question re: specific triggers existing in our RUS/CFC/pollution control bonds/CoBank 
agreements resulting from a potential speculative grade rating issued by your organization. We have reviewed 
our various loan agreements and find: 

rn at least two R 
o Rating Agencies 
within 30 days of the failure to 

have the two Credit Ratings. Failure to implement a corrective plan is an event of default under the RUS loan 
agreement. Section 4.12 of the RUS loan agreement provides for the lockbox agreement to go into effect upon 
the happening of certain events and/or determinations made by the Administrator of RUS. One of the events is 
the failure to maintain two Investment Grade credit ratings from at least two Rating Agencies. Under the 
lockbox agreement, the Administrator could direct that all cash proceeds of the trust estate (including 
payments under the Member contracts) be deposited in the account set up under the lockbox agreement. At 
this point, if S&P downgrades Big Rivers, we still have ratings of Investment Grade from Moody’s and Fitch. 

Under our the Cosank $50,000,000 revolving credit agreement, the Facility Fee would not increase upon the 
change from only one rating agency. 

pollution control bond documents or the other loan 

We have no active deals under our EEI Agreements which were used prior to our joining MISO. 

I’m available to discuss this further and/or answer any questions you may have. 

Thanks, 

Bi&e Rich& CPR, C97P 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review, retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. Case No. 2012-00492 
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Billie Richert 

From: Bodek, David cdavid-bodek@standardandpoors.com> 
Sent: 
ro: Billie Richert 
Subject: 
Attachments: 

Thursday, August 30,2012 11:49 AM 

S&P Confidential Draft Rating Report Attached 
Sent to BREC - 20120830.DOC 

“Standard & Poor’s Ratings Services is sending you this draft so that you can call our attention t o  any 
factual errors or the inadvertent inclusion of  confidential information in the draft. If you have any 
questions or comments on the analysis that are not factual in nature, we ask that you discuss these 
matters with us. We will use our sole discretion in making editorial changes t o  the document, which 
represents our independent opinion. We will finalize and release our report after a period of up to  two 
business hours from the time we have sent this email regardless of whether we have received a reply. 
The report will supersede the information in the draft; the information in the draft is  confidential and 
remains confidential after the issuance of a report and should not be disclosed or released at any time 
before or after the report is published.” 

The information contained in this message is inteiided only for the recipient, and may be a confidential attorney-client communication or may otherwise be 
privileged and confidential and protected from disclosure. If the reader of this iwssage is not the intended recipient, or an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error. please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies. 
Inc. reserves the right, subject to applicable local law, to monitor. review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without iiiforniing the sender or recipient of the message By sending electronic message or information to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein 
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S&P Confidential Draft Rating Report 
Page 1 of 4 
August 28,2012 

Big Rivers Electric Corp. , Kenfucky 
Ohio County 

Rationale 

Standard & Poor’s Ratings Services has revised to negative from stable its 
outlook on Big Rivers Electric Corp., Ky., (BREC) and the Ohio County, Ky. $83.3 
million pollution control refunding revenue bonds, series 201 OA (Big Rivers 
Electric Corp. Project) issued for Big Rivers’ benefit. At the same time, Standard 
& Poor’s affirmed its ‘BBB-’ issuer credit rating on the cooperative and the Ohio 
County bonds. 

The revised outlook reflects concerns about the strength and stability of the 
utility’s revenue stream following its leading customer’s issuance of a 12-month 
notice to terminate its power contract with BREC. The notice covers Century 
Aluminum Co.’s (B/Stable) Hawesville, KY smelter. During the 12-months’ 
Century is required to pay a demand charge that covers its share of BREC’s 
fixed costs, but it is not obligated to operate the plant. BREC has accepted the 
termination notice. 

Before sending its termination notice, Century claimed that its Hawesville 
smelting facilities require significant electric rate concessions to remain viable. 
Although the smelting plant has been operating at levels that exceeded its 
threshold electric contract requirements, Century cited sharp declines in 
aluminum prices and BREC’s electric rates as factors that are degrading its 
Hawesville facilities’ profitability. BREC did not acquiesce to the requested rate 
concessions, in part because it would have had to also provide similar 
accommodations to its other large smelter customer, Rio Tinto Alcan Inc. (Alcan; 
A-lStablelA-2). That smelter, is not projecting closing its Sebree facilities in 
BREC’s service territory. 

Century and Alcan represented two-thirds of BREC’s 201 1 MWH sales to 
members, exclusive of nonmember sales and about half of energy sales to 
members and nonmembers. Century accounted for about 30% of BREC’s 201 I 
operating revenues from members and nonmembers and Alcan, 24%. About 
80% of BREC’s 201 I electric sales were to members and it principally sold the 
balance of its output in competitive wholesale markets. We view the pending 
loss of Century as having the potential to convert substantial amounts of the 
utility’s generation capacity into surplus capacity. Also, the departure could shift 
costs that were historically borne by Century to remaining customers. 

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative 
that produces and procures electricity for sale to three distribution cooperative 
members and their 112,900 retail customers. One member, Kenergy Corp., 
serves the two smelters, In 201 1 , Kenergy’s 9.4 million megawatt-hour sales 
were 8x greater than the sum of the other two members’ MWH sales. About 86% 
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S&P Confidential Draft Rating Report 
Page 2 of 4 
August 28,2012 

of Kenergy’s 201 1 MWH sales were to industrial customers. Nearly three- 
quarters of its sales were to the two smelters, They accounted for more than 
70% of Kenergy’s operating revenues. BREC’s other member distribution 
cooperatives - Jackson Purchase Energy and Meade County Rural Electric 
Cooperative - principally serve residential customers. 

The smelters entered into take-or-pay power contracts with Kenergy. However, 
the contracts allow the smelters to terminate their obligations to Kenergy and 
BREC without penalty if they provide one-year‘s notice and cease operations. 

BREC plans to file for rate relief to compensate for the loss of Century. The rate 
filing will request that the Kentucky Public Service Commission (KPSC) 
reallocate costs historically borne by Century to BREC’s remaining customers by 
raising their rates. We view the service area’s composition as potentially 
frustrating the ability to reallocate costs. We believe that Alcan might resist 
efforts to have it absorb costs previously borne by its competitor. Also, many of 
the counties that BREC serves have income levels that are 20%-30% below the 
national median household effective buying income, which could hinder the 
reallocation of Century costs to residential customers. In addition, because the 
KPSC must approve the request for rate adjustments, BREC and its member 
distribution cooperatives are distinguishable from many other cooperative utilities 
that have autonomous ratemaking authority. Because the utility and its members 
are regulated, it is uncertain whether the rate relief request that BREC is planning 
will be approved in full or in part. 

During rate negotiations between BREC and Century, the utility reported that 
applying the smelter’s requested rate concessions to both smelters to maintain 
parity would have meant raising the system’s residential customers’ rates by 
about 37% and its industrial customers’ rates by about 56%. It now expects to 
seek more modest rate increases that reflect the reallocation of costs borne by 
Century to remaining customers. 

BREC is also evaluating shuttering power plants as part of its response to losing 
loads. Closing plants could reduce costs, reduce market exposure and mitigate 
the financial impact on remaining customers. BREC might also temper the 
burdens of cost reallocation if it can remarket some or all of the generation output 
that had been sold to the smelters. However, market or contract demand and 
prices would need to be sufficient to recoup costs that Century has borne. 

Based on historical market sales and Century’s share of purchases, we believe 
that market sales could transform the utility into a principally merchant generator 
that faces the risks inherent in being subject to market demand and prices. The 
smelters’ large share of energy sales could make it difficult to resell so much of 
the utility’s generating capability. In addition, the utility’s very high dependence 
on coal units might also constrain market sales opportunities. Coal accounts for 
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close to 90% of its power sales and coal units are not as economical as gas-fired 
resources that are benefitting from the fuel’s low prices. 

BREC sells electricity to the smelters under contracts at prices that are about 
30% above the 3.3 cents it earned from sales of surplus energy in wholesale 
markets in 201 I. BREC sold 3 million MWH of surplus wholesale power into the 
market for $100.4 million in 201 1. 

Coal resources also expose the utility to potentially higher production costs as 
EPAs regulation of power plant emissions progresses. A recent appellate 
decision that vacated the EPAs Cross-State Air Pollution rule could provide the 
utility with at least a temporary reprieve from emissions-related capital spending 
while the EPA revisits its rules. 

The utility reported $794 million of debt as of June, 30, 2012. Debt consisted of 
RUS loans and the Ohio County bonds. Big Rivers closed a $537 million loan 
with CoBank ACB and National Rural Utilities Cooperative Finance Corp. in July. 
In addition to replenishing $35 million of transition reserve funds, proceeds 
restructured a portion of the utility’s RUS borrowing to eliminate some of the 
spikes in debt service requirements. 

The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of 
principal in 201 0. In 201 1, it was required to repay $7.3 million of principal, but 
also used $35 million of transition reserve monies to accelerate principal 
reduction. The utility replenished the transition reserve in 201 2 with proceeds of 
July’s borrowing from CoBank and National Rural Utilities. Loan proceeds also 
facilitiated debt restructuring that reduced 201 2’s $72. I million scheduled 
maturity to $12.1 million, with the remaining $60 million to be amortized in later 
years. However, 201 3’s maturity remains at $79.3 million, that will likely need to 
be restructured. The utility forecasts about $22 million of 2014 and 201 5 
principal payments. 

Ohio County sold bonds for the benefit of Big Rivers, which used bond proceeds 
to refund auction rate securities. We understand that the financing structure 
obligates the utility to unconditionally pay the county’s bonds’ debt service. Big 
Rivers issued a note to the county that provides it with a security interest in Big 
Rivers’ assets under its mortgage indenture. The county’s bonds’ security interest 
is on par with the utility’s senior-secured debt. 

Debt service coverage of I .45x in 201 0 and 1 .65~ in 201 1 was strong for a 
cooperative utility. We believe strong excess coverage margins provide a 
cushion against the potential for revenue stream variability. 

The strength of 201 1’s coverage ratio partially reflects the year’s very low 
scheduled principal payment of $7.3 million. The ratio was calculated using 
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scheduled debt service in the denominator, compared to the $46 million of 
principal the utility elected to repay. 

The utility maintains $152.6 million of reserves that it uses as for rate stabilization 
to reduce rates. Because it already projects depleting these reserves by the first 
quarter of 2018 under a steady-state scenario, we do not view these reserves as 
adding value under a scenario in which the smelters receive rate concessions or 
close. 

Outlook 

The negative outlook reflects our view that the utility’s largest customer’s 
decision to close facilities after failing to win rate concessions could degrade 
BREC’s financial performance and credit quality. Although the utility plans to file 
for rate relief, we view rate cases as presenting uncertainty vis-a-vis the extent 
and timeliness of rate relief. We will monitor the progress of the rate case to 
assess whether further rating action is appropriate. The customer’s notice could 
also expose the utility to the vicissitudes of merchant markets and creates the 
potential for substantial cost shifting to remaining customers, who might resist 
such efforts or find that reallocated costs are too onerous to absorb. If these 
risks, whether in isolation or combination, weaken BREC’s business risk profile 
and erode financial metrics, including the strong debt service coverage that 
compensated for business risks in recent years, the ratings could be 
downgraded. 
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Billie Richert 

From: Bodek, David <david-bodek@standardandpoors.com> 
Sent: 
ro: Billie Richert 
Subject: 

Thursday, August 30,2012 12141 PM 

Smelters threatening to close without rate concessions 20120725 

Century, Big Rivers make their cases to public 

By Joy Campbell, Messenger-Inquirer, Owensboro, Ky. 

McClatchy-Tribune Regional News 

1,647 words 

25 July 2012 

Messenger-Inquirer (MCT) 

KRTOW 

English 

Distributed by McClatchy - Tribune Information Services 

July 25-Century Aluminum employees are fighting for their jabs, writing letters and contacting local, state and national 

leaders about the stalemate between their employer and Big Rivers Electric Corp. in negotiating a new electric rate plan. 

Century officials have told employees that without a better power rate, the plant will shut down. 

Big Rivers Electric also is making its case to the public with its concerns that other residential and industrial ratepayers will 

have to pay significantly higher monthly utility bills if the company gives Century what it's asking for. Residential 

customers would pay about $1,000 more per year, the company said. 

In the past week, lots of finger-pointing has taken place. Each party is trying to get its message out to the public through 

letters and ads in area newspapers, and other venues. 

Century provides 771 direct jobs in Hawesville, according to information from the company. 

Century has met with the Lewisport City Council, Hancock Fiscal Court and the Hancock Industrial Foundation and plans 

other meetings, public officials said Tuesday. 

"We, as a region, have a whole lot at stake," Nick Brake, president and CEO of the Greater Owensboro Economic 

Development Corporation, said about the negotiations. 

Brake said the Owensboro EDC has been working closely with the Hancock County Industrial Foundation on these issues 

"at various levels for more than a year." 
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Northwest Kentucky has two of the nine aluminum smelters in the U.S., and that is a big contributor to the state being one 

of the top automobile-producing states, he said. A lot of aluminum goes into vehicles. 

"Rising power and falling aluminum prices have put Century at the point of terminating its business in Hawesville, 

according to its officials," Brake said. "They have said they are noncompetititve." 

Owensboro residents hold about 300 of the 771 Century jobs, he said. 

"It's a complex situation, and there is not an easy answer that is a win-win," Brake said. "What's the cost to the region to 

keep the plant? Is it a cost we are willing to assume? What is the cost of letting it go? I've heard different scenarios of 

which one costs more. Either way, more cost to ratepayers is inevitable." 

No-win scenarios so far 

Those rate increases during a still-recovering economy "would be devastating to our customers, and we believe it's an 

unreasonable amount for them to pay," said Mark Bailey, president and CEO of Big Rivers Electric. 

"First of all, we don't want to see any of our customers shut down," Littrel said. "If Century did shut down, we have 

estimated that average residential rates would go up about 19 to 20 percent. That's a big difference." 

Littrel admitted that Century's closing could impact other companies, including Alcan. But Alcan officials have not said it 

would close without the concessions, he said. 

Century officials said without Big Rivers providing fair, short-term rate relief, the utility is guaranteeing a $1 10 million rate 

increase for its customers and the loss of hundreds of jobs. 

On Tuesday, each party still had differing views on how negotiations were or were not proceeding. 

"Mr. Bailey's public statements have been inconsistent with the facts," John Hoerner, vice president of North American 

Operations for Century Aluminum, said in an email statement. "Century has been willing to negotiate a fair power rate 

since Day One. To date, Big Rivers management has not returned to the negotiating table to work toward a solution. 
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Unfortunately, power rates are going to increase, but by working together to seek a reasonable compromise, Century 

Aluminum and Big Rivers can reduce that rate increase and save the smelter from closure. A reasonable compromise will 

also prevent the loss of hundreds of good jobs. If a solution is not reached, the outcome will be skyrocketing electric rates 

for families and businesses in the region as well as catastrophic job losses." 

Littrel said Big Rivers was not aware negotiations had ceased until a reporter called him Thursday. 

"We've continued to work with Century and have been waiting for them to call," Littrel said. "We had a talk this afternoon 

(Tuesday), and it's the first contact since June 24. We found out today that they are willing to continue talks. It's 

frustrating. We never walked away. Unfortunately, they were requiring more financial assistance than Big Rivers' 

customers can afford.'' 

Both Big Rivers and Century confirmed that the last offer from Big Rivers was $27 million on June 24. Littrel said that was 

for the short term. Additionally, they would receive $34 million over the next 12 years. The smelters declined that offer. 

Rio Tinto Alcan is a part of the negotiations, Littrel said Big Rivers would not want to give concessions to Century without 

offering them to Alcan as well. 

Information supplied by Century indicates the company made it clear its representatives were willing to negotiate down 

from its $62 million request for relief. 

Big Rivers also offered both smelters the opportunity to get power from the open market, but they declined, Littrel said. 

"Yet, Century is talking about how much cheaper open market prices are," he said. "Open market rates are down, so 

naturally, they want out of their contract. I understand that." 

Buying on the open market means dealing with wide price fluctuations, he said. In 2009, when Century negotiated its 

current contract, the company wanted off the open market because of those rate uncertainties. 

In 2009, Century negotiated and agreed to a contract with a long-term, climbing rate. The 2012 rate is $52 per megawatt 

hour. But Littrel said each year the company has paid less than the agreed-to rate. This year it is paying $48 to $49 per 

megawatt hour. 

Big Rivers has proposed a reduction of $3.73 per megawatt hour or a rate of about $45.60 for the first year, and the rate 

would go even higher in later years, according to Century. 

Century interpreted Big Rivers' communication that it had "no solution for how to close the gap," as the utility's refusal to 

negotiate. 

3 
Case No. 2012-00492 

Attachment for Response to KIUC 1-9 
Witness: Billie J. Richert 

Page 442 of 458 



Similar community strife is unfolding in Ravenswood, W.Va., where Century is trying to reopen a smelter it shuttered in 

2009. About 650 workers lost their jobs then. 

Zentury discontinued health care coverage for its Ravensvood plant retirees in 2010, but a deal was reached in March of 

this year that would give back some of the benefits, according to a June 10 story in the Parkersburg News and Sentinel. 

Reopening the plant is stalled. Century's power provider in Ravenswood, Appalachian Power Co., has said that the 

special rate is too risky for its thousands of customers across West Virginia. Century has asked the West Virginia Public 

Service Commission to approve a special rate. 

Appalachian Power Co. said in the News and Sentinel story that it supports the reopening of the Ravenswood plant, but 

the cost would be too high for its customers. 

West Virginia lawmakers also have passed tax incentive legislation using coal severance funds, Brake said. 

"That's something we tried to get traction on with the last legislative session," he said. 

Community wants settlement 

Lewisport Mayor Chad Gregory said three Century representatives gave a presentation to the city council Thursday night 

that showed how the increase in utility rates along with cheap aluminum prices are affecting them on both sides of the 

ledger. 

"Overall, they presented their case and approached us for support and understanding," Gregory said. "We support both 

Century and Big Rivers and want them to reach a decision that will benefit both sides." 

Lewisport City Councilwoman Mary Ella Rummage said she appreciated the Century group taking the time to share 

information. "I see it as two businesses trying to negotiate, and they're not quite on the same step," Rummage said. 

Rummage said it reminded her a little bit of a family story involving men working with two mules to clear timber from the 

woods. 

"Sometimes they worked together, and sometimes they didn't," she said. "Hopefully, these two (businesses) will get back 

to working together." 

Councilwoman Shirley Hays said she hopes both parties can come to terms. "It will have a big impact on our community if 

they don't get things straightened out." 
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Century Aluminum Company, which trades as CENX on NASDAQ, reported a net loss of $12.3 million for the second 

quarter of 2012. The results were released Tuesday. For the first half of 2012, the company reported a net lass of $16.7 

million, More information about the Monterey, Ca.-based company may be found online at: www.centuryaluminum.com. 

Big Rivers is a not-for-profit utility company with 112,000 customers through its three distribution cooperatives -- Kenergy 

in Henderson; Meade County Rural Electric in Brandenburg; and Jackson Purchase in Paducah. More information is 

available at: www.bigrivers.com 

Joy Campbell, 691 -7299, jcampbell@messenger-inquirer.com 
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From: 
Sent: 

Subject: 
ro: 

Sodek, David Cdavid-bodek@standardandpoors.com> 
Thursday, August 30,2012 353 PM 
Billie Richert 
RE: Update 

It will probably be released tomorrow morning after going through a number of quality checks. I will let you know as soon 
as it has been released. 

David Sodek 
Director 
Standard & Poor’s Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 21 54 
david bodek@standardandpoors.com 

--..- - - ~ - . ~ ~ ~ - _ . ~ . - - _ _ - , ~ ” - .  ””.,-- ”-“...-*”...-..“- -,.. .--- 
From: Billie Richert [mailto:BiIlie.Richert@bigrivers.com] 
Sent: Thursday, August 30, 2012 4:47 PM 
To: Bodek, David 
Subjee Update 

David, 
Will you release your report today? 

Thanks. 

!€Me Rjcliert, CPg, cwP 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

_I x ~ - ~ . - - _ _ _ ~ I _ ~ _ _ _ I ~  I_....-__-I--_ l.“”“*-” ___I____ ~-.,”-”-”.----”.-- 

The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied. It may contain material of 
confidential andlor private nature. Any review. retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or 
entities other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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The information contained in this transmission is intended only for the person or entity to which it is directly addressed or copied It may contain material of 
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entiies other than the intended recipient is not allowed. If you receive this message and the information contained therein by error, please contact the sender and 
delete the material from yourlany storage medium. 
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The information contained in this message is intended only for the recipient. and may be a confidential attorney-client coinmunication or may otheiwise be 
privileged and confidential arid protected from disclosure. If the reader of this message is not the intended recipient or an employee or agent responsible for' 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly prohibited. If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your computer The McGraw-Hill Companies, 
Inc. reserves the right, subject to applicable local law. to monitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of the message. By sending electronic message or infonnation to McGraw-Hill e-mail 
addresses you, as the sender, are consenting to McGraw-Hill processing any of your personal data therein. 
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From: Bodek, David cdavid-bodek@standardandpoors.com> 
Sent: 
To: Billie Richert 
Subject: 
Attachments: 

Friday, August 31, 2012 11:33 AM 

S&P Rating Report - Big Rivers Electric 
S&P Rating Report - BREC - 20120831.pdf 

David Bodek 
Director 
Standard & Poor's Ratings Services 
55 Water Street 
New York, NY 10041 
(v) 212 438 7969 
(f) 212 438 2154 
david bodek@standardandpoors.com 

Ps-.p,--.-'=.m - 
The information contained in this message is intended only for the recipient, and may be a confidential attorney-client coininunication or may otherwise be 
privileged and confidential and protected from disclosure If the reader of this message is not the intended recipient. of an employee or agent responsible for 
delivering this message to the intended recipient, please be aware that any dissemination or copying of this corilmunication is strictly prohibited If you have 
received this communication in error, please immediately notify us by replying to the message and deleting it from your conipuler. The McGraw-Hill Companies, 
Inc reserves the right, subject to applicable local law, to monitor, review and process the content of any electronic message or information sent to or from 
McGraw-Hill e-mail addresses without informing the sender or recipient of Ihe message By sending eleclronic message or infortnation to McGraw-Hill e-inail 
addresses you as the sender. are consenting to McGraw-Hill processing any of your personal data therein 
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Big Rivers Electric Corp., entueky 
Ohio County; Rural Electric Coop 

Rationale 

Standard & Poor's Ratings Services has revised its outlook on Big Rivers Electric Corp., Ky~, (BREC) and Ohio County, 
Ky.3 $83.3 million pollution control rehding revenue bonds, series 2010A (Big Rivers Electric Corp. Project) issued 
for Big Rivers' benefit to negative from stable. At the same time, Standard & Poor's affirmed its 'BBB.2 issuer credit 
rating on the cooperative and the issue-level rating on the Ohio County bonds. 

The outlook revision reflects our concerns about the strength and stability of the utility's revenue stream following its 
leading customer's issuance of a 12-month notice to terminate its power contract with BREC. The notice covers 
Century Aluminum Co.'s (B/Stable/--) Hawesville, Ky*, smelter. During the 12 months, Century is required to pay a 
base energy charge that covers its share of Big Rivers' fixed and variable costs. If it does not operate the plant during 
the notice period, it must still pay its share of fxed costs. BFEC has accepted the termination notice. 

Before sending its termination notice, Century claimed that its Hawesville smelting facilities require significant electric 
rate concessions to remain viable. Although the smelting plant has been operating at levels that exceeded its threshold 
electric contract requirements, the company cited sharp declines in aluminum prices and BREC's electric rates as 
factors that are degrading its Hawesville facilities' profitability. The utility did not accept the requested concessions, 
because its nonsmelter customers would have to bear the $1 10 millian in concessions Century sought for itself and the 
utility's other smelter customer, Rio Tinto Alcan Inc. (Alcan; A-/Stable/A-2). That smelter is not projecting closing its 
Sebree facilities in BREC's service territory. 

Century and Alcan represented twa,-thirds of BREC's 201 1 megawatt-hour (MWh) sales to members, excluding 
nonmember sales, and about half of energy sales to members and nonmembers. Century accounted for about 30% of 
the utility's 20 1 1 operating revenues and Alcan, 24%. About 80% of BREC's 20 1 1 electric sales were to members and it 
sold the balance of its output principally in competitive wholesale markets. We view the pending loss of Century as 
having the potential to convert substantial amounts of the utility's generation capacity into surplus. Also, the departure 
could shift to BREC's remaining customers costs that Century historically paid. 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that produces and procures electricity 
for sale to three distribution cooperative members and their 1 12,900 retail customers. One member, Kenergy Corp., 
serves the two smelters. In 2011, Kenergy's 9.4 million MWh sales were 8x greater than the sum of the other twa 
members' MWh sales. About 86% of Kenergy's 20 1 1 MWh sales were to industrial customers. Nearly three-quarters of 
its sales were to the two smelters. They accounted for more than 70% of the company's operating revenues. BREC's 
other member distribution cooperatives--Jackson Purchase Energy and Meade County Rural EIectric 
Cooperative-principally serve residential customers. 

The smeIters entered into take-or-pay power contracts with Kenergy. However, the contracts allow the smelters to 
terminate their obIigations to the distribution utility and BREC without penalty if they provide one,-year's notice and 
cease operations. 

BREC plans to Ne for rate relief to compensate for Century's loss. The rate filing will request that the Kentucky Public 
Service Commission (KPSC) reallocate costs historically borne by Century to BREC's remaining customers by raising 
their rates. We view the service area's composition as potentially frustrating the ability to reallocate costs. We believe 
that Alcan might resist efforts to have it absorb costs its competitor previously covered. Also, many of the counties 
that BREC serves have income levels that are 20%-30% below the national median household effective buying income, 
which could hinder the reallocation of Century costs to residential customers. In addition, because the KPSC must 
approve the request for rate adjustments, the utility and its member distribution cooperatives are distinguishable from 
many other cooperative utilities that have autonomous ratemaking authority. Because the cooperative and its 
members are regulated, it is uncertain whether the rate relief request that BREC is planning will be approved in full or 
in part. 

During rate negotiations between BREC and Century, the utility reported that applying the smelter's requested rate 
concessions to both smelters to maintain parity would have meant raising the system's residential customers' rates 
about 37% and its industrial customers' rates about 56%. It now expects to seek more modest rate increases that 
reflect the reallocation of Century's costs to remaining customers. 

BREC is also evaluating idling power plants as part of its response to losing loads. Closing plants could reduce costs, 
reduce market exposure and mitigate the financial impact on remaining customers. The utility might also temper the 
burdens of cost reallocation if it can remarket some or all of the generation output that had been sold to the smelters. 
However, market or contract demand and prices would need to be sufficient to recoup Century's share of costs or 
mitigate the loss of the company's contribution to cost recovery. 

Based on historical market sales and Century's share of purchases, we believe that, market sales could transform the 
utility into a principally merchant generator that faces the risks inherent in being subject to market demand and prices. 
The smelters' large share of energy sales could make it difficult to resell so much of the utility's generating capability. 
In addition, the utility's very high dependence on coal units might also constrain market sales opportunities. Coal 
accounts for close to 90% of its power sales and coal units are not as economical as gas-fired resources that are 
benefitting from the fuel's low prices. 

BREC sells electricity to the smelters under contracts at prices that are about 30% above the 3.3 cents it earned from 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

sales of surplus energy in wholesale markets in 20 11. It sold 3 million MWh of surplus wholesale power into the 
market for $100.4 million in 201 1. 

Coal resources also expose the utility to potentially higher production costs as Environmental Protection Agency 
(EPA) regulation of power plant emissions progresses. A recent appellate decision that vacated the EPA's Cross-%ate 
Air Pollution rule could provide the utility with at least a temporary reprieve from emissions-related capital spending 
while the EPA revisits its rules. 

The utility reported $794 million of debt as of June 30,2012. Debt consisted of Rural Utilities Service loans and the 
Ohio County bonds. Big Rivers closed a $537 million loan with CoBank ACB and National Rural Utilities Cooperative 
Finance Corp. in July" In addition to replenishing $35 million of transition reserve funds, proceeds restructured a 
portion of the utility's RUS borrowing to eliminate some of the spikes in debt service requirements. 

The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in 2010. In 201 1, it was 
required to repay $7.3 million of principal, but also used $35 million of transition reserve monies to accelerate principal 
reduction. The utility replenished the transition reserve in 20 12 with proceeds of July's borrowing from CoBank and 
National Rural Utilities. Loan proceeds also facilitated debt restructuring that reduced 2012's $72.1 million scheduled 
maturity to $12.1 million, with the remaining $60 million to be amortized in later years. However, 2013's maturity 
remains at $79.3 million, and that will likely need to be restructured. The utility forecasts about $22 million of 2014 and 
20 15 principal payments. 

Ohia County sold bonds for the benefit of BREC, which used bond proceeds to refund auction rate securities. We 
understand that the financing structure obligates the utility to unconditionally pay the county's bonds' debt service. Big 
Rivers issued a note to the county that provides it with a security interest in the utility's assets under its mortgage 
indenture. The county's bonds' security interest is on par with the utility's senior-secured debt. 

Debt service coverage of 1 . 4 5 ~  in 2010 and 1 . 6 5 ~  in 201 1 was strong for a cooperative utility, in our opinion. We 
believe strong excess coverage margins provide a cushion against the potential for revenue stream variability. 

The strength of 201 1's coverage ratio partially reflects the year's very low scheduled principal payment of $7.3 million. 
We calculated the ratio using scheduled debt service in the denominator, compared to the $46 million of principal the 
utility elected to repay. 

The utility maintains $152.6 million of reserves that it uses for rate stabilization to reduce rates. Because it already 
projects depleting these reserves by the first quarter of 2018 under a steady-state scenario, we do not view these 
reserves as adding value under a scenario in which the smelters receive rate concessions or close. 

Outlook 

The negative outlook reflects our view that the largest customer's decision to close facilities after failing to win rate 
concessions could degrade BREC's financial performance and credit quality during our two-year outlook horizon. 
Although the utility plans to file for rate relief, we view rate cases as presenting uncertainty vis-a-vis the extent and 
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Summary: Big Rivers Electric Corp., Kentucky Ohio County; Rural Electric Coop 

timeliness of rate relief. We will monitor the progress of the rate case to assess whether filrther rating action is 
appropriate. The customer's notice could also expose the utility to the vicissitudes of merchant markets and creates 
the potential for substantial cost shifting to remaining customers, who might resist such efforts or find that reallocated 
costs are too onerous to absorb. If these risks, whether in isolation or combination, weaken BREC's business risk 
profile and erode financial metrics, including the strong debt service coverage that compensated for business risks in 
recent years, we could lower the ratings. We do not expect to raise the ratings during our outlook period. 

Related Criteria And Research 

USPF Criteria: Applying Key Rating Factors To US. Cooperative Utilities, Nov. 21, 2007 

Complete ratings information is available to subscribers of RatingsDirect on the GlabaI Credit Portal at 
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public Web 
site at www.standardandpoors.com. Use the Ratings search box located in the left column. 
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From: Billie Richert 
Sent: Monday, November 19,2012 5125 PM 
To: david-bodek@standardandpoors.com 
cc: Ralph Ashworth; Nicholas R. Castlen 
Subject: 2012 Third Quarter Financial Report 
Attachments: Third Quarter Financial Report.pdf 

David, 

Attached is our condensed Third Quarter Financial Report. Please let me know if there are questions. 

Thanks. 

Billie 
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Your Touchstone Energy* Cooperative 6%; 

2012 Third Quarter Financial Report 

Unaudited, in RUS format 
(absent normal GAAP reclassifications) 

Date Prepared: November 13,2012 
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BIG RIVERS ELECTRIC CORPORATION 
Balance Sheet 
In Thousands $ 

September 30, September 30, 
201 1 

~ 

ASSETS 2012 

TOTAL lJllLITY PLANT IN SERVICE 
CONSTRUCTION WORK IN PROGRESS 
TOTAL UTILITY PLANT 
ACClJM PROVISION FOR DEPR & AMORT 

NET UTILITY PLANT 

INVEST IN ASSOC ORG PATRONAGE CAPITAL 
INVEST IN ASSOC ORG OTHER GENERAL FUNDS 
OTHER INVESTMENTS 
SPECIAL FUNDS 

TOTAL OTHER PROPERTY AND INVESTMENTS 

CASH - GENERAL FUNDS 
SPECIAL DEPOSITS 
TEMPORARY INVESTMENTS 
ACCOUNTS RECEIVABLE - SALES OF ENERGY 
ACCOUNTS RECEIVABLE - OTHER NET 
FUEL STOCK 

PREPAYMENTS 
OTHER CURRENT & ACCRUED ASSETS 

TOTAL CURRENT & ACCRUED ASSETS 

lJNMORT DEBT DISC 8 EXlRAORD PROP LOSS 
OTHERDEFERREDDEBITS 

MATERIALS & SUPPLIES - OTHER 

TOTAL ASSETS AND OTHER DEBITS 

EQUITIES AND LIABILITIES 

OPERATING MARGINS - PRIOR YEAR 
OPERATING MARGINS - CURRENTYEAR 
NONOPERATING MARGINS -PRIOR YEAR 
NONOPERATlNG MARGINS - CURRENT YEAR 
OTHER MARGINS & EQUITIES 

TOTAL MARGINS & EQUITIES 

LONGERM DEBT- RUS 
LONG-TERM DEBT- OTHER 

TOTAL LONG-TERM DEBT 

ACCOlJNTS PAYABLE 
TAXES ACCRUED 
INTEREST ACCRUED 
OTHER ClJRRENT & ACCRUED LIABILITIES 

TOTAL CURRENT & ACCRUED LIABILITIES 

DEFERREDCREDITS 
OPERATINGRESERVES 

TOTAL LIABILITIES AND OTHER CREDITS 

1,997,625 
44,936 

2,042,561 
(955.855) 

1,086,706 

3,681 
43,841 

15 
184,966 

232,503 

5 
598 

113,244 
42,902 
1,221 
32,353 
26.017 
1,549 
713 

218,602 

3,983 
2,988 

1,544,782 

(241,898) 
7,722 

638,998 
403 

C7J-79) 

397,946 

208,479 
720,480 

928,959 

27,000 
824 

3,812 
8,292 

39,928 

152,737 
25,212 

1,544,782 

1,964,817 
54,555 

2.01 9,372 
(933,802) 

1,085,570 

3,645 
685 
15 

168,181 

172,526 

6 
573 

77,683 
45,456 
(2,102) 
27,134 
24,662 
1,302 
634 

175,348 

2,106 
1,798 

1,437,348 

(247,339) 
8,757 

638,838 
141 

(4.923) 

395,474 

657,620 
142,100 

799,720 

28,980 
671 

9,519 
8,320 

47,490 

173,685 
20,979 

1,437,348 

FINANCIAL HIGHLIGHTS 

ELECTRIC PLANT IN SERVICE increased $32.8 million to $2.0 billion as of September 30, 2012. 
This increase resulted from construction projects to maintain generation, transmission and 
communication capabilities 

TEMPORARY INVESTMENTS increased $35.6111 primarily due to the borrowing that took place 
this year l o  fund construction projects, partially omet by a higher fuel inwntoty this year and 
construction projects. 

SPECIAL FUNDS increased $16.8m as of September 30, 2012. This increased resulted from 
replenishing the transition msene, partially oRet by the use of the resene funds sei up for 
non-smelter member rate mitigation. 

LONG-TERM DEBTincreased $129.2 million as of September 30,2012. primarily due to borrowing 
for capital projects and replenish the $35.0 million transition resew formerty used to prspay RUS debt. 

DEFERRED CREDITS decreased $20 9 million as of September 30, 2012, primarily due to the 
use of the resene funds set up for non-smelter member rate mitigation. 

Case No. 2012-00492 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Operations 
In Thousands $ 

3 

Three Months 
Ended September 30, 

201 2 201 1 

FINANCIAL HIGHLIGHTS 

SALES TO MEMBERS increased 446,265 MWh to 8,053,207 MWh for the nine-month period ended September 30, 2012. 
Member sales rewnue increased $52.7 million, or 18.0%, to $391.4 million for the nine-month period ended 
September 30, 2012, compared to $338.8 million in 2011, drien by higher sales to the aluminum smelters and the increase 
in member rates that took effect on September 1, 2011. 

SALES TO NON-MEMBERS decreased 1,454,096 MWh to 971,890 MWh for the nine-month period ended September 30, 
2012. 'This decrease, along with a 17.1% decline in price, caused non-member electric sales reenue to decrease 
66.8%, to $27.8 million, for the nine-month period ended September 30, 2012 compared to $83.6 million for 2011 

PURCHASED POWER expense increased $6.5 million, or 22.3% to $35.3 million for the nine-month period ended 
September 30, 2012, compared to 2011. This was due to a 41.4% increase in MWh purchased, partially offset by a 13.5% 
decrease in the amage cost of purchased power resulting from a reduction in the market price of electricity. 

FUEL expense decreased $10.4 million, or 5.3%, to $184.7 million for the nine-month period ended September 30, 2012 
compared to 2011. The decreased he1 expense was primarily driwn by lower generation as the sofler power market 
drow economic purchases. 

Nine Months 
Ended September 30, 

2012 201 1 

ELECTRIC ENERGY REVENUES 
OTHER OPERATING REVENUE AND INCOME 

TOTAL OPER REVENUES & PATRONAGE CAPITAL 

OPERATION EXPENSE-PRODIJCTION-EXCL FUEL 
OPERATION EXPENSE-PRODUCTION-FUEL 
OPERATION EXPENSE-OTHER POWER SUPPLY 
OPERATION EXPENSE-TRANSMISSION 
OPERATION EXPENSE-RTOIISO 
CONSUMER SERVICE & INFORMATIONAL EXPENSE 
OPERATION EXf'ENSE-SALES 
OPERATION EXPENSE-ADMINISTRATIVE & GENERAL 

TOTAL OPERATION EXPENSE 

MAINTENANCE EXPENSE-PRODUCTION 
MAINTENANCE EXPENSE-TRANSMISSION 
MAINTENANCE EXPENSE-GENERAL PLANT 

TOTAL MAINTENANCE EXPENSE 

DEPRECIATION & AMORTIZATION EXPENSE 
TAXES 
INTEREST ON LONG-TERM DEBT 
INTEREST CHARGED TO CONSTRUCTION-CREDIT 
OTHER INTEREST EXPENSE 
OTHER DEDlJCTlONS 

TOTAL COST OF ELECTRIC SERVICE 

OPERATING MARGINS 

INTEREST INCOME 

OTHER CAPITAL CREDITS & PAT DIVIDENDS 
OTHER NON-OPERATING INCOME - NET 

145,471 148,770 
1,450 648 

-.__ 

146,921 149,41 a 

12,555 12,779 
58,943 58,925 
26,106 28,160 
2,384 2,273 
438 565 
1 92 155 
81 106 

6,585 6,303 

107,284 109,266 

-- 

10,446 10,253 

35 35 
1,402 I ,208 

422,321 419,183 
3,859 2,168 

423,042 424,489 

36,392 37,001 
165,833 173,107 
84,281 83,179 
7,363 6,920 

391 345 
102 129 

1,663 I ,832 

20,378 19,980 

316,403 322,493 

30,872 29,182 

128 93 
3,736 3,348 

11,883 

10,488 

(193) 

0 
11,235 

55 
64 

140,816 

6,105 

372 
0 
14 

11,496 

9,060 
0 

11,454 

1 
42 

141,244 

(75) 

a, 174 

(1) 
a 

22 

34,736 

30,852 

(578) 

I 87 

415,378 

4 
33,719 

55 

7,664 

403 
0 
59 

32,623 

26,374 

34,450 

60 

128 

(450) 

I 58 

415,836 

8,653 

a 
132 

105 

NET PATRONAGE CAPITAL OR MARGINS 6,491 8,203 8,126 8,898 

1 Gase NO. Z 12-00492 
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BIG RIVERS ELECTRIC CORPORATION 
Statement of Cash Flows 
For The Quarter Ended September 30, 2012 
In Thousands $ 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net margin 
Adjustments to reconcile net margin to net cash prodded by 

operating acti\ities: 
Depreciation and amortization 
Interest compounded - RUS Series B Note 
Interest cornpounded - RUS Series A Note 
Noncash Member Rate Mitigation Rewnue 
Changes in certain assets and liabilities: 
Accounts receivable 
lnwntories 
Prepaid expenses 
Deferred charges 
Accounts payable 
Accrued expenses 
Other - Net 

Net cash pmwded by operating actiMes 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Capital expenditures - net 
Proceeds from Restricted Inwstments and Other Deposits 

Purchase of Restricted Inwstments and Other Deposits and 
and Inwstments 

inwstments 

Net cash used in inwsting actidties 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Principal payments on long-term obligations 
Proceeds from long-term obligations 
Principal payments on short-term notes payable 
Debt Issuance Cost 
Payments on obligations under long-term lease 

Net cash used in financing actikities 

Three Months Ended September 30, 
201 1 - 201 2 - 

6,490 8,203 

10,697 9,617 
1,846 1,747 

0 0 
(5,504) (4,973) 

(1,245) (3,782) 

1,089 1,339 
11 29 

3,991 2,069 

162 

10,118 

3,352 (3,088) 

(7,538) (1,205) 
-~ 837 

14,026 --- 

(6,850) (1 0,488) 
(38,118) 4,920 

(35,002) 21 

-- (79,970) (5,547) 

(446,621) (3,325) 
580,156 0 

0 0 
(2,000) 0 

0 0 

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 65,591 1,246 

47,659 76,443 CASH AND CASH EQUIVALENTS - Beginning ".- 

CASH AND CASH EQUIVALENTS - Ending 

SUPPLEMENTAL CASH FLOW INFORMATION: 
Cash paid for interest 

113,250 77,689 

15,439 10,379 

Cash paid in taxes 0 0 

4 

Nine Months Ended September 30, 
201 1 - 2012 - 

8,126 8,898 

32,164 27,936 
5,420 5,112 
7,596 8,397 

(17,485) (1 3,793) 

(776) 1,158 
821 8,750 

3,190 2,461 
68 94 

(3,325) (2,318) 
(7,351) (3,251 
3,089 1,284 

31.537 44.728 

- 

(27,955) (22,617) 
(27,725) 51,561 

(35,002) 21 

(90,682) 28,965 

(450,611) (30,784) 
580,156 0 

0 (10,000) 
(2,000) 0 

0 0 

127.545 140.784) 

68,400 32,909 

44,780 44,850 

113,250 77,689 

".-- 

26,625 22,379 

0 130 
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IG RIVERS LECTRIC CORPORATION 
FOR APPROVAL TO ISSUE EVIDENCES OF IN TEDNESS 

CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated December 19,2012 

January 3,2013 

Item 10) 
Exhibit 13 of BREC’s Application. If the Disclosure Package is not 
completed at the time of these Data Requests please provide it at 
earliest opportunity. 

Provide a copy of the ‘cDisclosure Package” referenced in 

Response) Rig Rivers does not yet have a draft of the “Disclosure Package,” 
which will be comprised of the Preliminary Offering Statement and the Pricing 
Supplement. Big Rivers does not expect to have a draft of the Disclosure Package 
before the conclusion of this matter. 

Witness) Billie J .  Richert 

Case No. 2012-00492 
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S ELECTRIC CO PORATIQN 
APPROVAL TO ISSUE EVIDENCES OF ~ N ~ E ~ T E ~ N E S S  

CASE NO. 2012-00492 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated December 19,2012 

January 3,2013 

Item 11) Provide a copy of all studies, analyses, and correspondence 
that considered or addressed various financing alternatives, including 
the alternative selected and presented in this proceeding. 

Response) Please refer to attachments provided in Big Rivers’ responses to 
Items 3, 7 and 8 of the KITJC information request. In addition please refer to 
attached copies of internal correspondence within Big Rivers supporting cost 
savings in interest expense of approximately $25 million ($64,569,750 less 
$39,703,200) over an  18 year period when comparing level debt service 
(alternative selected) with that  of an  18 year bullet payment using a 6% interest 

rate. 

itness) Billie J. Richert 

Case No. 2012-00492 
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Billie Richert 

From: Travis Siewert 
Sent: 
To: Billie Richert; Ralph Ashworth 
Subject: 
~ ~ ~ c ~ ~ e f l t ~ :  

Tuesday, October 30,2012 8:06 AM 

RE: Principal payments on $58.8 refunding 
PC Bond Refi 201 3.xlsx 

Billie, 

The attached file shows the $58.8 million PC Bond using level debt service (given the principal payment schedule you 
provided) vs. an 18 year bullet payment. 

I will use level debt service for the Budget/Financial Plan unless I hear otherwise from you. 

Travis Siewert, CPA, C 
Big Rivers Electric 
201 Third Street 
P.O. Box24 
Henderson, KY 4241 9-0024 
(270) 844-6160 

- _ "  

From: Billie Richert 
Sent: Monday, October 29,2012 12:38 PM 

Subject: Principal payments on $58.8 refunding 
o: Travis Siewert; Ralph Ashworth 

Travis, 
Please find attached principal amortization schedule for refunding. When you have time can you do a quick 
recalculation doing a 6% interest rate? And, determine what our interest savings are compared to the bullet payment 
on the maturity date? 

Thanks, 
Billie 

%#e @ched Cm, C3T' 
VP Accounting & Interim CFO 
Big Rivers Electric Corporation 
201 Third Street 
Henderson, KY 42420 

Corporate: (270) 827-2561 
Office Direct: (270) 844-6190 
Mobile: (270) 577-6221 

------.--_..-I .-.- .-I - --_ - ___"ll _-_-- ------I-.--..- - ...-.-------..._ŷ_.X-l ..--".--I a ...---- -.--_--I- 
The information contained in this transmission is intended Only for the person or entity to which it is directly addressed or copied It may contain material of 
confidential andlor private nature. Any WVieW, retransmission, dissemination or other use Of, or taking of any action in reliance upon, this infomation by persons or 
entities other than the intended recipient is not allowed. if  YOU receive this message and the information contained therein by enor, please contact the sender and 
delete the material from yourlany storage medium. 

1 
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$58.8 Million Pollution Control Bond 
Level Debt Service 

6% (Interest Rate 

Beginning Balance 

2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

58,800,000.00 
58,335,000.00 
56,450,000.00 
54,450,000.00 
52,330,000.00 
50,080,000.00 
47,695,000.00 
45,170,000.00 
42,495,000.00 
39,655,000.00 
36,645,000.00 
33,455,000.00 
30,075,000.00 
26,490,000.00 
22,690,000.00 
18,665,000.00 
14,400,000.00 
9,875,000.00 
5,080,000.00 

Principal Interest 

465,000.00 
1,885,000.00 
2,000,000.00 
2,120,000.00 
2,250,000.00 
2,385,000.00 
2,525,000.00 
2,675,000.00 
2,840,000.00 
3,010,000.00 
3,190,000.00 
3,380,000.00 
3,585,000.00 
3,800,000.00 
4,025,000.00 
4,265,000.00 
4,525,000.00 
4,795,000.00 
5,080,000.00 

3,102,825.00 
3,434,125.00 
3,317,000.00 
3,192,800.00 
3,061,050.00 
2,921,325.00 
2,773,325.00 
2,616,575.00 
2,450,300.00 
2,273,950.00 
2,087,050.00 
1,889,000.00 
1,679,025.00 
1,456,400.00 

970,625.00 
705,625.00 
424,675.00 
127,000.00 

i,220,525.~0 

39,703,200.00 

Ending Balance 
58,800,000.00 
58,335,000.00 
56,450,000.00 
54,450,000.00 
52,330,000.00 
50,080,000.00 
47,695,000.00 
45,170,000.00 
42,495,000.00 
39,655,000.00 
36,645,000.00 
33,455,000.00 
30,075,000.00 
26,490,000.00 
22,690,000.00 
18,665,000.00 
14,400,000.00 
9,875,000.00 
5,080,000.00 

0.00 

Case No. 2012-00492 
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$58.8 Million Pollution Control Bond 
18 Year Bullet Payment 1 7 1  Interest Rate 

Beginning Balance 

2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
202 1 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 

58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 

58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 

58,8ao,oo0.00 

Principal Interest 

0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 
0.00 

58,800,000.00 

3,123,750.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
3,528,000.00 
1,470,000.00 

64,569,750.00 

Ending Balance 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 
58,800,000.00 

0.00 

Case No. 2012-00492 
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BIG RIVERS ELECTRIC CORPORATION 
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T F BIG RIVE S ELECTRIC 
ROVAL TO ISSUE EVIDENCES OF IN 

CASE NO. 2012-00492 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request far Information 

Dated December 19,2012 

January 3,2013 

Item 12) 
revenue to replace the loss of the Century wholesale load, as referenced on 
page 7 of BREG’s Application. 

Explain specifically what actions RREC is taking to seek 

Response) As a result of Big Rivers receiving Century’s Notice of Termination 
on August 20, 2012, Big Rivers has begun implementing its Load Concentration 
Mitigation Plan that was submitted under petition for confidential treatment to  
the Commission in Big Rivers’ 2012 Environmental Compliance Plan case, Case 
No. 2012-00063. Please see Big Rivers’ response to KIUC’s Second Request for 
Information, dated June 22, 2012, Item 2-440). Big Rivers has been 
implementing the plan since it received the Century notice. 

Witness) Billie J. Richert 
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CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated December 19,2012 

January 3,2013 

Item 13) 
interest rate on the 2013A Bonds? 

What is BREC’s current estimate or calculation of the likely 

Response) Based upon the most recent discussions with Goldman Sachs, Big 
Rivers’ current estimate of the likely interest rate on the 2013A bonds is 6% or 
higher. After the Century notice of termination there was some trading activity, 
although minimal, for the $83,300,000 Pollution Control Refunding Revenue 
Bonds, Series 2010 A (“Series 2010A Bonds”) indicating a 6% coupon was a 
reasonable expectation for the 2013A Bonds. A recent Wall Street Journal article 
confirms that fixed income, high yield bonds are selling in the range of 6% to 7%. 
As noted in Big Rivers’ application, there are many factors which will impact the 
market’s reception to this bond offering (and a t  what interest rate) and Big Rivers’ 
ability t o  refund the entire $58,800,000. For that reason Big Rivers cannot be 
more specific in its prediction. 

tness) Billie J. Richert 

Case No. 2012-00492 
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VPIPENCES OF 
CASE NO. 2012-00492 

Response to the Kentucky Industria1 Utility Customers’ 
Initial Request for Information 

Dated December 19,2012 

January 3,2013 

Item ‘14) 

through with a refinancing of its 2013A Bonds? 
Is there a maximum interest rate that BEE@ would not go 

Response) An acceptable maximum interest rate cannot be ascertained until the 
market is tested and the likely available interest rate is evaluated based upon 
circumstances at the time. If it is determined by Goldman Sachs, the underwriter 
for this proposed offering, that the 2013A bonds cannot be successfully marketed 
at or around 6%, Big Rivers will perform a comprehensive evaluation of all 
available options, associated risks and cost of these options a t  the time market 
receptivity is confirmed by Goldman Sachs. However, if the rate a t  which the 
2013A bonds can be marketed is high, and the only option available to Big Rivers 
at the time is default on the 1983 Bonds, Big Rivers believes paying a higher 
interest rate is likely to be preferable to a default that  will result in a default of 
Big Rivers’ indenture debt. Each 100 basis point increase in the rate for the 
2013A Bonds would increase Big Rivers’ debt service costs by approximately 
$588,000 per year. 

Witness) Billie J .  Richert 

Case No. 2 ~ 1 2 - ~ 0 4 ~ 2  
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CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated December 19,2012 

January 3,2013 

Item 15) 
refinancing the 20P3A Bonds by June I ,  2013.2 

at would be the financial consequences of BREC not 

Response) If Big Rivers fails to pay the outstanding $58,800,000 bonds on or 
before the June 1,2013 due date, that  would result in a default under the terms of 
the Dexia Note and the 1983 Note. Default under the Dexia Note would become a 
default under Big Rivers’ Indenture which, if not remedied, would result in a 
default on all of Big Rivers’ Indenture debt. While there would be many financial 
consequences to Rig Rivers under those circumstances, Big Rivers’ annual interest 
costs would increase by $4,700,000 under the $235,000,000 secured loan with 
CoBank, and by $6,040,000 under the $302,000,000 secured refinance loan with 
CFC. 

Witness) Billie J. Richert 

Case No. 2012-00492 
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F 
ISSUE EVIDENCES OF INDEBTEDNESS 
CASE NO. 2012-00492 

esponse to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

Dated December 19, 

January 3,2013 

Item 16) 
service agreement: 

I f  Alcan gives notice that it is terminating its retail electric 

a. What effect will such an event have on RRECs ability to 
refinance? 

b. I f  such an event were to occur what is BREC’s estimate or 
calculation of the likely interest rate of the 2013A Bonds? 

esponse) Big Rivers cannot state with certainty what effect a n  Alcan notice of 
termination of its retail electric service agreement would have on Big Rivers’ 
ability t o  refinance, or the likely interest rate at which the 2013A Bonds would 
sell, but would anticipate a negative effect. Immediately after Century Aluminum 
announced its notice of termination for its smelter operations in  Hawesville, KY, 
Big Rivers’ credit rating from one of the three rating agencies was downgraded 
from Baal to Baa2. All three rating agencies placed Big Rivers on negative credit 
watch. The 6% or higher interest rate anticipated for the refunding of these bonds 
is based upon these credit ratings. These credit ratings are currently Baa2, BBB-, 
and BBB-. After the Century notice there was some trading activity, although 
minimal, for the $83,300,000 Pollution Control Refunding Revenue Bonds, Series 
2010 A (“Series 2010A Bonds”) indicating a 6% coupon was a reasonable 
expectation for the 2013A Bonds. 

A Notice of Termination from Alcan would have comparable and 
possibly more negative impact on Big Rivers’ ability to refinance until such time 
as Big Rivers demonstrates its ability to  replace the additional lost revenue 
through a general rate case and mitigation measures. 

Case No. 2012-00492 
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Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 
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January 3,2013 
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CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

ecember 19,2012 

January 3,2013 

Item 17) 
modifications or amendments to any existing agreements or contracts, 
that have been entered into by BREC, or are contemplated to be entered 
into by BREC, related to or in conjunction with BREC’s proposed 
refinancing of its 2013A 

Provide copies of any and all agreements or contracts, or any 

Response) Copies of any and all agreements or contracts, or any modifications or 
amendments to any existing agreements or contracts that  have been entered into 
by Big Rivers, or are contemplated to be entered into by Big Rivers, related to or 
in conjunction with Big Rivers’ proposed refinancing of its 2013A bonds have been 
provided with the Application of Big Rivers Electric Corporation for Approval to  

Issue Evidences of Indebtedness, Case No. 2012-00492 as Exhibits per the Table of 

Contents to Exhibits. 

itness) Billie J. Richert 

Case No. 2012-00492 
esponse to KIUC 1-17 

ichert 
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BEG RIVERS ELECTRIC C RATION 

CASE NO. 2012-00492 

esponse to the Kentucky Industrial Utility Customers’ 
est for Information 
cember 19,2012 

January 3,2013 

Item 18) Provide copies of the most recent ratings letter and 
accompanying discussion of its most current rating from each of the three 
credit rating agencies that have issued a credit rating to 

Response) Please see Exhibit 7 to the Application in this case. 

itness) Billie J. Richert 

Case No. 2012-0 





VERS ELECTRIC COR 

1 
2 
3 

4 
5 
6 
7 
8 

9 
10 

11 
12 
13 
14 

15 
16 

17 
18 
19 

20 

21 
22 

F N 
x 
CASE NO. 2012-00492 

Response to the Kentucky Industrial Utility Customers’ 
Initial Request for Information 

ated December 19,2012 

January 3,2013 

Itern 19) 
prepared by BREC since January 1, 2012, for use by or presentation to any 
cred it rating agency, investment banking institution, investment advisory 
service, credit support institution or institutional investment group or 
entity. 

Provide copies of all reports or presentations that have been 

esponse) Please see attachments of reports to credit rating agencies in 
response to Item 9. 

Please see attached copies of reports to Goldman Sachs, an  
investment banking institution, in response to Item 3. 

Please see attached copy of December 18, 2012 presentation to J.P. 
Morgan, an investment banking institution. 

There are no reports or presentations prepared by Big Rivers since 

January 1, 2012 for use by or presentation to any investment advisory service. 
There are no reports or presentations prepared by Big Rivers since 

January 1, 2012 for use by or presentation to any credit support institution. 
Please see attached copy of August 15, 2012 presentation to CoRank, 

an institutional investment group. 

Witness) Billie J. Richert 

Case No. 2012-00492 
esponse to 

Page 1 of 1 
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F IC CORPORATION 
I 
CASE NO. 2012-00492 

entucky Industrial Utility Customers’ 
est for Information 
cernber 19,2012 

January 3,2013 

Item 20) 
advisor, Goldinan Sachs, a list that is as comprehensive as possible of all 
first mortgage bonds and pollution control bonds that have been publicly 
issued or privately placed since January 1, 2010, by electric utilities in the 
United States (inclusive of investor owned, municipal, or cooperative 
electric utilities). Such list should show the issuance date, the maturity 
date, the amount, and the interest rate on each debt obligation. 

Provide from your records or the records of  your investment 

esponse) Please note Goldman Sachs is the underwriter for this transaction, 
not an  “investment advisor” as that term is currently used. 

Please find attached reports compiled by Goldman Sachs from 

sources other than Goldman Sachs, as so noted on the attachments. 

tness) Billie J. Richert 

Case No. 2012-00492 
e to KIUC 1-20 
illie J. Richert  

age 1 of 1 



Summary of Cooperative Offerings in the Private Placement 

TotalPar Tranche Final Avg. Spread 
201 0 - 201 2YTD 

Hoosier Energy S e p l l  NAIC-1 A3 A 240 190 29 26 200 4.86 
Hoosier Energy S e p l l  N A G 1  A3 A 50 18 18 185 4.07 
Golden Spread Electric JUn-I I NAIC.1 A2 A- 430 30 5 5 120 2.79 

Golden Spread Electric JUn-ll N A G 1  A2 A- 150 30 19 145 5.65 
Square Butte Electric Cooperative Jun-1 I NAIC-1 A3 A- 13 13 15.5 16 168 4.65- 
Square Butte Electric Cooperative May-1 I N A G 1  A3 A- 57 28 20 12 130 4.42 
Square Butte Electric Cooperative May-1 1 NAIC-1 A3 A- 30 31 27 145 5.68 
Arkansas Electric Cooperative Corp Feb-11 NAIC-1 A I  AA- 200 120 30 26 85 5.62 
Arkansas Electric Cooperative Corp Feb-1 1 NAIC-1 A1 AA- 80 19 13 100 4.71 
Old Dominion Electric Jan-11 NAIC-1 A3 A 350 90 30 15 140 4.83 
Old Dominion Electric Jan-I1 N A l C l  A3 A 165 30 20 95 5.54 
Old Dominion Electric Jan-I 1 NAIC-1 A3 A 95 40 20 95 5.51 
Chugach Electric NOV-IO N A l C l  A3 A- 275 185 30 16 180 4.75 
Chugach Electric NOV-IO N A l C l  A3 ' A- 90 20 10 125 4.20 
South Mississippi NOV-IO N A l C l  A3 A- 150 75 20 13 150 5.00 
South Mississippi NOV-10 NAIC-1 A3 A- 75 30 20 120 5.75 
Southern Illinois Power Cooperative May-IO NAIC-2 BBB 360 36 15 9 175 5.00 
Southern Illinois Power Cooperative May-10 NAIC-2 BBB 324 30 16 165 5.75 
Woherine Power Supply Corp May-IO NAIC-1 150 30 5 5 105 3.29 
Woherine Power Supply Corp May-IO N A G 1  120 30 16 155 5.04 
Total $3,475 

Golden Spread Electric JUn-1 1 NAIC-1 A2 A- 250 20 12 140 3.99 

__ 

Source: The Private Placement Monitor 

Gddmnn Snchs Is Not Acting as n Municipal Advisor 
Goldman, Sachs & Co. ("Goldman Sachs") is pmviding the information contained in this document for discussion purposes only in anticipalion of serving as underwriter to Big Rivers 
Electric Corporation (the "Issuer") The primary mle of Goldman Sachs, as an undem'ter. is to purchase securities, for resale to investors, in an erm'siength commercial transaction 
between the issuer and Goldman Sachs and Goldman Sachs has financial and other interests that differ from those of the issuer Goldman Sachs is not acting as a municipal advisor, 
financial advisor or fiduciary to the Issuer or any other person or entity The information provided is not intended to be and should not be construed as "advice" within the meaning of 
Seclion 15B of the Securities Exchange Act of 1934 The Issuer should consult with its own financial andlor municipal. legal, accounting. tax and other advisors, as applicable, to the 
extent k deems appropriate If the issuer would like a municipal advisor in this transaction that has legal fiduciary duties to the Issuer, then the Issuer Is free to engage a municipal advisor 
to serve in that capacity 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Bichert 
Page 1 of 10 



"A AA" MM D 

2 2014 0.31 % 
3 201 5 0.44% 
4 201 6 0.62% 
5 2017 0.83% 
6 2018 0.99% 
7 201 9 1.20% 
a 2020 1.43% 
9 2021 1.64% 

11 2023 1.94% 
12 2024 2.00% 
13 2025 2.05% 
14 2026 2.10% 
15 2027 2.15% 
16 2028 " 2.21% 
17 2029 2.27% 
18 2030 2.33% 
19 2031 2.39% 

2.45% 20 2032 
21 2033 2.52% 
22 2034 2.60% 
23 2035 2.67% 
24 2036 2.74% 

26 2038 2.82% 

28 2040 2.84% 
29 204 1 2.85% 
30 2042 2.86% 

10 2022 I .82% 

__ 

25 2037 2.80% 

27 2039 2.83% 

Source: Municipal Market Data 

Goldman Sachs Is Not Acting as a Municipal Advisor 
Goldman, Sachs & Co. ("Goldman Sachs") is providing the information contained in this document for discussion purposes only 
in anticipation of sewing as underwriter to Big Rivers Electric Corporation (the "Issuer"). The primary role of Goldman Sachs, as 
an underwriter, is to purchase securities, for resale to investars, in an arm's-length commercial transaction between the Issuer 
and Goldman Sachs and Goldman Sachs has financial and other interests that differ from those of the Issuer. Goldman Sachs is 
not acting as a municipal advisor, financial advisor or fiduciary to the Issuer or any other person or entity. The information 
provided is not intended to be and should not be canstrued as "advice" within the meaning of Section 158 of the Securities 
Exchange Act of 1934. The Issuer should consult with its own financial andlor municipal, legal, accounting, tax and other 
advisors, as applicable, to the extent it deems appropriate. If the Issuer would like a municipal advisor in this transaction that has 
legal fiduciary duties to the Issuer, then the Issuer is free to engage a municipal advisor to sewe in that capacity. 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Richert 
Page 2 of 10 



"BBB" Rated Utility Issuance .. US Investment Grade 
2012 YTD 

I UWl 

Tranche Size Transaction Maturity 

Total $1 u, I15 

Source: Public Filings; Bloomberg 

Coldmnn Snchs Is Not Actiug as n Municipnl Advisor 
Goldman, Sachs & Co. ("Goldman Sachs") is providing the information contained in this document for discussion purposes only in anlicipatlon of sewing as underwriter lo Big Rivers 
Electric Corporation (the 'Issuer). The primary role of Goidman Sachs, as an underwriter. is to purchase securities, for resale to invastors. in an arm's-length commercial transaction 
bewean the Issuer and Goldman Sachs and Goldman Sachs has financial and other interesls that differ from lhose of the Issuer Goldman Sachs is not acting as a municipal advisor, 
finandai advisor or fiduciary lo the Issuer or any other person or entity The information provided is not intended to be and should not be ConstNed as "advice" within the meaning of 
Section 156 of the Securities Exchange Act of 1934. The Issuer should consult with its own financial and/or municipal, legal. accounting, tax and other advisors, as applicable. to Vle 
extent it deems appropriate If the Issuer would like a municipal advisor in this transaction that has legal liduciary duties to Ihe Issuer, then the Issuer is free to engage a municipal advisor 
to SENE in that capacity. 

Case No. 2012-Q0492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Richert 
Page 3 of LO 



Summary of Electric Utili ortgage Bond Issuance 201 0-2012 

Total Par Tranche Final Final Spread 
2010 - 2012YTD 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie 3. Richert 
Page 4 of 10 



Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Richert 
Page 5 of 10 



Commonwealth Edison Co S e p l 2  A3 A- 350 350 10/1/2042 30 92 3.80 
Northern States Power Co (Wisconsin) Oct-12 A I  A 100 100 10/1/2042 30 95 3.70 
Florida Power Corp NOV-I2 A2 A 650 250 11/15/2015 3 35 0.65 

Entergy New Orleans Inc Nov-12 Baa3 BBBt 30 30 12/1/2052 40 5.00 
Entergy Louisiana LLC NOV-12 A3 A- 200 200 12/1/2022 10 170 3.30 
Entergy Mississippi Inc Dec-12 Baal  A- 250 250 7/1/2023 11 3.10 
Entergy Arkansas Inc Dec-12 A3 A- 200 200 Perpetual 4.90 
Florida Power & Light Co Dec-12 Aa3 A 400 400 12/15/2042 30 92 3.80 

.I....,., B ~i nsr 

Florida Power Corp NOV-12 A2 A 400 11/15/2042 30 115 3.85 

Green Mountain Power Corp NOV-I 2 85 85 12/1/2042 30 3.99 
,"La,  Y-.l ,"l  I 

Soum: Oealogic 

Goldman Sachs Is Not Acting as a Munlclpal Advlsor 
Goldman. Sachs & Co. ("Goldman Sachs") Is providing the information contained in this dowment for discussion purposes only in anticipauon of sewing as underwriter to Big 
Rivers Electric Corporation (the "Issuer"). The primary role of Goidman Sachs, as an underwriter, is to purchase securities, for resale to investors. in an arm's-length commercial 
transaction between the Issuer and Goidman Sachs and Goldman Sachs has financial and other interests that differ from those of the Issuer. Goldman Sachs is not acting as e 
municipal advisor, financial advisor or fiduciary to the Issuer or any other person or entity The information provided is not intended to be and should not be construed as "advice" 
within the meaning of Sectlon 158 of the Securities Exchange Act of 1934. The Issuer should consult with its own financial andlor municipal, legal, accounting. tax and other 
advisors, as applicable, to the extent it deems appropriate. If the Issuer would like a municipal advisor in this IransacUon that has legal fiduciary duties to the Issuer, then the 
Issuer is free lo engage a municipal advisor to 6ewe in that capacity 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Richert 
Page 6 of 10 



Corporate Related unicipal issuance - Utility Sector 
201 2'MTD 

coupon or 
Rating Tenor Final 

Issuer Date ST Par (WM) (Moody'slSBPIFitch) (years) Maturity 

IDA of Ihe Cnty of Apache (Tucson Electric Power Co) 03/20/12 AZ $ 177.00 Baa3/BBB-/BBB- 17.9 4.50% 
NJEDA (UMM Energy Partners) - AMT 08/22/12 NJ $ 51.27 Baa3INRMR 30.8 5.125% 
Beaver County IDA (First Energy Generalion) 08/21/12 PA $ 28.53 BaaB/BBB-INR 4.5 2.15% 
City of Chula Vista (San Dlego Gas & Eledric) - 3y call 09/13/12 CA $ 161.24 Aa3/A+/AA- 5.8 1.65% 
City of Chula Vista (San Diego Gas & Electric) - 5y call 09/13/12 CA $ 75.00 AaWA+IAA- 73.4 4.00% 
Fort Bend County Ind Dev Corp (NRG Energy, Inc.) lo l l  1/12 TX $ 127.10 Baa3INRMR 30.1 4.75% 
Mass Dev Fin Agency (Covanla Energy) - 5y call 11/15/12 MA $ 67.23 Ba2BB-/BB+ 30.0 4.875% 
Mass Dev Fin Agency (Covanla Energy) - AMT .5y call 11/15/12 MA $ 102.37 Ba2BB-/BB+ 15.0 5.25% 
Niagara Area Dev Corp (Covanta Energy) - 5y call 11/15/12 NY $ 35.01 - Ba2/BB-/BB+ 12.0 4.00% 
Niagara Area Dev Corp (Covanla Energy) - AMT - 5y call 11/15/12 NY $ 130.00 Ba2/BB-/BB+ 30.0 5.25% 

I 

$ 954.74 - - ~  Total 

Sourm: Thomson SDC 

Goldman Sachs Is Not Acting as a Municipal Advisor 
Goldman, Sachs 8 Co. ("Goidman Sachs") is providing Ihe information contained in lhis documenl for discussion purposes only in anlicipalion of serving as underwriter lo Big Rivers Electric 
Corporalion (lhe "issuer") The primary role of Goldman Sachs, as an underwriter, is lo  purchase securilies, for resale lo inveslors, in an arm's-lenglh commercial lransadion between ihe Issuer 
and Goidman Sachs and Goldman Sachs has financial end olher inierEsls lhal differ from lhose of lhe Issuer Goldman Sachs is no1 acling as a municipal advisor, financial advisor or fiduciary lo  
lhe Issuer or any olher person or entity The information provided is 001 intended lo be and should no1 be construed as 'advice" wilhin the meaning of Section 158 of lhe Securities Exchange Ad 
of 1934 The Issuer should consull wiih its own financial and/or municipal, legal, accounling. lax and oiher advisors, as applicable, lo  Ihe exlenl it deems appropriate if the Issuer would like a 
municipal advisor in lhis lransaclion thal has legal fiduciary duties lo  Ihe Issuer, lhen the Issuer is free lo  engage a municipal advisor lo serve in thal capacity. 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie 3. Bichert 
Page 7 of 10 



Summary of ~ o i ~ ~ ~ i o ~  Control ond Issuance 2010-20~2 
2010 - 2012Y.i-D 

Total Par F ina l  

Pennsylvania Eco Dev Fin Au 
23 Var Harris Co Industrial Dev Corp Jan-IO A2 A 143 

New Hampshire Business Fin Auth Jan-IO Baa2 EBB 28 17 Var 
California Poll Control Fin Auth Feb-IO NR NR 3 0 Var 
New York Feb-IO Aa3 AA 181 30 4.50 
New York Feb-IO Aa3 AA 51 10 4.25 

Mar-IO Baa2 EBB 18 11 4.63 Russell Co Industrial Dev Auth 
DeSoto Parish-Louisiana Mar-IO Baa3 EBB 54 9 Var 
West Virginia Economic Dev Auth Mar-IO Baal EBB 86 33 Var 
Lower Cape Fear Water & Sewer Au Mar-IO NR NR 25 24 Var 

Burke Co Development Authority Mar-IO Aaa AAA 90 27 Var 
Monroe Co Development Authority Mar-IO Aaa AAA 43 26 Var 
Port of Port Arthur Navig Dt Apr-IO A2 A 100 30 Var 
Port of Port Arthur Navig Dt Apr-IO A2 AA 200 30 Var 
California lnfrstr & Eco Dev Bank Apr-IO A3 EBB+ 50 16 Var 
California Poll Control Fin Auth Apr-IO NR AA 150 10 Var 
Florida Dept of Environ Protect Apr-IO Aa3 AA- 227 3 5.00 
McLean Co-North Dakota Apr-IO A3 A- 23 16 4.88 
indiana Finance Authority Apr-IO Ea2 BB 89 16 6.00 
California Poll Control Fin Auth May-IO NR NR 27 25 Var 
Columbus Co Ind Fac & PC Fin Auth May-IO Baa3 BBB 20 24 5.70 
West Virginia Economic Dev Auth May-IO Baa2 EBB 50 28 5.38 
McLean Co-North Dakota May-IO A3 A- 50 30 5.15 
McLean Co-North Dakota May-IO A3 A- 33 28 Var 
Farmington City-New Mexico May-IO Baa3 BB+ 12 30 6.25 
Farmington City-New Mexico May-IO Baa3 BE+ 255 30 5.90 
Ohio Air Quality Dev Authority May-IO NR EBB 79 31 Var 
Ohio Co-Kentucky May-IO Baal BBB- 83 21 6.00 
Monroe Co Development Authority May-IO A2 A 21 39 Var 
Lincoln Co-Wyoming May-IO NR NR 45 6 Var 
Farmington City-New Mexico Jun-IO Baa3 BE+ 77 30 Var 
Maricopa Co Pollution Ctl COrp Jun-IO Baa3 BE+ 60 33 Var 
Hartford Co Metropolitan Dt Jun-IO Aal AA+ 46 30 4.50 
Mission Economic Dev Cow JUn-IO NR EBB 56 10 Var 

JuClO Aaa AAA 106 12 5.00 Missouri 

Florida Water Pollution Fin COrp JuCIO Aaa AAA 225 20 5.00 
Alabama Water Poll Control Auth Aug-IO NR AA- 65 11 3.00 
California Poll Control Fin Auth AuglO NR EBB 21 14 Var 
California Poll Control Fin Auth AUg-10 NR EBB 144 13 Var 
California Poll Control Fin Auth AUg-IO NR NR 2 15 Var 
California Poll Control Fin Auth AuglO NR NR 16 20 Var 
Ohio Air Quality Dev Authority Aug-IO Baal EBB 39 4 Var 
North Carolina Cap Facs Fin Agency Aug-IO A I  A 243 30 4.63 
California Poll Control Fin Auth Sep-IO NR NR 24 20 Var 
California Statewide Comm Dev Au Sep lO A I  A 100 19 4.50 

Converse Co-Wyoming Sep lO NR NR 22 10 Var 
Sweetwater Co-Wyoming Sep lO NR NR 16 10 Var 
Pima Co Industrial Dev Auth Sep lO Baa3 BBB- 100 30 5.25 
Louisiana Public Facs Auth (LPFA) Sep-IO A3 A- 115 20 5.00 
Louisiana Public Facs Auth (LPFA) SeplO A3 BEE+ 116 18 5.00 
Ohio Air Quality Dev Authority SeplO Baa2 BBB- 8 23 Var 
Ohio Water Development Authority Sep-IO Baa2 BBB- 99 23 Var 
Pennsyivania Eco Dev Fin Au SeplO NR EBB 18 20 Var 
PennsyCania Eco Dev Fin Au Sep-IO NR EBB 35 9 Var 
California Poll Control Fin Auth Ocl-10 NR NR 61 30 Var 
Delaware Economic Dev Auth Oct-10 Baa3 NR 190 35 5.38 
New Jersey Economic Dev Auth 013-10 A2 A- 100 21 Var 
Boulder Co-Colorado Ocl-10 NR NR 2 10 5.68 
Boulder Co-Colorado Ocl-10 NR NR 0 1 2.13 
Port of Port Arthur Navig Dt NOV-IO A2 A 150 30 Var 
Port of Port Arthur Navig Dt NOV-IO A2 A 150 30 Var 
Wise Co Industrial Dev Auth Nov-IO Baal A- 105 30 Var 
NYS Energy Research & Dev Auth Nov-IO A3 A- 225 26 Var 
California Poll Control Fin Auth NOV-IO A+ 10 24 Var 
Polk Co Industrial Dev Auth Nov-IO Baal EBB 75 20 Var 
Boone Co-Kentucky NOV-IO NR NR 27 17 Var 
Indiana Finance Authority NOV-IO NR EBB 30 18 Var 
Indiana Finance Authority NOV-IO NR EBB 51 24 Var 
Kentucky Economic Dev Fin Auth Nov-IO NR BBB 16 21 Var 
Kentucky Economic Dev Fin Auth Nov-IO NR EBB 29 21 Var 
North Carolina Cap Facs Fin Agency Nov-IO NR EBB 15 10 Var 
North Carolina Cap Facs Fin Agency Nov-IO NR EBB 70 24 Var 
Ohio NOV-IO NR EBB 30 25 Var 
Miami-Dade Co lndus Dev Auth NOV-I 0 EBB 12 8 Var 

Minnesota Public Facilities Auth Mar-IO Aaa AAA 33 18 5.25 

Oregon Jul-IO Aal  AA 5 20 3.75 

Indiana Finance Authority SeplO A I  AA 70 12 3.75 

Case No. 2012-00492 
Attachment for Response to KTUC 1-20 

Witness: Billie J. Richert 
Page 8 of 10 



Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

itness: Billie J. Richert 
Page 9 of 10 



67 30 4.88 Massachusetts Dev Finance Agcy Nov-12 Ba2 BB- 
Niagara Area Development Corp Nov-12 Ba2 BB- 35 12 4.00 
Burke Co Development Authority NOV-12 NR NR 50 40 Var 
Indiana Finance Authority NOV-12 NR BBB 25 25 Var 
Burbank City-Califomla NOV-12 NR AAA 6 10 3.00 

23 4.13 
Phenix City indust Dev Board Nov-12 Baa3 BBB 7 18 3.63 
Chandkr industrial Dev Auth Dec-12 NR A+ 125 25 Var 
California Poll Control Fin Auth Dee12 NR NR 10 25 Var 

309 30 Var Lake Charles Harbor & Term Dt Dee12 NR NR 

Phenix City lndust Dev Board Nov-12 Baa3 BBB 51 __. 

." ,.-,. 
I mi 

Soum: Thomson SDC 

Goldman Sachs Is Not Acting as a Munlclpal Advlsor 
Goldman, Sachs B Co ('Goldman Sachs") is providing the information contained in this document for discussion purposes only in 
anticipation of sewing as undetwriter to Big Rivers Electric Corporation (the "Issuer"). The primary role of Goldman Sachs, as an 
underwriter, is to purchase securities, for resale to investors, In an arm's-length commercial transaction between the Issuer and 
Goldman Sachs and Goldman Sachs has financial and other interests that differ from those of the Issuer. Goldman Sachs is not 
acting as a municipal advisor, financial advisor or fiduciary to the Issuer or any other person or entity. The information provided is 
not intended to be and should not be ConstNed as "advice" within !he meaning of Section 158 of the Securities Exchange Act of 
1934 The Issuer should consult with its own financial and/or municipal, legal, accounting. tax and other advisors, as applicable, 
to Ute extent it deems appropriate. If the Issuer wouid like a municipal advisor in this transaction that has legal fiduciary duties to 
the Issuer, then the issuer is free to engage a municipal advisor to sewe in that capacity 

Case No. 2012-00492 
Attachment for Response to KIUC 1-20 

Witness: Billie J. Richert 
age 10 of 10 
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THE APPLICATION 0 RIG RIVERS ELECTRIC CORPORATION 
ESS 

CASE NO. 2012-00492 

Response to the Kentucky Industrial IJtility Customers’ 
Initial Request for Information 

Dated Decem 

January 3,2013 

Item 21) Indicate whether the interest rates contemplated to be paid by 
E@ in its Application are comparable to the interest rates that are paid 

by electric utilities that carry comparable institutional credit ratings. I f  
the interest rates to be paid by RE@ are higher than those of its rating 
peer group, please explain in detail the reasons for such interest rate 
differentials. 

Response) Big Rivers is advised and believes that it is virtually impossible to 

find a regulated electric utility which has recently gone to market with 

comparable institutional credit ratings that operates under the same conditions 

Big Rivers finds itself today and under the set of conditions that are likely to exist 

at the time these bonds are expected to go to market. For this reason, the rates 

paid by electric utilities that carry comparable institutional credit ratings are of 

limited value in evaluating the potential interest rate on the 2013A Bonds. 

The interest rate anticipated by Goldman Sachs is 6% or higher. 

The actual interest rate is set at the time Goldman Sachs determines the market 

demand for these bonds given Big Rivers’ circumstances a t  the time. 

Witness) Billie J. Richert 

Case No. 2012-00492 
esponse to KIUC 1-21 

ert 
Page 1 of 1 
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THE APPLICATION OF BIG RIVERS ELECTRIC CQRPORATI[ON 
TO ISSIJE EVIDENCES OF INDEBTEDNESS 

CASE NO. 2012-00492 

Response to the Kentucky Industrial 1Jtility Customers’ 
Initial Request for Information 

ecember 19,2012 

January 3,2013 

Item 22) 

financing is closed and for  the next five years. 

Provide a calculation of the impact by customer class that 
RE& Application, i f  approved, will have on RREC’s rate payers once 

Response) The attached schedule titled Response to KIUC 1-22 provides the 
estimated change in costs related to the $58.8 million pollution control debt 
financing proposed in this proceeding on a dollar per megawatt hour basis by 
customer class for 2013 and for the next five years using a 6.0% rate assumption. 
Big Rivers’ next base rate case, anticipated to be filed in January of 2013, will 
assume an interest rate on this debt of 6.0%. 

Witness) Billie J. Richert 

Case No. 2012-00492 
esponse to KIUC 1-22 

Page 1 of 1 
Witness: Billie d. Rid: 



Big Rivers Electric Corporation 

Response to KIUC 1-22 

Annualized Cost of Existing Bonds 
1983 Bond $ 58,800,000 
Annual Interest Expense $ 1,937,542 
Annual Remarketing Fee $ 58,800 
Annual AMBAC Fee $ 207,794 
Total Annual Cost of Existing Bonds $ 2,204,136 

Annual Cost of Bonds Going Forward 2013 2014 2015 2016 2017 2018 
1983 Bonds $ 58,800,000 
Interest Expense $ 313,192 
Remarketing Fee $ 9,505 
AMBAC Fee $ 85,964 

2013A Bonds (Beginning Balance) $ 58,800,000 $ 58,335,000 $ 56,450,000 $ 54,450,000 $ 52,330,000 $ 50,080,000 
Annual Interest Expense $ 2,923,725 $ 3,434,125 $ 3,317,000 $ 3,192,800 $ 3,061,050 $ 2,921,325 
Amortization of Issuance Costs $ 64,815 $ 77,778 $ 77,778 $ 77,778 $ 77,778 $ 77,778 

Estimated Debt Cost Going Forward $ 3,397,201 $ 3,511,903 $ 3,394,778 $ 3,270,578 $ 3,138,828 $ 2,999,103 

Estimated Change in Debt Cost $ 1,193,065 $ 1,307,767 $ 1,190,642 $ 1,066,442 $ 934,692 $ 794,967 

Proiected Member Billing Demand (kW/mol 
Rural 5,267,190 5,346,949 5,410,429 5,491,859 5,564,857 5,624,591 
Large Industrial 1,673,294 1,674,594 1,674,594 1,674,594 1,674,594 1,674,594 
Smelter 
Total 

8,272,000 4,416,000 4,416,000 4,416,000 4,416,000 4,416,000 
15,212,484 11,437,543 11,501,023 11,582,453 11,655,451 11,715,185 

ChanPe In Cost Assianed BY Customer Class 
Rural $ 413,088 $ 611,369 $ 560,114 $ 505,657 $ 446,266 $ 381,673 
Large Industrial $ 131,231 $ 191,473 $ 173,362 $ 154,186 $ 134,292 $ 113,634 
Smelter 
Total 

$ 648,746 $ 504,925 $ 457,166 $ 406,599 $ 354,134 $ 299,660 
$ 1,193,065 $ 1,307,767 $ 1,190,642 $ 1,066,442 $ 934,692 $ 794,967 

Proiected Member Billing Enermr (MWhl 
Rural 2,409,830 2,448,794 2,479,656 2,519,437 2,556,536 2,584,016 
Large Industrial 943,027 943,699 943,699 944,107 943,699 943,699 
Smelter 
Total 

ChanPe in Cost f$/MWhl 
Rural 
Large Industrial 
Smelter 
Total 

5,820,541 3,159,206 3,159,206 3,167,862 3,159,206 3,159,206 
9,173,398 6,551,699 6,582,561 6,631,406 6,659,441 6,686,921 

$ 0.17 $ 0.25 $ 0.23 $ 0.20 $ 0.17 $ 0.15 
0.18 $ 0.16 $ 0.14 $ 0.12 

$ 0.11 $ 0.16 $ 0.14 $ 0.13 $ 
0.12 0.18 $ 0.16 $ 0.14 $ 

$ 0.14 $ 0.20 $ 

$ 0.13 $ 0.20 $ 
0.11 $ 0.09 

Case No. 2012-00492 
Attachment for Response to KIUC 1-22 

Witness: Billie J. Richert 
Page 1 of 1 


