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211 Sower Boulevard
Frankfort, KY 40602-0615

In The Matter Of:  Application of Big Rivers Electric Corporation For A
General Adjustment In Rates - Case No. 2012-00535

Dear Mr. DeRouen:

Enclosed for filing are an original and ten (10) copies of (i) the response of Big
Rivers Electric Corporation to the Public Service Commission Staff's Second
Request for Information and the intervenor’s first requests for information; (i)
a petition for confidential treatment for certain of the responses; and (iii) a
Motion for Deviation. Please note that since the Commission has not ruled on
the petition to intervene filed by Ben Taylor and the Sierra Club, Big Rivers is
not responding to their information requests or sending them copies of the
responses to the information requests that Big Rivers is responding to.

Copies of the responses, the petition, and the motion have been served on
those parties listed on the attached service list by Federal Express or hand
delivery.

Sincerely,
?[f
Tyson Kamuf

ce: Service List
Billie J. Richert
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BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, Mark A. Bailey, 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.

P tafe o7 S

Mark A. Bailey

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Mark A. Bailey on this

theé?j__ day of February, 2013.
oo P IWught

I%taf/y Public, Ky. State at Large
My Commission Expires

Notary Public, Kentucky State-At-Large
My Commissiun Expires: July 3, 2014
ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

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.

LUe W

‘Billie J. Kichert

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Billie J. Richert on this

the A7_day of February, 2013.
e P Jlhught

N()/targ Public, Ky. Gtate at Large
My Commission Expires

Notary Putj:!i~ “antucky State-At-Large
My Commissiai Expires: July 3, 2014
ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, Robert W. Berry, 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.

Dt Ly

Robert W. Berry Jd

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Robert W. Berry on this

thea'll day of February, 2013.
Q&% 7. W/@M

Nbtaré Public, Ky. 8{ate at Large
My Commission Expires

i 1 -At-Large
Notary Public, Kentucky State A
My Crgmmission Expires: July 3, 2014

ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, Lindsay N. Barron, 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.

}lsay N. ﬁarron

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Lindsay N. Barron on

this the z’I_Z_ day of February, 2013.
ey 1 Pt

Né{ary Public, Ky. Gtate at Large
My Commission Expires_

Notary Public, Kentucky State-At-Large
My Commission Expires: July 3, 2014
ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, David G. Crockett, 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.

David G. Crockett

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by David G. Crockett on this

thegﬂ_ day of February, 2013.
oo, 10 gt

Ngtarg Public, Ky. $ate at Large
My Commission Expires .

i -At-Large
Notary Public, Kentucky State-A
My Crgmmission Expires: July 3, 2014

ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, James V. Haner, 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.

Jdmes V. Haner

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by James V. Haner on this
the e_z_z_ day of February, 2013.

/’\ .
%7 4 //%w/;t
h‘fotary Public, Ky.(/State at Large
My Commission Expires

teantuicky State-At-Large

Notary Publio s: July 3,2014

My Commissivit Lxpire
ID 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, DeAnna M. Speed, 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.

DeAnna M. Speed

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by DeAnna M. Speed on this

thel7 day of February, 2013.

N(;tarf Public, Ky. State at Large
My Commission Expires

Notary Pukt~ Kentucky State-At-Large
My Comnis...on Expires: July 3, 2014
1D 421951



BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, John Wolfram, 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.
b
John Wolfran/ 7

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by John Wolfram on this the

"aay of February, 2013.
' ?Qﬂ)&h%—)

Notlary Public, Ky. State at Large
My Commission Expires_§ - S-dOIY




BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, Ted J. Kelly, 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.
CQQ‘%
—‘J -

Ted J. Kelly

STATE OF MISSOURI )
COUNTY OF JACKSON )

SUBSCRIBED AND SWORN TO before me by Ted J. Kelly on this the
g?__z day of February, 2013.

IR

.\ps&Y P(/&(/ PAULA M. ANNAN M I ( 22}4 AL Cept

¥~ My Commission Explres .
% Nng Wz ymua,y 18, 20)1(% Notary Public
B § Jackson County State of Missouri

2 M\% Commission #11882872 My Commission Expires_/ /7S




BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

VERIFICATION

I, Travis A. Siewert, 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.

Travis A. Siewert

COMMONWEALTH OF KENTUCKY )
COUNTY OF HENDERSON )

SUBSCRIBED AND SWORN TO before me by Travis A. Siewert on this
theQs®ay of February, 2013.

My Commission Expires ¥ ~9-30 (Y
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Item 57)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s

Initial Request for Information
Dated February 14, 2013

February 28, 2013

Mr. Bailey’s testimony (p. 11, lines 1 to 19) addresses Big

Rivers’ concerns with its investment grade credit ratings by rating

agencies. Address the following and provide updates on a continuing

basis:

Response)

a. Provide all rating agencies investment grade rating of

Big Rivers for the period 2010 through 2013 YTD, and
provide related supporting documentation for those

ratings.

. For Moody’s, Fitch, and other rating agencies, identify

those factors that could cause a downgrade in Big
Rivers’ credit ratings and provide supporting
documentation. In each case, explain where Big Rivers
currently stands in regards to these factors that could

cause a downgrade.

. Explain in more specificity how Fitch defined

“insufficient, inadequate or untimely regulatory
support from the Kentucky Commission,” (Bailey

testimony, p. 11).

Case No. 2012-00535
Response to AG 1-57
Witness: Billie J. Richert
Page 1 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

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

Dated February 14, 2013

February 28, 2013

. In addition to the attached documents, please see the response

to AG 1-54.

. Please see the response to AG 1-54 for a description of factors

that could cause a downgrade in Big Rivers’ credit ratings and a

description of Big Rivers’ current position.

>. Fitch Ratings’ report, dated August 24, 2012, titled “Fitch

Places Big Rivers Electric Corp, KY’s 2010A Pollution Control
Ridg Revs on Negative Watch”, included a list of “What Could
Trigger a Rating Action”. The second item in that list was
‘Insufficient Regulatory Support: Inadequate or untimely
support by the Kentucky Public Service Commission (KPSC)
would be viewed negatively.” A copy of the entire report, from
which this statement was taken, is provided as an attachment
to this response.

In a subsequent report, dated February 6, 2013 (provided
as an attachment to AG 1-54), Fitch provided some additional
clarification of its previous statement by stating the following as
a driver for the rating downgrade:

“Subject to Rate Regulation: The electric rates

charged by Big Rivers and its members are regulated by
the Kentucky Public Service Commission (KPSC), which
could limit the cooperative’s financial flexibility and may

delay the timing or amount of necessary rate increases.”

Case No. 2012-00535
Response to AG 1-57
Witness: Billie J. Richert
Page 2 of 3



BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

1
2 Witness) Billie J. Richert

Case No. 2012-00535
Response to AG 1-57
Witness: Billie J. Richert
Page 3 of 3
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‘1tchRatings

Fitch Places Big Rivers Electric Corp, KY's 2010A Poliution Control Rfdg Revs on

Negative Watch Ratings Endorsement Policy
24 Aug 2012 9:48 AM (EDT)

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 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 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 REGULATORY SUPPORT: Inadequate or untimely support by the Kentucky Public Service Commission
(KPSC) wouid be viewed negatively

IMPLEMENTATION OF REASONABLE MITIGATION PLAN: Impiementation 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, Rio 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 meaningfully higher rates, with the increase reflecting the amount, pricing and contractual provisions of
surplus power sold to new customers

Case No. 2012-00535
Attachment to Response for AG 1-57
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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 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 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, 2011, available
at www. fitchratings.com.

Contact:

Primary Analyst

Alan Spen

Senior Director
+1-212-908-0594
Fitch, Inc.

One State Street Plaza
New York, NY 10004

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'. 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, 2012;
--'U.8. Public Power Rating Criteria’, Jan. 11, 2012;
--'Big Rivers Electric Corporation', Aug. 31, 2011.

Applicable Criteria and Related Research:
Revenue-Supported Rating Criteria

U.S. Public Power Rating Criteria

Big Rivers Electric Corporation

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 PUBLIC WEBSITE
WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE FROM

Case No. 2012-00535
Attachment to Response for AG 1-57
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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.

Copyright © 2012 by Fitch, Inc., Fitch Ratings Ltd. and its subsidiaries.

Case No. 2012-00535

Attachment to Response for AG 1-57
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FitchRatings

FITCH DOWNGRADES BIG RIVERS ELECTRIC CORP, KY'S
2010A POLLUTION CONTROL RFDG REV BONDS TO 'BB'

Fitch Ratings-New York-06 February 2013: Fitch Ratings has downgraded the rating on Big Rivers
Electric Corporation's $83.3 million County of Ohio, KY's pollution control refunding revenue
bonds series 2010A to 'BB' from 'BBB-".

The Rating Outlook is revised to Negative.
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.

SENSITIVITIES/RATING DRIVERS

SPECULATIVE GRADE RISK: The rating downgrade and Outlook revision reflect Fitch's view
that the credit quality of Big Rivers has become increasingly speculative, following the recent
decisions by Alcan Primary Products Corporation (Alcan) and Century Aluminum Co. (Century) to
terminate their respective power supply agreements with Big Rivers.

SALES DOMINATED BY SMELTERS: Alcan and Century both own and operate large aluminum
smelting facilities served by Big Rivers, through its largest member Kenergy Corp. Together the
two facilities account for approximately 65% and 70% of Big Rivers' total energy sales and
revenues, respectively.

INCREASED RELIANCE ON WHOLESALE MARKET: Long-term stability at Big Rivers is
likely to become increasingly reliant on less predictable off-system sales and related margins
following closure of the smelting facilities. The use of cash reserves will partially mitigate this risk,
but prevailing low power prices will stress results.

ABUNDANT LOW COST RESOURCES: Big Rivers benefits from abundant low-cost coal-fired
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.

SUBJECT TO RATE REGULATION: The electric rates charged by Big Rivers and its members
are regulated by the Kentucky Public Service Commission (KPSC), which could limit the
cooperative's financial flexibility and may delay the timing or amount of necessary rate increases.

LIQUIDITY SOLID BUT FINANCIAL RESULTS UNCERTAIN: Big Rivers reported cash of
$113.25 million at Sept. 30, 2012, excluding restricted funds available for member rate mitigation.
Funds are available to support operations and may be used to meet the cooperative's June 2013
scheduled debt maturity ($58.8 million). Longer-term financial forecasts are being developed.

WHAT COULD TRIGGER A RATING ACTION

INABILITY TO FIND ACCEPTABLE PURCHASERS: Extended overreliance on short-term
power sales as a replacement for the Century and Alcan agreements to meet debt service payments.

INSUFFICIENT REGULATORY SUPPORT: Inadequate or untimely support by the KPSC would
be viewed negatively.

IMPLEMENTATION OF REASONABLE MITIGATION PLAN: Implementation of a mitigation
plan that maintains reasonable financial and operating stability would be supportive of credit

Case No. 2012-00535

Attachment to Response for AG 1-57
Witness: Billie . Richert

Page 1 0f 4



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 smelting facilities, owned
and operated by Alcan and Century.

CENTURY AGREEMENT TERMINATED AUGUST 2012

Under the power supply agreements 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 agreement with Big Rivers and
stated its intent to close its Hawesville, KY smelter. Century claimed that the smelter was not
economically viable despite electric rates well below the national average.

BIG RIVERS IMPLEMENTS MITIGATION PLAN

Big Rivers began looking into alternative arrangements with other power purchasers to redeploy its
excess generating capacity immediately after the Century notice, consistent with the mitigation plan
previously developed by management to address the potential loss of aluminum smelter load. In
addition, Big Rivers has also filed for an increase in rates with the Kentucky Public Service
Commission to eliminate anticipated short-falls in revenue as a result of the loss of the Century
smelting load. The filing, submitted on Jan. 15, 2013, requests an increase in total revenue of $74.5
million or 21.4%.

ALCAN FOLLOWS WITH TERMINATION NOTICE

Alcan delivered notice to Big Rivers' on Jan. 31, 2013 of its decision to terminate its power supply
agreement noting, in particular, the Jan. 15, 2013 rate filing and anticipated increase in electric
rates. Similar to the Century notice, Alcan stated that the planned rate increase would make the
smelting facility in Robards, K'Y unprofitable, and that all smelting operations would be ceased at
the end of the one-year notice period.

Closure of the smelting facilities has significant potential implications for Big Rivers, which has
acknowledged that the termination notices are valid. Besides the impact of the loss of some 1,400
plant workers, the remaining residential and commercial 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.

Big Rivers has redoubled its efforts to secure alternative power supply customers in the wake of the
Alcan notice, but future firm contractual arrangements are unlikely over the near term. As a result,
it is expected that Big Rivers will seek to modify its request for rate relief from the KPSC to reflect
the loss of the full smelter load over time.

Fitch notes that Big Rivers and Kenergy have also reportedly entered into negotiations with Century
to enter into an agreement to assist Century to access market power in order to keep the smelting
operations open beyond Aug. 20, 2013. Alcan has requested a similar accommodation. Fitch
expects that any such accommodation would be part of broader plan to address the operating and
financial effect on Big Rivers

FUTURE FINANCIAL RESULTS UNCLEAR

Case No. 2012-00535
Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 2 of 4



Big Rivers margins are expected to remain adequate to service financial obligations through at least
August 2013 since both Century and Alcan remain obligated to make all required payments to
Kenergy. For the nine months ended Sept. 30, 2012, Big Rivers reported operating revenue,
eamings before interest, taxes and depreciation and net margins, that were all largely in line with
budget, and the same nine month period through 2011.

Positively, Big Rivers reported cash and cash equivalents of $113.25 million at Sept. 30, 2012,
excluding additional amounts held as special, restricted funds available for member rate mitigation.
Big Rivers' unrestricted funds are available to support operations and may be used to meet the
cooperative's June 2013 scheduled debt maturity ($58.8 million).

As time passes, however, it will be necessary for Big Rivers' to develop and implement a revised
business and financial plan that captures the related regulatory decisions, contractual negotiations
and anticipated revenue volatility, and for Fitch to assess the impact on the cooperative's ability to
meet scheduled debt service payments.

For additional information on the rating, see Fitch's report, 'Big Rivers Electric Corporation', dated
Aug. 31,2011.

Contact:

Primary Analyst

Alan Spen

Senior Director
+1-212-908-0594
Fitch Ratings, Inc.
One State Street Plaza
New York, NY 10004

Secondary Analyst
Dennis Pidherny
Managing Director
+1-212-908-0738

Committee Chairperson
Christopher Hessenthaler
Senior Director
+1-212-908-0773

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email:
elizabeth.fogerty@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 U.S. Public Power Rating Criteria, this action was informed by information from CreditScope.

Applicable Criteria and Related Research:

--'U.S. Public Power Rating Criteria' (Dec. 18, 2012);
--'Revenue-Supported Rating Criteria'(June 12, 2012);
--'Big Rivers Electric Corporation'(Aug. 31, 2012).

Applicable Criteria and Related Research:

U.S. Public Power Rating Criteria
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=696027
Revenue-Supported Rating Criteria
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=681015
Big Rivers Electric Corporation

Case No. 2012-00535
Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 3 of 4


mailto:fogerty@fitchratings.com

http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=649829

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
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FitchRatings

FITCH AFFIRMS BIG RIVERS ELECTRIC CORP, KY'S 2010A
POLLUTION CONTROL RFDG REV BONDS AT 'BBB-'

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 2010A.

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 2011.

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
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 METRICS: Fitch-calculated financial metrics for 2011 include debt
service coverage (DSC) of 1.53x 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 1.95x (DSC) and 8.8x (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 from
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 conirol 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 2011 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 almost on budget ($5.6 million). Actual 2011 figures reported by Big Rivers for conventional
TIER (1.12x), DSC (1.47x) and equity/capitalization (33%) were also solidly in line with forecasted
performance.

Fitch-calculated ratios for DSC (1.53x) and total debt/FADS (11.2x) were acceptable for the current
rating category and do not reflect the inclusion of withdrawals from reserves. Including those
revenues, the metrics improve to 1.95x 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
Fitch, Inc.

One State Street Plaza
New York, NY 10004
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Michael Mohammad Murad
Associate Director
+1-212-908-0757

Committee Chairperson
Amy Laskey

Managing Director
+1-212-908-0568

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email:
elizabeth.fogerty@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 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);
--'1J.S. Public Power Rating Criteria' (Jan. 11, 2012).

Applicable Criteria and Related Research:

Revenue-Supported Rating Criteria
http://www.fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=681015
U.S. Public Power Rating Criteria

http://www fitchratings.com/creditdesk/reports/report_frame.cfm?rpt_id=665815

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 PUBLIC WEBSITE "WWW FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE 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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Big Rivers Electric Corporation
Full Rating Report

Ratings

Outstanding Debt
$83,300,000 County of Ohio,

KY

Pollution Control Revenue Bonds

Series 2010A

Rating Outlook
Stable

Key Utility Statistics
Fiscal Year Ended 12/31/10

System type

NERC Region

Number of Customers
Annual Revenues ($ Mil )
Top User (% of Revenues)
Primary Fuel Source

Peak Demand (MW)
Energy Growth (%)

Debt Service Coverage (x)
Days Operating Cash
Equity/Capitalization (%)

Related Research

BBB~

Wholesale
Electric
MISC
3
530.06
53
Coal
1,391
536
1.32
216.72
31.85

US. Public Power Peer Study —

June 2011, June 20, 2011

Analysts
Dennis Pidherny
+1 212 808-0738

dennis.pidhemy@fitchratings.com

Eric Espino
+1 212 908-0574
-+ir; espino@fitchratings com

Key Rating Drivers

Risk Profile Reshaped: The recent termination of its generating asset lease transaction has
reshaped the risks surrounding Big Rivers Electric Corporation (Big Rivers), effectively
reducing leverage and financial risk in exchange for increased reliance on a concentrated
customer base and the wholesale marketplace.

Abundant Low-Cost Resources: Big Rivers benefits from abundant low-cost power resources
and an average wholesale system rate of $36.35 per MWh in 2010, net of credits, that is
regionally competitive and among the lowest in the nation. Member retail rates are similarly low
and competitive.

Heavy Customer Concentration: Big Rivers has resumed electric service to two local
aluminum smelters through its largest member, Kenergy Corp. (Kenergy). The two smelters
have a combined demand of 850 MW, and together account for approximately 53% of total
energy sales.

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: Acceptable financial metrics for the rating category include
fiscal 2010 debt service coverage (DSC) of 1.32x, and total debt to funds available for debt
service (FADS) of 12.2x. Metrics improve to 1.78x (DSC) and 9.0x (debt to FADS) when
revenues from member rate stability (MRS) reserves are included.

Forecast Stability: FADS and times interest earned ratios (TIER) are expected to remain
relatively stable going forward, aided by the continued use of MRS reserves and a
TIER-adjustment mechanism included in the cooperative's power sale agreements with the
smelters.

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 Outlook.

Onerous Environmental Regulation: Environmental regulations proposed by the U.S.
Environmental Protection Agency (EPA), if adopted, could result in a much higher cost of
compliance for the cooperative, versus other utilities with newer, more diversified resources.

Deteriorating Operating Conditions: Declining nonsmelter 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.

www fitchratings.com
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Rating History

Outlook/
Rating Action Watch Date

BBB- Affirmed  Stable 8/M2/11
BBB-  Assigned _ Stable 7/2/09

Related Criteria

Revenue-Supported Rating Criteria,
June 20, 2011

U.8. Public Power Rating Criteria,
March 28, 2011

Credit Profile

Big Rivers is a generation and transmission cooperative based in Henderson, KY. Big Rivers
supplies wholesale electric and transmission from its total capacity of 1,824 MW to three
distribution cooperatives: Meade County Rural Electric Cooperative Corporation, Jackson
Purchase Energy Corporation, and Kenergy. These members provide service to a total of
approximately 112,500 retail customers located in 22 western Kentucky counties.

Each of the three Big Rivers members purchases power pursuant to a wholesale power
contract (WPC) that extends through Dec. 31, 2043, well beyond the final maturity date of the
cooperative’s outstanding debt. Under the terms of the WPCs, the members are required to
purchase all of the power required to meet the needs of their systems, except Kenergy's
requirements for the smelters (see the Smelter Agreements section on page 4).

Bankruptcy

In September 1996, Big Rivers filed for voluntary Chapter 11 relief under the U.S. Bankruptcy
Code, 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 of its generating assets with Western Kentucky
Energy Corp. (WKEC), at the time a wholly owned subsidiary of LG&E Energy Corp. (LG&E).
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), another subsidiary of LG&E.

The Unwind Transaction

In 2009, the lease with WKEC was effectively unwound, resulting in Big Rivers receiving cash
and consideration with a value of $865 million, and gaining back 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. 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 negative 19% to approximately 30%.

Management, Governance, and Business Strategy

The board of Big Rivers consists of six members, comprised of two from each of the member
cooperatives. Two members are elected each year, and serve three-year terms. There are full
board meetings once a month, often supplemented with more informal meetings when
necessary. There are no specific committees given the small size of the board. According to
Big Rivers, management has an excellent working relationship with the board.

Since completing the unwind transaction, Big Rivers has expanded its senior management
team to include two new vice presidents for production, and governmental relations and
enterprise risk management, to oversee the expanded responsibilities related to power supply.
The cooperative’s employee base has also grown to approximately 630 employees, including
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the production personnel acquired with the generating facilities, many of whom were employed
by Big Rivers prior to the bankruptcy.

Fitch Ratings believes that the cooperative’s post-unwind transition has progressed very well,
due in large part to the many years of preparation undertaken by the Big Rivers management
team in anticipation of the transaction.

Big Rivers assumed full operating responsibilities earlier this year without any disruption,
although E.ON provided some initial support to the post-unwind transition, particularly in the
areas of information technology and generation dispatch. In December 2000, Big Rivers
became a fully integrated member of the Midwest Independent System Operator (MISO).

Regulation

Big Rivers and its members are subject to oversight by the KPSC, which constrains the board's
rate-setting ability, compared to other public power and cooperative utilities that are self-
regulated. The KPSC is an independent agency that regulates gas, water, sewer, electric, and
telecommunications utilities in Kentucky.

Fitch views external rate regulation as limiting to financial flexibility, but the KPSC has been
responsive to the needs of Big Rivers in recent years, particularly during the unwind approval
process. The recent inclusion of rate tariffs, designed to allow the monthly recovery of
fluctuations in the cost of fuel, purchased power, and costs related to environmental
compliance, are credit positive, and are expected to lower the frequency of formal rate cases.

Big Rivers has also adopted a very proactive approach to rate setting (see the Rates and Cost
Structure section on page 7), which is designed to anticipate the need for rate relief well in
advance of the timetable required by the KPSC, and should increase the likelihood of timely
rate relief. The KPSC will also allow utilities to file for emergency or interim rate relief that can
be implemented within 30 days, if necessary, under certain circumstances. Corresponding
retail rate increase requests are typically coordinated with those of Big Rivers, but members
must file separately with the KPSC.

Member Profile and Service Area

Big Rivers serves three electric cooperatives, which together provide electric service to
approximately 112,500 customers. While the operating profiles of Jackson Purchase and
Meade are largely typical of rural electric cooperatives, including a heavy concentration of
residential customer and electric sales, Kenergy's profile is somewhat unique because its
electric load is dominated by two aluminum smelters. One smelter is owned by Rio Tinto Alcan
Primary Products Corporation (Alcan), located in Sebree, KY, and the other is owned by
Century Aluminum of Kentucky General Partnership (Century) in Hawesville, KY.

The Alcan and Century smelters accounted for 87.7% and 80.0% of the distribution
cooperative's total energy sales and revenue, respectively, in 2010. By comparison, Jackson
Purchase’s entire large industrial load accounted for only 7.1% of its energy sales and 5.5% of
revenue. An overview of the three members is provided on the next page.
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Overview of the Big Rivers Members

Jackson Kenergy Meade
Number of Consumers ; ; R 29,152 54,991 128,267
Total MWh Sales ; 683481 9,318,498 479,367
Total Revenues ($) - SR L : 45,4001 399,473 ©.33,648
Number of Residential Consumers - , L : 26,053 45201 26213
MWh — % Residentia B . 648 87 782
Revenues — % Residential S i es8t 44378
Number of Small Commiercial/industrial Consumers (1,000 KVA or Less) ©30800 9,680 2048
MWh — % Small Commercial ) ) 281 3.6 21.5
Revenues — % Small Commercial S =D 255 56 1i022.0
Number of Large Commerciallindustrial Consumers (1,000 KVA or Less) . 34 Sl
MWh — % Large Commercial ) ) 7.1 87.7 0.0
Revenues -— % Large Commercial : : 5.5 /80.0 0.0

KVA ~ Kilovolt-ampere
Source: Big Rivers.

The Aluminum Smelters

Aluminum smelting is energy-intensive, with power costs accounting for approximately 33% of
a smelter's production costs. Access to Big River's low-cost power has therefore heen positive
for the smelters, as both operations are adjacent to the Big Rivers generating facilities. The
aluminum smelters have been fixtures in the Big Rivers service territory since the 1970s, and
remain the dominant employers in western Kentucky, with 1,375 employees in total. A brief
discussion of each facility and its owner is provided below.

Alcan is owned by Rio Tinto (IDR ‘A~'/Stable), an international mining group. Its Kentucky
facility is the company’s only U.S. aluminum smelter. Alcan has been operating at that facility
since 1973. The company produces 186,000 metric tons of primary aluminum annually from its
three potlines. The base contract demand under its agreement with Big Rivers is 368 MW,
which results in annual energy consumption projected at 3.1 terawatt-hours (TWh), assuming
24/7 operations and a 98% load factor.

Century Aluminum Company, the general partnership’s parent, is a public company that owns
and operates aluminum smelters in Kentucky, South Carolina, West Virginia, and Iceland.
Operations at the facility in Hawesville began in 1970, and it currently produces 244,000 metric
tons of primary aluminum from five potlines annually. The Century smelter's base contract
demand is 482 MW, with projected annual consumption of 4.2 TWh.

Production at the smelting facilities has historically been relatively steady, although production
at the Century facility was reduced from five potlines to four in the wake of declining aluminum
prices in 2009-2010. Century's energy requirements fell from 4.1 TWh to approximately
3.3 TWh as a result. The fifth potline was recently returned to full utilization, and energy
requirements have increased through 2011.

Smelter Agreements

In July 2009, as part of the unwind transaction, Big Rivers and Kenergy began supplying the
sizable load requirements of the smelters, which had previously been the responsibility of LEM.
Under the terms of various agreements, Big Rivers has agreed to supply energy to Kenergy,
for resale to the smelters on a take-or-pay basis through the end of 2023, subject to certain
termination conditions.
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The smelter agreements are designed to provide all of their aggregate energy requirements,
including base monthly energy (850 MW hourly), supplemental energy (10 MW hourly of
interruptible energy to each smelter), and back-up energy (imbalance energy for Kenergy made
available to the smelters). Surplus capacity is generally marketed off-system by Big Rivers for
the ultimate benefit of the smelters.

Charges under the smelter agreements are designed to provide a slight premium (25 cents per
MWh) over the rates charged to Kenergy's other large industrial customers. They also
incorporate the cooperative’s standard recovery clauses for fuel, environmental compliance
expenditures, and purchased power.

The smelter agreements also include certain provisions that allow for adjustments in the
amounts paid by the smelters, designed to enable Big Rivers to achieve a TIER of 1.24x for
each fiscal year. During years in which the cooperative's ratio falls below the 1.24x threshold,
additional payments are required by the smelters, subject to limitations. If the cooperative's
TIER exceeds 1.24x during any fiscal year, amounts contributing to the excess coverage may
be rebated to the members, with a pro rata portion allocated to the smelters.

Fitch views the smelter agreements as supportive to credit quality, but also notes that the
support is somewhat limited, given the ability of the smelters to terminate the agreements upon
one-year notice. Some additional comfort is derived from the conditional nature of the
termination provision, which would also require that a smelter cease all smelting operations
within the Kenergy service area to terminate the agreement, but the ability to rely on contract
revenues over the long term is still limited.

Big Rivers Demand and Energy Sales

{(MWhs) 2010 2009 2008 2007
Member Peak Demand (MW) 6575000 668 (R H P e 654
Total Peak Demand (MW) 1391 1,308 614 654
Electric Sales — Members 3,411,558 3,159,032 3,312,709 3,327,805
Growth (%) 7.99 (4.64) (0.45) 438
Electric Sales — Other 2,209,431 1,746,438 1,844,677 2,835,789
Growth (%) 26.51 (5.33) (34.95) 37.51
Electric Sales — Smelter Contracts 6,348,431 2,885,491 4] 0
Growth (%) 120.01 NM NM NM
Total'Electric Sales ‘ 11,969,420 7,790,961 5,157,386 6,163,594
Growth (%) 53.63 51.06 (16.33) 17.39

NM - Not meaningful.
Source: Big Rivers.

Member energy demand has remained relatively stable since 2007, following a decline in 2009,
due to unfavorable weather and economic weakness, and a subsequent rebound in 2010, as
illustrated in the table above. However, member sales have become increasingly dominated by
off-system sales of excess generating capacity and sales to the smelters following the unwind.

In 2010, member sales accounted for only 28.5% of total energy sales, reflecting a full year of
sales under the smelter agreements. Big Rivers expects member load growth of approximately
1.4% per annum and declining market sales, as capacity is used to meet growing member
demand. However, member sales are not expected to exceed 31% of total energy sales
through 2019.
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Assets and Operations

The Big Rivers resource portfolio and power supply is dominated by coal-fired generation, both
owned and leased. Although coal-fired capacity accounts for 87% of the cooperative's resource
capacity, coal-fired generation accounted for approximately 97% of total power supply in 2010.
Purchases from the cooperative’s Southeastern Power Administration allocation supplied most
of the remaining power supply.

The current portfolio of assets and related capacity comfortably exceeds the forecast peak
demand of the membership, including the massive smelter demand, and should remain
adequate through the load forecast period (2025). No additional resources are contemplated at
this time. The cooperative's current resources are summarized below.

Big Rivers Generating Resources

Owned Generation Fuel Type Capacity (MW) Commercial Operation
Kenneth Coleman Plant ’

Unit 1 Coal 150 : 1969
Unit2 ~ Coal ! 138 ) 1970
Unit 3. : : Coal : 155 S ~oer2
Robert D, Green Plant )

Unit4. : : Coal : 231 1979
Unit 2 Coal 223 1981
Robert A. Reid Plant )

Unit 1. : Coal/Gas 65 1966
Combustion Turbine OillGas 65 1979
D.B. Wilson : ) )

Unit-1 Coal 417 1986

Leased Generation

HMP&L Station Two

Unit 1. : Coal: vl : : 153 1973
Unit2 ) ant ’ ’ 159 1974
(City-of Henderson Capacity Allocation) : (110) ‘

Total Owned/Leased Generation b : 101,651

Purchased Power ) ’
SEPA ‘Allocation v 178
Total Capacity 1,824

HMP&L. - Henderson Municipal Power & Light. SEPA — Southeastern Power Administration.
Source: Big Rivers.

Despite the changes in ownership and operating responsibility following the unwind, the Big
Rivers plants have continued to perform well when compared to similarly sized and equipped
units. For the period 2007-2010, six of the eight units reported equivalent availability factors
(EAF) in the top quartile. The EAF for the entire system in 2010 was a record 93.7%.

Environmental Compliance

Big Rivers reports that all of its units are in compliance with current environmental standards.
Currently, eight of the cooperative’s nine coal units are equipped with flue gas desulphurization
systems to control SO2, and three of the units are equipped with selective catalytic reduction
systems fo control NOx emissions.

The cooperative could face greater-than-average challenges with respect to environmental
regulations proposed by the EPA, given its near full reliance on coal-fired capacity and
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generation, and the characteristics of its fleet. Big Rivers estimates that full compliance with the
regulations could require expenditures of approximately $785 million by 2015, and increase
wholesale rates and member retail rates by 39% and 20%, respectively.

The cooperative has acknowledged that it may seek to mothball certain units or explore fuel
conversion to natural gas as an alternative, given the advanced age and relatively small size of
certain generating units. Any shortfall in capacity necessary to serve its load, including that of
the smelters, would likely be purchased initially, until a longer term strategy is adopted.

There is no renewable portfolio standard at this time in the state of Kentucky.

Transmission

Big Rivers is nearing the completion of a significant transmission expansion project that was
initiated in concert with the unwind transaction. The $20 million dual-phase project is designed
to increase the cooperative’'s capability to export power off-system from 912 MW fo
approximately 1380 MW, This transfer capability is large enough to export excess generation,
including the peak demand of both smelters.

Phase one of the transmission expansion project, which included a 345-kV tie with Kentucky
Utilities Company, providing eastern path access to the Southwest Power Pool, was completed
in April 2008. Big Rivers has recently been completing phase two expansion projects. The final
project, construction of a 13-mile transmission line between the cooperative's D.B. Wilson
generating facility and the Tennessee Valley Authority transmission system, is expected to be
completed by year-end 2011.

Fitch views the cooperative’s expanded export capability favorably, particularly given the
prospect of significant excess capacity and reliance on off-system sales if the smelters were to
discontinue operations. While the completion of the projects does not ensure the sale of excess
capacity, it removes the physical constraints.

Coal Supply

The Big Rivers generating units are located nearby in the heart of the western Kentucky portion
of lllinois Basin coal fields. Half of its coal supply is delivered by truck and half by barge,
significantly reducing transportation costs and ultimate production costs. Big Rivers also
assumed all of the WKEC coal supply contracts, many of which were favorably priced and have
lowered the cost of production.

Capital Resource and Expenditure Plan

The Big Rivers' capital plan for 2011-2019 totals $460.7 million, and will largely be financed
with internally generated funds. Nearly all of the remaining expenditures will be related to
modest improvements at the cooperative’s generating units, with the exception of the
transmission expenditures noted above. The current capital plan does not incorporate any
major expenditures for additional environmental compliance.

Rates and Cost Structure

Pursuant to the terms of the WPCs and the indenture, the Big Rivers board is required to
review its wholesale rate at least annually and seek revisions to ensure covenant compliance,
as necessary. Any change in rates charged by Big Rivers is subject to the approval of the
KPSC.

Big Rivers Electric Corporation
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A number of factors mitigate the risks related to rate-regulation, including Big Rivers’ proactive
policies dictating annual reviews of the cooperative's annual budget and financial forecast. Big
Rivers seeks to anticipate the need for rate relief well in advance of any projected revenue
shortfall, given the anticipated seven-month time frame for KPSC approval and implementation
of rate increases.

The rate structure flexibility approved by the KPSC as part of the unwind has also improved the
timeliness of rate recovery. The KPSC has most notably implemented a fuel-adjustment clause,
which allows Big Rivers to track changes in fuel costs and adjust rates accordingly on a
monthly basis without further approval. The KPSC has aiso implemented an environmental
surcharge to recover costs related to programs limiting the emissions of coal-fired generation.

The very competitive cost structure exhibited by Big Rivers, and the resulting wholesale and
retail rates, among the lowest in the nation, are further mitigating regulatory risk. Although the
competitiveness of the cooperative’s wholesale and member retail rates are currently
subsidized as a result of the MRS credit, charges excluding the credit are still relatively
attractive. In 2010, Big Rivers reported a nonsmelter member wholesale rate of $36.35 per
MWh. Excluding the MRS credit, the rate was $44.26 per MWh, comfortably below the average
member revenue per MWh for cooperatives nationwide.

Member retail rates similarly remain equally competitive with the region’s other power suppliers,
and nationwide, largely due to low power costs. Retail rates for the smelters and Kenergy's
other large industrial customers averaged 4.4 cents per kWh in 2010, well below the Kentucky
state average of 6.0 cents per kWh. Residential rates across the membership are also solidly in
line with neighboring utilities as shown below.

Average Residential Electric Rate — April 2011

(Cents/kWh)

Kentucky Duke Energy  Louisville AEP East U.S. Average
Utilities (Including Kentucky Gas & (Excluding Kentucky Kentucky
Credits) Electric Credits) Power Power

Source: Big Rivers.

Big Rivers filed for a general rate increase of 6.85% with the KPSC on March 1, 2011.
Discovery, testimony, and public hearings were completed in July 2011, and a final order is
expected from the KPSC in August, with new rates effective Sept. 1, 2011. The filing also
seeks to redistribute certain costs across the various customer classes. Under the terms of the
KPSC order approving the unwind, Big Rivers was required to file a rate case within three
years of the closing. Big Rivers is filing for a rate increase sooner than expected, keeping with
the policies noted earlier, and in response to lower than anticipated off-system revenues.

The cooperative’s current financial forecast incorporates somewhat modest base rate
increases, but actual wholesale rates are projected to increase significantly over time, due to a
forecast increase in coal costs and the depletion of the MRS reserves. While the resulting 2019
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rates for the smelters and non-smelter members are still expected to be regionally competitive,
the higher cost of power to be borne by members may introduce some economic strain. The
cooperative's current forecast does not include the potential cost effect of further environmental
compliance, which would most likely introduce more strain.

Managing its power supply operations and the ultimate cost of its wholesale power in the wake
of escalating costs, diminishing reserves, and potentially burdensome environmental
regulations will be the single greatest challenge for Big Rivers, and the most important factor in
the cooperative’s future creditworthiness.

Financial Position

The significant changes in the operating profile of Big Rivers in recent years, particularly the
effect of the unwind, make the comparison of historical financial metrics difficult Fitch's
assessment of Big Rivers’ financial position is largely based on fiscal 2010 performance
against budget (the first full year of post-unwind operations) and the cooperative's projected
performance under both base case and stressed scenarios.

Financial performance for fiscal 2010 was relatively solid and virtually on budget. Operating
margins for the year were slightly lower than forecast ($51.3 million versus $54.6 million
forecast), as weaker wholesale prices for power were nearly offset by increased, but more
efficient, generation. Net margins for the year were almost exactly on budget ($7.0 million
versus $7.1 million budgeted). Actual figures reported by Big Rivers for TIER (1.14x), DSC
(1.47x), and equity to capitalization (32%) were also solidly in-line with forecast performance.

Fitch-calculated ratios for DSC (1.32x) and total debt to FADS (12.2x) were commensurate with
the current rating, and do not reflect the inclusion of withdrawals from the MRS reserve.
Including those revenues, the metrics improve to 1.78x and 9.0x, respectively. Metrics for cash
on hand (37 days, excluding the MRS reserves) and total liquidity on hand (109 days) were
somewhat low for the cooperative's operating profile.

Fitch has reviewed Big River's financial forecast, and believes the near-term targets are
achievable and based on reasonable assumptions. Maintenance of a TIER in excess of 1.0x,
coupled with the absence of significant capital expenditures and the anticipated refunding of
maturing debt, should allow the cooperative to gradually improve its liquidity and equity ratios
to levels commensurate for the current rating.

Fitch has also reviewed Big Rivers' sensitivity analysis, which assumes the loss of both
smelters at the end of 2012 and the sale of excess capacity at base case wholesale price
projections. Maintaining coverage and cash levels consistent with the cooperative’s goals
would require average base rates approximately 15% higher than the base case projections for
the period 2013-2017, based on the expectation that market-based sales can be executed. An
increase of this magnitude is not unreasonable, but would likely strain the members and draw
scrutiny from the KPSC. The current rating adequately reflects these risks.

Debt

At Dec. 31, 2010, Big Rivers reported total long-term debt of $817.0 million, the largest portion
of which is the Rural Utilities Service (RUS) Series A note for $558.7 million, which has a final
maturity of 2021, but requires payments of $60 million in 2012 and $200 million in 2016 as
negotiated with the RUS. The cooperative's remaining long-term debt includes a RUS Series B
note for $116.2 million, maturing in 2023, and two series of County of Ohio, KY, tax-exempt
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pollution control bonds, series 1983 and series 2010 A, totaling $58.8 million and $83.3 miilion,
respectively.

The series 2010 A bonds were remarketed in June 2010 as fixed-rate bonds, with a final
maturity of July 2031. The series 1983 bonds are currently held as bank bonds by the liquidity
provider (Dexia Credit), bear interest at a variable rate, and mature in June 2013. As with the
scheduled 2012 and 2016 RUS payments, Big Rivers expects to refinance the series 1983
maturity, introducing a moderate degree of refinancing risk, and reinforcing the importance of
continued access to the capital markets. Fitch believes this risk is manageable.

Liquidity

Big Rivers maintains lines of credit totaling $100 million with CoBank, ACB ($50 million), and
National Rural Utilities Cooperative Finance Corporation ($50 million), which provide additional
liquidity for operations. The current lines of credit expire in 2012 and 2014, respectively, and

are expected to be renewed upon expiration.

Member Cooperatives

The consolidated financial profile of the Big Rivers membership has improved marginally in
recent years, and is supportive of the cooperative’s rating. For the year ended Dec. 31, 2010,
the members reported consolidated operating income before depreciation, interest, and taxes
of $37.3 million on total revenues of $482.2 million, and an aggregate ratio for debt service
coverage of 1.84x, as calculated by Big Rivers. The improved performance is due, in part, to
the approval of rate increases at both Jackson Purchase and Kenergy. At year-end 2010, the
members reported total net worth of $131 million, and an aggregate ratio of equity to
capitalization of 35.9%. A summary of aggregate metrics for 2008-2010 is provided below.

Big Rivers Member Aggregate Financial Metrics

Big Rivers Electric Corporation
August 31, 2011

($ Mil) 2008 2009 2010
Operating Revenues 434.0 0 4228 - 482.2
Operating income Before Depreciation, interest, and Taxes 28,5 30.8 : 37.3
DSC() o 146 1.52 1:84
TIER (x) 1.37 1.44 211
Net:Debt 220.1 236.7 233.9
Total Margins Plus Equities 111.9 117.9 131.0
Equity/Capitalization (%) S =337 : 33.2 35.9
DSC ~ Debt service coverage. TIER ~ Times interest earned ratios.
Source: Big Rivers.
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Financial Summary — Big Rivers Electric Cooperative

August 31, 2011

($000, Fiscal Years Ended Dec. 31) 2006 2007 2008 2009 2010
Cash Flow (x) ] )
Debt Service Coverage 2.93 2.64 1.24 113.62 21,78
Adjusted Debt Service Coverage with General Fund Transfer 293 2.64 1.24 3.52 1.78
Coverage of Full Obligations : 2.01 1.87 1.19 288 1.49
Liguidity
Days Cash On-Hand 257 275 98 78 37
Days Liquidity On Hand 297 302 130 201 109
Leverage
Debt/Funds Available for Debt Service (x) 7.6 SHT0 73 2.3 9.0
Equity/Capitalization (%) (26.0} (19.6) (17.5) 309 318
Equity/Adjusted Capitalization (%) (18.4) (13.4) (13.3) 252 26.6
Net Debt/Net Utility Piant (x) 1.04 1.00 1.10 0.73 072
Other (%)
Operating Margin 342 29.7 34.6 149 9.7
General Fund Transfer/Total Revenue 0.0 0.0 0.0 0.0 0.0
Capex/Depreciation 30.3 55.2 66.3 157.4 1134
Income Statement
Total Operating Revenues 258,588 - 329,870 273,181 373,360 527,324
Total Operating Expenses 170,260 231,836 178,542 317,668 476,072
Operating Income 88,328 98,034 94,639 55,692 - 61,282
Adjustment to Operating Income for Debt Service Coverage 50,176 53,963 47,075 37,951 40,384
Funds Available for. Debt Service 138,504 151,997 141,714 362,180 1:.91,636
Total Annual Debt Service 47,277 57,559 114,211 102,849 51,453
Balance Sheet ) )
Unrestricted Funds 96,143 148,914 38,903 60,290 44,780
Restricted Funds 186,690 192,932 — 243,225 217,562
Total Debt 1,053,034 1,061,737 . 1,039,120 848,552 826,996
Equity and/or Retained Earnings (217,371) (174,137) (154,602) 379,392 386,575
Source: Fitch Ratings and CreditScope.
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FITCH RATES BIG RIVERS ELECTRIC CORP., KY'S 2010A
POLLUTION CONTROL REV RFDG BONDS 'BBB-'

Fitch Ratings-New York-12 May 2010: Fitch Ratings assigns a 'BBB-' rating with a Stable Outlook
to the $83.3 million County of Ohio, KY's pollution control refunding revenue bonds, series 2010A,
Big Rivers Electric Corporation Project.

New Issue Details:

Big Rivers is issuing the pollution control refunding revenue bonds, series 2010A to refund the
outstanding series 2001A periodic auction rate securities. The new debt will be in the fixed-rate
mode and is expected to mature in 203 1.

RATING RATIONALE:

--The 'BBB-' rating and Stable Outlook reflect Big Rivers Electric Corporation's (Big Rivers)
low-cost power resources and competitive retail rates. Sufficient liquidity in the form of cash
reserves established as a part of the unwind from E.ON will provide rate stability over the next few
years.

--Also factored into the rating is Big Rivers' heavy customer concentration. The two aluminum
smelters served by Big Rivers accounted for approximately 46% of capacity and 52% of sales in
fiscal 2009.

--Customer concentration risk is somewhat mitigated by the all-requirements contracts with its three
distribution cooperative members and the fact that Big Rivers has transmission access to a number
of regional transmission organizations to sell surplus power as needed and should a large load be
reduced. As the transmission expansion projects are completed, the customer concentration risk
should decline further.

--Based on financial projections, Big Rivers appears to have sufficient cash flow and cushion in the
form of excess reserves and debt service coverage. In the event of a smelter shutdown, debt service
coverage and maintenance of healthy reserves would require larger and more frequent rate increases
as well as increased dependence on excess power sales than projected in the base case scenario.

--If there is a smelter closure, there is risk associated with Big Rivers' ability to pass on higher costs
to members. Given the low rates enjoyed by members, Big Rivers appears to have room to pass on
higher than anticipated rate increases and still maintain rates comparable to other regional utilities.
--Limited fuel diversity and dependence on coal could result in future cost increases as
environmental regulations are developed regarding fossil fuel.

--Big Rivers is subject to the Kentucky Public Service Commission's (PSC) regulations. To date the
relationship with the PSC has been favorable; however, this additional oversight could delay the
timing or amount of necessary rate increases, leaving the generation and transmission (G&T)
cooperative with less financial flexibility. Favorably, fuel costs and environmental costs can be
passed-through to customers through members without the need for PSC approval. Fitch will
continue to monitor any PSC decisions and the potential impact as Big Rivers plans for future rate
increases.

KEY RATING DRIVERS:

--The transmission expansion projects are well underway and Phase I was completed in April 2008.
The second phase is now scheduled to be completed in 2011. While six months behind the original
schedule, it does not appear to face material opposition and completion of the project is expected to
further mitigate some of the customer concentration risk. Fitch will continue to monitor the
progress of the transmission expansion projects.

--The rating and Outlook reflect what appears to be a favorable outcome of the unwind transaction
with E.ON. Sufficient financial reserves and strong all-requirements contracts with its members
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serve to balance the concerns over customer concentration to the smelters and dependence on the
sale of excess power. Fitch will monitor Big Rivers' ability to generate sound financial metrics.
Negative rating implications from declines in non-smelter member sales, weak surplus energy sales,
or constrained smelter operations, could put downward pressure on the rating should financial
margins and liquidity deviate materially from financial projections.

SECURITY:
The bonds are secured by a mortgage lien on substantially all of the owned tangible assets of the
corporation which includes the revenue generated from the sale or transmission of electricity.

CREDIT SUMMARY:

Big Rivers is a G&T cooperative based in Henderson, Kentucky. In 2009, Big Rivers re-acquired
operating control of its coal-fired generation fleet from E.ON through the unwind transaction.
Under operations by E.ON, all of the main generating units were well maintained and retrofitted
with the latest air pollution control equipment. Big Rivers now supplies 1,828 megawatts (MW) of
low-cost wholesale electric and transmission service to its three electric distribution cooperative
members: Meade County Rural Electric Cooperative Corporation, Jackson Purchase Energy Corp.
and Kenergy Corporation. Combined, these members provide service to approximately 112,000
retail customers that are located in 22 western Kentucky counties.

Since Fitch's initial rating, Big Rivers has successfully completed the unwind transaction and has
worked on integrating outside operations into its existing infrastructure. Compensa.ion from E.ON
as a part of the unwind transaction, has allowed Big Rivers to establish reserves and build its equity
as anticipated. While 2009 financial results were strong, they were also skewed by the unwind
transaction. Fitch believes 2010 financials will better reflect the performance of the restructured
entity. Additionally, the use of ACES Power Marketing should help manage the utility's off-system
power sales and could result in a benefit to financial performance.

Applicable criteria available on Fitch's web site at 'www.fitchratings.com' include:

--'Revenue-Supported Rating Criteria' (Dec. 29, 2009)
--'Public Power Rating Guidelines’ (June 11, 2009).

Contact: Eric V. Espino +1-212-908-0574 or Chris Jumper +1-212-908-059, or Karl Pfeil, III,
+1-212-908-0516, New York.

Media Relations: Cindy Stoller, New York, Tel: +1 212 908 0526, Email:
cindy.stoller@fitchratings.com.

Additional information is available at 'www.fitchratings.com'.

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 PUBLIC WEBSITE "WWW.FITCHRATINGS.COM'. PUBLISHED
RATINGS, CRITERIA AND METHODOLOGIES ARE AVAILABLE 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.

Case No. 2012-00535
Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 2 of 2


mailto:stoller@fitchratings.com
http://WWW.FITCHRATINGS.COM

Moobpy’s
INVESTORS SERVICE

Issuer Comment: Big Rivers Electric Corporation -- Credit Opinion

Global Credit Research - 07 Feb 2013

Rating Drivers

» Increased need for rate increases and dependence on off-system sales following contract
termination notices from two aluminum smelters

» Rates subject to regulation by the Kentucky Public Service Commission (KPSC)

» Revenues from electricity sold under long-term wholesale power contracts with member
owners

» Ownership of generally competitive coal-fired generation plants; pursuing environmental
compliance plan approved by regulators; environmental cost surcharge in place

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 113,000 residential, commercial, and
industrial customers in 22 Western Kentucky counties.

Recent Events

Effective February 6, 2013 we 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 Ba1 from Baa2 and the rating remains under review
for downgrade. The rating action primarily reflects significantly increased financial and
operating risks for Big Rivers due to the January 31, 2013 announcement by Alcan
Corporation that its subsidiary, Alcan Primary Products Corporation (Alcan) issued a 12-
month notice to terminate its power contract with BREC. This announcement came on the
heels of the August 20, 2012 announcement by Century Aluminum Company that its
subsidiary, Century Aluminum of Kentucky (Century) issued a 12-month notice to terminate
its power contract with Big Rivers for its Hawesville, Kentucky smelter. See press release of
February 6, 2013 posted to moodys.com for further details relating to this action.

Rating Rationale

The Ba1 senior secured rating considers credit risk related to the fact that Big Rivers' largest
member owner, Kenergy Corp., makes a high concentration of its sales to two aluminum
smelters (Century and Alcan), both of whom face credit challenges due to the significant
volatility in both metal prices and demand. In addition, these smelters have served notice of
intent to terminate their respective power purchase arrangements with Big Rivers, consistent
with requirements for a one-year notice period and meeting other conditions to do so. Big
Rivers' rating is further constrained because its rates are regulated by the KPSC, which is
atypical for the G&T coop sector. Big Rivers' credit profile also reflects the financial benefits of
several steps it took 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 $100 million were established to improve

liquidity.
Detailed Rating Considerations

High Smelter Load Concentration; Credit Challenge Tied to Anticipated Loss Of Smelter Load
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Under historical operating conditions, the two smelters served by Kenergy have been
consuming approximately 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. This risk was
magnified in August 2012 and most recently in January 2013 when each of the two smelters
(Century and Alcan), gave notice to terminate the power purchase contract with Big Rivers.
Under the terms of the contract, termination of the contract requires the terminating party to
give notice to Big Rivers of their decision twelve months prior to the planned termination date.
During the twelve month period, each of the terminating parties (Century and Alcan, in this
case) must continue to make payments to Big Rivers over the 12 month period. Under the
Century contract, the 12 month period ends in August 2013 while the 12 month period ends in
January 2014 under the Alcan contract. Aithough Century and Alcan are required fo pay base
energy charges as defined in their respective agreements with Big Rivers) for power (482
MW and 368 MW, respectively, at 98% capacity factor) during the 12-month notice periods,
neither one is required to continue operating their smelter plants.

Following this development, Big Rivers is evaluating a number of options to mitigate the
substantial loss in smelter load. While challenges exist for the cooperative to implement
some of the mitigation strategies, the near completion of several of Big Rivers' multiple
transmission capacity upgrade projects undertaken in recent years will enhance Big Rivers'
ahility to sell electric output in the wholesale market. To that end, 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 termination notices from Century and Alcan.

Improved Balance Sheet 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 U.S. LLC and Western Kentucky Energy Corp. At the same time, Big Rivers
terminated other agreements and entered into various new arrangements whereby it has
been seliing to Kenergy 850 MW in aggregate for resale to the two aluminum smelters. This
arrangement represents a concentration of load risk for Big Rivers, which is now exacerbated
by the contract termination notices served by the two aluminum smelters. Still, there were key
credit positives resulting from consummation of all the unwind transactions 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 miillion 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 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,
Rivers targets a minimum TIER of 1.24 times, which is above the level required under its
financial covenants. Under current market conditions and given contract termination notices
from the two aluminum smelters, Big Rivers has filed for rate relief as it anticipates that the
TIER will otherwise drop below the 1.24 times target should the contracts with Century and
Alcan 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
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coal-fired plants. Total power capacity is about 1,824 MW, including rights to about 197 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
reasonable 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 outcome versus the approximate $30 million rate increase
that was requested. The net effects of various appeals in this case decision resulted in the
Kentucky PSC largely reaffirming its decision in January 2013; importantly, some corrections
to calculations resuited in an approximately $1 million increase to the previously approved
revenue amount. The rate increase is intended to bolster wholesale margins, address
increased depreciation costs, administrative costs tied to joining the MISO, and maintenance
costs incurred during generation plant outages.

Following this rate case outcome, Big Rivers filed a rate case with the KPSC on January 15,
2013, seeking approval for a $74.5 million rate increase. While the substantial majority of this
sizable request is due to impending load loss when Century's notice period expires, additional
amounts would make up for declining margins from off system sales and other cost
pressures. The actual percentage rate impact would vary by customer class and we note the
availability of funds in the economic and rural economic reserve accounts that can be used to
offset the significant impact for the non-smelter customer classes through credits to the fuel
adjustment clause and the environmental surcharge. Since filing its rate case in January, Big
Rivers has responded to additional data requests from the KPSC and is requesting that new
rates become effective August 20, 2013. If the case is not decided by then, Big Rivers would
be permitted under state statutes to implement the rate increase, subject to refund, pending a
final KPSC decision in the rate case. Given the recent contract termination notice from Alcan,
we expect that Big Rivers will file another rate case later this year for rate increases to take
effect by January 31, 2014.

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 continue as the contracts were extended by an additional
20 years to December 31, 2043 when the unwind of transactions were completed in 2009.
From a historical perspective, the relatively low cost power provided under the contracts
mitigated the credit risk that would typically stem from member disenchantment. However, we
believe going forward the pending rate case filed in January and another case likely to follow
raise the specter for member unrest as the level of requested increases is quite substantial in
the January filing alone. The currently overall sound member profile helps provide a degree of
assurance of this revenue stream, which is integral to servicing Big Rivers' debt.

Liquidity
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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. As of September 30, 2012 Big
Rivers had approximately $113 million of cash and temporary investments and it had about
$45 million of unused capacity available under the NRUCFC facility. The NRUCFC facility has
a condition that precludes use of the facility upon termination of a contract with either of the
smelters, so Big Rivers is negotiating amendment and extension of this facility ahead of
August 20, 2013, to ensure it maintains access to the facility. The CoBank facility has a
condition that precludes use of the facility when termination notice is provided, so Big Rivers
plans to address this through negotiation of an amendment to re-establish access. Some of
the cash on hand will be used to repay the impending $58.8 million tax-exempt debt maturity
due June 1, 2013, We anticipate that Big Rivers will internally fund its maintenance capex and
management indicates that there may be some flexibility in that budget; however, we
understand that the cooperative is arranging funding for environmental related capex, which is
currently estimated to be about $60 million during 2013-2014. Beyond the June 2013 maturity,
Jong-term debt maturities are very modest amortizations of existing debt around $21 million to
be paid in quarterly instaliments.

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 and as noted above is currently
unavailable given the contract termination notices served. There are no applicable rating
triggers in any of the facilities that could cause acceleration or puts of abligations; however, a
ratings based pricing grid applies. We understand that Big Rivers will pursue steps to amend
and extend existing bank credit facilities to shore up liquidity as it copes with credit challenges
going forward.

Structural Considerations

As part of the unwinding of various transactions completed in 2009, Big Rivers replaced 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
terms 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 accommaodation, 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
persistent questions about the availability of funds under the federally subsidized RUS 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 contract termination notices
from the two aluminum smelters.

What Could Change the Rating - Up

In light of the rating review for possible downgrade and the uncertainty at Big Rivers that
persists following the announcements by Century and Rio Tinto, the rating is not likely to be
upgraded or stabilized in the near term.

What Could Change the Rating - Down

Several factors are likely to cause us to further lower Big Rivers' rating including our
assessment of the likelihood of success in implementing the numerous mitigation strategies
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on the drawing board. Of particular interest to the rating review is the degree to which Big
Rivers' future financial results will depend upon the margins from the unregulated wholesale
power market through both short-term and long-term off-system sales as well as our
assessment of the cooperative's ability to secure needed rate increases from the non-
smelter member load. The rating could also be negatively affected should efforts to shore up
external liquidity sources fail to meet our understanding of Big Rivers' near-term objectives.
Further, downward rating pressure could occur should environmental capital requirements
increase substantially particularly with the lack of a clear regulatory mechanism in place.

Other Considerations

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 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 of Ba1 reflects the unique risks
relating to Big Rivers' load concentration to the smelters, the smelter termination notices and
the fact receipt of the notices will not impact cash flow until August 2013 (Century) and until
January 2014 (Alcan).

Contacts Phone
Kevin G. Rose/New York 12125530389
Walter J. Winrow/New York 12125537943
Chee Mee Hu/New York 12125533665

Moobpy’s

INVESTORS SERVICE

© 2013 Moody's Investors Service, Inc. and/or 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 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 RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE 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

Case No. 2012-00535
Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 5 0f 6



MAKE ITS OVWN STUDY AND EVALUATION OF EACH SECURITY THAT 1S UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

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
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY 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 be 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, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S INANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCQ"), 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 more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License
of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 857AFSL. 336969 and/or Moody's Analytics
Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be 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. MOODY'S 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 clients. It would be dangerous for retail clients to
make any investment decision based on MOODY'S credit rating. If in doubt you should contact your financial or other
professional adviser.

Case No. 2012-00535

Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 6 of 6


http://www.moodvs.com

Mooby’s

INVESTORS SERVICE

Rating Action: Moody's downgrades rating of County of Ohio, Kentucky (Big Rivers
Electric Corporation Project) to Ba1 from Baa2; rating remains under review for
further downgrade

Global Credit Research - 06 Feb 2013

$83.3 million of securities affected

New York, February 06, 2013 -- 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 Ba1 from Baa2. The rating, which had been placed under review for downgrade on August
21, 2012, remains under review for further downgrade.

"The rating downgrade related to the aforementioned bonds, which were previously issued by the county on behalf
of Big Rivers Electric Corporation (BREC), reflects the significantly increased financial and operating risks for
BREC due to the January 31, 2013 announcement by Alcan Corporation that its subsidiary, Alcan Primary
Products Corporation (Rio Tinto Alcan) issued a 12-month notice to terminate its power contract with BREC", said
Kevin Rose, Vice President-Senior Analyst. This announcement follows the August 20, 2012 announcement by
Century Aluminum Company that its subsidiary, Century Aluminum of Kentucky issued a 12-month notice to
terminate its power contract with BREC. Both announcements cite that smelter operations at Rio Tinto Alcan's
Sebree smelter and Century's Hawesville smelter are not economically viable with current contract power rates
and under current market conditions. "On a combined basis, one of BREC's three member-owners, Kenergy
Corp., has been serving the two aluminum smelters comprising roughly two-thirds of BREC's annual energy sales
and accounting for just under 60% of its system demand and in excess of 60% of annual revenues", Rose added.

Despite the fact that BREC will continue receiving revenues from base energy charges over the respective 12
month notice periods (ending August 20, 2013 in the case of Century and January 31, 2014 in the case of Rio Tinto
Alcan), the rating remains under review for downgrade, reflecting the uncertainty concerning BREC's mitigation
strategies under consideration, including whether BREC will obtain approval from the Kentucky Public Service
Commission (KPSC) for significant rate increases to address anticipated revenue shortfalls. 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. In addition to monitoring the recently filed
request for a rate increase at the KPSC, the rating review will also consider BREC's prospects for mitigating the
impact from the termination notices through other steps, including through shoring up liquidity, entering into bilateral
sales arrangements; making short-term off system sales in the wholesale market; participating in the capacity
markets; temporarily idling generation and reducing staff; and possibly selling generating assets.

BREC filed a rate case with the KPSC on January 15, 2013, seeking approval for a $74.5 million rate increase.
While the substantial majority of this sizable request is due to impending load loss when Century's notice period
expires, additional amounts would make up for declining margins from off system sales and other cost pressures.
The actual percentage rate impact would vary by customer class and we note the availability of funds in the
economic and rural economic reserve accounts that can be used to offset the significant impact for the non-
smelter customer classes. Since filing its rate case in January, BREC has responded to additional data requests
from the KPSC and is requesting that new rates become effective August 20, 2013. If the case is not decided by
then, BREC would be permitted under state statutes to implement the rate increase, subject fo refund, pending a
final KPSC decision in the rate case.

In terms of liquidity, BREC has a cash balance in excess of $100 million available to repay its impending $58.8
million tax-exempt debt maturity on June 1, 2013 and external liquidity is currently comprised of $100 million of
multi-year revolving credit facilities evenly split between National Rural Utilities Cooperative Finance Corporation
and CoBank. Maintaining bank facilities to supplement its internally generated cash flow in the face of existing
challenges will be integral to BREC's credit profile going forward.

In light of the rating review for possible downgrade and the uncertainty at BREC that persists following the
announcements by Century and Rio Tinto, the rating is not likely to be upgraded or stabilized in the near term.
Several factors are likely to cause us to further lower BREC's rating including our assessment of the likelihood of
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success in implementing the numerous mitigation strategies on the drawing board. Of particular interest to the
rating review is the degree to which BREC's future financial results will depend upon the margins from the
unregulated wholesale power market through both short-term and long-term off-system sales as well as our
assessment of the cooperative's ability to secure needed rate increases from the non-smelter member load. The
rating could also be negatively affected should efforts to shore up external liquidity sources fail to meet our
understanding of BREC's near-term objectives. Further, downward rating pressure could occur should
environmental capital requirements increase substantially particularly with the lack of a clear regulatory
mechanism in place.

Big Rivers Electric Corporation is an electric generation and transmission cooperative 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 approximately 113,000 residential, commercial,
and industrial customers in 22 Western Kentucky counties.

The principal methodology used in this rating was U.S. 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

For ratings issued on a program, sefies or category/class of debt, this announcement provides certain regulatory
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class 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 certain 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 certain 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 issuer/entity page for the
respective issuer on www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for
each credit rating.

Kevin G. Rose

Vice President - Senior Analyst
Infrastructure Finance Group
Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

USA

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Chee Mee Hu

MD - Project Finance
Infrastructure Finance Group
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Releasing Office:
Moody's Investors Service, Inc.
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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 RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR
DEBT-LIKE SECURITIES. MOODY'S DEFINES CREDIT RISKAS 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 WATH 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.

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
SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, INANY 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 be 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
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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 INANY 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 more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder
Affiliation Policy."

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License
of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics
Australia Pty Lid ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to be provided only fo
"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. MOODY'S 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 clients. It would be dangerous for retail clients to
make any investment decision based on MOODY'S credit rating. If in doubt you should contact your financial or other
professional adviser,
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Issuer Comment: Big Rivers Electric Corporation -- Credit Opinion

Global Credit Research - 22 Aug 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

» 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 113,000 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
of Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers
Electric Corporation Project) to Baa2 from Baa1. Concurrently, the rating for the bonds, 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, 2012 announcement by Century Aluminum
Company (Caat senior unsecured; stable) that its subsidiary, 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 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 of its sales to two aluminum
smelters (Century Aluminum Company: senior unsecured Caa1; 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 conditions.
As noted above, Century exercised this option effective August 20, 2012. 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 $100 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 aiso 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 fransactions and in 2009 completed a
series of other steps to terminate another lease and other long-term transactions previously
involving E.ON U.S. 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 miillion 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 1.24x target should the
contract 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 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.

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 fo 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 outcome 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 continue 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 A1 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 A category 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) o 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 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 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 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 significant portion of its 5.75% RUS Series Anote, fund a portion of its capital
expenditures and to replenish its $35 million Transition Reserve balance. Approximately $235
miflion 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 replaced 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
terms 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

Case No. 2012-00535

Attachment to Response for AG 1-57
Witness: Billie J. Richert

Page 4 of 7



persistent questions about the availability of funds under the federally subsidized RUS 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 2.3x 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
wouild 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 U.S. 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 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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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 RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
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.

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 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 paossibility 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 be 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, 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 ("MCQO"), 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 MCO of more than 5%, is posted annually at www.moodys.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 be 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 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
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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Rating Action: Moody's downgrades rating of County of Ohio,

Kentucky (Big Rivers Electric Corporation Project) to Baa2 from Baa1;
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 Corporation (BREC), was placed under review for further downgrade.

RATINGS RATIONALE

The rating actions primarily reflect increased financial and operating risks for BREC due to the August 20, 2012
announcement by Century Aluminum Company (Caa1 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 of 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 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.

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 contracts were exiended 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 Corp; and Meade County Rural Electric Cooperative Corporation. These member system cooperatives
provide retail electric power and energy to approximately 112,000 residential, commercial, and industrial customers
in 22 Western Kentucky counties.

The principal methodology used in this rating was U.S. 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 5FA, UK, in
accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 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.moodys.com.

For ratings issued on a program, series or category/class 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 category/class 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 @ manner that
would have affected the rating. For further information please see the ratings tab on the issuer/entity 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 Investors Service information.

Moody's considers the quality of information available on the rated entity, obligation or credit satisfactory for the
purposes of issuing a rating.

Moody's adopts all necessary measures so that the information it uses in assigning a rating is of sufficient quality
and from sources Moody's considers to be 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 www.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 MCO 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 www.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 issuer/entity 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.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal entity
that has issued the rating.

Case No. 2012-00535

Attachment to Response for AG 1-57
Witness: Billie J, Richert

Page 2 of 5


http://www.moodys.com
http://www.moodys.com
http://w.moadys.com
http://www.moodys.com
http://www.moodys.com
http://www.modys.com
http://www.moodys.com
http://www.moadys.com
http://www.maodys.com

Kevin G, Rose

Vice President - Senior Analyst
Infrastructure Group

Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

US.A

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

A.J. Sabatelle

Senior Vice President
Infrastructure Group
JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

Releasing Office:

Moody's Investors Service, Inc.
250 Greenwich Street

New York, NY 10007

US.A

JOURNALISTS: 212-553-0376
SUBSCRIBERS: 212-553-1653

MoobDy’s
INVESTORS SERVICE

© 2012 Moody's Investors Service, Inc. and/or 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
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 RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
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.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH iINFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
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DISSEMINATED, REDISTRIBUTED 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 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 be 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, 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 ("MCQ"), 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 more than 5%, is posted annually at www.moodys.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 be 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 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 whoily owned by Moody’s Overseas Holdings
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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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Rating Action: Moody's assigns Baa1 rating to County of Ohio, Kentucky bonds to be issued on
behalf of Big Rivers Electric Corp.

Global Credit Research - 10 May 2010
$83.3 million of securities affected

New York, May 10, 2010 -- Moody's Investors Service assigned a Baa1 senior secured rating to a proposed offering of $83.3
million of County of Ohio, Kentucky (the county) Pollution Control Refunding Revenue Bonds (Big Rivers Electric Corporation
Project) to be issued on behalf of Big Rivers Electric Corporation (BREC). The rating outlook for BREC is stable. Proceeds
from the issuance of these bonds will be used to refund $83.3 miliion in aggregate principal amount of PCRBs, Series 2001A
(Big Rivers Electric Corporation Project) outstanding, which were previously issued on behalf of BREC by the county. The prior
bonds were Periodic Auction Reset Securities that were insured as to the payment of principal and interest when due by
Ambac Assurance Corporation. The Baa1 rating for the proposed offering represents the relative standing of the PCRBs as
standalone senior secured obligations of BREC, ranking on parity with all of BREC's existing debt under its first mortgage bond
indenture dated as of July 1, 2009, as supplemented and amended.

At the same time, Moody's notes that BREC may decide to deliver the bonds with an unconditional senior unsecured guaranty
from National Rural Utilities Cooperative Finance Corporation (NRUC: senior unsecured A2; stable outlook). Under this
scenario, the NRUC guaranty would result in a rating of A2 for the proposed PCRBs, consistent with NRUC's current senior
unsecured debt rating, and BREC's senior secured debt rating of Baa1 would become the underlying rating for the proposed
PCRBs.

"The Baa1 senior secured rating for BREC considers the financial benefits of several steps it took to unwind a lease and other
transactions with E.ON U.S. LLC and two affiliates (E.ON) 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 $100
million were established to improve liquidity" said Vice President, Kevin Rose. BREC and E.ON completed the unwinding of
the transactions effective July 16, 2009. "Revenues generated from competitively priced power sold under long-term wholesale
contracts with the three member owners should continue to generate FFO to interest and debt metrics in support of the Baa1
senior secured rating level, while capital expenditures are largely met with internally generated funds”, Rose added.

A significant constraint to BREC's rating is that one of its member owners, Kenergy Corp., makes a high concentration of its
sales to two aluminum smeilters (Century Aluminum Company and Rio Tinto Alcan), 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 conditions. BREC's rating is further
constrained because its rates are regulated by the Kentucky Public Service Commission, which is atypical for the cooperative
sector and can sometimes pose challenges in implementing timely rate increases when needed to recover higher costs of
service.

The stable rating outlook for BREC is based on its successful completion of the unwind transactions, thereby improving its
financial profile and repositioning itself to continue efficiently meeting the needs of its members in the future.

Under the potential scenario where NRUC's senior unsecured guaranty forms the basis for the rating of the PCRBs, we note
that NRUC's A2 senior unsecured debt rating is based on its high quality asset portfolio; an excellent competitive position that
includes an ability to raise margins on member loans; a strong frack record in managing credit restructurings; an improved risk
management program and a declining exposure to the more volatile telecommunications sector. The rating also takes into
account NRUC management's attempts in recent years to reduce the degree of single obligor exposure within the loan
portfolio; the company's reliance on capital markets to fund its lending business, continuing high leverage and the challenges
associated with managing certain problem loans.

The stable rating outlook for NRUC incorporates our view that modest loan growth among rural electric cooperatives will help
maintain strong asset quality within the loan portfolio. To that end, we believe that the telecom portfolio, a source of loan
portfolio weakness, will continue to represent less than 10% of the total loan portfolio. The stable outlook factors in NRUC's
plans to lower leverage through the offering of member capital securities and through the change in NRUC's patronage
retention cycle, and incorporates an expectation that NRUC will maintain sufficient liquidity as well as access to private
sources of funding to mitigate the firm's reliance on wholesale funding.

For more information on NRUC, please refer to the Analysis dated December 10, 2009 and the most recent Credit Opinion
dated December 9, 2009. Both can be found on moodys.com under the National Rural Utilities Cooperative Finance
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Corporation heading.

The principal methodology used in rating BREC is U.S. Electric Generation & Transmission Cooperatives, published in
December 2009 and available on www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings
tab. Other methodologies and factors that may have been considered in the process of rating this issuer can also be found in
the Rating Methodologies sub-directory on Moody's website.

The last rating action for BREC was July 14, 2009 when Moody's assigned a (P)Baa1 senior secured rating to proposed
PCRBs representing a standalone senior secured obligation of BREC.

The principal methodologies used in rating NRUC are U.S. Electric Generation & Transmission Cooperatives, published in
December 2009 and Rating Methodology: Analyzing the Credit Risks of Finance Companies, published in October 2000, and
both are available on www.moodys.com in the Rating Methodologies sub-directory under the Research & Ratings tab. Other
methodologies and factors that may have been considered in the process of rating this issuer can also be found in the Rating
Methodologies sub-directory on Moody's website.

The last rating action for NRUC was November 24, 2009 when the ratings were affirmed with a stable rating outiook.

Big Rivers Electric Corporation is an electric generation and transmission cooperative 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 more than 111,000 residential, commercial, and industrial customers in 22 Western Kentucky counties.

Based in Herndon, Virginia, National Rural Utilities Cooperative Finance Corporation is a private, not for profit cooperative
association exclusively serving rural electric, service, and telecommunication utilities. The principal purpose of the company is
to provide its members with a source of financing to supplement the loan programs of the Rural Utilities Service of the United
States Department of Agriculture.
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© 2013 Moody's Investors Service, Inc. and/or 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 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 RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT
COMMITMENTS, OR DEBT OR DEBT-LIKE 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
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MOODY'S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS AND MOQDY'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.

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 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
MOQDY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from sources believed by it to be
accurate and refiable. Because of the possibility of human or mechanical error as well as other factors, however, all information contained
herein is provided "AS 1S" 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 Moady's considers to be 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,
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 more than 5%, is posted annually at
www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director and Shareholder Affiliation Policy.”

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services License of MOODY'S
affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105
136 972 AFSL 383569 (as applicable). This document is intended to be 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.
MOODY'S 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 clients. It would be dangerous for retail clients to make any investment decision based on
MOODY'S credit rating. If in doubt you should contact your financial or other professional adviser.
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CREDIT OPINION Big Rivers Electric Corporation

Henderson, Kentucky, United States

Table of Contents: Key Indicators [1]
RATING DRIVERS 1 2008 2007 2006 2005
CORPORATE PROFILE 1 TIER [2] 1.5 17 1.5 14
SUMMARY RATING RATIONALE 2
DETAILED RATING CONSIDERATIONs 2 DSCR[2] 12 18 16 18
LIQUIDITY 4 FFO / Interest 18 2.1 1.9 1.8
STRUCTURAL CONSIDERATIONS S FrO/Debt % P - yr
RATING OUTLOOK 5
WHAT COULD CHANGE THE Equity / Capitalization 7% 6%  -21%  -26%
RATING - UP 5 Net Operating Margin 35% 30% 34% 2%
WHAT COULD CHANGE THE
RATING - DOWN 5 . . R ) ) .
1] All ratios calculated in accordance with M s Electric G&T Cooperative Rating Methodology using Moody's standard adjustments
OTHER CONSIDERATIONS ¢ U ool P " &y using Moody’ justmen
[2] Moody's definitions may differ from indenture covenants
Analyst Contacts:
NEW YORK 12125531653 Rating Drivers
Kevin G. Rose 212.553.0389
V- Senior Analyst »  Stronger balance sheet resulting from deleveraging following the unwinding of 1998
Kevin Rose@moodys.com vintage transactions
Witliam L. Hess 212.553.3837 .
Team Managing Director »  Ownership of competitively advantaged coal-fired generation plants

William Hess@moudys.com e . . .
»  High industrial concentration to two aluminum smelters

»  Rates subject to regulation by the Kentucky Public Service Commission {KPSC)

»  Substantial revenues from electricity sold under long-term wholesale power contracts
with member owners

Corporate Profile

Big Rivers Electric Corporation is an electric generation and transmission cooperative
(G&T) headquartered in Henderson, Kentucky and owned by its three member system
This Credit Opinion provides an in-depth distribution cooperatives— ‘Jackson Pux:chasc Energy Corporation; Kenergy Corp; and
discussion of ceedit rating(s) for Big Rivers Meade County Rural Electric Cooperative Corporation. These member system cooperatives
Electric Corparation and should be read in provide retail electric power and energy to more than 111,000 residential, commercial, and

conjunction with Moody's most recent . . . .
Credit Opinion and rating information industrial customers in 22 Western Kentucky counties,

available on Moody's website.
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Summary Rating Rationale

The (P)Baal senior secured rating considers 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 $100 million were established to improve liquidity. Revenues generated from
competitively priced power sold under long-term wholesale contracts with the three member owners
should continue to generate FFO to interest and debt metrics in support of the rating level, while
capital expenditures are largely met with internally generaced funds. Big Rivers’ senior secured racing is
a notch below the median A3 senior most rating for the sector.

A significant constraint to Big Rivers” rating is that one of its member owners, Kenergy Corp., makes
high concentration of its sales to two aluminum smelters (Century Aluminum Company: Corporate
Family Rating Caa3; stable outlook and Rio Tinto Alean: senior unsecured rating Baal; stable
outlook), both of whom face credic 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. Big Rivers' rating is further
constrained because its rates are regulated by the KPSC, which is atypical for the G&T coop sector.

Detailed Rating Considerations

Unwind Of Historical Transactions Completed; Financial Flexibility Improved

In 2008, Big Rivers bought ouc 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
U.S, 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 now sells to Kenergy 850 MW in aggregate for resale to the two
aluminum smelters. This arrangement reintroduces a concentration of load risk for Big Rivers. Key
credit positives resulting from consummation of 2ll the unwind transactions are as follows: elimination
of Big Rivers' deficit net worth, with equity expected to be close to $379 million when December 31,
2009 financial statements are published (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 Secvice (RUS) and to establish $252.9 million of reserves.
The reserves were comprised of: a $157 million Economic Reserve for future environmental cost
increases; a $35 million Transidon Reserve to mitigate potential costs if the smelers 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 exhaustion of the Economic Reserve,

As part of the unwind process, Big Rivers completed the buyouc of leveraged leases with Bank of
America and Phillip Morris Capital Corporation (PMCC) during 2008. Among the positive credit
effects of the buyouts were removal of $§922 million of defeased obligations (about $735 million of
which was off-balance sheer), and removal of exposure to Ambac, albeit at a net cost of $120 million,
including a $12 million PMCC note. We note, however, that part of the cash payment from E.ON
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upon consummation of unwinding all the various transactions included full reimbursement of Big
Rivers' lease buyout costs, and the $16 million remaining deferred loss on reacquired debt was written
off.

Under a contract times interest earned ratio (TIER) arrangement with the ewo smelters, Big Rivers is
targetting to maintain a minimum TTER of 1.24x, which would leave ample cushion under its
financial covenants and positioning itself favorably among its similarly rated peers. Under current
market conditions, we expect that Big Rivers would file for rate rellef as necessary, In the event that
TIER drops below the 1.24x target, exclusive of the non-recufring effects from the unwind transaction.

Coal-Fired Plants Represent Valuable Assets Even As Environmental Costs Loom

Big Rivers owns generating capacity of about 1,444 megawates (MW) in four substantially coal-fired
plants. Total power capacity is about 1,833 MW, including rights to about 212 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 wholesale rates to members around
$36 per MWh, which eranslates to member retail rates to residential custoners around 7 cents per

kWh.

Because Big Rivers is substantially dependent on coal-fired generation, it faces a high degree of
uncertainty associated with the form and substance of future environmental legislation, the timing for
implementation, and the amount of related costs to comply. We view this as more of a medium-term
issue at this time and note that the Economic Resetve 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 regularion 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, We do not anticipate any filing for general rate increases by Big Rives in 2010,
although we would not rule out additional revenues gencrated under the fuel adjustment clause and
through use of a portion of the various reserve funds. The KPSC issued an order on March 6, 2009
requiring Big Rivers to file for a general review of its financial operations and rates by July 16, 2012
(i-e. three years from the closing of the unwind transaction). We understand that management intends
to comply with this mandate by filing its case with the KPSC in mid-2011 so that new rates would be
effective January 1, 2012, Big Rivers’ existing depreciation study and tariffs have been in place since
July 1998 and September 1997, respectively.

Wholesale Power Contracts Are A Linchpin To Sound Credit Profile

The substantial revenues derived under Big Rivers” long-term wholesale contracts with its members
will continue as the contracts were extended by an additional 20 years to December 31, 2043 when the
unwind of transactions were completed in 2009. The low cost power provided under the contracts
makes member disenchantment unlikely, even in the face of potential rate increases in the medium to
longer term due to environmental compliance costs. The currently overall sound member profile
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provides assurance of this revenue stream, which is integral to servicing Big Rivers’ debt. The potential
for further 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
credic from an Al rated financial institution { or some other form acceptable to Big Rivers) under
certain circumstances.

Concerns About Potential Loss Of Smelter Load Cannot Be Ignored

Under historical operating conditions, the two smelters served by Kenergy can be expected to consume
over 7 million MWh of energy annually, representing a substantial load concentration risk. As noted
above, this risk is a significant constraint to Big Rivers’ rating, making its operating and risk profile
rather unique compared to peers. At this stage either of the two smelters could serve 2 one-year notice
of termination of their contract at any time. However, if one smelter has given notice prior to the
completion of the transmission capacity upgrade the other smelter may not give a termination notice
with an effective date prior to December 31, 2011. Given the cost effective power being provided by
Big Rivers to allow Kenergy to service this load, we do not currently expect the smelters to exercise this
option. Moreover, Big Rivers’ current plans to join MISO, the ongoing expansion of its own
transrmission lines and legislation to permit sales to non-members, when coupled with the low cost of
the power, should enhance Big Rivers’ ability to move excess power off system in the event that the
smelters cancel their contracts or otherwise reduce load due to curtailment of aluminum production
due to market and economic conditions. Indeed, during 2009, Century Aluminum of Kentucky
arranged for the orderly curtailment of one of its five potlines, pending improvement in economic
conditions. Century Aluminum’s potline remains shut down and Big Rivers has moved to sell into the
open market the approximately 87 megawatts of capacity it would otherwise be providing to Kenergy
for service to the one Century Aluminum pot line.

Liquidity

Since July 2009, Big Rivers has been supplementing 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, which expire on July 16, 2014 and July 16, 2012, respectively, replaced the smaller $15
million facility previously provided by NRUCFC, which was terminated upon completion of the
unwind transactions in 2009. 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 as credit positive.
We understand chat as of December 31, 2009 there were no borrowed amounts outstanding under the
bank facilities, but $5.7 million of letters of credit were issued and outstanding, Based on Big Rivers’
increase in available bank credit, our understanding thar an unrestricted cash balance near $60 million
is likely to be reported when 12/31/2009 financial statements are published, and assuming cash flow
from operations in 2010 of approximately $61 million and no change in management's current policy
of not returning any patronage capital to members, we expect Big Rivers to have sufficient means to
meet its anticipated short-term working capital needs, capital expenditures (approximately $41
million) and scheduled principal repayments (approximately $14 million) over the next four quarters.
The quality of the alternate liquidiry provided by the bank revolvers benefits from the multi-year tenor
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 and we expect that to
remain so in the foreseeable future. Additionally, the NRUCEC 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
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rating triggers in any of the facilities that could cause acceleration or puts of obligations; however, a
ratings based pricing grid applies.

Structural Considerations

Prior to completion of the unwind transactions in 2009, substantially all of Big Rivers’ assets were
subject to the lien of an RUS mortgage; however, certain tax exempt debt of Big Rivers and any
outstanding amounts under the previously existing $15 million secured NRUCFC line of credit
enjoyed a super priority of payment claim and lien on assets under the then existing RUS mortgage
over RUS. As part of the unwinding of various transactions completed in 2009, Big Rivers replaced the
previously existing RUS mortgage with a new senior secured indenture. The new senior secured
indenture re-established RUS and all senior secured debt holders on equal footing in terms of priority
of claim and lien on assets. The new senior secured indenture also 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 borrow from RUS, if they choose to do so. Given
persistent questions about the availability of funds under the federally subsidized RUS loan program,
we consider the added flexibility of the new sentor secured indenture to be credit positive.

Rating Outlook

The stable rating outlook is based on Big Rivers’ successful completion of the unwind transactions,
thereby improving its financial profile and repositioning itself to continue efficienty meeting the needs
of its members in the future,

What Could Change the Rating - Up

Given the rating constraints linked to customer load concentration at Kenergy, rate regulation, and
looming pressures tied to environmental issues, a rating upgrade is unlikely in the foreseeable future.
Changes to eliminate rate regulation of cooperatives in Kentucky could coneribute 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 2.3x and 8%, respectively, on
average.

What Could Change the Rating - Down

Loss of significant load (i.e. the smelters) that is not otherwise compensated for through off system
power sales could contribute to a negative action, as would lack of regulatory support for substantial
and timely recovery of costs, In terms of credit metrics, if FFO to interest and debt falls below 2x and
6%, respectively, for a sustained period of time, then rating pressure could result.
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Other Considerations

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 appears below and is based on historical data through December 31, 2008. We plan to
further update this mapping and the Credit Opinion once more current data chrough December 31,
2009 becomes available. Meanwhile, the Indicated Rating for Big Rivers’ senior most obligations
under the Methodolagy is Baa2 and relies on the aforementioned historical quantitative data and
qualitative assessments. In particular we note that the Baa2 rating is significantly influenced by the
weak standing for the factors relating to dependence on purchased power, the percentage of residential
sales, and equity as a percentage of capitalization. We hold a more favorable prospective view of some
of those factors, especially given the 2009 completion of the unwind transactions. This view will likely
generate a higher Indicated Rating for Big Rivers under the Methodology when the more current data
is incorporated going forward. Nevertheless, the unique risks relating to Big Rivers load concentration
to the smelters will likely persist and continue to constrain its rating level in the fature,

Rating Factors
U.S. ELECTRIC GENERATION & TRANSMISSION COOPERATIVES Aua Aa A Baa Ba 8
Factor 1: % Member Load Served and Regulatory Status (20%) X
Factor 2: Rate Flexibility (20%)
a) Board Involvement / Rate Adjustment Mechanism (5%) X
b) Purchased Power / Sales (5%) X
) New Build Capex / Net PP&E {5%) X
d) Rate Shock Exposure (5%) X
Factor 3: Member / Owner Profile (10%)
a) Residential Sales / Total Sales (5%) X
b) Members' Consolidated Equity / Capitalization (5%) X
Factor 4: 3-Year Average Financial Metrics {40%)
a) TIER {5%) X
b} DSC (5%} X
¢) FFO / Debt (10%)

d) FFO / interest (10%)

e} Equity / Capitalization (10%) X
Factor 5: Size (10%)

a) MWh Sales (5%)

¢) Net PP&E (5%)

Rating:
a) Indicated Rating from Methodology Baaz2
b) Actual Rating Assigned ~ {P) Baal
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@ Rating Action
14 JUL 2009
Rating Actlon: Ohlo (County of) KY

Moody's assigns (P)Baa1 to County of Ohio, Kentucky bonds to be lssued on behalf of Big Rivars Electric
Corp.

Approximately $83.3 million of securities affected

New York, July 14, 2009 - Moody's Investors Service assigned a (P)Baa1 senior secured rating to a
proposed offering of $83.3 miltion of County of Ohio, Kentucky Pollutlon Controi Revenue Refunding Bonds
{Blg Rivers Eleciric Carporation Project) to be lssued on behalf of Blg Rivers Electric Corporation (Big
Rivers). The rating outiook for Blg Rivers Is stable, Proceeds from the Issuance of these bonds will be used
to refund $83.3 million in aggregate principal amount of Pollution Control Refunding Revenue Bonds, Series
2001A (Blg Rivers Electric Corporation Project) outstanding, which were previously Issued on behalf of Big
Rivers by the County of Ohio, Kentucky. The prior bonds were Periodic Auction Reset Securities that wera
insured as to the payment of principal end interest when due by Ambac Assurance Corporation, The
proposed offering of bonds will represent standalone senlor sacured obligations of Big Rivers Electric
Corporation, ranking on parity with all of Big Rivers’ existing debt under Its first morigage bond indenture.

*The (P)Baa1 rating reflacts anticipated financial benefits to Blg Rivers of & series of steps belng taken to
unwind a lease and other transactions with E.ON U.S. LLC and two affiliates (E.ON), Including an
expactation that the cooperative's current deficit net worth will tum substantially positive, cash receipts wili be
utifized to reduce existing debt, and two new committed bank credit facilities aggregating $100 milllon will be
astablished to improve liquidity®, sald Vice President, Kevin Rose. Subject to mesting the remaining requirsd
conditions established by the Kentucky Public Service Commission (KPSC), Big Rivers and E.ON expect to
complate the unwinding of the transactions by July 16, 2008. Under this scenario, the above proposed
financing is expected to occur In late 2008. "Revenues generated from competitively priced powsr sold under
long-tarm wholesale contracts with the three membsr owners of Big Rivers should also continue to generate
FFO to Interest and debt matrics in support of the (P)Baa1 rating level, while capital expenditures are largely
met with intemally generatad funds®, Rose added.

Moody's further notes a significant constraint to Big Rivers' rating Is the fact that one of its member cwners,
Kenergy Corp., makes a high concentration of its sales to two aluminum smelters, both of whom currently
facs cradit challenges due to the significant fall off In both metal prices and demand, which have options to
terminate their respective power purchase arrangements beginning on December 31, 2010, subject to one-
yeor notice, Although revialons to certaln original agreements between E.ON and one of the fwo aluminum
smaeltars (Century Aluminum of Kentucky, a2 wholly owned subsidiary of Century Aluminum Company) that
woera required to facilitate Century's participation in the unwind transaction actually provide some additional
assurances for both Century and Big Rivers at least until December 31, 2010, Moody's remains cautious In
monitoring this exposure. n addition, Big Rivers’ rating Is constrained because it is subject to regulation by
the Kentucky Public Service Commisslon, which Is atyplcal for the cooperative sector and can sometimes
pose challengas in implementing timely rate Increases when nesded to recover higher costs of service.

The principal methodology used in rating Big Rivers Electric Corporation was U.S. Electric Generation &
Transmission Cooperatives, which can be found at www.maodys.com in the Credit Pollcy & Methodologles
directory, in the Ratings Methodologles subdirectory. Other methodologies and factors thet may have been
c?nsidenad in the process of rating this Issuer can also be found in the Credit Pollcy & Methodologies
directory.

The last rating action was June 1, 2009 when Moody’s withdrew the {P)Baa1 rating initially assigned on
March 13, 2009, which reprasenled the first ime that Moody's had assigned a rating to bonds representing a
standalone obligation of Big Rivers. The June 1, 2009 rating withdrawal followed a decision by Century
Aluminum, not to proceed as originally planned with thelr contractual role in a series of steps to unwind the
existing lease agreements between Big Rivers and E.ON U.S, LLC. Since then, the afcrementioned contract
revisions allowad for Century to re-astablish its role and aliow the unwind transaction and Big Rivers' planned
financing to move forward.

B8ig Rivars Elsctric Corporation {s an electric generation and transmission cooperative headquarterad In
Henderson, Kentucky and owned by its three member system distribution cooperatives~ Jackson Purchase
Energy Corporation; Kenergy Corp; and Meade County Rural Elactric Cooperative Corporation. These
member system cooperatives provide retall electric power and energy o more than 111,000 residential,
commercial, and industrial customers in 22 Western Kentucky counties.
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CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MiS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS 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 ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES IT8 CREDIT RATINGS
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,

© Copyright 2009, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S"). All rights resarved.

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED 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 obtalned by MOODY'S from sources believed by it to be accurate and rellable. Because of the
possibility of human or mechanical error as well as other factors, however, Such Information is provided “as Is" without warranty
of any kind and MOCDY'S, in particular, makes no representation or warranty, express or implled, as to the accuracy, imeliness,
completeness, merchantabllity or fitness for any particular purpose of any such Information, Under no drcumstances shall
MOODY'S have any ilabllity to eny person or entity for (2) 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 cutside the contro! of MCODY'S or
any of its directors, officers, employees or agents In connection with the procurement, collection, compliation, analysis,
interpretation, communication, publication or delivery of any such information, or (b) eny direct, Indirect, speclal, consequential,
compensatory or Incidental damages whatsaever (Including without Uimitation, lost profits), even If MOODY'S is advised in
advance of the possibiiity of such damages, resulting from the use of or inability to use, any such information. The credit ratings
and finandlal reporting enalysls observations, if any, constituting part of the infarmation 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
segurities, 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. Each rating or other apinion must be weighed solely as one factor in any
investment dedsion made by or on behalf of any user of the information contained herein, and each such user must accordingly
make its own study and evaluation of each security and of each issuer and guarantor of, and each provider of credit support for,
each security that it may consider purchasing, hotding or selling,

MOODY'S hereby distioses that most issuers of debt securities (induding corporate and municipal bonds, debentures, notes and
commercial paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to MOODY'S for
appralsal and rating services rendered by it fees ranging from $1,500 to approximately $2,400,000. Moody's Corporation (MCO)
and its wholly-owned credit rating sgency subsidiary, Mondy's Investors Service (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 entlties who hold ratings from MIS and have aiso publicly reportad to
the SEC an ownership interest in MCO of more than 5%, is posted annually on Moody's website at www.moodys.com under the
heading “Shareholder Relations « Corperate Governance - Director and Shareholder Affiliation Policy.”
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Summary:
Big Rivers Electric Corp., Kentucky
Ohio County; Rural Electric Coop

Big Rivers Electric Corp. ICR
Long Term Rating ; *'BBB-/Negative Affirmed
Ohio kCnty, Kentucky
Big Rivers Electric Corp,, Kentucky
Ohio Cnty (Big Rivers Electric Corp.) poll ctrl rfdg rev bnds (Big Rivers Elec Corp Proj) ser 2010A
Long Term Rating BBB-/Negative Affirmed

Rationale

Standard & Poor's Ratings Services has revised its outlook on Big Rivers Electric Corp., Ky, (BREC) and Ohio County,
Ky.'s $83.3 million pollution control refunding 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-' 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 fixed costs. 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, 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 $110 million 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 two-thirds of BREC's 2011 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 2011 operating revenues and Alcan, 24%. About 80% of BREC's 2011 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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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 2011, Kenergy's 9.4 million MWh sales were 8x greater than the sum of the other two
members' MWh sales. About 86% of Kenergy's 2011 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 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 the distribution utility and BREC without penalty if they provide one-year's notice and

cease operations.

BREC plans to file 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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sales of surplus energy in wholesale markets in 2011. It sold 3 million MWh of surplus wholesale power into the
market for $100.4 million in 2011.

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-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 Rural Utilities Service loans and the
Ohio County honds. 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 2011, 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 2012 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

2015 principal payments.

Ohio 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 1.45x in 2010 and 1.65x in 2011 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 2011'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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Big Rivers Electric Corp. ICR

Long Term Rating BB-/Negative , Downgraded
Ohio Cnty, Kentucky ' '
Big Rivers Electric Corp., Kentucky .
Ohio Cnty (Big Rivers Electric Corp.) poll ctrl rfdg rev bnds (Big Rivers Elec Corp Proj) ser 2010A

Long Term Rating BB-/Negative Downgraded

Rationale

Standard & Poor's Ratings Services has lowered to 'BB-' from '‘BBB-' its rating on Big Rivers Electric Corp., Ky., (BREC)
and Ohio County, Ky.'s $83.3 million pollution control refunding revenue bonds, series 2010A (Big Rivers Electric
Corp. Project) issued for Big Rivers' benefit. The outlook is negative.

The downgrade reflects our assessments of the issuer's obligations' heightened vulnerability to nonpayment after the

following developments that we view as eroding the strength and stability of the utility's revenue stream:

o In August 2012, BREC's leading customer issued a 12-month notice to terminate its contract. The notice covers
Century Aluminum Co.'s 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 fixed costs. The utility has accepted the termination notice. Century accounted
for 36% of BREC's 2012 operating revenues.

e After the utility filed a rate case with the Kentucky Public Service Commission (KPSC) Jan. 15, 2013, and requested
rate relief that would, among other things, reallocate costs borne by Century to its remaining customers, a second
smelter, Rio Tinto Alcan Inc. (Alcan), issued a 12-month notice to terminate its power contract with BREC. Alcan's
Jan. 31, is effective January 2014. The notice covers the company's Sebree smelter, which accounted for 28% of
BREC's 2012 operating revenues. BREC's rate filing proposed raising Alcan's rates 16%.

e We believe that losing these two loads will deprive the utility of the substantial anchors that have supported much of
its fixed costs. Moreover, we view the extent to which the KPSC will approve reallocating costs to remaining
customers as uncertain.

» We believe it might be too onerous for remaining customers to assume the fixed costs that the smelters have
historically borne, particularly because many of the counties that BREC serves have income levels that are 20%-30%
below the national median household effective buying income.

« If BREC looks to competitive market sales to mitigate load losses, it is our view that sales in competitive wholesale
markets could expose the utility to substantial price and volume uncertainty, which is inconsistent with sound credit
quality. Moreover, BREC depends almost exclusively on coal units, which also could constrain market sales
opportunities. Coal has accounted for close to 90% of its power sales and its coal units are not as economical as
competing natural gas-fired resources that are benefiting from the fuel's low prices.
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¢ Although the utility has about $60 million of unexpended bond proceeds available to retire its $58.5 million of
pollution control bonds that are maturing in June, an eroding customer base might frustrate access to capital
markets to replenish those funds. The utility reports the speculative grade rating will not lead to an acceleration of
obligations outstanding.

e Big Rivers reports it deferred maintenance in 2012 to control expenses. Although it does not plan to defer
maintenance in 2013, it is revisiting its capital program pending more certainty as to the timing and extent of rate
relief.

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 2011, Kenergy's 9.4 million megawatt-hour (MWh) sales were 8x greater than the sum of
the other two members' MWh sales. About 86% of Kenergy's 2011 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 take-or-pay power contracts with Kenergy. However, the contracts allow the smelters to
terminate their obligations to the distribution utility and BREC without penalty if they provide one-year's notice and

cease operations.

Because the KPSC must approve requests for rate adjustments, the utility and its member distribution cooperatives are
distinguishable from many other cooperative utilities that have autonomous ratemaking authority. The KPSC also
regulates BREC's members' rates.

The utility is 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. Big Rivers 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 the smelters' share of costs. 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.

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 2011. It sold 3 million MWh of surplus wholesale power into the
market for $100.4 million in 2011.

Big Rivers' concentration in 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-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 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.
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The debt portfolio exhibits uneven amortization. BREC repaid $14.2 million of principal in 2010. In 2011, it was
required to repay $7.3 million of principal, but also used $35.0 million of transition reserve money to accelerate
principal reduction. The utility replenished the transition reserve in 2012 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 later. 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

2015 principal payments.

Ohio 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 1.45x in 2010 and 1.65x in 2011 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 2011'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 close.

Outlook

The negative outlook reflects our view that the largest customers' termination notices could degrade BREC's financial
performance and credit quality during our one-year outlook horizon. We believe there is significant uncertainty
vis-a-vis the extent and timeliness of rate relief, particularly as substantial blocks of fixed costs need to be reallocated.
We will monitor the progress of the rate case to assess whether further rating action is appropriate. We believe the
customers' notice could 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 further 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 U.S. Cooperative Utilities, Nov. 21, 2007

Temporary telephone contact information: David Bodek (917-992-6466); Jeffrey Panger (646-369-4067).
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Complete ratings information is available to subscribers of RatingsDirect on the Global 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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Credit Profile

US$83.3 mil poll ctrl rfdg rev bnds (Big Rivers Elec Corp Proj) ser 2010A due 07/15/2031

Long Term Rating - BBB-/Stable New
ICR
Long Term Rating BBB-/Stable New
Rationale

Standard & Poor's Ratings Services has assigned its 'BBB-' issuer credit rating to Big Rivers Electric Corp. (BREC) and
its 'BBB-' long-term rating to Ohio County, Ky.'s $83.3 million pollution control refunding revenue bonds, series 2010A
(Big Rivers Electric Corporation Project). The outlook is stable.

Ob* “ounty is selling the bonds for the benefit of BREC, which plans to use bond proceeds to refund auction rate

se s that represent a portion of its $848 million of debt obligations. We understand that the financing structure
obligates BREC to unconditionally pay the county's bonds' debt service and issue a note to the county providing it with a
security interest in BREC's assets under its mortgage indenture. The Ohio County bonds' security interest will be on par
with the utility's senior-secured debt.

BREC and Ohio County might decide to sell the bonds with a guarantee from National Rural Utilities Cooperative
Finance Corp. (A/Negative/A-1). If the bonds carry such a guarantee, we will review the guarantee and the rating on the
bonds to reflect any benefits that may follow.

The ratings reflect our view of the following credit weaknesses:

e \We believe that BREC's extreme level of customer concentration and its leading customers' credit profiles
represent meaningful credit exposures. The cooperative relies on two customers for about 68% of energy sales to
members and 62% of total energy sales. These two customers are aluminum smelters with operations that are
vulnerable to economic cycles.

e |n our opinion, the take-or-pay features of the retail power sales contracts between BREC distribution
cooperative, Kenergy Corp., and the smelters are weak because the smelters can terminate their BREC
obligations on one-year's notice.

e The cooperative and its member distribution cooperatives are subject to state rate regulation that distinguishes
BREC from many other cooperatives that have autonomous ratemaking authority. Rate regulation could
potentially expose the utilities' financial performance to delayed rate relief or cost disallowances, particularly if
BREC needs to reallocate the smelters' shares of fixed costs to its nonsmelter customers.

The cooperative relies on sales of surplus energy in uncertain wholesale markets to augment its revenue stream
and support its financial obligations.
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~ Although BREC plans to add transmission capacity to increase physical access to wholesale markets, the
projects are behind schedule. Moreover, we believe the utility lacks the certainty of firm contractual transmission
arrangements, which could frustrate the surpius power sales BREC would need to make if the smelters
meaningfully reduce operations or close.

¢ Nearly one-third of BREC's debt either does not amortize before maturity or has limited amortization, which
skews debt service coverage ratios. Using bullet maturities can inflate debt service coverage compared with
cooperatives that use amortizing debt exclusively. Bullet maturities could also present refinancing risk.

e In July 2009, BREC regained operational control over generation assets it had not operated for more than a
decade. The absence of a full fiscal year of generation operations creates uncertainties particularly because $538
million of nonrecurring gains from the E.ON transaction unwind in 2009 were critical to that year's sound financial
performance.

We believe these strengths temper the exposures:

e BREC reduced debt to $848 million from $1.04 billion using proceeds of the lease unwind transaction and
achieved a lower debt balance than the $872 million of debt it projected before the transaction.

e It applied a portion of the lease unwind proceeds to building equity.

e BREC projects what we view as sound debt service coverage of 1.5x or greater during five years, but we believe
the cooperative needs strong coverage levels as a cushion against losing the smelters or reductions in smelter
demand that could impair financial performance.

e BREC projects fully funding $222 mitlion of 2010-2013 capital needs from operating cash flow. However, in our
opinion, if sales of surplus power are made at depressed power prices or adverse economic conditions reduce
smelter loads that create more surplus energy, the utility could need additional debt to support capital spending
requirements.

In our opinion, the long-term wholesale power contracts between BREC and its three member distribution
cooperatives provide a measure of revenue stream security.

¢ Members have exclusive rights to sell electricity in defined territories.

e We believe that BREC's members' retail rates are competitive and they could contribute to financial flexibility.
However, members' favorable rates depend on the smelters' operating at high load factors that help absorb high
fixed costs. Rate levels also benefit from the subsidies that $200 million of rate mitigation reserves provide.

Henderson, Ky.-based BREC is a generation and transmission (G&T) cooperative that produces and procures electricity
for sale to 3 member distribution cooperatives and their more than 111,000 retail customers. It relies on two aluminum
smelters for nearly two-thirds of operating revenues, which erodes revenue stream stability and predictability and
distinguishes the utility from most cooperative utilities that generally earn high percentages of revenues from residential
customers. Moreover, BREC projects that it needs to sell surplus energy into competitive wholesale markets to support
its financial obligations. Although the cooperative projects nonmember revenues will represent about 10% of operating
revenues during five years, reductions in the smelters' operations and electricity consumption could lead to greater
market reliance. Declines in wholesale market electricity prices due to weak natural gas prices or abundant supplies
could erode margins from market sales and place upward pressure on the costs that the utility's nonsmelter customers
bear.

Outlook

The stable outiook reflects our expectations that the strong debt service coverage BREC projects could provide a
financial cushion to service debt obligations under adverse conditions that could arise from the operational, financial and
regulatory challenges the utility faces. We believe management needs to actively oversee these challenges to preserve
credit quality.
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C <tomer Concentration Creates Concerns

V. clieve that BREC's extreme level of customer concentration and it leading customers' credit profiles represent
meaningful credit exposures. The utility uses its power plants to produce and sell wholesale electricity. Its principal
customers are its three member distribution cooperatives that resell the electricity to their nearly 110,000 retail
customers. BREC is projecting that only two of the 110,000 customers will account for about 60% of its revenues. These
two, Rio Tinto Alcan (Alcan; BBB+/Stable/A-2) and Century Aluminum Co. (B/Negative/--}, are aluminum smelters whose
operations and financial performance are exposed to extreme commodity price volatility. We believe these companies'
economic viability hinges on aluminum prices, and the economy's strength, among other things. BREC expects Century's
electricity purchases to provide about 36% of its revenues, which meaningfully exposes the cooperative's financial
performance to a single speculative-grade customer's cash flows.

if Alcan or Century ceased operations at their Kentucky facilities, BREC would need to sell surplus electricity in
competitive wholesale markets in a bid to recover substantial portions of its fixed costs. If the smelters reduce their
operations, the cooperative will need to sell the resulting surplus energy in the market for the smelters' benefit. The
several agreements that BREC, its distribution cooperative member, Kenergy, and the smelters signed provide that
certain profits from market sales following curtailment inure to the smelters' benefit. The agreements also provide that the
smelters must cover the cooperative's losses resulting from market sales following curtailment.

Given Century's weak credit quality, its ability to make up shortfalls is questionable. If the smelters terminate operations,
their BREC cbligations end. While the cooperative might retain profits from off-system sales in this scenario it will also
bear the risk of losses.

We believe that selling electricity in wholesale markets to cover debt service presents meaningful credit challenges
because wholesale market sales represent speculative and unpredictable revenue streams. Wholesale markets expose
u to volatile prices, competing market participants, operational uncertainties such as acquiring physical access to
tra....nission capacity, and potentially higher liquidity needs.

Retail Power Sales Contracts
We believe that the take-or-pay features of the retail power sales contracts between BREC distribution cooperative,
Kenergy, and the smelters are weak.

Kenergy is one of BREC's three member distribution cooperatives. It resells BREC electricity to the smelters under 14~
year power supply contracts. These contracts have take-or-pay elements that require the smelters to pay for specific
quantities of energy, irrespective of whether they need it. Yet we believe that these contracts’ take-or-pay features are
weak and do not provide meaningful credit protections. For example, the smelters can terminate their contracts without
penalties if they close their Kentucky facilities.

Financial Performance
We believe BREC's financial performance could suffer if the Kentucky PSC does not provide timely rate relief or
disallows costs, particularly if BREC needs to reallocate the smelters’ shares of fixed costs to its nonsmelter customers.

In our view, if the smelters close their operations and BREC cannot fully recoup the smelters' share of fixed costs through
surplus electricity sales in competitive wholesale markets, BREC's nonsmelter retail customers might need to bear
substantial additional costs. The cooperative will not have control over revenues if it needs to sell electricity in
competitive wholesale markets to compensate for eroded smelter activity. Moreover, it can only recover shortfalls from
the nonsmelter retail customers if it and its distribution cooperative members can obtain rate relief from the Kentucky
PSC.

Ui. . many other cooperative utilities, BREC and its member distribution cooperatives cannot autonomously raise rates
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to ond to increasing costs or to reallocate costs. The Kentucky PSC regulates these utilities' wholesale and retail

el. ity rates. Rate regulation presents credit concerns because rate proceedings can be lengthy and delay cost
recovery. Moreover, rate-regulated utilities do not have cost recovery guarantees. Nevertheless, in recent rate
proceedings, the Kentucky PSC provided BREC's distribution cooperatives with rate relief that was closely aligned with
the utilities' requests. Also, the commission took steps in connection with the lease termination that we view as
supporting credit quality, including directing E.ON to fund rate stabilization accounts benefiting the cooperative members'
nonsmelter, retail customers.

We believe that BREC's 2010 nonsmelter member wholesale rates of $36 per megawatt-hour (MWh) indicate there is
capacity for further rate increases as necessary to reallocate costs to the cooperative's nonsmelter customers.

Generation Assets Could Pose Problems

We helieve that BREC's few, vintage, coal-fired generation assets present operational exposures that can affect financial
performance. The cooperative sells the electricity it produces at its seven owned coal plants and the two coal plants it
operates that are owned by Henderson's Municipal Power and Light utility. BREC operates and has contractual rights to
nearly 1,800 MW of generation capacity. lts and Henderson's power plants range in age from 23 to 40 years, with a
weighted average age of 32 years, based on contributions to overall generating capacity.

BREC's wholesale electric rates include automatic fuel and purchased power cost adjustment mechanisms that we
believe mitigate some credit concerns surrounding the mature fleet's ability to serve native load customers reliably.
These true-up mechanisms shift some of the operational risks of operating older units to the smelter and nonsmelter
customers by making them responsible for replacement power costs if units are not running.

While the fuel adjustment is an automatic, formulaic, monthly adjustment, the purchased power cost adjustment is only

H atic for the smelters. Before they are eligible for recovery in rates, the PSC must review the power purchase costs
BkeC incurs on behalf of its nonsmelter customers. All costs recoverable under the adjustment mechanisms are subject
to PSC prudence reviews.

There is a two-month lag for the fuel adjustment clause between when costs are incurred and when the cooperative
recovers the member portion through rates. Similarly, the purchase power adjustment for the smelters also entails a two-
month cost recovery lag. The purchase power adjustment covering the smelters applies to only approximately two-thirds
of the costs. The remaining one-third of the purchase power adjustment cost is deferred as a regulatory account for
recovery in base rates in a general rate case. The utility projects that its next general rate application will be during 2011
and rate adjustments from that case will go into effect in 2012.

Some of BREC's plants have high heat rates. Its fleet's heat rates range from 10,600 BTU per kilowatt-hour (kWh) to
13,382 BTU per kWh with a weighted average heat rate of 11,100, reflecting the small percentage of the fleet with the
highest heat rates. We are concerned that portions of the fleet might not dispatch to support market sales that
compensate for losses of smelter sales.

BREC projects using coal to produce 95% of the electricity it sells, exposing the utility and its customers to potentially
higher operating costs as the regulation of carbon and other emissions progresses. The plants' heat rates contribute to
carbon intensity in the range of 1.1 tons of coal per MWh. Their ages, heat rates, and carbon intensity raise questions
about their ability to compete against potentially more efficient and less carbon-intensive units in wholesale markets if the
smelters reduce or end their cooperative electric purchases. In our view, the extent of carbon regulation will determine
the effects of this level of carbon intensity on BREC's production facilities' economics.

P se aluminum smelting is a carbon-intensive process, we believe a combination of costly carbon constraints on
& wm production and carbon charges levied on the smelters' electricity purchases could impair their operations and
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he’  -nthe likelihood that BREC's generating assets might have to compete in wholesale markets.

Transmission Expansion Plans

Although BREC plans to add transmission capacity for physical access to wholesale markets, we believe it lacks the
certainty of firm contractual transmission arrangements that can facilitate surplus power sales if the smelters reduce
operations or close.

The Kentucky PSC approved transmission capacity additions that will increase capacity by about 51%, or 468 MW.
BREC projects its transmission upgrades will cost a moderate $5.3 million. Yet we believe the cooperative's ability to
remarket the smelters' power still presents credit concerns.

BREC's transmission upgrades are behind schedule and until completed, the utility lacks sufficient capacity to market the
smelters’ power if both sharply reduce or discontinue operations. Even once completed, we believe that the cooperative's
lack of firm contractual access rights could frustrate its ability to move power across others' transmission systems,
including, the Tennessee Valley Authority (TVA) system. BREC only has contracts for 100 MW of firm transmission
capacity across the TVA system. Management views the high cost of securing firm transmission access for a contingent
exposure as unwarranted. The utility has physical interconnections with other power markets beyond TVA, such as the
Midwest Independent System Operator and the Southwest Power Pool. However, BREC's electricity needs to cross
TVA's transmission system to access key markets such as Southern Co. and Entergy Corp. Lack of transmission access
due to fully loaded lines during peak periods could frustrate the cooperative's ability to capture the most robust power
prices for surplus power it might need to sell if it loses smelter loads.

Potentially Lower Debt

BRFC. projects modest declining debt balances as it funds its 2010-2013 capital needs from operating cash flow. The
o] ative projects $222 million of capital spending in that period. it plans to fund these projects with internally
generated funds. The principal capital projects will add environmental controls to generation plants and enhance the
cooperative's fransmission system.

However, in our view, if BREC's makes its market sales of surplus power at depressed power prices or if adverse
sconomic or market conditions reduce smeiter loads and create more surpius energy, the utility could face additional
debt needs. Also, the Kentucky PSC's wholesale and retail rate adjustments for BREC and its member cooperatives will
determine the precise amount of debt that could be needed.

Power Contracts Provide Some Revenue Stability
in our opinion, the long-term wholesale power contracts between BREC and its three member distribution cooperatives
srovide a measure of revenue stream security.

The cooperative and its members extended their wholesale power sales contracts 20 years to 2043 in connection with
he E.ON lease unwind transaction. We view this long tenor as contributing to credit quality because we understand that
erms of wholesale power contracts between BREC and its members require the cooperative's three members to
surchase their electricity needs from BREC. Furthermore, the members have exclusive rights to sell electricity within
efined service territories, which shields the cooperative and its members from competition.

3REC's long-term wholesale power contracts also contribute to credit quality because they extend 20 years beyond its
jebt's final maturity. Debt outstanding matures by 2023, before the contracts with the smelters expire. However, the utility
rojects that upcoming refinancings will mature as late as 2039, which is within the term of the wholesale power contracts
»ut well beyond the smelter contracts' expiration. Debt that matures after the smelter contracts roll off could lead to

¥ 'ned wholesale market exposure, which we view as a credit weakness.
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Ge 1lly, lengthy requirements contracts, such as those of BREC, provide meaningful revenue predictability and credit
su. .. However, the cooperative's members' substantial reliance on two industrial loads that are vulnerable to
commodity price cycles erodes the contracts' credit support and distinguishes BREC from most other cooperative utilities.
Rate regulation also dilutes the benefits of the long-term wholesale power contracts since the cooperative, unlike most
others, cannot unilaterally impose additional costs on its captive customers, which could frustrate a reallocation of fixed
costs if it loses smelter loads. Also, BREC lacks control over prices for market sales it may need to make if the smelters'
operations falter, tempering the wholesale power contracts' benefits,

Highly Competitive Rates

We view BREC's members' retail rates as highly competitive, and they could contribute to financial flexibility.

Energy Information Administration data shows that the cooperative's members' retail rates compare very favorably with
average rates for the residential, commercial, and industrial sectors in Kentucky. Members' 2009 average residential and
commercial rates were about 11% below the state's average. Their average industrial rates were about 25% below the
state's.

We believe the smelters' high load factors are likely contributors to the favorable rate competitiveness because their high
electricity consumption provides a robust platform for spreading fixed costs over many MWhs. Here too, the exposure to
the smelters can become a liability if commodity prices or economic conditions compromise the smelters' operations.

Rates also benefit from the $200 million of rate mitigation reserves from the proceeds of the E.ON lease unwind
transaction. The utility plans to deploy an average $24 million of the reserves' balances each year through 2018 to
subsidize rate levels. The utility's forecast shows that this will enhance operating revenues by about 5% each year and
we believe that there could be meaningful upward rate pressure once the reserves are exhausted.

Dewc Service Coverage

BREC projects sound debt service coverage, but we believe losing the smelters could impair financial performance. The
cooperative projects robust coverage of 1.5x or greater during five years. These levels are stronger than those of many
other generation and transmission cooperatives. Yet they do not enhance the rating because we believe that BREC
needs robust coverage as a financial cushion against the potential fluctuations in its aluminum smelter customers'
performance.

The cooperative's base case financial forecast assumes stable smelter operations. BREC further assumes that
competitive wholesale markets could provide opportunities to earn higher revenues and achieve higher debt service
coverage because the negotiated smelter rates yield low margins.

Nhile we agree that wholesale markets may at times provide opportunities to reap windfalls, we believe that, on the
~hole, competitive wholesale market sales can erode financial margins. BREC faces considerable risks in wholesale
market activity. If it must compete in wholesale markets to sell a meaningful amount of its power plants' capability to
-‘ecover fixed costs, the cooperative, like other merchant generators, will need to find purchasers that can buy sufficient
slectricity to recoup the smelters' share of fixed costs. BREC must also secure enough transmission access to support
such sales. Transmission constraints during peak periods may frustrate the cooperative's ability to obtain the best prices
‘or its electricity. During hours when coal is on the margin, BREC might face depressed market prices. The collapse of
atural gas prices also places downward pressure on electricity prices.

Ne evaluated a number of stress scenarios with regard to potential financial resuits. These indicate that the cooperative's
inancial performance remains vulnerable to depressed market power prices if it loses all or meaningful portions of the
sm ' vt loads. To preserve its rating in such scenarios, the utility would likely need regulatory approval for substantially
iy ates for its non-smelter customers to shore up financial performance. The regulator will play an important role in
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de*  ‘ning credit quality if BREC needs to look to its nonsmelter customers to absorb fixed costs that the smelters
pre sly bore.
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Big Rivers Electric Corp. ICR
Long Term Rating BBB-/Stable i L Affirmed

Ohio Cnty, Kentucky
Big Rivers Electric Corp., Kentucky :
Ohio Cnty (Big Rivers Electric Corp.) poll ctrl rfdg rev bnds {Big Rivers Elec Corp Proj) ser 2010A
Long Term Rating BBB-/Stable Affirmed

Rationale

Standard & Poor's Ratings Services has affirmed its 'BBB-' issuer credit rating on Big Rivers Electric Corp., Ky., and
its 'BBB-' long-term rating on Ohio County, Ky.'s $83.3 million pollution control refunding revenue bonds, series
2010A (Big Rivers Electric Corp. Project). The outlook is stable.

Ohio County sold the 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. Big
Rivers' long-term debt totaled $817 million as of December 31, 2010.

The ratings reflect our view of the following credit weaknesses:

o We believe that the utility's extreme level of customer concentration and its leading customers' credit profiles
represent meaningful credit exposures. The cooperative relies on two customers for about 65% of energy sales to
members and 53% of total member and non-member energy sales. These two customers are aluminum smelters
whose operations are vulnerable to economic cycles.

e In our opinion, the take-or-pay features of the retail power sales contracts between Big Rivers' distribution
cooperative, Kenergy Corp., and the smelters are weak because the smelters can terminate their obligations with
one-year's notice.

e The cooperative and its member distribution cooperatives are subject to state rate regulation that distinguishes
Big Rivers from many other cooperatives that have autonomous ratemaking authority. Rate regulation could
potentially expose the utilities' financial performance to delayed rate relief or cost disallowances, particularly if
Big Rivers needs to reallocate the smelters' shares of fixed costs to its nonsmelter customers.

e Surplus energy sales in volatile wholesale markets account for about 16% of energy sales, are important to the
utility's revenue stream, and help support its financial obligations.

e The cooperative is adding transmission capacity to increase physical access to wholesale markets. However, even
with the additions, we believe the utility lacks the certainty of firm contractual transmission arrangements, which
could frustrate the surplus power sales Big Rivers would need to make if the smelters reduce operations
meaningfully or close.

e Nearly one-third of the utility's debt either does not amortize before maturity or has limited amortization, which
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produces highly uneven debt service coverage ratios (DSCRs) and presents refinancing risk.
o In July 2009, Big Rivers regained operational control over generation assets it had not operated for more than a
decade and has a limited track record of generation operations.

We believe these strengths temper the exposures:

¢ The long-term wholesale power contracts between the utility and its three member distribution cooperatives
provide a measure of revenue stream security.

e Members have exclusive rights to sell electricity in defined territories.

¢ We believe that Big Rivers' members' retail rates are competitive and they could contribute to financial flexibility.
However, members' favorable rates depend on the smelters' operating at high load factors that help absorb high
fixed costs. Rate levels also benefit from the subsidies that more than $200 million of rate mitigation reserves

provide.

Henderson, Ky.-based Big Rivers is a generation and transmission cooperative that produces and procures electricity
for sale to three member distribution cooperatives and their more than 112,000 retail customers. It relies on two
aluminum smelters for more than half of operating revenues, which erodes revenue stream stability and
predictability and distinguishes the utility from most cooperative utilities that generally earn the bulk of revenues
from residential customers. Moreover, Big Rivers projects that it needs to sell surplus energy into competitive
wholesale markets to support its financial obligations. Nonmember revenues accounted for about 16% of 2010's
operating revenues. We believe that reductions in the smelters' operations and electricity consumption could increase
market reliance. Also, declines in wholesale market electricity prices due to weak natural gas prices or abundant
supplies could erode margins from market sales and place upward pressure on the costs that the utility's nonsmelter

customers bear.

Qutlook

The stable outlook reflects our expectations that the sound debt service coverage Big Rivers projects could provide a
financial cushion to service debt obligations under adverse conditions that could arise from the operational,
financial and regulatory challenges the utility faces. We believe management needs to actively oversee these
challenges to preserve credit quality. In our view, the ratings' upward potential is limited in the near term because
the utility must refinance considerable bullet maturities, depends on volatile smelter loads for substantial revenues,

and relies on volatile wholesale energy markets for meaningful portions of its revenue requirements.

Customer Concentration Creates Concerns

We believe Big Rivers faces an extreme level of customer concentration and it leading customers' credit profiles
represent meaningful credit exposures. In 2010, two of the more than 112,000 end-use customers accounted for
more than half of operating revenues. These two, Rio Tinto Alcan Inc. (Alcan; A-/Stable/A-2) and Century
Aluminum Co. (B/Stable/--), are aluminum smelters whose operations and financial performance are exposed to
extreme commodity price volatility. We believe these companies' economic viability hinges on aluminum prices and
the economy's strength, among other things. Big Rivers expects Century's electricity purchases to provide about
36% of its revenues, which meaningfully exposes the cooperative's financial performance to a single

speculative-grade customer's cash flows.
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If Alcan or Century reduces or ceases operations at their Kentucky facilities, Big Rivers would need to sell surplus
electricity in competitive wholesale markets in a bid to recover substantial portions of its fixed costs. The several
agreements that Big Rivers, Kenergy, and the smelters signed provide that certain profits from market sales
following curtailment inure to the smelters' benefit. The agreements also provide that the smelters must cover the

cooperative's losses resulting from market sales following curtailment.

Given Century's weak credit quality, its ability to make up shortfalls is questionable. If the smelters terminate
operations, their Big Rivers obligations end. While the cooperative might retain profits from off-system sales in this
scenario it will also bear the risk of losses.

We believe that selling electricity in wholesale markets to cover debt service presents meaningful credit challenges
because wholesale market sales represent speculative and unpredictable revenue streams. Wholesale markets expose
utilities to volatile prices, competing market participants, operational uncertainties such as acquiring physical access
to transmission capacity, and potentially higher liquidity needs.

Retail Power Sales Contracts

We believe that the take-or-pay features of the retail power sales contracts between Kenergy and the smelters are
weak.

Kenergy is one of Big Rivers' three member distribution cooperatives. It resells the cooperative's electricity to the
smelters under power supply contracts expiring in 2023. These contracts have take-or-pay elements that require the
smelters to pay for specific quantities of energy, irrespective of whether they need it. Yet we believe thart these
contracts' take-or-pay features are weak and do not provide meaningful credit protections. For example, the
smelters can terminate their contracts on one year's notice without penalties if they close their Kentucky facilities.

Financial Performance

We believe Big Rivers' financial performance could suffer if the Kentucky Public Service Commission (PSC) does not
provide timely rate relief or disallows costs, particularly if the utility needs to reallocate the smelters' shares of fixed

costs to its nonsmelter customers.

In our view, if the smelters close their operations and Big Rivers cannot fully recoup the smelters' share of fixed
costs through surplus electricity sales in competitive wholesale markets, its nonsmelter retail customers might need
to bear substantial additional costs. The cooperative will not have control over revenues from electricity sales in
competitive wholesale markets to compensate for eroded smelter activity. Moreover, it can only recover shortfalls
from the nonsmelter retail customers if it and its distribution cooperative members can obtain rate relief from the
Kentucky PSC.

Big Rivers and its member distribution cooperatives are unlike many other cooperative utilities because they cannot
autonomously raise rates to respond to increasing costs or to reallocate costs. The Kentucky PSC regulates these
utilities' wholesale and retail electricity rates. Rate regulation presents credit concerns because rate proceedings can
be lengthy and delay cost recovery. Moreover, rate-regulated utilities do not have cost recovery guarantees.
Nevertheless, in recent rate proceedings, the Kentucky PSC provided Big Rivers' distribution cooperatives with rate
relief that was closely aligned with the utilities' requests. Also, the commission took steps in connection with the
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E.ON generation asset lease termination that we view as supporting credit quality, including directing E.ON to fund
rate-stabilization accounts benefiting the cooperative members' nonsmelter, retail customers.

We believe that Big Rivers' 2010 nonsmelter member wholesale rates of $36 per megawatt-hour (MWh) indicate
capacity for further rate increases as necessary to reallocate costs to the cooperative's nonsmelter customers. Big
Rivers applied in March 2011 for rate increases effective Sept. 1, 2011. The filing requests a 5.94% rate increase for
large industrial customers and a 5.47% rate increase for the smelters. Big Rivers is requesting a 10.71% increase for
the nonsmelter, nonindustrial customers. The blended requests represent a 6.85% rate increase. The utility expects
that lower purchase power adjustment factor costs will reduce the blended effective rate increase to 6.17%.

Debt Service Coverage

Based on Big Rivers' fiscal 2010 financial statements, Standard & Poor's calculated accrual and cash from
operations debt service coverage of 1.4x, which was strong but about 20 basis points below projected coverage
levels. While off-system sales volumes exceeded expectations, the sales were made at lower-than-expected prices due
to weak wholesale electricity markets. Big Rivers' experience with low wholesale markets in 2010 underscores the

considerable risks of wholesale market activity.

The cooperative achieved 2010's DSCR by reducing expenses, including deferring maintenance. It also applied
reserve monies to the prepayment of a portion of its Rural Utility Service debt to reduce interest expense inasmuch
as the benefits of maintaining reserves in a low interest rate environment paled in comparison to the cost of servicing

debt.

Based on Big Rivers' financial forecast, we have calculated accrual-basis DSCRs that fluctuate considerably through
2013. The variability reflects the cooperative's use of nonamortizing debt that underlies highly uneven 2011-2013
debt service. Qur calculations indicate DSCRs of 2.6x in 2011, 1.3x in 2012, and 2013 and 2.3x in 2014. The

forecast assumes Big Rivers receives the full rate relief it requested earlier this year.

About one-third of debt is nonamortizing. Scheduled principal repayments for 2011 are a low $7 million, but jump
to $76 million in 2012 and $79 million in 2013 before returning to a more moderate $22 million in 2014 and $23
million in 2015. Consequently, the imminent bullet maturities highlight the relative importance of market access for
refinancing compared to debt service coverage as important credit factors through 2013,

Generation Assets Could Pose Problems

We believe that Big Rivers' few vintage, coal-fired generation assets present operational exposures that can affect
financial performance. The cooperative sells the electricity it produces at its seven owned coal plants and the two
coal plants it operates that Henderson's Municipal Power and Light utility own. Big Rivers operates and has
contractual rights to nearly 1,800 megawatts (MW) of generation capacity. Its and Henderson's power plants range
in age from 24-41 years, with a weighted average age of 32 years, based on contributions to overall generating

capacity.

Big Rivers' wholesale electric rates include automatic fuel and purchased power cost adjustment mechanisms that we
believe mitigate some credit concerns surrounding the mature fleet's ability to serve native load customers reliably.
These true-up mechanisms shift some of the operational risks of operating older units to the smelter and nonsmelter
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customers by making them responsible for replacement power costs if units are not running,

While the fuel adjustment is an automatic, formulaic, monthly adjustment, the purchased power cost adjustment is
only automatic for the smelters. Before they are eligible for recovery in rates, the PSC must review the power
purchase costs Big Rivers incurs on behalf of its nonsmelter customers. All costs recoverable under the adjustment

mechanisms are subject to PSC prudence reviews.

There is a two-month lag for the fuel adjustment clause between when costs are incurred and when the cooperative
recovers the member portion through rates. Similarly, the purchase power adjustment for the smelters also entails a
two-month cost recovery lag. The purchase power adjustment covering the smelters applies to only approximately
two-thirds of the costs. The remaining third of is deferred as a regulatory account for recovery in base rates in a

general rate case.

Some of Big Rivers' plants have what we believe are high heat rates. Its fleet's heat rates range from 10,600-13,382
BTU per kilowatt-hour with a weighted average heat rate of 11,100, reflecting the small percentage of the fleet with
the highest heat rates. We are concerned that portions of the fleet might not dispatch to support market sales that
compensate for losses of smelter sales.

Big Rivers projects using coal to produce 95% of the electricity it sells, exposing the utility and its customers to
potentially higher operating costs as the regulation of carbon and other emissions progresses. The plants' heat rates
contribute to carbon intensity in the range of 1.1 tons of coal per MWh. Their ages, heat rates, and carbon intensity
raise questions about their ability to compete against potentially more efficient and less carbon-intensive units in
wholesale markets if the smelters reduce or end their cooperative electric purchases. In our view, the extent of
carbon regulation will determine the effects of this level of carbon intensity on Big Rivers' production facilities'

economics.

Because aluminum smelting is a carbon-intensive process, we believe a combination of costly carbon constraints on
aluminum production and carbon charges levied on the smelters' electricity purchases could impair their operations
and heighten the likelihood that the cooperative's generating assets might have to compete in wholesale markets.

Transmission Expansion Plans

Big Rivers' expects to complete transmission upgrades in the fall of 2011. Until completed, the utility lacks sufficient
capacity to market the smelters' power if both sharply reduce or discontinue operations. Even once completed, we
believe that the cooperative's lack of firm contractual access rights could frustrate its ability to move power across
others' transmission systems, including, the Tennessee Valley Authority (TVA) system.

Big Rivers only has contracts for 100 MW of firm transmission capacity across the TVA system. Management views
the high cost of securing firm transmission access for a contingent exposure as unwarranted. The utility has physical
interconnections with other power markets beyond TVA, such as the Midwest Independent System Operator and
E.ON. However, Big Rivers' electricity needs to cross TVA's transmission system to access key markets such as
Southern Co. and Entergy Corp. Lack of transmission access due to fully loaded lines during peak periods could
frustrate the cooperative's ability to capture the most robust power prices for surplus power it might need to sell if it

loses smelter loads.

Standard & Poor’s | RatingsDirect on the Global Credit Portal | July 6, 2011 Case No. 201300535
Attachment to Response for AG 1-57

Witnessté‘?ﬁflﬁgnﬁ?%ichert
Page 6 of 9



Big Rivers Electric Corp., Kentucky Obio County; Rural Electric Coop

Power Contracts Provide Some Revenue Stability

In our opinion, the long-term wholesale power contracts between Big Rivers and its three member distribution

cooperatives provide a measure of revenue stream security.

The cooperative and its members extended their wholesale power sales contracts 20 years to 2043 in connection
with the E.ON generation asset lease unwind transaction. We view this long tenor as contributing to credit quality
because we understand that terms of wholesale power contracts between the utility and its three members require
the members to purchase their electricity needs from Big Rivers. Furthermore, the members have exclusive rights to
sell electricity within defined service territories, which shields the cooperative and its members from competition.

Big Rivers' long-term wholesale power contracts also contribute to credit quality because they extend beyond its
debt’s final maturity, Debt outstanding matures by 2031. However, about 11% of debt matures after the contracts
with the smelters expfre in 2023. Debt that matures after the smelter contracts roll off could lead to heightened
wholesale market exposure, which we view as a credit weakness. Furthermore, Big Rivers expects that imminent
refinancings of bullet maturities could extend debt even further beyond the smelter contracts' expiration.

Generally, lengthy requirements contracts, such as those of the cooperative, provide meaningful revenue
predictability and credit support. However, the members' substantial reliance on two industrial loads that are
vulnerable to commodity price cycles erodes the contracts' credit support and distinguishes Big Rivers from most
other cooperative utilities. Rate regulation also dilutes the benefits of the long-term wholesale power contracts since
the cooperative, unlike most others, cannot unilaterally impose additional costs on its captive customers, which
could frustrate a reallocation of fixed costs if it loses smelter loads. Also, Big Rivers lacks control over prices for
market sales it may need to make if the smelters' operations falter, tempering the wholesale power contracts'

benefits.

Highly Competitive Rates

We view Big Rivers' members' retail rates as highly competitive, and they could contribute to financial flexibility.

Energy Information Administration data shows that the cooperative's members' retail rates compare very favorably
with average rates for the residential, commercial, and industrial sectors in Kentucky. Members' 2009 average
residential and commercial rates were about 15% below the state's average. Industrial rates for Kenergy, the
member with the smelter, and other industrial loads were about 25% below the state's in 2009,

We believe the smelters' high load factors are likely contributors to the favorable rate competitiveness across the

system because their high electricity consumption provides a robust platform for spreading fixed costs over many
MWh. Here too, the exposure to the smelters can become a liability if commodity prices or economic conditions

compromise the smelters' operations.

Rates also benefit from the more than $200 million of rate mitigation reserves from the proceeds of the E.ON lease
unwind transaction. The utility plans to deploy an average $24 million of the reserves' balances each year through
2017 to subsidize rate levels. The cooperative's forecast shows that this will enhance operating revenues by about
5% each year and we believe that there could be meaningful upward rate pressure once the reserves are exhausted.
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Related Criteria And Research
USPF Criteria: Applying Key Rating Factors To U.S. Cooperative Utilities, Nov. 21, 2007
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 58) Reference the Bailey testimony at p. 12, and the Berry
testimony at p. 22.

a. Explain why mitigation will take 3 years?

b. When was the 3-year mitigation period forecasted? Was it
done in 2009, when the Unwind Transaction took place?

c. Explain fully why the length of time necessary to achieve
mitigation was not factored into the wholesale and retail
contracts with Century and Alcan, and why no effort was
made to begin mitigation efforts when aluminum prices

reached any certain threshold amounts.
Response)

a. Big Rivers believes that mitigating the loss of the smelters will
take three years for several reasons. First, Big Rivers believes
that the power market will steadily increase over the next three
years. When the power market reasonably rebounds, Big Rivers
will be able to mitigate much of the lost revenues from the
smelters. Secondly, Big Rivers feels it will likely mitigate at

least a portion of the loss of load by attracting new customers.

B i Rivers feels a three year time frame for

Case No. 2012-00535
Response to AG 1-58
Witnesses: Robert W. Berry
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

mitigation is reasonable. If Big Rivers were able to execute a
long-term PPA or sell the Wilson facility at an economically
feasible sale price, a significant portion of the loss could be

mitigated as soon as the transaction is executed.

b. The three year mitigation period was forecast at the time of the

Century notice.

. When the Unwind negotiations were underway, the wholesale

power market was very strong. At the time of the Unwind, the
smelters wanted to be a Big Rivers customer to avoid wholesale
market prices, thus the trend was expected to continue and Big
Rivers believed it would have a viable outlet for any excess
energy in the future. The national recession had a significant
impact on electricity consumption throughout the nation. The
drastic downturn in the wholesale market was neither expected
nor predicted as a reasonable possibility by the industry.

Until the time of the smelters notice of closure, Big Rivers
had an obligation to provide wholesale power to Kenergy to
serve the smelters under their contracts and was unable to
begin mitigation efforts. It was unfeasible for Big Rivers to
begin mitigation efforts prior to receiving notice from the
smelters; however, Big Rivers was developing a plan to deal with

the situation if and when it occurred.

Case No. 2012-00535
Response to AG 1-58
Witnesses: Robert W. Berry
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

At the time of the Unwind transaction, July 2009, when
the smelters executed their current contracts, the LME price of
aluminum was $1,777 per metric ton. Century’s notice was
received in August 2012 and the LME price of aluminum was
$2,046. December 2012 LME price was $2,327. Given the
variations in LME prices throughout these time periods, Big
Rivers feels unable to rely on LME as an indicator of smelter

economic viability.

Witness) Robert W. Berry
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 59) Reference the Bailey testimony at p. 13, lines 5-12. Why

was the principle of gradualism abandoned?

Response) Big Rivers objects to this request to the extent that it seeks
information that constitutes attorney work product or that is subject to the
attorney-client privilege.  Notwithstanding this objection, but without

waiving it, please see the Response to AG 1-30.

Witness) John Wolfram

Case No. 2012-00535
Response to AG 1-59
Witness: John Wolfram
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 60) Reference the Bailey testimony at p. 14, line 10. Has he
spoken to Kenergy CEO Starheim and the other member CEOs about
the anticipated member retail impacts? Please provide copies of any
and all correspondence, reports and/or any related documents in this

regard.

Response) Yes. Please see the attached documents, some of which is

provided pursuant to a petition for confidentiality.

Witness) Mark A. Bailey

Case No. 2012-00535
Response to AG 1-60
Witness:Mark A. Bailey
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Mark Bailey

From: Mark Bailey

Sent: Tuesday, January 15, 2013 7:42 AM
To: Burns Mercer (bmercer@mcrecc.com)
Cc: Marty Littrel

Subject: FW: Quarterly Newsletter
Attachments: Newsletter 12-2012.pdf

Burns, I just wanted to let you know that | found this newsletter extremely refreshing. Cur
relationship came across as one of a team which coincides with the way | believe it should be.
I very much appreciate your team’s perspective. THANKS, Mark

From: Kyle Heavrin [mailto:kheavrin@mcrecc.com]

Sent: Tuesday, January 15, 2013 7:33 AM
To: Mark Bailey; Marty Littrel; 'bcorum@kaec.org’; "ssmfackler817@bbtel.com'; ‘barri@bbtel.com’; curlytop@bbtel.com;

'mimih@insightbb.com’; 'Benham09@insightbb.com'; ‘eugenia@bbtel.com'’
Subject: Quarterly Newsletter

Attached is Meade County RECC’s Primary Line.

Kyle Heavrin
Communications Coordinator
Meade County RECC

1351 Hwy. 79

PO Box 489

Brandenburg, KY 40108
(270) 422-2162 Phone

(_20) 422-4705 Fax

) Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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December 2012 Meade Count
By Kyle Heavrin ;

Your Touchstone Energy” .~
Cooperative "2-Z

President/CEO News

Rate Increase Will Aftect All of Us

Prm‘dei O ' 7 | Big Rivers Electric Corporation (BREC) is now in the final stages of completing a rate in-

crease request to be filed in January 2013. Preliminarily, the retail increase of just a flow-

through of the BREC request would amount to approximately a twenty percent increase in
Safety Committee Notes 2 | our member’s bills. If we have to request a small increase for Meade County RECC we
Anserican Red Cross Reminder could be talking about a twenty-five percent inctease on member’s bills starting in August

2013.

The primary reason for this increase is the notice of termination effective August 21, 2013
sent by BREC’s biggest customer, Century Aluminum. Century Aluminum reptesents ap-
proximately a thitd of BREC’s total production.

2012 Workers’ Compensation | 3
Loss Analysis

Operations| Engineering Updates | 4 ] ) . ‘
This will obviously be a major factor in 2013, Prior to the increase we will be educating

members about the situation and its consequences as well as encouraging them to take ad-
AS5400 Replacement 5 | vantage of our rebate programs we offer. These rebates are for enetgy efficient appliances
Memsber S atisfaction Snrveys and other energy efficiency improvernents that they can install, such as the weatherization
program and commercial lighting programs for local businesses. We will also be educating
each of you about this increase because you ate the people on the front lines who will re-

Breckinridge Connty Farm 6 : ” A )
Safity Day ceive questions and bear the brunt of the ctiticism of the increase.
v There is no doubt about it, 2013 will be a very challenging year. We have been given a situa-
Kimball International 7 | tion that is out of our control. Global aluminum prices have caused Centuty Aluminum to
Participates in DSM Program putsue, what I think is 2
tisky strategy, by going on
“Canght in the Act” Photos & | the open market to supply
Emplayee Servict Awards theit electricity needs.
However, that is the path
2013 Refirves 9 | they seem to have chosen.
It i$ now up to us to make
the best out of a very diffi-
Cormunity News 70 | cult situation.
Employee News In the coming months we
will keep you updated.

Burns Mercer, Pres/
CEO

“Providing professional and reliable service from people our members know and trust.”

Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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“Safety is not expensive — it is priceless...”

A quarterly safety committee
meeting was held on Friday, No-
vember 30, 2012 @ 8:30 a.m. at
the Brandenburg office. Com-
mittee members present were:
David Poe, David Pace, Mr. Mer-
cer, Cassie Bagsham, Anna Swan-
son, Keith Ditto, Kyle Heavrin,
John Crosier, Jim Miller, Todd
Board, Todd Lucas, Greg Morgan
with Big Rivers, and Robert
Thoraton with KAEC.

Old Business Highlights:
~-N95 masks will be purchased
and can be worn on a voluntary
basis for frontline workers in the
office.

—-New tubber sleeves will be
purchased for the linemen with
rebate money.

~—The new radio system has been
installed. If there are any issues,
please contact Mr. Poe.

—A motion was passed to pur-
chase a “bird chaser” for the ra-
dio towet at the Brandenburg
office.

—At our last safety meeting, a
concern was raised regarding
stand-by workers and their re-
quitement to work and take stand

-by after working a full day of work
the previous day and being out on
outages overnight. Mr. Metcer
suggested we have a meeting after
the first of the year with all service-
man and supervisors regarding our
unofficial policy.

New Business Highlights:

—After the break-in at the Har-
dinsburg office, we are making
security upgrades for both offices.
They will consist of installing mo-
tion detection lights, possible alarm
systems; etc.

—We are still experiencing theft of
copper neutrals. Mr. Poe stated we
all need be conscious of our lines
and equipment and also keep an
eye out for missing pole grounds.

—Mr. Pace has been in charge of
gathering information and creating
a new Emergency Restoration Plan
for any catastrophic outage events
Meade County RECC may experi-
ence. With this new plan each
employee will have a responsibility.
Each position will also have a
backup. There will be a meeting,
to include all employees, at the
beginning of 2013 to go over this
new plan.

With no further business to discuss, the
meeting was adjourned.

The safety commaittee maintains an active
interest in safety. It does not dictate policy,
but it involves fellow emsployees in further-
ing the canse of accident prevention. As an
employee, can you answer the questions

below?

1. Define safety:

2. What is our safety slogan?

Make 2 Difference Be .4 Hero

Justa reminder that Meade County RECC supports any employee willing to donate blood to the Ameri-
can Red Cross. Employee policy #538 states that an employee is entitled to two (2) hours’ time off with
pay on the day they donate blood.

Benefits of Donating

e It feels great to donate!

©  You get free juice and delicious Keebler® cookies.

Am*éricm *
Red Cross

It's something you can spare — most people have blood to spare... yet, there is still not enough to go
around.

You will help ensure blood is on the shelf when needed — most people don't think they'll ever need
blood, but many do.

¢ You will be someone's hero ~ in fact, you could help save more than one life with just one donation

Case No. 2012-00535
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Witness: Mark A Bailey
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2012 Workers’ Comnpensation Loss .dnalysis

fun Dates T1142012
Report Range: 1142012 Toz 1213112012

Cause of Injury

Meade County RECC

BE o siporTap-g2a00 - BB CnicoarSaowfall orstip) - 80
M Renching (strain orinjury) - S234 I Steain or infury By - 50
B Asimitorinsec. 5134 8l Swackor injured 50

W Uting (strain orinjury) - 563
£8 Pusting orpuliing tstrain orinidy} - 50

G Date: Y )
Roport Range: 112512 Ta: 12231/2012

Extent of Injury

Meade County RECC

B 1ssmmstion .$2.234
. s‘fﬂiﬂfmf '
Bl contnton.-®

BB Lscerations, cuts - 50

Falls, slips, and trips have ultimately been our biggest issue in the year of 2012. Obviously, that has affected the extent of injury with inflam-
mation being the number 1 result from these falls, slips, and trips. We must make sure to work safely to help reduce our loss-time accidents!

. Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Operations and Engineering Update

The 2013-2015 Construction Work Plan (CWP) has been approved by RUS and the Ky PSC, and work associated with this new
plan will begin next month. Highlights of the plan include replacing the remaining 300 miles (approximate) of old copper primary
wire that is still in our system. Again, it will be another three years of intense, busy work to accomplish this. There is also less than
5 miles of general circuit upgrades slated to improve voltage or cutrent carrying capabilities.

We do have two substation projects included. A new substation will be constructed at the Meade County Riverport site in ordet to
supply new industrial loads slated to locate there in 2013. This station will also help to relieve increased loading on the Branden-
burg and Doe Valley substations. This station is to be completed by the end of 2013. Big Rivers will be working during the next
few months to acquire the easements and build the transmission line to the site which is going to be a challenge. The other sub-
station project involves doubling the capacity of the Irvington substation. The station is to be a “split-bus’ one like the Branden-
burg and Garrett subs. It will be built on the same property immediately adjacent to the existing structute.

Big Rivers Transmission Upgrade

You may have seen a construction crew working on a transmission near the Guston/Ekron atea. This crew has been upgrading
the existing line supplying the Garrett and Flaherty substations. The line is being upgraded to a point just south of Ekron; from
there a new line will be built to the Flaherty feed just west of Stith Valley Road. This upgrade will provide both stations with better
voltage support and reliability.

New Radio System

The new radio system is in and working and we ate now compliant with the new FCC natrow banding regulations. As I stated in
previous newsletters, it is a digital trunking system operating in the VI-IF band (150160 MHz to be more spemﬁc) Big Rivers
owns the infrastructure while Meade County RECC owns the R ~ =

mobiles, portables, and desk units. This system provides us with "‘ et &
much better coverage and allows us to use it outside of our sys-
tem and into the other areas of Big Rivers’ tertitory. When, and
if, we wete to assist Kenergy or Jackson Purchase in restoring
power, we simply switch to the appropriate talk group(s) and we
can communicate with them directly. This system also provides
us with direct communication to Big Rivers in the instance of
switching ox checking things for them.

In 2013, we will be installing a PC-based dispatch program that

will interface directly to the radio system and allow the dispatch-
ers to better track calls and trucks. The radios also incorporate a §
GPS tracking system that will allow the dispatchers to see where §R
the trucks are for dispatching purposes along with the user in the §8
truck to be able to identify their location on the system map.

ROW Contractots

Townsend Tree Service has been awarded the contract for the
Custer and Cloverport substation trimming and also for service
orders and spraying during next year. Anderson Tree Service will:
be petforming the trim work in the Falls of Rough substation )
service area. Both have wotked on our system for several years
and provide good results for us.

DRP

V.P. Operations and Engineering

Case No. 2012-00535
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AS400 to be Replaced with SEDC Seftware
Trimble Utility Center to be Replaced by Futura GIS

For the past four years, the overall ACSI numbers for Meade

%I TSE Services o=

Your Touchstone Energy® Partner 9949 87
) 20
MEMBER SATISFACTION SURVEYS oo .

These results place Meade County RECC in the top 25% of
cooperatives in the TSE group of over 30 cooperatives.
And, TSE coops score higher than those coops not currently
using the TSE sutvey tool.

Since 1995, we pattnered with Preston Research—based in Lexington,
KY—To petform and collect data for our member satisfaction sur-
veys. In January, 2012 we decided to move in another direction and
partner up with Touchstone Energy and TSE Services. In cooperation
with Touchstone Energy, TSE Services fields four core questions from For the Meade County RECC incentive program, it has been
the American Customer Satisfaction Index (ACST). Responses to these decided to use the following target numbers for each level of

core questions are submitted to the ACSI for scoring, allowing partici- payout:

pating cooperatives to compare their performance with the leading Level one .
corporations across the economic spectrum. Each cooperative receives

an overall ACSI Satisfaction Score and Customer Retention Index Level two 88
frorn ACSI Level three 89

Case No. 2012-00535
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Meade County RECC and Big Rivers Team Up for Progressive
Agtriculture Safety Day

On Thursday,
September 20t
and Friday,
September 215,
Breckinridge
* County con-
ducted its Farm
Safety Day at the fairgrounds for
fourth graders from all the county
schools. The itinerary for the day
included sessions for sun, lawn
mowet, watet, ATV, grain bin, small
hand tools, and gun safety. During
lunch, thete was an hour-long elec-
trical safety demonstration conduct- §
ed by Big Rivers Electric (BREC)
and Meade County RECC
(MCRECC) officials. BREC pro-
vided a high voltage trailer that
demonstrated several scenarios of
what could happen when certain
objects get caught in a power line.

students very engaged throughout
the demonstration. Students learned Ji
that the cooperative is willing to

help in any way when any objects
get caught in the line. All one has to
do is pick up the phone and call.
Whether it’s something as small and
light as a kite or something as large
as a tree limb, it can be very danger- |
ous and requires personal protective
equipment that only the trained
linemen have. Overall, the day was

a huge success and each section

; .. BREC’s Greg Moigan and MCRECC’s Tim Gossett demonstrate what hapens when a
P.ro‘nded very mSIghtful demonstra- lasge branch gets caught in a line. It can take the power out and create a very dangerous
tions. arc—which could result in a fire.

Die 1o scheduling conflicts, MCRECC was not able to schedule the eloctrical trailer for Meade Connty's Farm safety day, which tookplace on Thursday, Sep-
tember 271, K. Heavrin, Communications Coordinator

Case No. 2012-00535
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Witness: Mark A Bailey
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Kimball International Reaps Benefits of Meade County
RECC/Big Rivers DSM Program

Meade County R]?,CC and Big Bivcrs have  and do what’s right, we can also save jobs.”  improved safety and employee mozale. If the
::r;ec; r\;p to ptggvéd}j[) a i(;n’:l:;i Zd:etb\:z:g:; A total of 120 new 6-bulb T8 fixtures wete plant we_rt;::l E havea .pc;wer outagF or 4 blink
commercial members for improving energy installed and replaced the old 400 watt metal OC(.IﬂI;I‘ th the new lights, they will 1flstant1y
efficiency in various categories. halide fixtures. It cut the kilowatt hour usage re- u@ate. With the old metal halide fix-

i half tures, it usually took up to fifteen minutes for
One of these is a commercial and industrial them to come back on.

lighting upgtade. Meade County RECC pro-  Mr. Phillips stated that it’s much brighter in .
vides an incentive to commercial or industrial  the plant now. Befose the T8’s wete installed, We would like to thank Kimball International

members who improve the energy efficiency  the plant vatied anywhere from 5 lumens up
of their lighting system in a payment of $350 (5 37 lumens in some spots. Now, it is 2 con-
pes kW of measurable improvement. sistent 37 lumens throughout the plaat.

The National Office Furniture Plant, a unit of . . .
Kimball International, is located in Fordsville, . L Dgbtaess of the lights has drastically
KY. They offer a complete line of value- .
odented office furniture products, including
freestanding and modular casegoods, seating,
conference tables, bookcases and lateral files.
They recently reaped the benefits of the DSM
Program by retaining environmental goals,
through energy savings, and by improving
safety and morale.

for the initiative taken to ensure improvement
in energy efficiency and for their comradery
during the entire process.

K. Heavrin, Communications Coordinator

Kimball International’s Facilities Project Man-
ager, Arnold Tempel wotked closely with Big
Rivers’ Russ Pogue, Marty Littrel, and Meade
County RECC’s Tim Gossett in what he
called “a seamless process compared to work-
ing with other incentive programs.” Once all
the necessary steps were taken, a rebate check
in excess of $10,000 was deliveted by Tim
Gossett to Facilities Managet, Parvin Phillips.

Kimball International is an ISO 14001 certi-
fied plant and has set a high standard of envi-
ronmental goals to reduce greenhouse emis-
sions. Mr. Phillips stated, “this is another step
in the right direction, environmentally. It was

the right thing to do. If we can save money

L-R: Amold Tempel - Facilities Project Manag (meball Titerriational), , Tomimy Laws nFadhhas & Maintenance Manzget
(NOF-Fordsville), Parvin Phxllrps Scnior Safety & Facihnes Msmag&' (NOF), Tim Gossett — ‘Meade County RECC, John
Ramburger - Plant Mamget (NOE- andsvil)e), Gteg Meusier - Du-cctor of Opemlwns (NOF Casegoods)

| LIKE

| us'on Yo R——— . cssmstrmsenasaey

fa CEbGQk § B £{ MCRECC employees, as we continue to move into the future, social media is growing at a rapid
' : g% | rate and playing a much larger role in out lives each day. Itis a great way to keep our members

] informed during outages, give updates on our rebate program, news releases, etc. Please ask yout
o , / Facebook friends who ate MCRECC members to “Like” us on Facebook and follow us on Twit-

\We sow have 215 Followers!  ter. www.facebook.com/mcrecc and www.twitter.com/ meadecountyrecd

Case No. 2012-00535
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Communitfy JVeiws

Irvington Christmas Parade

11/17/12—In neatly perfect temperatures in the low 50’s the city of Irvington
held its 11th annual Christrnas Parade. Irvington and Muldraugh Police and
Breckinridge County Sheriff's officials led the parade while Meade County RECC =
followed directly behind. There was an estimated 34 volunteers of employees and
family members that helped pass out candy for Meade County RECC. Entered in
the patade was a flat bed truck carrying volunteers as well as 2 bucket truck with a
handmade chimney featuring Santa Clause built by Jim Miller and painted by Kyle
Heavrin. Employees and family members met at fellow co-worker, JoAnn Hem-
brey’s house in Irvington a couple hours before for a tasty spread of soups, sandwiches, and deserts. Special thanks to Jim and JoAnn for
all thclr help and thanks to 0 everyone Who showed up for what turned out to be a wonderful day!

j Christmas By the River

| 11/24/12—Brandenburg lights up the Ohio River shore

b from the Saturday after Thanksgiving until Januaty Istina
¥ yearly “Christmas by the River” festival. Opening day host- |
| ed vendors, a patade, fireworks, and Santa and Mts.

| Clause. There ate over 50 lighted displays sponsored by
| area businesses, and it is open from dusk to midnight, free. J
Don’t forget to stop by the donation box at the exit
though!

| BCHS Career and College Day
. e 11/27 /12—Meade County RECC’s Tim Gossett, Joe
Brown, and Kyle Heavnn pa.rtlmpated in the BCHS Career and C ollege Day. Juniors and Seniots visited

booths of different businesses offering information about their services and what types of career paths
they have to offer. Students like Amber Mingps, pictured to the left, had fun trying on the personal pro-

EraRL e Senann et T AR TR Vel e S

tective equipment that linemen have to wear daily.

Bella, and her new brother, Caleb.

Foanployee News

New employee:
Sarah Hinton starts full-

for Karen Brown and her
family, on the death of her
brother-in-law, Steven Sayers.

time on Jatuary 2nd, 2013
in the Member Accounts for $tephen Barr and hl.s
D family, on the death of his
epartment as a resource .
cletk brothet-in-law, Dan Snod-
-, grass.
Sarah Hinton Congratulauons: for Susan Basham and her
to Matk “BruPa” and family, on the death of her
Kim “Grammy” Bruner grandmother-in-law, Inez
on the birth of their grand- Jolly.
son, Caleb Butkhead. Proud for Jamie Beavin and his
patents ate Chtis and Brid-  family, on the death of his
get Burkhead. father, Sonny Beavin.
In Svm . for David Pace and his fami-
y pathy ly, on the death of his uncle,
for JoAnn Hembrey and Gatland Brown.
her family, on the death of for Todd Lucas and his fam-
L s het husband, Charlie Hem- ily, on the death of his grand-
Grandchildren of Mark and Kim Bruner. 3 year old, brey. father, Walter A. “Chuck”

Lucas,

Case No. 2012-00535
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Mark Bailey

From: Mark Bailey
Sent: Tuesday, January 15, 2013 11:15 AM
To: ‘Bill Denton’; 'James Sills’; 'Larry Elder'; 'Lee Bearden'; 'Paul Edd Butler'; "Wayne Ellioft’; ‘Al

Yockey'; Billie Richert; Bob Berry; 'David Crockeit'; Eric Robeson
(Eric.Robeson@bigrivers.com); 'James Haner'; Marty Littrel; 'Paula Mitchell’
Subject: Rate Case Filing Facts & Figures
Attachments: General Facts 2013 Rate Increase.docx

Attached is a summary | prepared of pertinent facts related to the Rate Case filing to be made
later today that | will have with me in case | receive any media calls. | thought perhaps you
might find it helpful as well. Regards, Mark

Case No. 2012-00535

1 Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Ge_neral Facts

Overall Revenue Increase ~ $74.5 million
Wholesale Percentage Increase ~21.4%
Retail Percentage Increase ~16.4%

Portion of Increase Attributable to Century (85% of Total) ~ $63 million
Monthly Dollar Impact on Avg. Rural Customer (1,300 kwh per month) ~ $21.84
Monthly Dollar Impact on Customer (1,000 kwh per month) ~$16.80

Revenue/Rates

Customer Class 2012 Revenue Rev. Increase Whis rate Whis rate Whis % Retail %

(Before) (After) (Before MRSM)
Rural $138 million $40.7 million 5.67 cents 7.35 cents 29.4% 19%

Industrial $46 million $8.2 million 4.88 cents 5.76 cents 17.9% 17%

Alcan $156 million _ $25.6 million 5.18 cents 5.99 cents _15.6% 15.6%
Overall $340 million  $74.5 million 5.32 cents 6.46 cents 21.4% 16.4%
Individual Member Rural Rates Wholesale Distr. Adder Retail Retail
(After Increase — cents/kwh) (Before MRSM) efore MRSM) (After MRSM)
Kenergy 7.31 3.36 10.67 9.77
JP 7.36 3.01 10.37 9.47
Meade 7.45 3.42 10.87 9.97
Industrial Rates Wholesale Distr. Adder Retail Retail
{After Increase -cents/kwh) efore MRSM . (Before MRSM) (After MRSM)
Kenergy/JP 5.76 0.2 5.96 5.06

MRSM Impact: ~ 0.9 cents/kwh for Rurals and non-smelter Industrials

Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Before Increase After Increase

Monthly Rural Bill Before MRSM After MRSM  Before MRSM After MRSM

Using 1,000 kwh $89.70 $80.70 $106.50 $97.50

Using 1,300 kwh $116.61 $104.91 $138.45 $126.75

Increase Driving Factors

Century Lost Revenue: 2012 Gross Revenue $206 million  ~ $63 million net
Continued Weakening of the Wholesale Power Markets ~ $15 million
Increased Depreciation Rates ~ $2 million

Adjusting Cost of Service (Between Smelter & Rural) ~ $8 million

(Doesn’t drive overall rate increase but causes Rural Rates to increase more than otherwise)

Cost Reduction/Mitigation Efforts

Idling Generation ~ $121 million
Renegotiation of Fuel & Reagent Agreements ~ $20 million
Refinanced Debt ~ $4 million
Improved Plant Efficiency ~ $5 million
Deferred Filling Job Vacancies ~ $2 million
~$4 million

Reduced Employee Benefit Costs
Aggressively Pursuing Replacement Power Sales

In addition to these actions, Big Rivers is offering through its Members up to
$1 million per year in customer financial incentives to reduce their electric

consumption and electric bills.

Reduced Plant Maintenance ~ $19.5 million

(Doesn’t affect rate increase, but did help Big Rivers make its 2012 earnings requirement)

Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey

Sent: Wednesday, January 23, 2013 5:03 PM

To: 'Burns Mercer'; Greg Starheim; 'Kelly Nuckols'
Subject: Summary Sheet re: Rate Increase
Attachments: General Facts 2013 Rate Increase.docx

Attached as a potential source of reference is a “fact sheet” | put together to help me answer
questions related to our rate increase. Perhaps you will find it of some use as well. Mark

Case No. 2012-00535

1 Attachment for Response to AG 1-60
Witness: Mark A Bailey
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General Facts

Overall Revenue Increase ~ $74.5 million
Wholesale Percentage Increase ~21.4%
Retail Percentage Increase ~16.4%

Portion of Increase Attributable to Century (85% of Total) ~ $63 million
Monthly Dollar Impact on Avg. Rural Customer (1,300 kwh per month) ~ $21.84
Monthly Dollar Impact on Customer (1,000 kwh per month) ~$16.80

Revenue/Rates

—————————————— S ———————————T—,  W———— W————————

(Before) {After) (Before MRSM)
Rural $138 million  $40.7 million 5.67 cents 7.35 cents 29.4% 19%

Industrial $46 million $8.2 million 4.88 cents 5.76 cents 17.9% 17%

Alcan $156 million _$25.6 million 5.18 cents 5.99 cents 15.6% 15.6%
Overall $340 million $74.5 million 5.32 cents 6.46 cents 21.4% 16.4%
Individual Member Rural Rates Wholesale Distr. Adder Retail Retail
(After Increase — cents/kwh) efore MRSM (Before MRSM) (After MRSM)
Kenergy 7.31 3.36 10.67 9.77
JP 7.36 3.01 10.37 9.47
Meade 7.45 342 10.87 9.97
Industrial Rates Wholesale Distr. Adder Retail Retail
(After Increase -cents/kwh) (Before MRSM) (Before MRSM) (After MRSM)
Kenergy/JP 5.76 0.2 5.96 5.06

MRSM Impact: ~ 0.9 cents/kwh for Rurals and non-smelter Industrials

Case No. 2012-00535
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Witness: Mark A Bailey
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Before Increase After Increase

Monthly Rural Bill Before MRSM After MRSM  Before MRSM  After MRSM
Using 1,000 kwh $89.70 $80.70 $106.50 $97.50

Using 1,300 kwh $116.61 $104.91 $138.45 $126.75

Increase Driving Factors

Century Lost Revenue: 2012 Gross Revenue $206 miltion  ~ $63 million net
Continued Weakening of the Wholesale Power Markets ~ $15 million
Increased Depreciation Rates ~ $2 million

Adjusting Cost of Service (Between Smelter & Rural) ~ $8 million

(Doesn’t drive overall rate increase but causes Rural Rates to increase more than otherwise)

Cost Reduction/Mitigation Efforts

Idling Generation ~ $121 million
Renegotiation of Fuel & Reagent Agreements ~ $20 million
Refinanced Debt ~ $4 million
Improved Plant Efficiency ~ $5 million
Deferred Filling Job Vacancies ~ $2 million
Reduced Employee Benefit Costs ~$4 million

Aggressively Pursuing Replacement Power Sales

In addition to these actions, Big Rivers is offering through its Members up to
$1 million per year in customer financial incentives to reduce their electric

consumption and electric bills.

Reduced Plant Maintenance ~ $19.5 million

(Doesn’t affect rate increase, but did help Big Rivers make its 2012 earnings requirement,
gs req )

Case No. 2012-00535
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Mark Bailey

From: Mark Bailey

Sent; Wednesday, November 28, 2012 2:54 PM
To: '‘Burns Mercer’

Subject: RE: Today's Meeting w/ Alcan

I indicated the contract would need to be redone and that was why expense reimbursement
was important, but did not get into specifics today.

From: Burns Mercer {mailto:bmercer@mcrecc.com]
Sent: Wednesday, November 28, 2012 2:51 PM

To: Mark Bailey
Subject: RE: Today's Meeting w/ Alcan

Did you talk about redoing the contract? Bandwidth,etc.

Fromy: Mark Bailey [mailto:Mark.Bailey@bigrivers.com]

Sent: Wednesday, November 28, 2012 3:38 PM
To: Bill Denton; Jim Sills; Larty Elder; Lee Bearden; Paul E. Butler; Wayne Elliott; Burns Mercer; Greg Starheim; Kelly

Nuckols
Subject: Today's Meeting w/ Alcan

Starheim,

As a FYl, [ wanted to let you know that Jim Miller, Bob Berry, Billie Richert, Greg
Kelly Nuckols and [ met with Alcan officials a short fime ago fo resp '

fiany of their questions dealt with §

They were also curious what we meant by _

| also said we would expect to obtain

i

'l also fried to

The meeting lasted about & half an hour. | believe it ended positively. They intend to crunch
the numbers and get back to us.

We'lf keep you posted.
hark

The information contained in this fransmission is intended only for the person or entity to which itis direcliy addressed or copied. It may contain material of
coqt“gdenﬂal and/or pﬁv_ate nature. An_y review, retransmission, diss_eminatlon or other use of, or taking of any action in reuan?:e upon, tgss information by persons or
enfities other than the intended recipient is not aflowed. If you receive this message and the information contained therein by error, please contact the sender and

delete the material from your/ahy Storage medium.
Case No. 2012-00535

! Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey

Sent: Tuesday, October 02, 2012 11:05 AM

To: jmiller@smsmlaw.com; Bob Berry; John Tatbert
Cc: Billie Richert; Greg Starheim

Subject: Meeting w/RTA Thursday Afternoon

| just received a call from Serge Gosselin from RTA and confirmed we will meet with them at

John Cooper’s office (225 Capital Ave.) at 2 PM Thursday. He asked
what we planned to discuss, and what | knew about the Legislative Committee

report to be made Thursday.

He said he didn’t have a feel
for Thursday’s report (that they had just seen pieces), but was told it would list options and
that state officials would have to decide which, if any, they might pursue. Mark

! Case No. 201200535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey

Sent: Wednesday, December 05, 2012 9:44 AM

To: 'Burns Mercer’; 'Kelly Nuckols'; jmiller@smsmiaw.com; 'Bill Denton’; 'James Sills’; ‘Larry
Elder’; 'Lee Bearden'; 'Paul Edd Butler'; 'Wayne Elliott

Cc: Greg Starhelm

Subject: FW: Update on Sebree Works

FYI. Mark

From: Gosselin, Serge (RTA) [mailto:Serge.Gosselin@riotinto.com]
Sent: Wednesday, December 05, 2012 9:39 AM

To: Mark Bailey
Subject: FW: Update on Sebree Works

Sorry Mark, | used a wrong email address.
Please see below.
Have a good day.

Serge

A 8 ke o i 5 An . £ AR N~ A . T Amievi s~ s e

From: Gosselin, Serge (RTA)

Sent: Wednesday, December 05, 2012 9:37 AM
Te: Greg Starheim; Balley, Mark (RTAYARWUN)
Cc: Miller, Jack (Cable); Seberger, Donald (RTSS)
Subject: Update on Sebree Works

Good morning Mark, good morning Greg,

I want to make a quick follow up with you followingER

| But

first, | want to thank you again for your work and openness to reach a solution for sustainability of our

plant.

development|

We will, in the coming days, meet Rio Tinto people involved into business evaluation and

Thanks again.

Case No. 2012-00535

Attachment for Response to AG 1-60

Witness: Mark A Bailey
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mailto:Serge.Gosselin@riotinto.com

Regards,
Serge

Avis:

Ce message et toute piéce jointe sont la propriété de Rio Tinto et sont destinés seulement aux personnes ou &
I'entité & qui le message est adressé. Si vous avez regu ce message par erreur, veuillez le détruire et en aviser
'expéditeur par courriel. Si vous n'étes pas le destinataire du message, vous n'étes pas autorisé & utiliser, &

copier ou & divulguer le contenu du message ou ses piéces jointes en tout ou en partie.

Notice:
This message and any attachments are the property of Rio Tinto and are intended solely for the named

recipients or entity to whom this message is addressed. If you have received this message in error please inform
the sender via e-mail and destroy the message. If you ate not the intended recipient you are not allowed to use,
copy or disclose the contents or attachments in whole or in part.

Avis:
Ce message et toute piéce jointe sont la propriété de Rio Tinto et sont destinés seulement aux personnes ou &

I'entité a qui le message est adressé. Si vous avez regu ce message par erreur, veuillez Je détruire et en aviser
I'expéditeur par courriel. Si vous n'étes pas le destinataire du message, vous n'étes pas autorisé a utiliser, &
copier ou 4 divulguer le contenu du message ou ses piéces jointes en tout ou en partie.

Notice:
This message and any attachments are the property of Rio Tinto and are intended solely for the named

recipients or entity to whom this message is addressed. If you have received this message in error please inform
the sender via e-mail and destroy the message. If you are not the intended recipient you are not allowed to use,
copy or disclose the contents or attachments in whole or in part.

2 Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey
Sent: Wednesday, December 19, 2012 10:21 AM
To: Burns Mercer (bmercer@mcrecc.comy); 'Bill Denton’; 'James Sills"; ‘Larry Elder’; 'Lee Bearden’;

"Paul Edd Butler'; 'Wayne Elliott’

Grei Starhiiii 'Kelly Nuckols'

As an FYl, you may recall that our team (Biilie Richert, Bob Berrv, Jim Miller, Kellv Nuckols,
 Starheim and me '

Ce:
Subject:

. Regards, Mark

Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Erom: Greg Starheim <GStarheim@kenergycorp.com>

Sent: Friday, December 21, 2012 3:58 PM

To: Mark Bailey

Ce: Larry Elder; Bill Denton; Burns Mercer; 'Kelly. Nuckols@jpenergy. com’
(Kellv.Nuckols @ibenerav.com): Grag Starheim

Subject o S

Mark,

board just met,

Kener

all with any questions.

Greg
Sent from my iPhone

Confidentiality Notice: This e-mail message, including any attachments, is for the sole use of
the Intended recipient(s] and may contain confidential and privileged information. Any
wnauthorized review, copy, use, disclosure, or distribution i prohibited. If you are not the
intended recipient, please contact the sender by reply e-mail and destroy al copies of the
criginal message.

Case No. 2012-00535
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Mark Bailey

From: Mark Bailey
Sent: Friday, December 21, 2012 4:07 PM

To: m Greg Starheim
Subject: A

Thanks. Have a safe trip and wonderful holidays. Mark

Sent from my iPhone
On Dec 21, 2012, at 3:58 PM, "Greg Starheim" <GStarheim@kenergycorp.com> wrote:

> Mark,
> s .
Kenergy board just met. B Eias

i
> Greg
> Sent from my iPhone

>
> Confidentiality Notice: This e-mail message, including any attachments, is for the sole use of

the intended recipient(s) and may contain confidential and privileged information. Any
unauthorized review, copy, use, disclosure, or distribution is prohibited. If you are not the
intended recipient, please contact the sender by reply e-mail and destroy afl copies of the

original message.

1 Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey

Sent: Thursday, December 27, 2012 2:09 PM

To: Billie Richert

Subject: RE: Big Rivers Cost of Service & Rates data

Billie, | am having frouble determining where the change was made. Perhaps when it is
convenient (no hurry at all} you can come by and show me. | know you are on vacation so no
need to interrupt it any more than necessary for this at this time. Thanks, Mark

From: Billie Richert

Sent: Thursday, December 27, 2012 10:16 AM
To: 'Kelly.Nuckols@jpenergy.com' (Kelly.Nuckols@jpenergy.com) (Kelly.Nuckols@jpenergy.com)
(Kelly.Nuckols@jpenergy.com); bmercer@mcrecc.com; Greg Starheim (gstarheim@kenergycorp.com); Karen Brown;

Steve Thompson; Chuck Williamson

Cc: Mark Bailey
Subject: FW: Big Rivers Cost of Service & Rates data

-

All,
Kelly called this morning to report that on Page 32 of the Cosl of Service Study,
: oA e ' jand is now reflected in the revised attached

rport. Pleas et me know if you have questions,

Thanks,
Billie

e o o1 A A e R S T . AR 3 oV B I 401 A 0 9 5 - A < ey P B
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The information contained in this transmission is intended only for the person or enfity to which it is directly addressed or copied. It may contain material of
confidential andfor private nature. An_y review, retransmission, d:sspminalion or other use df, or taking of any action In reflance 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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Mark Bailey

From: Mark Bailey

Sent: Thursday, January 03, 2013 11:27 AM

To: Greg Starheim

Cc: Burns Mercer (bmercer@mcrecc.com); Kelly Nuckols (kelly.nuckols@jpenergy.com); 'Bill
Denton'; 'James Sills’; ‘Larry Elder'; 'Lee Bearden'; 'Paul Edd Butler'; 'Wayne Elfiot{’

Subject: FW: Mark Bailey

Greg, Happy New Year FYl. | am scheduled to meet with the Jackson Purchase Board the
evening of January 7", Hope your meetings at ACES are going well. Regards, Mark

From: Mark Bailey
Sent: Thursday, January 03, 2013 11:25 AM

To: 'Gosselin, Serge (RTAY
Subject: RE: Mark Bailey

Hi Serge,

Thanks for the New Year wishes. | wish you the same as well as the hope you are having and
will continue to have a good vacation. Thanks foo, for the offer to make yourself available for a
conversation. ! don’t believe that will be necessary as | attempted a contact just to provide a

status report.

During our last gathering, Big Rivers was asked (my interpretation — please let me know if |
have missed the mark) whether Big Revers couid ag ' :

Since our last ineeting, we have been having internal discussion on this matter with additional
discussion schedufed for Monday, January 7th. I contacted you to pass this information along
and to say that | expect to have answersuby Tuesday January 8. { will plan
fo contact you af that time if that is OK. | hope your return trip to Kentucky is a safe and

uneventful one.

Regards,
Mark

From: Gosselin, Serge (RTA) [mailto:Serge.Gosselin@riotinto.com]
Sent: Thursday, January 03, 2013 10:57 AM

To: Mark Bailey
Subject: Fw; Mark Bailey

Hello Mark,

' Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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First, | want to wish you an great year 2013.

I'm informed by Donna that you tried to reach me. I'm still in vacation but for sure | can make myself availabie if you
want to talk to me. I'm back in KY saturday PM but if you want to talk before, please let me know at what time you are

available and 1'll call you on your cell.
Regards,

Serge

Serge Gosselin

Fromt: Freitag, Donna (RTA)

Sent: Thursday, January 03, 2013 09:56 AM
To: Gosselin, Serge (RTA)

Subject: Mark Bailey

Hi Serge,

Has Mark Bailey been able to reach you in the past half hour? | received a call from Paula a little while ago and she said
he had tried your cell phone but got no answer. If he hasn't reached you, you may want to give him a call. His office
phone is 270-844-6101. Paula’s number is 270-844-6102,

Hope you're enjoying your vacation. See you next Monday.

Donna Freitag
Administrative Assistant

Rio Tinto
9404 State Route 2096, Robards, KY, 42452, USA

T: +1(270) 521 7302 F: +1 (270) 521 7341
donna.freitag@riotinto.com

http://www.sebreewarks.com

Avis:

Ce message et toute picce jointe sont la propriété de Rio Tinto et sont destinés seulement aux personnes ou 4
I'entité & qui le message est adressé. Si vous avez regu ce message par erreur, veuillez le détruire et en aviser
'expéditeur par courriel. Si vous n'étes pas le destinataire du message, vous n'étes pas autorisé 4 utiliser, 3
copier ou & divulguer le contenu du message ou ses piéces jointes en tout ou en partie.

Notice:
This message and any attachments are the property of Rio Tinto and are intended solely for the named

recipients or entity to whom this message is addressed. If you have received this message in error please inform
the sender via e-mail and destroy the message. If you are not the intended recipient you are not allowed to use,
copy or disclose the contents or attachments in whole or in part.

2 Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey

Sent: Tuesday, January 08, 2013 12:54 PM

To: imiller@smsmiaw.com; 'Al Yockey'; Billie Richert; Bob Berry; 'David Crockett’; Eric Robeson
(Eric. Robeson@blgnvers com); ‘James Haner'; Marty Littrel; ‘Paula Mitchell'

Subject: FW: Alcan

FYL I also have heard definitively from all Members (other than Kenergy) that they will
intervene in our rate case, but not oppose it. Kenergy is just not certain what their position will
be at this time although | understand they do plan to intervene. Mark

From: Mark Bailey

Sent: Tuesday, January 08, 2013 12:23 PM

To: 'Bill Denton'; James Sills'; 'Larry Elder'; 'Lee Bearden'; 'Paul Edd Butler’; 'Wayne Elliott’
Ce: 'Burns Mercer'; Greg Starheim; 'Kelly Nuckols’

Subject: Alcan

As a FYI and in follow-up to our dlscussmn during the last Board meetmt:é reqarqu where
each Memherst&nds on Fi - / ;

abers have weighed in. Kenergy and Meade are uppoive witl1 JP maintaining
a position consistent with the Resolution they passed a number of months ago opposing any
relief (my paraphrasmg, not ne,cesri_i those in the JP Resolution) for the smelters. | plan to

| Regards, Mark

1 ~ase No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Mark Bailey

From: Mark Bailey
Sent: Tuesday, January 15, 2013 8:52 AM
To: ‘Burns Mercer', 'Kelly Nuckols'; ‘Al Yockey'; Billie Richert; Bob Berry; 'David Crockett’; Eric

Robeson (Eric.Robeson@bigrivers.com); 'James Haner'; Marty Littrel; 'Paula Mitchell’; 'Bill
Denton’; 'James Sills’; "Larry Elder’; ‘Lee Bearden’; ‘Paul Edd Butler’; "Wayne Elliott’

Cc: Greg Starheim
Subject: FW: Follow-up on BREC offer for energy supply
FYI. Mark

Frome: Gosselin, Serge (RTA) [mailto:Serge.Gosselin@riotinto.com]
Sent: Tuesday, January 15, 2013 8:36 AM

To: Mark Bailey

Cc: Greg Starheim;

Subject: JEETAe

Miller, Jck (Cable); Seberger, Donald (RTSS)

Good day Mark,

This email is intended to foliow-up withf =

From my understanding and to summarize,

you know Mark, e

Again, and | mean this sincerely, | appreciate the time you have spent trying to accommodate the
situation of our business.

We are currently looking at our options, and there are not a lot of these to be quite frank.

in any case, | hope that we will be able to continue to maintain the good communication channels we
have built whatever the road we may need to take for the sustainability of the business.

Regards,

! Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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Serge

Serge Gosselin
General Manager

Rio Tinto / Sebree Works
9404 State Route 2096, Robards, Kentucky, 42452.9735, USA

T: +1(270) 521 7300 M: +1 (270) 577 4162 F. +1 (270) 521 7305
serge.gosselin@riotinto.com / www.sebreeworks.com

Assistant : Donna Freitag 270-521-7302

Avis:

Ce message et toute piéce jointe sont la propriété de Rio Tinto et sont destinés seulement aux personnes ou 2
I'entité 4 qui le message est adressé. Si vous avez regu ce message par erreur, veuillez le détruire et en aviser
I'expéditeur par courriel. Si vous n'étes pas le destinataire du message, vous n'étes pas autorisé 2 utiliser, 3

copier ou & divulguer le contenu du message ou ses piéces jointes en tout ou en partie.

Notice:
This message and any attachments are the property of Rio Tinto and are intended solely for the named

recipients or entity to whom this message is addressed. If you have received this message in error please inform
the sender via e-mail and destroy the message. If you are not the intended recipient you are not allowed to use,

copy or disclose the contents or attachments in whole or in part.

Case No. 2012-00535

Attachment for Response to AG 1-60
Witness: Mark A Bailey

Page 31 of 38


http://yyw,sebreeworh.com

Mark Bailey

From: Mark Bailey

Sent: Wednesday, January 16, 2013 11:51 AM

To: 'Burns Mercer'; 'Kelly Nuckols'; 'Bill Denton'; 'James Sills"; "Larry Elder"; 'Lee Bearden'; 'Paul
_ Edd Butler'; "Wayne Ellioft’

Cc: Greg Starheim

Subject: FW: Follow-up on BREC offer for energy supply

FY1. Mark

From: Mark Bailey

Sent: Wednesday, January 16, 2013 11:50 AM
To: ‘Gosselin, Serge (RTA)'

Cc: Greg Starheim

Subject:

Hello Serge, Thanks for your message.

iar,

From: Gosselin, Serge (RTA) [mailto:Serge.Gosselih@riotinfo.com]
Sent: Tuesday, January 15, 2013 8:36 AM

To: Mark Bailey
Cc: Greg Starheim; Miller, Jack (Cable); Seberger, Donald (RTSS)

Subject: Follow-up on BREC offer for energy supply

Good day Mark,

As you know Mark, we have worked with BREC, Kenergy, legislators and local leaders for few years
now in order to solve this long term and deteriorating issue related to energy price. Century’s notice

accelerated the issue.

Again, and | mean this sincerely, | appreciate the time you have spent trying to accommodate the
situation of our business.

! Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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In any case, | hope that we will be able to continue to maintain the good communication channels we
have built whatever the road we may need to take for the sustainability of the business.

Regards,

Serge

Serge Gosselin
General Manager

Rio Tinto / Sebree Works
9404 State Route 2096, Robards, Kentucky, 42452-9735, USA

T: +1(270) 521 7300 M. +1 (270) 577 4162 F. +1 (270) 521 7305
serge.gosselin@ riotinto.com / www.sebreeworks.com

Assistant ;: Donna Freitag 270-521-7302

Avis:

Ce message et toute piéce jointe sont la propriété de Rio Tinto et sont destinés seulement aux personnes ou &
I'entité 4 qui le message est adressé. Si vous avez regu ce message par erreur, veuillez le détruire et en aviser
'expéditeur par courriel. Si vous n'étes pas le destinataire du message, vous n'étes pas autorisé  utiliser, a
copier ou 2 divulguer le contenu du message ou ses piéces jointes en tout ou en partie.

Notice:
This message and any attachments are the property of Rio Tinto and are intended solely for the named

recipients or entity to whom this message is addressed. If you have received this message in error please inform
the sender via e-mail and destroy the message. If you are not the intended recipient you are not allowed to use,
copy or disclose the contents or attachments in whole or in part.

2 Case No. 2012-00535
Attachment for Response to AG 1-60
Witness: Mark A Bailey
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"From: Renee Jones [mailto:RIones@kenergycorp.com]
Sent: Friday, February 15, 2013 10:57 AM

To: All Employees
Cc: Marty Littrel; Tim Gossett; 1zell White

Subject: Public notice - Kenergy's flow-through filing
Importance: High

Guod morning, all!

The attached information will run in ads in ¢rea newspapers before March 1, which is the date of our flow-through rate
filing. That rate filing is needed to fiow through Big Rivers’ proposed rate increases, which were filed with the PSC on
Jan. 15,

We wanted you 1o be aware of these ads before they appaar in local newspapers.

These attached proposed increases are to cover lost reverniue caused by Century Aluminum’s departure from Big Rivers’
system.

3ig Rivers will file a separate rate case later this year to cover revenue lost from Alcan’s expected departure irom the
- system in January 2014.

fou will notice a difference in the percentages on this attachment {next-to-last page where it says “The effect of the
yroposed rates on the average monthly bill by rate class is as follows:") as opposed to the percentages we've presented
o our members since Jan. 15. For example, we have used 19 percent for residential. Our rate case proposes 21.4
yercent for residential.

Vhat caused the difference? Big Rivers’ rate filing/number crunching deals with all three cooperatives. However,
‘energy’s rate filing is specific to Kenergy members.

“vou have questions, please contact mel

enee Beasley Jones
energy Communications and PR idanager
300} 844-4832, extension 6103

3 Case No. 2012-00535
Attachment for Response to AG 1-60

Witness: Mark A Bailey
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PUBLIC NOTICE
CASE NO. 2013-00035

THE APPLICATION OF KENERGY CORP,
FOR AN ADJUSTMENT IN EXISTING RATES

Kenergy Corp., 6402 Old Corydon Road, Henderson, KY 42420, will file an application for an adjustment in existing rates with
the Kentucky Public Service Commission in Case No. 2013-00035. The proposed changes are designed to flow-through to
Kenergy's customers the wholesale power expense increase of $53,657,265, which will result from the rate increase Big
Rivers Electric Corporation proposes in Case No. 2012-00535. The rates contained in this notice are the rates proposed

by Kenergy Corp.; however, the Kentucky Public Service Commission may order rates to be charged that differ from the
arc:posed rates. Such action may result in rates for members other than the rates proposed by Kenergy and contained in this
1otice.

The present and proposed rates are as follows:

Present Rate Schedule Proposed Rate Schedule

lesidential Service (Single & Three-Phase):
iustomer Charge per Delivery Point $ 12.00 per month $ 14.40 per month
‘nergy Charge per KWH $0.077904 $0.09350
I Non-Residential Single Phase:
ustomner Charge per Delivery Point $ 17.00 per month $ 20.40 per month
nergy Charge per KWH $0.076587 $0.09192
1ree-Phase Demand
on-Dedicated Delivery Points (0 - 1,000 KW):
istomer Charge per Delivery Point $ 35,00 per month $ 42.01 per month
amand Charge:
\f KW During Month $ 4.44 $ 5.33
iergy Charge:

irst 200 KWH per KW, per KWH $ 0.067279 $ 0.08075
lext 200 KWH per KW, per KWH $ 0.051605 $ 0.06194

1l Over 400 KWH per KW, per KWH $ 0.045679 $ 0.05482

rimary Service Discount $ .50 per KW $ 60 per KW
ree-Phase Demand

n-Dedicated Delivery Points (1,001 KW & Over):

tion A - High Load Factor (above 50%)

ustomer Charge per Dellvery Point $ 750.00 per month $ 800.15 per month
mand Charge:

| KW During Month $ 9.38 $ 11.26

argy Charge:

st 200 KWH per KW, per KWH $ 0.040129 $ 0.04816

axt 200 KWH per KW, per KWH 5 0.036866 $ 0.04425

Over 400 KWH per KW, per KWH $ 0.034895 $ 0.04188

imary Service Discount $ 50 per KW $ 60 per KW
ion B - Low Load Factor (below 50%)

istomer Charge per Delivery Point $ 750.00 per month $ 900.15 per month
1and Charge:

KW During Month $ 528 $ 6.34

rgy Charge:

st 150 KWH per KW, per KWH $ 0.055613 $ 0.06875

er 150 KWH per KW, per KWH $ 0.04872 $ 0.05845

mary Service Discount $ 50 per KW $ Cdi%e No. 204290535

Attachment for Response to AG 1-60
Witness: Mark A Bailey
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Item 61)

Financial Model filed with the Commission as Exhibit 79 in Case No.

BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013
February 28, 2013

Provide a comparison of the October 2008 Unwind

2007-00455 (Commission approval of “Unwind Transaction”) and per
Commission’s November 17 Order in the 2011 rate case (per Ms.
Richert testimony, p. 8, lines 3 to 7) to the information including in
this current rate case proceeding (and related projected financial
results, adjustments, transactions, credit ratings, TIER/MFIR and

other factors) and address the following:

a. Identify and explain all differences between Big Rivers’

“Unwind Transaction” model in the prior proceeding to
related amounts and projections included in this rate
proceeding, and provide supporting calculations and

assumptions for all differences.

. Provide all updates to the original “Unwind Transaction”

model, from the prior proceeding through 2013 YTD, and

provide supporting documentation.

. Identify material changes to the Financial Model and its

structure, comparing the model filed in this rate case to

the financial model presented in the “Unwind” case.

Response) Big Rivers objects that this request is unduly burdensome and

not reasonably calculated to lead to the discovery of admissible evidence.

Case No. 2012-00535
Response to AG 1-61
Witness: Travis A. Siewert
Page 1 of 3



BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Notwithstanding these objections, and without waiving the same, Big Rivers

states as follows.

a. There are numerous differences that have occurred since the
“Unwind Transaction” model was developed and it would be
time consuming and difficult to make a meaningful
comparison. These changes include, but are not limited to:
environmental regulations, fuel pricing, off-system pricing,
interest rates, staffing levels, depreciation rates and debt
financings. With that in mind, the two models referenced are
being provided for analysis. The Unwind model is being
provided in response to AG 1-7. The Financial Model used in
this rate case is the Microsoft Excel file titled “PSC 1-57 —
Financial Forecast (2013-2016) Filed -~ CONFIDENTIAL.xIsx”
provided on the confidential CD accompanying the response
to PSC 1-57.

b. No updates to the “Unwind Transaction” model have occurred
since the Unwind Transaction. Please see the response to
item (c) below.

c. The financial model in this rate case and the financial model
used in the “Unwind” case are not comparable. The financial

model in this rate case was developed “in-house” after the

Case No. 2012-00535
Response to AG 1-61
Witness: Travis A. Siewert
Page 2 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Unwind in an RUS financial statement format to be used for

forecasting and budgeting purposes.

Witness) Travis A. Siewert

Case No. 2012-00535
Response to AG 1-61
Witness: Travis A. Siewert
Page 3 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 62) Ms. Richert’s testimony (p. 12, lines 4 to 14) explains the
decline in off-system sales as contributing to Big Rivers’ precarious
financial condition, noting the 2011 Rate Case test period off-system
sales net sales margin was $19.4 million (for twelve months ending
October 31, 2010), and the similar net sales margin is projected at
$4.4 million for the projected twelve months ending August 31, 2014
in this proceeding. Address the following and provide updates on a

continuing basis:

a. Provide calculations and supporting documents of the
$19.4 million net sales margin from the prior proceeding
and show gross sales (by source), offsets, and net sales
margin by month.

b. For the period November 31, 2010 through 2013 YTD
provide actual amounts (and provide projections from
2013 through calendar year 2015 and 2016 included in
this proceeding) for gross sales (by source), offsets, and net
sales margin for each month. In all cases, explain and
show the reasons for significant changes from month to

month.

Response) To the extent this request seeks continuous or ongoing updates,

Big Rivers objects on the grounds that it is overbroad and unduly
Case No. 2012-00535

Response to AG 1-62

Witness: Billie J. Richert

Page 1 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

burdensome. Notwithstanding this objection, but without waiving it, Big

Rivers states that it will only update its response as required by law, as

ordered by the Commission, or as it otherwise deems appropriate.

Witness)

a. The requested information is provided in the CONFIDENTIAL

attachment to this response.

. Big Rivers objects to this request on the grounds that the use of

the word “significant” is unduly vague and ambiguous.
Notwithstanding this objection, but without waiving it, the
requested information is provided in the attachment to this
response. Big Rivers’ makes every effort to maximize the off-
system margin with its available generation to reduce the
revenue requirement from its Members. The explanation for
month to month changes can be attributed to a variety of
reasons including, but not limited to: available generation,
market conditions, number of on-peak and off-peak hours,

variable expenses, weather and member load.

Billie J. Richert

Case No. 2012-00535
Response to AG 1-62
Witness: Billie J. Richert
Page 2 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 63) Ms. Richert’s testimony (p. 12, lines 22 to 24) states that
the July 2012 refinancing of RUS debt will provide expense savings
that will offset the annual revenue deficiency by about $4 million.

Address the following and provide updates on a continuing basis:

a. Provide all documentation and calculations supporting the
July 2012 RUS debt refinance.

b. Provide documentation and calculations supporting the
change in interest expense, principal payments, debt
outstanding and other costs related to the July 2012 RUS
refinance.

c. Explain and provide all calculations regarding the $4 million
savings cited by Ms. Richert.

d. Explain how the refinance of debt impacted the calculation
of TIER and MFIR.

e. Identify and describe all consulting and other costs that Big
Rivers incurred related to the refinancing of debt, and
provide amounts by expense/capital account number (and
identify the names of all outside consultants). Explain and
show all of these costs that are included in this rate

proceeding.

Case No. 2012-00535
Response to AG 1-63
Witness: Billie J. Richert
Page 1 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Response) To the extent this request seeks continuous or ongoing updates,
Big Rivers objects on the grounds that it is overbroad and unduly
burdensome. Notwithstanding this objection, but without waiving it, Big
Rivers states that it will only update its response as required by law, as
ordered by the Commission, or as it otherwise deems appropriate.

a. Please reference Case No. 2012-00119, Application of Big Rivers
Electric Corporation for Approval to Issue Evidences of
Indebtedness, for all documentation and calculations supporting
the July 2012 RUS Series A Note refinance.

b. Please see item a above.

c. A calculation of the approximately $4 million in savings related to
the RUS Series A Note refinance is attached to this response.

d. TIER is calculated as follows: (Margins + Interest Expense on Long-
Term Debt) / Interest Expense on Long-Term Debt). MFIR is
calculated as follows: (Margins + Interest Expense on Long-Term
Debt + Income Taxes) / Interest Expense on Long-Term Debt. The
approximately $4 million in refinance savings serves to increase
the Margins component of each calculation and decrease the
Interest Expense on Long-Term Debt component of each
calculation, thereby reducing the revenue required to achieve a
1.24 TIER in the fully forecasted test period.

e. Please see attached schedule.

Case No. 2012-00535
Response to AG 1-63
Witness: Billie J. Richert
Page 2 of 3



BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Witness) Billie J. Richert

Case No. 2012-00535
Response to AG 1-63
Witness: Billie J. Richert
Page 3 of 3



Big Rivers Electric Corporation
Case No. 2012-00535
Attachment to Response for AG 1-63c
RUS Series A Note Refinance Savings

Series A Note Refinance($440,771,549 * 1.43%)] (6,303,033)
Additional Borrowing ($96,228,451 * 4.41%) 4,243,675
Interest Expense CTC Loan 2,214,409
Interest Income CTC Investment (1,771,527)
Estimated Patronage Allocation (2,706,448)
Amortize Loss on Reacquired RUS Series A Note 60,482
Amortize Refinancing Cost 73,359
Net Decrease in Expenses (4,189,083)

' RUS Series A Note Interest Rate is 5.84% versus CoBank/CFC interest Rate of
4.41%

Case No. 2012-00535
Response to AG 1-63(c)
Witness: Billie J. Richert
Page 1 of 1



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-63(e)
Costs Incurred in Refinancing of RUS Debt

Month
Booked Vendor Invoice # A/C 181.300 Description

01/12  Sullivan, Mountjoy, Stainback & Miller P.S.C. 111,190 $ 3,135 Legal
Total January 2012 $ 3,135

02/12  Orrick, Herrington & Sutcliffe 1348821 b 47,139  Legal

02/12  Orrick, Herrington & Sutcliffe 1348823 Legal

02/12  Orrick, Herrington & Sutcliffe 1348825 152 Legal

02/12  Orrick, Herrington & Sutcliffe 1353146 58,133 Legal

02/12  Omrick, Herrmgton & Sutcliffe 1353168 Legal

02/12  Orrick, Herrington & Sutcliffe 1353178 340  Legal

02/12  Sullivan, Mountjoy, Stainback & Miller P.S.C. 111,659 6,769  Legal
Total February 2012 $ 112,533

03/12  Orrick, Herrington & Sutcliffe 1359204 3 22,031  Legal

03/12  Orrick, Herrington & Sutcliffe 1359205 Legal

03/12  Shipman and Goodwin 410650 7,714 Legal

03/12 Sullivan, Mountjoy, Stainback & Miller P.S.C. 112,228 15,500  Legal
Total March 2012 $ 45,245

04/12  Sullivan, Mountjoy, Stainback & Miller P.S.C. 112,554 $ 16,914 Legal
Total April 2012 $ 16,914

05/12  Orrick, Herrington & Sutcliffe 1363410 b 15947  Legal

05/12  Orrick, Herrington & Sutcliffe 1363411 Legal

05/12 Sullivan, Mountjoy, Stainback & Miller P.S.C. 113,000 11,668  Legal
Total May 2012 $ 27,615

06/12 KPMGLLP 44452493 $ 3,625  Legal

06/12 Latham & Watkins 120307044 69,158  Legal

06/12  Orrick, Herrington & Sutcliffe 1368390 51,174  Legal

06/12  Orrick, Herrington & Sutcliffe 1368392 Legal

06/12 Sullivan, Mountjoy, Stainback & Miller P.S.C. 113,455 15972  Legal
Total June 2012 $ 139,929

Case No. 2012-00535
Response to AG 1-63(e)
Witness: Billie J. Richert
Page 10f2



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-63(¢)
Costs Incurred in Refinancing of RUS Debt

Month
Booked Vendor Invoice # A/C 181.300 Description
07/12 CoBank ACB 12772 5 983289  Arrangement & Upfront Fees
07/12 KPMGLLP 00000001 3,775  Legal
07/12 Latham & Watkins 120308155/120308154 13,822 Legal
07/12  Orrick, Hemington & Sutcliffe 1373599 43912 Llegal
07/12  Orrick, Herrington & Sutcliffe 1373606 Legal
07/12 Ormrick, Herrington & Sutcliffe 1373612 9,474  Legal
07/12 Shipman and Goodwin 415193 17,206  Legal
07/12  Sullivan, Mountjoy, Stainback & Miller P.8.C. 113,893 15,157 Legal
Total July 2012 $ 1,086,635
08/12 Orrick, Herrington & Sutcliffe 1378732 $ 29347  Legal
08/12 Orrick, Herrington & Sutcliffe 1378776 Legal
08/12 Sullivan, Mountjoy, Stainback & Miller P.S.C. 114,297 1,397  legal
Total August 2012 3 30,744
09/12 Orrick, Herrington & Sutcliffe 1383756 3 2234 Legal
09/12  Orrick, Herrington & Sutcliffe 1383757 Legal
09/12 Ormrick, Herrington & Sutcliffe 1383762 49  Legal
Total September 2012 $ 2,283
10/12  Orrick, Herrington & Sutcliffe 1386035 $ 2,649  Legal
Total October 2012 $ 2,649
Grand Total $ 1,467,682

NOTE: The cost of refinancing the RUS Series A Note was recorded in Account 181 Unamortized Debt Expense and is being amortized over the life of the
CoBank and CFC Term Loans.
The total amortized cost included in this rate proceeding is $73,359.

Case No. 2012-00535
Response to AG 1-63(e)
Witness: Billie J. Richert
Page 2 0f 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 64) Reference the Richert testimony at p. 14, lines 2-3,
wherein it is stated that Big Rivers “has secured some additional net
cost savings” since the 2011 rate case. Please fully identify and

quantify any and all such savings.

Response) The statement on page 14, lines 2-3 of the Richert testimony
concerning additional net cost savings refers to the approximately $4 million
in savings related to the July 2012 refinancing of the RUS Series A Note, as
noted on page 12, lines 22-24 of the Richert testimony. For more details
concerning the RUS Series A Note refinance, please see the response to AG

1-63.

Witness) Billie J. Richert

Case No. 2012-00535
Response to AG 1-64
Witness: Billie J. Richert
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 65) Ms. Richert’s testimony (p. 14, line 8 to 16) states that the
forecasted test period of September 1, 2013 through August 31, 2014
was selected because it is the first full twelve calendar months
following the termination of the Century contract and is
representative of Big Rivers’ expected operations and financial
condition after that date. Address the following and provide updates

on a continuing basis:

a. Identify all amounts and adjustments in this forecasted
test period ending August 31, 2014 that Big Rivers
considers to be “known and measurable”, and identify all
amounts and adjustments that are not considered to be
“known and measurable”, and explain why Big Rivers
believes such amounts and adjustments are, or are not,
“known and measurable.”

b. Provide Big Rivers’ definition of “known and measurable”
and provide citation to prior Commission rate cases that

supports this definition.

Response) Big Rivers objects to this request on the grounds that it seeks
information that is protected by the attorney-client and attorney work
product privileges. Notwithstanding this objection, but without waiving it,

Big Rivers states as follows.
Case No. 2012-00535
Response to AG 1-65
Witness: John Wolfram
Page 1 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

The “known and measurable” standards are applicable to the use of a
12-month historical test period but are not applicable to the use of a fully
forecasted test period. See Section 10 of 807 KAR 5:001 pursuant to which
this application was filed. For this reason, Big Rivers has neither defined
the phrase nor considered the distinction referenced in the question for the
amounts and adjustments in this case.

To the extent this request seeks continuous or ongoing updates, Big
Rivers also objects on the grounds that it is overbroad and unduly
burdensome. Notwithstanding this objection, but without waiving it, Big
Rivers states that it will only update its response as required by law, as

ordered by the Commission, or as it otherwise deems appropriate.

Witness) John Wolfram

Case No. 2012-00535
Response to AG 1-65
Witness: John Wolfram
Page 2 of 2






BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Item 66)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013
February 28, 2013

Ms. Richert’s testimony (p. 17, lines 7 to 15) addresses the

use of Burns & McDonnell as the vendor for the depreciation study.

Address the following and provide updates on a continuing basis:

Response)

Provide the consulting costs/fees paid to Burns &
McDonnell for the depreciation study in the 2011 Rate
Case and for the depreciation study in this rate case, and
show amounts expensed and -capitalized by account
number and description, and explain the reasons for
differences in these consulting costs/fees.

Provide copies of invoices from Burns and McDonnell for
the depreciation studies in the 2011 Rate Case and in the
current proceeding.

Identify the amounts of Burns & McDonnell consulting fees
included in the current rate proceeding by account
number, explain if these amounts are amortized, and

provide supporting calculations.

Please see the attached schedule showing the consulting
costs/fees paid to Burns & McDonnell for the depreciation

study in the 2011 Rate Case and for the depreciation study in
Case No. 2012-00535

Response to AG 1-66

Witness: Billie J. Richert

Page 1 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

this rate case. The $37,800 reduction in Burns & McDonnell
consulting costs/fees reflects the close proximity in time in
which each study was performed allowing work performed in
the earlier study (2011 Study”) to be used to expedite the
completion of the recent study (“2012 Study”). For example, the
depreciation model developed in the Burns & McDonnell 2011
Study was already available, requiring only the appropriate
updates for use in performing the analyses required for the
2012 Study. On-site inspections that were completed for the
2011 Study were recent enough to eliminate a repeat of this
requirement — requiring only a review and update of operation
and maintenance activities performed at the generation and
transmission facilities since the completion of the 2011 Study.
In general, the 2011 Study provided much of the framework
needed to allow for an expedited completion of the 2012 Study -

resulting in the reduction of required consulting costs/fees.

. Please refer to PSC 1-54 for copies of Burns & McDonnell

invoices related to this rate case proceeding. Big Rivers objects
to providing the Burns & McDonnell invoices from the 2011 rate
case as being not reasonably calculated to lead to the discovery
of admissible evidence and, further, as being unduly

burdensome insofar as the invoices were already provided to the

Case No. 2012-00535
Response to AG 1-66
Witness: Billie J. Richert
Page 2 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Witness)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

parties (including the Office of the Attorney General) in that
case.

Big Rivers is requesting approval to recover, through rates, the
costs it incurs in this case and the authority to amortize these
costs over 36 months (see Direct Testimony of Ms. DeAnna M.
Speed-Tab No. 68). The Burns & McDonnell expenses included
in the Forecasted Test Period of $33,432 represent one-third of
the total budgeted expenses for Burns & McDonnell associated
with this rate case proceeding and are expensed in account

number 923.

Billie J. Richert

Case No. 2012-00535
Response to AG 1-66
Witness: Billie J. Richert
Page 3 of 3



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-66(2)
Burns & McDonnell-Depreciation Study Costs

Deferred Debit Outside Services Outside Services
2012 Rate Case Exp Employed Employed
Total A/C 186 A/C 723 A/C 923
Rate Case 2012-00535 Estimated Costs $ 46,700 $ 46,700 $ - -
Rate Case 2011-00036 $ 84,500 $ 853 83,647
Difference $ (37,800)
Rate Case 2012-00535 Actual Costs through
January 2013 $ 42,300 $ 42,300

Case No. 2012-00535

Attachment to Response for AG 1-66(2)
Witness: Billie J. Richert

Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Item 67)

Response)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013
February 28, 2013

Reference Richert Exhibit-3.

. How do depreciation rates approved by RUS compare to

industry standards for a prudent utility?

How long has RUS been concerned about deferrals on
major inspections and maintenance?

Please produce all relevant communications and related
documents to/from RUS.

Please indicate whether the plan for deferring
maintenance was the result of action by Big Rivers’ board
of directors. If so, please provide a copy of all relevant
documents including minutes and resolutions. If it was not
the result of action by the board of directors, please
identify who was responsible for making the decision(s).
Please indicate whether the company would agree to allow
an expert working on behalf of the Attorney General, and
any other intervenor or PSC staff, to inspect Big Rivers’

facilities.

Case No. 2012-00535
Response to AG 1-67
Witnesses: a-c. Billie J. Richert
d-e. Robert W. Berry

Page 1 of 3



W 00 N O U A W N e

NOONON R R R R e R B
NP O W LN R W N R, D

BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

a. Burns & McDonnell’s approach used to develop the Big Rivers

depreciation rates approved by RUS incorporates generally accepted
depreciation study procedures and actuarial analyses widely used by
the utility industry. The Depreciation Study submitted to RUS for Big
Rivers is consistent with depreciation studies that a number of other
rural electric cooperatives have filed with RUS and RUS has approved.
However, individual requirements and rates will vary based on each
cooperative’s specific depreciation situation and what RUS and

different state regulatory commissions require and approve.

. RUS first expressed its concern about deferral of major inspections

and maintenance in its letter of approval of the depreciation rates
supported by the Depreciation Study dated November 2012, prepared
by Burns & McDonnell Engineering Company, Inc. Big Rivers’ letter
dated February 6, 2013, to Mr. Chris Tuttle, Acting Deputy Assistant
Administrator of the Rural Utilities Service (RUS), in response to
RUS’s concern is included with the attachments provided in response

to Item 67(c) below.

. All relevant communications and related documents to/from RUS

related to Richert Exhibit-3 are provided in response to KIUC 1-1.

. The plan for deferring maintenance to achieve minimum TIER was not

a Big Rivers Board of Directors action. Big Rivers’ senior management

and its Internal Risk Management Committee reviewed the

Case No. 2012-00535
Response to AG 1-67
Witnesses: a-c. Billie J. Richert
d-e. Robert W. Berry

Page 2 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

maintenance deferral plans that were devised by the production
management staff and determined it was the best course of action to
assure minimum TIER with least possible risk. The maintenance
deferral plans were presented to the Board of Directors as a matter of
information, not as a request for Board approval.

e. Big Rivers will allow such inspections as required by law and other
inspections by Public Service Commission Staff as agreed to between

Public Service Commission Staff and Big Rivers.

Witnesses)
a-c. Billie J. Richert
d-e. Robert W. Berry

Case No. 2012-00535
Response to AG 1-67
Witnesses: a-c. Billie J. Richert
d-e. Robert W. Berry

Page 3 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 68) Please refer to line 10, page 17 of the Richert testimony,
where it refers to “process issues” related to Burns & McDonnell’s

performance of the previous depreciation study for Big Rivers.

a. List and describe each of the “process issues that arose
during the development and completion of the
[depreciation] study”.

b. Describe in detail how each of those “process issues” have

since been resolved.

Response) The process issues referred to in this data request were fully
explained in Case No. 2011-00036.

Witness) John Wolfram

Case No. 2012-00535
Response to AG 1-68
Witness: John Wolfram
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 69) Provide complete copies of all correspondence and
documents related thereto between Big Rivers and Burns &
McDonnell, since the selection of Burns & McDonnell to perform the

depreciation study for the 2011 rate case.

Response) Please refer to the attachment, which includes correspondence
and documents between Big Rivers and Burns & McDonnell related to the
2012 depreciation study for the instant Case No. 2012-00535.

Please also refer to attachments provided to Kentucky Industrial
Utility Customers, Inc. (‘KIUC”) Data Requests Item 1-1, 1-2 and 1-3 in
Case No. 2011-00036 for correspondence and documents provided between
Big Rivers and Burns & McDonnell related to the depreciation study for the

2011 rate case.

Witness) Billie J. Richert

Case No. 2012-00535
Response to AG 1-69
Witness: Billie J. Richert
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 70) Provide copies of all employment contracts with Big Rivers
officers/executives, along with employment contracts of predecessor
officer/executives from 2010 through 2013 YTD and provide updates

on a continuing basis.

Response) To the extent this request seeks continuous or ongoing updates,
Big Rivers objects on the grounds that it is overbroad and unduly
burdensome. Notwithstanding this objection, but without waiving it, Big
Rivers states that it will only update its response as required by law, as

ordered by the Commission, or as it otherwise deems appropriate.

There are no employment contracts with Big Rivers officers/executives

or their predecessors YTD 2013, nor were there any in 2010, 2011, or 2012.

Witness) James V. Haner

Case No. 2012-00535
Response to AG 1-70
Witness: James V. Haner
Page 1 of 1
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 71) Provide copies of “golden parachute” agreements and
contracts with current Big Rivers officer/executives and for
predecessor officer/executives from 2010 through 2013 YTD for each
employee and show amounts paid by account number and year and

provide updates on a continuing basis.

a) Provide copies of any other agreement(s), or cite to any
verbal agreements that indicate any compensation or
remuneration of any type or sort that would or could be
paid to Big Rivers’ executives in the event Big Rivers files

bankruptcy.

Response) Big Rivers objects to this request on the grounds that the use of
the term ‘'golden parachute" is wunduly vague and ambiguous.
Notwithstanding this objection, but without waiving it, Big Rivers states that
there are no “golden parachute” agreements or contracts with Big Rivers’
officers/executives or their predecessors from 2010 through 2013 YTD.
There are no other agreements indicating compensation or remuneration
that would or could be paid to Big Rivers’ executives in the event Big Rivers
files bankruptcy.

To the extent this request seeks continuous or ongoing updates, Big
Rivers objects on the grounds that it is overbroad and unduly burdensome.

Notwithstanding this objection, but without waiving it, Big Rivers states that
Case No. 2012-00535

Response to AG 1-71

Witness: James V. Haner

Page 1 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

it will only update its response as required by law, as ordered by the

Commission, or as it otherwise deems appropriate

Witness) James V. Haner

Case No. 2012-00535
Response to AG 1-71
Witness: James V. Haner
Page 2 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 72) Address the following regarding all payments to outside

attorneys and legal representation.

a. Provide all legal costs expensed and capitalized by
account number and vendor name for each year 2010,
through 2013 YTD and for all forecasted periods.
Explain the services provided by each attorney.

b. Provide copies of invoices for all payments to attorneys
Jrom 2011 through 2013 YTD.

c. Regarding (a) and (b), identify all recurring and
nonrecurring legal fees.

d. Regarding (a) and (b), identify all amounts paid as
retainers or under a fixed-fee arrangement and provide

supporting documents.

Response) Big Rivers objects to this request as overly broad, unduly
burdensome, and not reasonably calculated to lead to the discovery of
admissible evidence. Big Rivers further objects to the extent that this
request seeks information that is subject to the attorney-client and attorney
work product privileges. Notwithstanding these objections, and without

waiving them, Big Rivers responds as follows.

Case No. 2012-00535
Response to AG 1-72
Witness: Billie J. Richert
Page 1 of 2
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Witness)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

. Please see the attached schedule for 2010 through 2012, the

Base Period April 30, 2013 and the Forecasted Test Period
August 31, 2014. Detail by vendor and account number is not
available for 2013 YTD at this time.

. Please see the objection, above.
. Please refer to subpart (a), above.

. There are no amounts paid as retainers or under a fixed-fee

arrangement.

Billie J. Richert

Case No. 2012-00535
Response to AG 1-72
Witness: Billie J. Richert
Page 2 of 2



Payments to Outside Attorneys and Legal Representation
(Excludes Expenses Associated With This Rate Proceeding)

Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-7 2(a) (¢

Vendor Total A/C 101 AIC 107 A/C 143 A/C 181 A/C 182 A/C 183 A/C 555 A/C 723 A/C 923 A/C 928
2010 (GROSS of CITY SHARE)

Chapman & Cutler LLP $ 36,390 - $ - $ - $ 36,390 $ - $ - $ - 3 - $ - 3 -
Dorsey, King, Gray, Norment & Hopgood 3,583 3,583
Hogan & Lovells, LLP 1,288,868 55,555 141,818 6,838 5,049 464,026 615,582
Kerrick, Stivers, Coyle 185 185
Orrick, Herrington, Sutcliffe 543,069 4,409 521,748 446 16,466
Amold Porter - RUS Counsel 10,537 10,537
Shipman & Goodwin 22260 22,260
Sullivan, Mountjoy, Stainback & Miller PS.C. 819,115 198 79,266 25316 87,481 32,904 27,750 440,805 125,395
Ziemer, Stayman, Wietzel 18,485 1,985 16,500

Total 2010 $ 2,742,492 198 $ 138,404 $ 171,543 $ 667,879 $ - $ 39,742 $ T % 35230 § 948519 $ 740977

Case No. 2012-00535

Response to AG 1-72(a) (c)

Witness: Billie J. Richert
Page 1 0of 4




Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-7 2(a) ()
Payments to Outside Attorneys and Legal Representation
(Excludes Expenses Associated With This Rate Proceeding)

Vendor Total A/C 101 A/C 107 A/C 143 A/C 181 A/C 182 A/C 183 AJC 555 AICT23 AIC923 A/C 928
2011 (GROSS of CITY SHARE)

Hogan & Lovells, LLP $ 1,083,872 $ - $ - $ 26228 $ - 3 - $ - 3 - 5 - 128937 $ 928,707
Orrick, Herrington, Sutcliffe 45,156 13.460 29,255 2441
Steptoe & Johnson LLP 7.240 7,240
Sullivan, Mountjoy, Stainback & wmilter 2.S.C. 979,893 50,744 89,228 41.873 377,184 420,864
Ziemer, Stayman, Wietzel 29,349 29,349

Total 2011 $ 2,145,510 $ - $ 50,744 § 128916 8 - $ - § 41873 $ - $ - $ 571,965 $1,352,012

Case No. 2012-00535
Response to AG 1-72(a) (©
Witness: Billie J. Richert
Page 20f 4



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-7 2(a) (0)
Payments to Outside Attorneys and Legal Representation
(Excludes Expenses Associated With This Rate Proceeding)

Vendor Total A/C 101 A/C 107 A/C 143 A/C 181 A/C182 A/C 183 A/C 555 A/C 723 A/C 923 A/C 928
2012 (GROSS of CITY SHARE)

Dinsmore & Shohl LLP : $ 127,099 3 - $ - § 78785 $ - % - 3 - $ - 3 - $ 48314 $ -
DLA Piper LLP 1,012 759 253
Hogan & Lovells, LLP 641,072 326,289 220,046 94.737
Hunton & Williams LLP 49,862 49,862
Latham and Watkins LLP 165,961 165,961
Orrick, Herrington, Sutcliffe 1,165919 244,337 717,603 203,979
Shipman & Goodwin 29,194 29,194
Sullivan, Mountjoy, Stainback & Miller P.S.C. 1,212,998 29,846 186,389 153,053 224726 (8,190) 467,154 160.020
Ziemer, Stayman, Wietzel 24,453 24,453

Total 2012 $ 3417570 $ - $ 29,846 $ 836,559 $ 1,065,811 $ 224,726 $  (8,190) % - $ - $1.014,061 $ 254,757

Case No. 2012-00535
Response to AG 1-72(a) ()
Witness: Billie J. Richert
Page 3 of 4



Big Rivers Electric Corporation

Attachment to Response for AG 1-72(a) (c)
Payments to Outside Attorneys and Legal Representation
(Excludes Expenses Associated With This Rate Proceeding)

Case No. 2012-00535

Vendor Total A/C 101 A/C 107 A/C 143 A/C 181 A/C 182 A/C 183 AIC 555 A/C 723 A/C 923 A/C 928
Base Period TME April 30, 2013
(NET of CITY SHARE)
DLA Piper LLP $ 253 $ - 8 - 253 -
Hogan & Lovells, LLP 136,833 136,833
Hunton & Williams LLP 49,862 49,862
Orrick, Herrington, Sutcliffe 148,688 148,688
Sullivan, Mountjoy, Stainback & Miller PS.C. 428,495 3,581 419,002 5912
Ziemer, Stayman, Wietzel 10,327 1,109 9,218
$ 774,458 3 - $ 4,690 763,856 5,912
Forecasted Test Period August 31,2014
(NET of CITY SHARE)
Orrick, Herrington, Sutcliffe $ 24,000 $ - 3 24000 -
Sullivan, Mountjoy, Stainback & Miller pPs.C 174,000 174,000
3 198,000 % - 3% - 198,000 -

Case No. 2012-00535
Response to AG 1-72(a) ()
Witness: Billie J. Richert
Page 4 0f 4
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 73) Regarding the Company adjustment related to rate case
costs, address the following and provide updates on a continuing

basis.

a. For all rate case costs included in this rate case, show
actual amounts expensed, deferred, and capitalized by the
year they were actually incurred or paid, and show actual
versus projected amounts included in this rate proceeding.
Provide amounts for each specific consultant and
attorney.

b. For all actual amounts in (a) for each consultant, and for
all subsequent actual amounts paid provide copies of the
consultants invoices. Show each consultant’s hourly
billing rate and number of hours for all services
performed.

¢. In addition to amounts included in rate case costs in this
proceeding, provide amounts expense and capitalized by
account number and by consultant/attorney for each of the
years 2010, 2011, 2012, and 2013 YTD. And provide
copies of actual invoices and show each consultant’s
hourly billing rate and number of hours for all services

performed.

Case No. 2012-00535
Response to AG 1-73
Witness: Travis A. Siewert
Page 1 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

d. Regarding (a), show the number of years that rate case
costs are amortized by consultant or in total, explain the
reason for this amortization period, and reconcile to the
Company’s rate case expense adjustment.

e. For (a) to (d) above, identify the amounts related to fixed-

fee arrangements and retainers.

Response) Big Rivers objects to this request as overly broad, unduly
burdensome, and not reasonably calculated to lead to the discovery of
admissible evidence. Big Rivers further objects to the extent that this
request seeks information that is subject to the attorney-client and attorney
work product privileges. Notwithstanding these objections, and without

waiving them, Big Rivers responds as follows.

a. Please see schedule attached.
b. Please refer to PSC 1-54.
Please see the attached schedule and the response to AG 1-72.

a o

The rate case costs are being amortized over a three year period.
Big Rivers requested, and received, a three year amortization
period for its rate case costs in its previous rate case, consistent
with Commission practice. There was no adjustment for rate
case costs related to the current rate case because the current

rate case costs are being deferred and amortized over a three
Case No. 2012-00535

Response to AG 1-73

Witness: Travis A. Siewert

Page 2 of 3
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION

Witness)

FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

year period for budgeting purposes. Therefore, one third of the
current rate case cost is being expensed in the forecast test
period. Any adjustment concerning rate case expenses relates
to the unamortized cost from Big Rivers’ previous rate case, as
noted in Reference Schedule 1.09 of Exhibit Wolfram-2. Please
see the response to PSC 2-36 concerning changes in the rate
case expense adjustment resulting from the Rehearing Order in

Case No. 2011-00036.

. There were no amounts related to fixed-fee arrangements and

retainers.

Travis A. Siewert

Case No. 2012-00535
Response to AG 1-73
Witness: Travis A. Siewert
Page 3 of 3



ACES Power Marketing
American Management LLC
Burns & McDonnell
Catalyst Consulting LLP
Dinsmore & Shohl, LLP
Orrick, Herrington, Sutcliffe

Sullivan, Mountjoy, Stainback & Miller, P.S.C.

Walker/Daniel M.
Other Expert Witnesses

Case No. 2012-00535

Attachment to Response for AG 1-73(a)
Witness: Travis A. Siewert

Page 1 of 2

Big Rivere Electric Corporation
C ). 2012-00535

Attachment to Response for AG 1-73(2)
Rate Case Costs Actual vs. Projected By Year Incurred

2012 YTD January2013
Actual Projected Variance (F)/U Actual Projected Variance (F)/U

$ - 3 17,280 % (17.280) - 8 3460 § (3,460)

2,065 - 2,065 - - -
42301 46,704 (4,403) - 4,991 (4.991)

103,103 163,428 (60,325) 23,830 29,000 (5,170)
44,067 74,440 (30.373) 11,639 29,120 (17.481)

14,785 - 14,785 460 - 460
80,760 107.400 (26,640) 41981 48,860 (6.879)

5.750 5,750 - -
- 28,965 (28,965 - 7,260 (7,260)

3 292,831 8 438217 % (145,386) 77910 § 122691 § (44,781)

NOTE: Actual costs are booked to account number 186. Big Riveris requesting approval to recover, through rates,
the costs it incurs in this case and the authority to amortize those costs over 36 months (see Tab No. 68).




ACES Power Marketing
American Management LLC
Bumns & McDonnell
Catalyst Consulting LLP
Dinsmore & Shohl, LLP
Orrick, Herrington, Sutcliffe

Sullivan, Mountjoy, Stainback & Miller, P.S.C.

Walker/Daniel M.
Other Expert Witnesses

Case No. 2012-00535

Attachment to Response for AG 1-73(a)
Witness: Travis A. Siewert

Page 2 0f 2

Big Rive- Wlectric Corporation
C i, 2012-00535

Attachment to Response for AG 1-73(a)
Rate Case Costs Actual vs. Projected By Year Incurred

A/C 186

Grand Total
Projected Rate Case Costs Description of Services Provided

42,940 Consultant fees/Testimony
- Consultant fees
100,297 Depreciation Study/Testimony
411256 Cost of Service Study/Rate Design/Testimony
521,080 Legal fees
- Legal fees
454,620 Legal fees
Consultant fees/Testimony
55,784 Testimony

1,585,977
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 74) For all outside services consultants and professional fess
not previously addressed (regulatory, legal, accounting, research and
development, customer service, broker fees, rating agencies, financial,
auditing, management studies, compensation studies, special studies,
economic, software, service quality, safety, lobbying, public relations,

training, etc.) provide the following information for 2011, 2012, and

2013 YTD and provide updates on a continuing basis:

a. Provide the name of the vendor, a brief description of services
or products provided, and the amount expensed and
capitalized by account number.

b. Provide copies of applicable contracts, purchase orders, and
engagement letters.

c. Provide a copy of all invoices when the total paid to each
vendor equals or exceeds $25,000 per year or if the total
contract exceeds $50,000.

d. Provide copies of studies, reports, and recommendations
provided by outside consultants.

e. Identify all amounts by vendor that are nonrecurring and
describe the nonrecurring nature of such costs.

f. Identify those amounts impacted by Company proposed
adjustments in this rate case, and identify and quantify the

related adjustment.

Case No. 2012-00535
Response to AG 1-74
Witness: Billie J. Richert
Page 1 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Response) Big Rivers objects to this request as overly broad, unduly

burdensome, and not reasonably calculated to lead to the discovery of

admissible evidence. Notwithstanding this objection, and without waiving
it, Big Rivers responds as follows.

a. Please refer to PSC 1-54 and AG 1-54, 1-63, 1-66, 1-72, 1-73, 1-

246, 1-263, 1-271, and 1-272 for outside services consultants and

professional fees previously addressed.

=

See objection and subpart a, above.

See objection and subpart a, above.

o o

See objection and subpart a, above.

o

See objection and subpart a, above.

=

See objection and subpart a, above.

Witness) Billie J. Richert

Case No. 2012-00535
Response to AG 1-74
Witness: Billie J. Richert
Page 2 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s Initial Request for
Information dated February 11, 2013

February 28, 2013

Item 75) Regarding company proposed adjustments related to salary
and wage increases: show all components of the Company’s payroll
adjustment and provide information in the following format along
with supporting documentation). Show all payroll information
separately for “exempt” and “non-exempt” labor; and, show all
information separately for both “expensed” and “capitalized”
amounts.
a. Show actual unadjusted payroll (per books before Company
adjustment), payroll adjustment increases, and adjusted payroll

for both exempt and non-exempt on an “expensed” and

“capitalized” basis. Identify the percent of payroll expensed

versus capitalized in all cases.

b. Show the amount of overtime versus regular time labor included
in the actual test period unadjusted payroll, payroll adjustment
increases, and adjusted payroll for both exempt and non-exempt
(and show expensed versus capitalized amounts).

c. Show the amount of short-term and long-term incentives

included in actual test period 2012 unadjusted payroll, payroll
adjustment increases, and adjusted payroll for both exempt and
non-exempt (and show expensed versus capitalized amounts).

d. Show the amount of Supplemental Executive Retirement Plan

[“SERP”) pay included in actual test period unadjusted payroll,

payroll adjustment increases, and adjusted payroll for both

Case No. 2012-00535
Response to AG 1-75
Witness: James V. Haner
Page 1 of 5
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

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

Information dated February 11, 2013
February 28, 2013

exempt and non-exempt (and show expensed versus capitalized

amounts).

. Show the amount of deferred compensation pay included in

actual test period unadjusted payroll, payroll adjustment
increases, and adjusted payroll for both exempt and non-exempt
(and show expensed versus capitalized amounts).

Show the amount of bonuses included in actual test period
unadjusted payroll, payroll adjustment increase, and adjusted
payroll for both exempt and non-exempt (and show expensed

versus capitalized amounts).

. Show the amount of severance pay (and similar type pay)

included in actual test period unadjusted payroll, payroll
adjustment increases, and adjusted payroll for both exempt and

non-exempt (and show expensed versus capitalized amounts).

. Show the amount of pay for outside temporary services and

contract labor (and similar type pay) included in actual test

period unadjusted payroll, payroll adjustment increases, and
adjusted payroll for both exempt and non-exempt (and show
expensed versus capitalized amounts).

Show all other non-recurring or one-time labor amounts (and

identify and explain each of these components) included in

actual test period unadjusted payroll, payroll adjustment

Case No. 2012-00535
Response to AG 1-75
Witness: James V. Haner
Page 2 of 5
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

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

Information dated February 11, 2013
February 28, 2013

increases, and adjusted payroll for both exempt and non-exempt
(and show expensed versus capitalized amounts).

Show all amounts related to storm damage (separately identify

how much of regular and overtime payroll is related to storm
damage) included in actual test period unadjusted payroll,
payroll adjustment increases, and adjusted payroll for both
exempt and non-exempt (and show expensed versus capitalized

amounts).

. Show the amount of any one-time union payments included in

actual test period unadjusted payroll, payroll adjustment
increases, and adjusted payroll for both exempt and non-exempt
(and show expensed versus capitalized amounts).

Show the amount of all other categories of payroll (for each

category greater than $100,000) included in actual test period
unadjusted payroll, payroll adjustment increases, and adjusted
payroll for both exempt and non-exempt (and show expensed

versus capitalized amounts).

Response) Actual calendar year 2010 detail is unavailable due to
inaccessibility of the Oracle 11i information system environment provided
by E.ON pursuant to a contract that terminated January 15, 2011, at which

time Big Rivers transitioned to Oracle 12.

Case No. 2012-00535
Response to AG 1-75
Witness: James V. Haner
Page 3 of 5



BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

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

Information dated February 11, 2013

February 28, 2013

Payroll information requested in Item 75 is shown on the following
schedules 75(a), 75(b), 75(c), 75(d), and 75(f). The following additional
information is submitted for Item 75(a) through 75(1).

a.
b.
C.
d.

Please see attached schedule.

Please see attached schedule.

Please see attached schedule.

Please see attached schedule.

Big Rivers’ deferred compensation pay is a Supplemental Executive
Retirement Plan. See Item 75(d).

Please see attached schedule.

There was no severance pay paid in the actual periods, nor was any
severance pay allocated in the forecasted/budgeted periods.
Severance pay of $4.6 million is deferred and amortized over 60
months in the budget beginning September 2013, and is not reflected
as part of payroll costs.

There are no outside temporary services or contract labor in any of
the periods’ payroll costs.

There are no other non-recurring or one-time labor amounts in the
actual periods, the base period, or the 2015 budget periods’ payroll
costs. A pro forma adjustment was prepared to remove non-recurring
wage and salary costs related to the Wilson Station lay-up from the

forecasted test period ending August 2014. The adjustment removed

Case No. 2012-00535
Response to AG 1-75
Witness: James V. Haner
Page 4 of 5
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s Initial Request for
Information dated February 11, 2013

February 28, 2013

the labor costs of 92 employees for the period September 2013
through November 2013. The amount of the wage and salary expense
removed was $1,558,742.

j. There are no separately identifiable storm damage costs in any of the
periods’ payroll costs.

k. There are no one-time union payments in any of the periods’ payroll
costs.

1. This is not applicable for any of the periods’ payroll costs.

Witness) James V. Haner

Case No. 2012-00535
Response to AG 1-75
Witness: James V. Haner
Page 5 of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-75(a)
Statement of Unadjusted Payroll
2011, Base Period Ending 4/13/13, Forecasted Test Period Budget 08/31/14, 2015 Budget

Type of Filing: Original- __X__; Updated - ; Revised -
Workpaper Reference No(s). -
Annual Actual Payroll
. . e % of Payroll % of Payroll
Year Classification Expensed Capitalized Total Expensed Capitalized
YTD 2011 Exempt Labor 19,817,638 259,834 20,077,472
YTD 2011 Non-Exempt Labor 28,277,648 483,535 28,761,183
48,095,286 743,369 48,838,655 98.48% 1.52%
Base Period Exempt Labor 21,419,119 255,530 21,674,649
Base Period Non-Exempt Labor 28.437,329 638,926 29,076,255
49,856,448 894,456 50,750,904 98.24% 1.76%
Forecast Test Period Budget Exempt Labor 19,549,570 146,223 19,695,793
Forecast Test Period Budget Non-Exempt Labor 25,860,574 212,580 26,073,154
45,410,144 358,803 45,768,947 99.22% 0.78%
2015 Budget Exempt Labor 19,704,977 149,621 19,854,598
2015 Budget Non-Exempt Labor 25,417,624 208,916 25,626,540
45,122,601 358,537 45,481,138 99.21% 0.79%

In the forecasted test period, budget labor is unadjusted for the Wilson Iabor pro forma.

Case No. 2012-00535

Attachment to Response for AG 1-75(a)
Witness: James V. Haner

Page 10of &



Big Rivers Electric Corporation

Case No. 2012-00535

Attachment to Response for AG 1-75(b)
Statement of Overtime versus Regular Time Labor
2011, Base Period Ending 4/13/13, Forecasted Test Period Budget 08/31/14, 2015 Budget

Type of Filing: Original - ___ X___; Updated - ;5 Revised -
Workpaper Reference No(s). -
Annual Actual Payroll
Year Classification Expensed Capitalized Total
YTD 2011 Exempt Labor 18,972,606 231,438 19,204,044
YTD 2011 Exempt Labor Overtime 845,032 28,396 873,428
YTD 2011 Non-Exempt Labor 23,013,264 411,871 23,425,135
YTD 2011 Non-Exempt Labor Overtime 5,264,384 71,664 5,336,048
48,095,286 743.369 48,838,655
Base Period Exempt Labor 20,602,004 228,652 20,830,656
Base Period Exempt Labor Overtime 817,115 26,878 843,993
Base Period Non-Exempt Labor 23,779,844 532,184 24,312,028
Base Period Non-Exempt Labor Overtime 4,657,485 106,742 4,764,227
49,856,448 894,456 50,750,904
Forecast Test Period Budget Exempt Labor 18,589,101 146,223 18,735,324
Forecast Test Period Budget Exempt Labor Overtime 960,468 - 960,468
Forecast Test Period Budget Non-Exempt Labor 21,787,033 212,580 21,999,613
Forecast Test Period Budget Non-Exempt Labor Overtime 4,073,542 - 4,073,542
45,410,144 358,803 45,768,947
2015 Budget Exempt Labor 18,749,239 149,621 18,898,860
2015 Budget Exempt Labor Overtime 955,738 - 955.738
2015 Budget Non-Exempt Labor 21,403,470 208.916 21,612,386
2015 Budget Non-Exempt Labor Overtime 4,014,154 - 4,014,154
45,122,601 358,537 45,481,138

In the forecasted test period, budget labor is unadjusted for the Wilson labor pro forma.

Case No. 2012-00535

Attachment to Response for AG 1-75(b)
Witness: James V. Haner

Page 2 of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-75(c)
Statement of Incentives

2011, Base Period Ending 4/13/13, Forecasted Test Period Budget 08/31/14, 2015 Budget

Type of Filing: Original - __ X___; Updated - ; Revised -

Workpaper Reference No(s). -

Annual Actual Payroll

Year Classification Expensed Capitalized Total
YTD 2011 Exempt Labor 926,107 926,107
YTD 2011 Non-Exempt Labor 45,531 45,531
971,638 - 971,638
Base Period Exempt Labor 1,365,000 1,365,000
Base Period Non-Exempt Labor 135,000 135,000
1,500,000 - 1,500,000

Incentives are not allocated in the forecasted test period budget or the 2015 budget.

Case No. 2012-00535
Attachment to Response for AG 1-75(c)
Witness: James V. Haner

Page 3 of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-75(d)
Statement of Supplmental Executive Retirement Plan
2011, Base Period Ending 4/13/13, Forecasted Test Period Budget 08/31/14, 2015 Budget
Type of Filing: Original - X ;5 Updated - 5 Revised -

Workpaper Reference No(s). -

Annual Actual Payroell
Year Classification Expensed Capitalized Total

YTD 2611 Exempt Labor 20,858 20,858

YTD 2011 Non-Exempt Labor -
20,858 - 20,858
Base Period Exempt Labor 20.890 20,890

Base Period Non-Exempt Labor -
20,890 - 20,890

SERP pay is not allocated in the forecasted test period budget or the 2015 budget.

Case No. 2012-00535
Attachment to Response for AG 1-75(d)
Witness: James V. Haner

Page 4 of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-75(f)
Statement of Bonuses

2011, Base Period Ending 4/13/13, Forecasted Test Period Budget 08/31/14, 2015 Budget

Type of Filing: Original- X ; Updated - ; Revised -

Workpaper Reference No(s). -

Actual Bonuses

Year Classification Expensed Capitalized Total
YTD 2011 Exempt Bonuses Pay 33,586 - 33,586
YTD 2011 Non-Exempt Bonus Pay 63,230 - 63,230

96,816 - 96,816
Base Period Exempt Bonuses Pay - - -
Base Period Non-Exempt Bonus Pay - - -

Bonuses are not allocated in the forecasted test period budget or the 2015 budget.

Case No. 2012-00535
Attachment to Response for AG 1-75(f)
Witness: James V. Haner

Page50of 5



e 00 N o0 o W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 76) Provide all of the payroll information requested in the
previous data request (#74, above) on an actual per book basis for
each of the calendar periods 2011 through 2013 YTD, including

showing exempt and non-exempt payroll separately and showing

expensed versus capitalized payroll separately. If all detailed
information is not readily available, provide as much detail as
possible. For each category of payroll costs above (overtime, short-
term incentives, long-term incentives, bonuses, SERP,
temporary/contract labor, severance pay, deferred compensation,
etc.), when the amount from year-to-year varies by either 5% or
$200,000, explain the reason for the change and provide supporting

documentation.

Response) Actual calendar year 2010 detail is unavailable due to
inaccessibility of the Oracle 11i information system environment provided
by E.ON pursuant to a contract that terminated January 15, 2011, at which
time Big Rivers transitioned to Oracle 12.
Payroll information requested in Item 76 is shown on the attached
schedules 76(a), 76(b), 76(c), 76(d), and 76(f) on an actual per book basis.
For each category of payroll costs, when the amount from year-to-year
varies by either 5% or $200,000, explanations of changes are as follows:
e Schedule 76(a) - Total exempt labor increased from 2011 to 2012 due

to salary structure adjustments.
Case No. 2012-00535
Response to AG 1-76
Witness: James V. Haner
Page 1 of 2
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

e Schedule 76(b) - Exempt regular time labor increased from 2011 to
2012 due to salary structure adjustments.
e Schedule 76(c) - Incentive pay decreased from 2011 to 2012 due to a

decrease in the incentive payout rate.

Witness) James V. Haner

Case No. 2012-00535
Response to AG 1-76
Witness: James V. Haner
Page 2 of 2



Big Rivers Electric Corporation
Case No. 2012-00335

Attachment to Response for AG 1-76(a)
Statement of Unadjusted Payroll
YTD 2011, YTD 2012, Jan 2013

Type of Filing: Original- __ X__; Updated - ; Revised -
Workpaper Reference No(s). -
Annual Actual Payroll
. . - % of Payroll % of Payroll
t d Total
Year Classification Expensed Capitalize ota Expensed Capitalized
YTD 2011 Exempt Labor 19,817,638 259,834 20,077,472
YTD 2011 Non-Exempt Labor 28,277,648 483,535 28,761,183
48,095,286 743,369 48,838,655 98.48% 1.52%
YTD 2012 Exempt Labor 20,170,137 272,067 20,442,204
YTD 2012 Non-Exempt Labor 28,112,427 729,945 28,842,372
48,282,564 1,002,012 49,284,576 97.97% 2.03%
Jan 2013 Exempt Labor 1,782,048 21,331 1,803,579
Jan 2013 Non-Exempt Labor 2,426,005 38,514 2,464,519
4,208,053 60,045 4,268,098 98.59% 1.41%

Case No. 2012-00535

*Labor including paid time off

Attachment to Response for AG 1-76(2)

Witness: James V. Haner
Page 10of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-76(b)
Statement of Overtime versus Regular Time Labor
YTD 2011, YTD 2012, Jan 2013

Type of Filing: Original- __ X ; Updated - ; Revised -
Workpaper Reference No(s). -
Annual Actual Payroll
Year Classification Expensed Capitalized Total

YTD 2011 Exempt Labor 18,972,606 231,438 19,204,044
YTD 2011 Exempt Labor Overtime 845,032 28,396 873,428
YTD 2011 Non-Exempt Labor 23,013,264 411,871 23,425,135
YTD 2011 Non-Exempt Labor Overtime 5,264,384 71,664 5,336,048
48,095,286 743,369 48,838,655
YTD 2012 Exempt Labor 19,328,496 227,698 19,556,194
YTD 2012 Exempt Labor Overtime 841,642 44.369 886,011
YTD 2012 Non-Exempt Labor 22,979,602 558,659 23,538,261
YTD 2012 Non-Exempt Labor Overtime 5,132,824 171,286 5,304,110
48,282,564 1,002,012 49,284,576
Jan 2013 Exempt Labor 1,717,081 20,100 1,737,181
Jan 2013 Exempt Labor Overtime 65,029 1,368 66,397
Jan 2013 Non-Exempt Labor 2,037,807 30,593 2,068,400
Jan 2013 Non-Exempt Labor Overtime 388,136 7,983 396,119
4,208,053 60,045 4,268,098

Case No. 2012-00535

*[abor including paid time off

Attachment to Response for AG 1-76(b)

Witness: James V. Haner
Page 2 0f 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-76(c)
Statement of Incentives
YTD 2011, YTD 2012, Jan 2013

Type of Filing: Original- X _; Updated - ; Revised -

Workpaper Reference No(s). -

Actual Bonuses

Year Classification Expensed Capitalized Total
YTD 2011 Exempt Bonuses Pay 926,107 - 926,107
YTD 2011 Non-Exempt Bonus Pay 45,531 - 45,531

971,638 - 971,638
YTD 2012 Exempt Bonuses Pay 644,193 - 644,193
YTD 2012 Non-Exempt Bonuses Pay 60,562 - 60,562
704,755 - 704,755

Jan 2013 Exempt Bonuses Pay -
Jan 2013 Non-Exempt Bonuses Pay -

Case No. 2012-00535

Attachment to Response for AG 1-76(c)
Witness: James V. Haner

Page 3 of 5



Big Rivers Electric Corporation

Attachment to Response for AG 1-76(d)

Case No. 2012-00535

Statement of Supplemental Executive Retirement Plan
YTD 2011, YTD 2012, Jan 2013

Type of Filing: Original - X ; Updated - ; Revised -
Workpaper Reference No(s). -
Actual Bonuses
Year Classification Expensed Capitalized Total
YTD 2011 Exempt Bonuses Pay 20,858 - 20,858
YTD 2011 Non-Exempt Bonus Pay - - -
20,858 - 20,858
YTD 2012 Exempt Bonuses Pay 20,890 - 20,890
YTD 2012  Non-Exempt Bonuses Pay - - -
20,890 - 20,890
Jan 2013 Exempt Bonuses Pay 2,410 - 2,410
Jan 2013 Non-Exempt Bonuses Pay - - -
2,410 - 2,410

Case No. 2012-00535

Attachment to Response for AG 1-7 6(d)

Witness: James V. Haner
Page 4 of 5



Big Rivers Electric Corporation
Case No. 2012-00535

Attachment to Response for AG 1-76(f)
Statement of Bonuses Paid
YTD 2011, YTD 2012, Jan 2013

Type of Filing: Original- ___ X ; Updated - ; Revised -

Workpaper Reference No(s). -

Actual Bonuses

Year Classification Expensed Capitalized Total
YTD 2011 Exempt Bonuses Pay 33,586 - 33,586
YTD 2011 Non-Exempt Bonus Pay 63,230 - 63,230

96,816 - 96,816
YTD 2012 Exempt Bonuses Pay 32,648 - 32,648
YTD 2012 Non-Exempt Bonuses Pay 61,828 - 61,828
94,476 - 94,476

Jan 2013 Exempt Bonuses Pay - -
Jan 2013 Non-Exempt Bonuses Pay - -

Case No. 2012-00535

Attachment to Response for AG 1-76(f
Witness: James V. Haner

Page 5 of 5
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 77) Regarding the prior data request (#74, above), provide
supporting documentation and an explanation for the changes in the
amount and percent of payroll expensed versus capitalized for each of
the years 2010 through 2012 (explain if this has a correlation to the
amount of construction activity or identify reasons causing the
change). Provide supporting documentation to show and explain the

anticipated expensed versus capitalized percentage in 2013.

Response) Please refer to the schedules showing expensed and capitalized
labor attached to AG 1-76. Those schedules show the percent of payroll
capitalized to be 1.5%, 2.0%, and 1.4% for 2011, 2012, and 2013 YTD,
respectively. The percent of payroll capitalized each year depends on the
level of internal labor expended in regard to non-O&M work. See the Direct
Testimony of David G. Crockett, Tab 67, pages 5 and 6, for the derivation of

capital costs included in the budgets.

Witness) James V. Haner
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BIG RIVERS ELECTRIC CORPORATION

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

Item 78) For the period January 1, 2007 through and including 2013
YTD, explain if the Company has ever changed its practice or policy
regarding method of payment, amount of payment, or mix of payment
between base salary, short and long term incentives, SERP, and
deferred compensation. If applicable, list each and every such
practice or policy that was changed, the year in which that practice
or policy was changed, and provide accurate and complete copies of

any and all documentation related to each change.

Response) Effective May 1, 2008, Big Rivers adopted the Big Rivers Electric
Corporation Deferred Compensation Plan (“Plan”), the purpose of which is to
allow participants to receive contributions they could not receive under the
Big Rivers Electric Corporation Salaried Employees’ Retirement Savings Plan
(“Qualified Plan”) as a result of the non-discrimination rules and other
limitations under the Internal Revenue Code applicable to the Qualified
Plan. A copy of the Plan document is attached.

Big Rivers implemented a retention program in anticipation of the
closing of the unwind transaction, and in recognition of the importance that
continuity of operations would play in Big Rivers’ success after the unwind.
The program provided for a bonus to those WKE employees receiving and
accepting Big Rivers’ offer of employment, who were actively employed at Big
Rivers during the 12-month period following the close of the unwind

transaction and remained actively employed on the one-year anniversary of
Case No. 2012-00535

Response to AG 1-78

Witness: James V. Haner
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A GENERAL ADJUSTMENT IN RATES
CASE NO. 2012-00535

Response to the Office of the Attorney General’s
Initial Request for Information
Dated February 14, 2013

February 28, 2013

that date. For exempt employees, the bonus was a percentage of starting
base pay. For non-exempt employees, it was a percentage of cash
compensation for hours worked during that first 12-month period. The
bonus percentage was graded according to position or job level. The

payment was a lump sum, net of taxes.

Witness) James V. Haner

Case No. 2012-00535
Response to AG 1-78
Witness: James V. Haner
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Deferred Compensation Plan
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