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

CASE NO.  2012-00535 

Response to Kentucky Industrial Utility Customers, Inc.'s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

Item 61) Indicate whether the Smelter Notices of Termination, the 
recent downgrades of Big Rivers to below investment grade by the 
three credit rating agencies or any other event or circumstance has 
resulted in, or will likely result in, a request by any of Big Rivers' 
current or potential coal suppliers, coal transportation suppliers, 
other fuel supplier or other trade creditors for a modification in 
payment terms or for third party credit assurances? If  so, provide all 

correspondence or other exchange of information detailing any such 
demand or request by each such party demanding or requesting a 
modification. This data request remains active throughout this 

proceeding. If BREC produces or obtains any further or supplemental 
documents or information subsequent to the preparation and service 
of BREC's responses hereto, please provide such documents or 

information as part of a supplemental response. 

Response)  Big Rivers objects to this request on the grounds that it cannot 

speculate as to whether a certain event "will likely result in" a specific action 

by a third party. Notwit.hstanding this objection, but without waiving it, Big 

Rivers states that, to date, i t  has received no request for credit enhancement 

from any of its fuel and/or transportation suppliers. There are three coal 

supply contracts which contain a specific section referring to Buyer's Credit 

and the ability for the coal supplier to request additional credit 

enhancements (letter of credit, guaranty, etc.). To date, the coal suppliers 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
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have not exercised such request for credit enhancement; however, the 

suppliers have elected to retain the right to exercise such credit 

enhancement at a future date. 

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. 

Witness) Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN RATES 

CASE NO. 2012-00535 

Response to Kentucky Industrial Utility Customers,  Inc.'s 
Initial Request  for Information 

Dated February 14,2013 

February 28, 2013 

I tem 62) Indicate whether the Smelter Notices of Termination, the 
recent downgrades of Big Rivers to below investment grade by the 
three credit rating agencies or any other event or  circumstance has 
resulted in, or will likely result in, a request by any of Big Rivers' 
current or potential counterparties to wholesale power contracts for a 
modification in payment terms o r  for third party credit assurances? 
If so, provide all correspondence or other exchange of information 
detailing any such demand or request by each such counterparty 
demanding or  requesting a modification. This data request remains 
active throughout this proceeding. If BREC produces or obtains any 
further or supplemental documents or  information subsequent to the 
preparation and service of BREC's responses hereto, please provide 
such documents or information as part of a supplemental response. 

Response)  Big Rivers objects to this request on the grounds that it cannot 

speculate as to whether a certain event "will likely result in" a specific action 

by a third party. Notwithstanding this objection, but without waiving it, Big 

Rivers states as follows. The terms of a particular agreement specify what 

event(s) could result in a request for modification in payment terms or 

additional credit assurances. Except as noted in the Response to KIUC 1- 
60, Big Rivers has  not received any such requests for modification in 

payment terms or additional credit assurances. While an  agreement may 
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give a counterparty certain rights, Big Rivers cannot speculate on whether a 

counterparty may nor may not act upon those rights. 

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 deerns appropriate. 

Witness) Robert W. Berry 
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APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
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CASE NO. 2012-00535 

Response to Kentucky Industrial Utility Customers, Inc.’s 
Initial Request  for Information 

Dated February 14, 2013 

February 28, 2013 

I tem 63) Please provide a description of each of the effects in the 
event that Big Rivers receives a “going concern” qualification from 
KPMG in its audit opinion on the Company’s 2012 financial 
statements. These potential effects may include, but are not limited 
to: accounting entries to reflect revaluations of assets and liabilities, 
accounting entries to reflect income statement reclassifications 
and/or writeoffs/writedowns, credit and loan agreement triggers 
and/or events of default, unavailability of funds under existing credit 
and loan agreements, etc. Cite to specijk provisions of GAAP, the 
credit and loan agreements, and other relevant documents. 

Response) Big Rivers objects to this request on the grounds that it is overly 

broad and unduly burdensome. Notwithstanding this objection, but 

without waiving it, Big Rivers states that its audit for fiscal year 2012 is in 

progress. A t  this time, Big Rivers does not expect that KPMG will issue a 

“going concern” qualification; however, the result of the audit will not be 

final until KPMG issues its audit opinion. In the event Big Rivers receives a 

“going concern” qualification, the possible effects include causing an  event 

of default pursuant to Sections 5.01 C (i) and 6.01 B of the CFC secured 

loan agreement, Section 6.01(a) of the CoBank secured loan agreement, and 

Section 6.01 of the CoBank revolver loan agreement. It may also result in 

an event of default pursuant to Section 5.01 D of the CFC Revolver loan 

Case No. 2012-00535 
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I 

2 CFC.” 

3 

4 Witness) Billie ,J. Richert 

agreement if the audit result is not “in form and substance satisfactoq to 
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1 I tem 64) 

2 

3 

4 Response) Please see the response to PSC 1-57. 

5 

6 Witness) ,John Wolfram 

Provide an electronic copy of BREC’s cost of senvice study 

and workpapers with formuZas intact in Excel format. 

Case No. 2012-00535 
Response to KIUC 1-64 
Witness: John Wolfram 

Page 1 of 1 





BIG RIVERS ELECTRIC CORPORATION 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1  

22 

23 

APPLICATION OF BIG RIVERS ELECTRIC CORPORATION 
FOR A GENERAL ADJUSTMENT IN U T E S  

CASE NO. 2012-00535 

Response to Kentucky Industrial Utility Customers, Inc.’s 
Initial Request  for Information 

Dated February 14,2013 

February 2 8 ,  2013 

I tem 65) Please see the testimony of BREC Witness Wolfram at 
pages 33 and 34. 

a. Provide an analysis of allocated costs, with specific 
reference to the cost of service study, that shows that the 
proposed energy charge approximates BREC’s annual 
production cost on a per-unit basis. 

b. Explain how non-fuel production costs were allocated 
between fixed and variable components, and further 
explain whether the production allocators in the cost of 
service study in this rate case remain unchanged from the 
production allocators used in BREC’s prior base rate case. 
If the production allocators have been changed, please 
explain the reason for such change. 

c. Indicate whether fixed production costs and fixed 
transmission costs, or either of them, were included in the 
determination of the proposed energy charge. If fixed 
costs of production or transmission are included in the 
costs underlying the proposed energy rates, explain the 
rationale for including non-variable charges in the 
proposed energy rates. 

d. Calculate and provide a revised set of proposed demand 
charges and energy charges for the Rural and Industrial 

Case No. 2012-00535 
Response to KIUC 1-65 
Witness: John Wolfram 
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1 Classes that is  consistent with the cost allocations set 

2 

3 

forth in the cost of service study and that reflects a rate 

design where all of Big Rivers’ f i e d  operational and 

4 

5 

6 for each rate class. 

maintenances costs, including administrative and general 

costs, are included in the proposed demand components 

“7 

8 Response)  

9 

10 

11 

12 

13 

a. Please see the response to PSC 2-34. The analysis of allocated 

costs is included in the cost of service study (“COSS”) provided 

in Exhibit Wolfram-3 and Exhibit Wolfram-4. 

b. In the COSS in this case, the production costs are classified on 

14 

15 

16 

17 

the same basis as they were in Big Rivers’ last rate case, Case 

No. 20 11-00036. The classification of production 0 & M  costs 

are shown in Exhibit Wolfram-3, beginning on Page 3 of 14. 

The accounts classified with the “PROFIX” vector are classified 

18 entirely to Production Demand (or as fixed costs) and the 

19 accounts classified with the “Energy” vector are classified 

20 

21 

22 

23 

entirely to Production Energy (or as variable costs), consistent 

with the FERC Predominance Methodology. The only accounts 

classified to Production Energy (or as “variable”) include 501 - 

Fuel, 509 - Allowances, 510 - Maintenance Supervision & 
Case No. 2012-00535 
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1 Engineering, 512 - Maintenance of Boiler Plant, and 513 - 

2 Maintenance of Electric Plant. Account 555 - Purchased Power 

3 was allocated to Production Energy, as was the energy-related 

4 portion of purchased power associated with Big Rivers’ share of 

5 HMP8r;L Station Two. 

6 

7 

8 d. All of Big Rivers’ fixed operational and maintenance costs, 

9 including fixed administrative and general costs, are included in 

10 the proposed demand components for each rate class. The 

11 models necessary to perform any additional rate calculations 

c. Fixed costs for production and transmission were not included 

in the determination of the proposed energy charge. 

1 2  

13 

were provided in electronic form with formulas intact in the file 

entitled “Big Rivers 20 13 Cost of Service Study Confidential.xls” 

14 

15 

16 Witness) John Wolfram 

in response to PSC 1-57. 
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