COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

APPLICATION OF BIG RIVERS ELECTRIC
CORPORATION TO ASSESS A SURCHARGE
UNDER KRS 278.183 TO RECOVER COSTS
OF COMPLIANCE WITH ENVIRONMENTAL
REQUIREMENTS OF THE CLEAN AIR ACT

CASE NO. 94-032
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On February 28, 1954, Big Rivers Electric Corporation ("Big
Rivers") filed an application, pursuant to KRS 278.183, for
authority to establish an environmental surcharge to recover its
costs ©of complying with the Clean Air Act Amendments of 19590
{ "CAAA") and other environmental requirements applicable to coal
facilities used to generate electricity. Big Rivers' application
also seeks approval of amendments to its contract with the City of
Henderson, Kentucky ({"Henderson') and the Henderson Utility
Commisgsion ("Utility Commigsion"). Big Rivers' application for an
environmental surcharge was originally filed on November 22, 1593
in Case No, 93-065.' The Commission granted Big Rivers' request
to withdraw that application by Order dated February 22, 1994. Big

Rivers refiled its application in the instant case. The Commission

Case No. 93-065, City of Henderson, Kentucky, City of
Henderson Utility Commission, and Big Rivers Electric
Corporation Application for Certificate of Public Convenience
and Necesgsity and to File Plan for Compliance with Clean Ailr
Bct and Impose Environmental Surcharge.



has incorporated by reference the records of Case Nos. 91-331,7
93-341,° and 93-065 into the record of this case.

KRS 278.183(2) requires the Commission to: (1) consider and
approve a compliance plan and rate surcharge if the Commission
£inds the plan and rate surcharge reasonable and cost-effective for
compliance with the applicable environmental requirements of the
CAAA and those federal, state, or local environmental requirements
which apply to coal combustion wastes and by-products; (2)
establish a reasonable return on compliance-related capital
expenditures; and (3) approve the application of the surcharge.

The proposed surcharge is to be implemented in July 1995 with
initial revenues generated in September 1995. Big Rivers estimates
that during the first two years of the proposed surcharge, from
September 1995 through August 1957, the monthly demand component of
the surcharge will average 26,99 cents per bllling kilowatt ("kW")
and the energy component of the surcharge will average 0.038 cents
per billing kilowatt-hour {"kWh"). During this period, Big Rivers
estimates its monthly revenues from the surcharge to be
approximately $610,000.

The Commission granted motions for £ull intervention to the
Attorney General's Utility and Rate Intervention Division ("AG"},

the Kentucky Industrial Dtility Customers {"KIUC"), Henderson, and

Case No. 91-331, A Review Pursuant to B07 KAR 5:058 of the
1991 Integrated Rescurce Plan of Big Rivers Electric
Corpecration.

Case No. 93-341, A Review Pursuant to 807 KAR 5:058 of the
1993 Integrated Resource Plan of Bilig Rivers Electric
Corporation.
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the Utility Commission. A public hearing on this matter was held
June 6-10, 1994, at the Commission's offices in Frankfort,
Kentucky.

ENVIRONMENTAL COMPLIANCE PLAN

As required by KRS 278.183, Big Rivers filed, as part of its
application, an environmental compliance plan consisting of
numerous projects to comply with the CARAA and other environmental
regulations applicable to coal combustion wastes and by-products.
The CAAA require, inter alia, substantial reductions in emissions
of sulfur dioxide ("SO,") and nitrogen oxide ("NO,") and continuous
emissions monitoring, The vast majority of Big Rivers' estimated
environmental expenditures are directly related to compliance with
the CAAA, The largest of these compliance projects is the
installation of a flue gas desulfurization system {("scrubber")} at
Henderson Municipal Electric Power and Light System's Station Two
Power Plant {("Station Two").! The few remaining environmental
expenditures relate to other air quality, water, and waste
management regquirements.

Big Rivers' compllance plan includes the following actions:

l. Installation of continuous emission monitors at all units
and low-NO, burners at all Phase I units.

2. Installation of a scrubber at Station Two in 1995 and

sharing some existing scrubber facilities with the Green Station.

Station Two is operated by Big Rivers for Henderson with Big
Rivers being allocated all capacity above and beyond

Henderson's needs. In 1993, Big Rivers' allocation was
approximately 83 percent of Station Two's total capacity of
315 MW.
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a, Switching the Coleman Station to a modium~sulfur coal of
2.6 1b. S0,/MMBtu as of 1995,

4. Increasing the percentage of 80, removed by the existing
scrubber at the Green Station and substituting Green into Phase I
of the acid rain program,

5, Increasing the percentage of 80, removed by the exlsting
scrubber at the Wilson Statlon beginning in 2000.

To describe and support its compliance planning efforts, Big
Rivers has submitted or referenced several documents, including the
"Acid Rain Compliance Study" f£filled with its 1991 Integrated
Resource Plan in Case No. 91-331, the "Acid Rain Compliance
Analysis" filed with its 1993 Integrated Resource Plan in Case No.
93-341, and the "Clean Alr Act Amendments of 1990 - Compllance Plan
Reassessment Report" dated November 19, 1993 ("Reasoessment
Report") f£iled in this case. This last report presents the results
of Big Rivers' latest reassessment of "all significant assumptions
and forecasts, and viable emissions removal optlons" in order to
assure that 1its selected compliance plan is appropriate.®
According to Big Rivers, the Reassessment Report demonstrates that
"Big Rivers' current compliance plan continues to be the most
favorable strategy over the short- and long-term and this plan best

fits the Company's decision criteria."¢ Big Rivers further

s Schultz/Spainhoward Direct Testimony, Exhibit DS-1 at 1,
6 1d.



contends that its compllance plan is "reasonable and cost-effective
within the meaning of KRS 278.183.,"7

KIUC contends that Big Rivers' compliance analysis is flawed
for several reasons. First, KIUC asserts that Big Rivers falled to
consider alternatives to installing scrubbers at Statlion Two,
especially switching to a lower sulfur coal at Station Two, at the
time of the scrubber decision.! Big Rivers asserts that it has
considered options other than scrubbing from the outset of its
compliance planning. In particular, Blg Rivers states that its
1591 Integrated Resource Plan consldered the relative cost of a
large number of compliance options, including a "complete fuel
switch to low-sulfur coal at Station Two and Coleman."?

Second, KIUC contends that Big Rivers coverestimated scrubber
capital costs for a 2000 in-service date, thereby favoring an
earlier 1995 installation.!?® Big Rivers states that the capital
cost estimates used in the Pebruary 1993 acid rain compliance
analysis filed with its 1993 Integrated Rescurce Plan were based
upon the "best available information and its best judgment."!!

Third, KIUC states that the only fuel switching alternative
considered by Big Rivers in the Reagsessment Report was to burn 2.3

lb SO,/MMBtu coal which would have required substantial capital

Big Rivers Initial Brief at 44.

8 KIUC Post-Hearing Brief at 32-33.
? Big Rivers Reply Brief at 18.

10 KIUC Post-Hearing Brief at 38.

11

Big Rivers Reply Brief at 15,
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costa for new flue gas conditioning equipment.!? KIUC asserts
that a slightly higher sulfur ccal (i.e., 2.6 lb. 80,/MMBtu coal)
would not require such investment and would have the same result as
the 2,3 1b, SO,/MMBtu coal. Blg Rlvers contends that the cost of
2.3 lb. SO,/MMBtu coal is not significantly different than the cost
of 2.6 1lb. S0,/MMBtu coal. Blg Rlvers stresses that KIUC's
evidence showe that the sulfur premlium between these ccoals will be
low.** PFurthermore, Blg Rivers states that its evaluation of 2.3
lb. SO,/MMBtu coal at Station Two showed that switching to this
type coal was not the least-cost compliance option, '

Fourth, KIUC contends that Big Rivers falled to perform a
sensitivity analysis with respect to scrubber costs and operating
costs.!® KIUC states that these <costs appear to be
underestimated, specifically argquing that Blg Rivers' "capltal
costs may be significantly higher than projected based upon cost
overruns already experienced at the scrubber”" and "operating costs
may be significantly higher than projected because o¢f the
underestimation of scrubber staff and materials costs."'® Blg
Rivers asserts that KIUC's prediction regarding project cost

overruns is an "extrapolatlon which is contrary to all evidence in

12 KIUC Post-Hearing Brief at 55.
13 Big Rivers Reply Brief at 18,
14 1d. at 19.

1% KIUC Post-Hearing Brlef at 57.
L6 1d,



the record."!” Big Rivers maintains that "all credible evidence
shows that the scrubber capital cost included in the Big Rivers
studies is accurate,"'® Regarding KIUC's criticisme of its
projected operating and maintenance ("O&M") costs, Big Rivers
contendas that its projected staffing requirements are based upon
"extenaive oxperlence wlth scrubber staffing and the staffing
benefits which flow from sharing facilities."!® Furthermore, Big
Rivers states that its projected annual mailntenance materials
expense was even higher than that recommended by KIUC.?®

Finally, KIUC contends that the coal price forecast used by
Big Rivers in the Reassessment Report was flawed.?' Specifically,
KIUC criticizes 1) the basis of Blg Rivers' 20-year coal price
estimate, 2) Big Rivers' fallure to use a new barge rate in its
coal price estimates, and 3) the sulfur premium used by Big Rivers'
in its analyses, Blg Rivers asserts that the new barge rate would
neither diminigh nor undermine its <coal price evidence.
Furthermore, Blg Rivers notes that since transportation costs would
be applicable to both high-sulfur and low-sulfur coal purchases, it
is unlikely that its sulfur premium would be significantly

affected.?? Big Rivers contends that two independent coal studies

17 Big Rivers Initial Brief at 26.
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. at 30,

21 KIUC Post-Hearing Brief at 60.
22 Big Rivers Reply Brief at 10,
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that incorporate the new barge rate show even larger sulfur
premiums than it predicted.??

The AG contends that the Btation Two eorubber im not needed to
meet Big Rivers' CAAA compliance responsibllities. The AG claimn
that Big Rivers' proposed compilance plan and surcharge la an
elaborate scheme to get more money from natlvo load customers to
increase debt repaymants to the Rural Blectriflcation
Administration ("REA"), wlthout presenting a gonoral rate ocaso,!
Big Rivers rejects the suggention that REA favored Blg Rivers'
decislion to scrub Station Two ap a moans to obtaln faster repayment
of Big Rivers debt,?

The Commission is not engaged In a prudence reviow of Big
Rivers' February 1993 decision based on the information avallable
at that time, Pursuant to KRS 278.183, the Commligslion is engagod
in a review of Blg Rivera'! environmantal compliance plan to
determine whether it ims currently reoasonable and cost-effeoctive.
As such, the review ls based only on the evidence of thips record.
In short, the Commisslon is making ito doﬁinion basod on the
information avallable Iin August 1994, not what wap avallablo
eighteen months prior to this decision,

Based on differing asgumptions and scenarios, the analygsoo
show an economic benefit under elther a scrubbing or fuel pwitching

strategy. For all scenarios analyzod by olther Big Rivers or KIUC,

n 1d.

24 AG Brief at 5.

23 Big Rivers Reply Brief at 36=-38.
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the diffarences in the costs of the scrubber and fuel-awitch
oplions are two percent or less of the present value of revenue
requirements ("PVRR") for the applicable planning horimon. UIor
mosl of the acenarios analyred; however, the differences In the
costa of there two options are well helow one percent of the PVRR,
With widely differing assumptions producing such similar resulta,
Lhe record reflecta no clear advantage for either ascrubbing or fuel
switohling, KlUC challenged several of Big Rivers' assumptions,
mest notably scrubber capltal costa, scrubber OsM coats, and sulfur
premiumag; however, it nelther refuted those assumptiona nor showed
them te be unreasonable, DRig Rivere effectively rebutted KIUC's
vlalmy of sorubber cost overrune and itp projections of additional
agrubber aperating staff, Regarding sulfur premiums, Big Rivers!'
rebutlal s somewhat less persuasive, but it at least attempted to
support fte fuel cost projectiona, KIUC provided no support tor
the sulfur premium Inoluded in lts analyses of alternative
vonpl lance atrategles,

Under KRB 270,183, the Commission ia charged with determining
if a utility's compliance plan is reasonable and cost-effootive,?®
The evidence supports a finding that several alternative plans
(}.0,, sorubbing in 199%, fuel switching in 1995 then scrubbing in
2000, or & complete fuel awlteh with no scrubbing) could be judged

b et Sl AN ELARE Y

0 KIUC contends that Big Rivers' "emelter rate" tariffs lmpose
a standard of *“prudent and least cost." KIUC Post-Hearing
Brief at 23-26., While the statute obviously supersedes tho
tariffe, the Commission notes that KIUC has failed to
demgnﬁtrata that Big Rivers' plan is nelther prudent nor least
cost,
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to be reanonable and coat-effective. In the final analysliw, no one
plan ie superior to the others., Big Rivers' chosen plan is but one
of geveral plane that meet the atatutory criteria of beling
reanonable and cost-effective., Therefore, pursuant to the statute,
Big Rivers' environmental compliance plan should bo approved.

SURCHARGE MECHANISM AND CALCULATION

Blg Rlvera propeoses to recover the costs of lts environmontal
compliance plan through a surcharge mechanism dofined in its
proposed Environmental Surcharge Tariff, Big Rivers states that
its surcharge mechaniam was mcdeled on the Commipsion's [uel
Adjustment Clause ("FAC") and that 1t does not plan to activate the
surcharge before July 1995,%

KR8 278.182 provides that a utility may rocover those
environmental complliance costs that are not already included in
existing ratenm through an environmental surcharge. Big Rivers
determined that the level of environmental compllance-relataed
capital conts, O&M expenses, and administrative and genoeral
expennea reflected in lte financlal statements for the 12-month
perlod ending December 31, 1992 were already Iincluded In its
axlsting rates.’ It ldentified this 12~month period as its base
perlod, and proposed to compare the current period actual costs to
the base perliod for both demand and energy components to determine
the amount to be recovered through the environmental gsurcharge.

The curront perlod costs, allocated to elthar demand or energy,

1 Blg Rivers Initial Brief at 55,
au Weat Direot Testimony at 9, 17, and 19,
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reflegt  the currsnt month's actual costo of environmental
compllance divided by the appropriate bllling unit, The base
period cecata, also allocated to demand or energy, refloct the
environmental compliance coats included in base rates divided by
the appropriate billing unit. The current perlod cont per bllling
unit leam the corresponding base period cost por billing unit
determines the surcharge for both demand and energy. The current
perlod ocoats would include adjustmenta for over- or under-
recoveries of the surcharge,

In addition, Blg Rivers proposes to return the $22.9 million
not proceoeds from the 1993 sale of 154,384 emisgsion allowances to
ratepayers by partially offsetting the book cost of the Station Two
scrubber and amortizing the prooseds to lnoome.?® It proposes to
reflect the future sale of allowances ln the energy component of
the surcharge, amortizing gains or losses based on the vintage year
the sald allowances were firet available for use. Big Rivers
suggaestes that the 6-month and 2-year reviews requlired by KRS
278,183 be handled in a manner simllar to those used for the FAC.

KI1UC contends that Big Rivers' surcharge is unacceptable., As
an alternative, it has presented an incentive surcharge, which it
clalms would encourage Big Rivers to minimize lts environmental
compliance costs and allow Big Rivers to keep any savings reallzed
by installing the ocrubber,’® A detalled surcharge proposal was

provided after the public hearing in response to a Big Rivers data

29 Big Rivers Initial Brief at 56.
w Taylor Direct Testimony at 12,
-]l



roquest which KIUC was compelled to answer.’' KIUC's proposal has
two categories of costs. The first includea one-time, up-front
CAAA compliance activities such as the installation of low-NO,
burners and continuous emission monitors. The recovery of these
coats would be included in the surcharge in a manner similar to
that proposed by Big Rivera, The second category encompasses SO,
emission reduction activities, including the incremental costs of
awitching Station Two to lower sulfur coal and purchasing
additional allowances if necessary. Ratepayers would only pay the
costs that would have been Incurred had Station Two been awitched
to 2.6 1lb, SO,/MMBtu coal. These costs would be determined using
market pricea for 2.6 1lb, S0,/MMBtu coal and estimates of the
amount of coal that would have been burned at Station Two. The
ratepayers would nelther pay for the scrubber nor receive any
benefits created by SO, reductlon,??

KIUC bellieves that its alternative surcharge would minimize
the potential for contentious proceedings durling the 6-month and 2~
year reviews. Although it states that the flnal detalls of the
alternative surcharge would need to be negotiated with Big
Rivers,?! KIUC argues that if Big Rivers is correct that scrubbing
Station Two is the least cost option, the alternatlive surcharge

benefits Big Rivers) but if KIUC i correct that fuel swltching is

n Big Rivers May 2, 1994 Data Request, Item 75; Commission's
Compel Orders dated June 2, 1994 and July 8, 1994,

32 KIUC Post-Hearing Brief at 80,

1 Transcript of Evidence ("T.E."), Vol, V, June 10, 1994, at
273=-277.
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the least cost option, the ratepayers will not be harmed hy Big
Rivers' incorrect compliance decision.’ Big Rivers challenged
KIUC's alternative surcharge claiming that it was not permitted
under KRS 278.183, was inequitable to Big Rivers and its
ratepayers, and would be impossible to implement,?®

The AG did not file any direct testimony. He indicates that
a creative appreoach is needed to ensure that customers only pay for
those compliance costs for which they are responsible, while still
allowing Big Rivers to recover its costs. The AG argues that none
of the Station Two scrubber costs should be charged to ratepayers
and that Big Rivers has not removed all eavironmental costs
presently Included in existing rates.’ While not proposing a
speclfic surcharge mechanism, he acknowledges that KIUC's proposal
is appealing in theory, but notes practical problems in
administering it, Pirst, it will be dlfficult to estimate the cost
of lower sulfur coal that was never bought or bid for Statlion Two.
Second, the amount of Statlon Two power being sold on-system and
off-system will have to be determined.?’ Big Rivers describes the
AG's proposed exclusion of 8tatlon Two scrubber costs as

inappropriate and based on faulty assumptions and calculations.?®

4 KIUC Post-Hearing Brief at 79.
a5 Big Rivers Initial Brief at 72-77.
36 Id. at 19.
7 Id. at 9.
3t Big Rivers Reply Brlief at 29,
-13-



Henderason and the Utility Commission did not specifically
addresa the surcharge proposals in thelr testimony or briefs.

Surcharge Approach

The Commission ls presented with two opposing approaches for
determining the eligible environmental costs which can be collected
through & agurcharge,. Big Rivers' approcach compares the
environmental compliance costs incurred in a current period with
similar coats contained in a defined base period. This comparison
identifiea the costs not already included in Big Rivers' existing
rates, and which are thus eligible for c¢ollection through a
surcharge, KIUC's approach focuses on determining environmental
compllance costs which would have been lIncurred had Big Rivers
adopted a fuel switching strategy for Station Two. KIUC's approach
is Bilent on determining what environmental costs are not already
included in existing rates.

Big Rivers' approach is a reasonable proposal which allows for
recovery of those environmental costs not {ncluded in existing
rates. In addition, the 12 months ending December 31, 1992 is a
reasonable cholce for a base period. The comparlson of a recent
financial periocd with a base period allows for the determination of
what costs are not included in existing rates. This approach
satisfles the requirements outlined in KRS 278.183.

KIUC's approach, on the other hand, conflicts with KRS
278.1B3. It does not allow for recovery of incurred costs, but
ingtead permits recovery of costs based on the cost of fuel

switching. The two are not necessarily the same.
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Neither is KIUC's proposal reasonable, It is aifficult to
implement because it relies on ongoing speculation as ta the cost
0of low sulfur coal. This mechanism amounts to a lottery whereby
the ratepayers win 1f the cost of low sulfur coal is below Big
Rivers' expectations, but lose if scrubbing costs are lower because
they would not receive the benefits of the savings. More tc the
point, the KIUC proposal is unacceptable because there is no
determination of what costs are already included in existing rates,

Qualifying Costs

Big Rivers proposes to compare its current monthly level of
environmental compliance costs per billing unit to the base periocd
environmental compliance costs per billing unit, with the
incremental difference being the amount recovered through the
surcharge. This method is patterned after the FAC and would work
in a similar manner, except the cost would be broken down into
demand and energy components. The determination of either the
current or base perlod costs includes:

1, A debt service component on Big Rivers' undepreciated
balance of environmental utillty plant, construction work in
progress, and inventories of 1lime, limestone, spare parts,
materials, supplies, and emission allowances.

2. Depreciation or amortization of leasehold improvements,
taxes, and insurance on environmental utility plant.

3. Environmental Q&M expensas.

q, Environmental administrative and general expenses.

~15-



5. Value of emission allowances consumed and the
amortization of gains or lesses on the sale of allowances.

6. Compliance~related purchased power, where an
environmental compliance charge ls specifically identified in the
cost and other pollution control activities allowed by KRS
278.183.%

The Commission adopts the approach proposed by Big Rivers,
with the following modifications, First, reflecting the
Commission's decision concerning the surcharge allocation,
discussed later in this Order, current and base period
environmental costs will not be allocated between demand and energy
components. A surcharge factor will be calculated by taking the
difference between the total monthly environmental compliance costs
for the current and base periods, and dividing the result by total
company revenues in the corresponding pericd, Second, KRS
278.183(4) requires that the cost of any consultant employed by the
Commission to asslst in reviewing a utllity's compliance plan be
included in the surcharge. Therefore, this cost should be included
in the determination of the current period environmental costs for
the first month the surcharge ig calculated. Third, the proceeds
from the Environmental Protection Agency's withheld allowance
auctions should be returned to ratepayers in the same manner Big
Rivers has proposed for other future allowance sales. Fourth, any
proceeds received by Big Rivers from the sale of scrubber by~

products should be included as a cost offset in the month the

39 West Direct Testimony at 4.
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proceeds are received. Fifth, the ending inventory of emission
allowances should be valued using the weighted average cost method
regquired by the REA and the Federal Energy Regulatory Commission
("FERC"). The emission allowance expense, as defined in Account
No. 509 by REA and FERC, should be included in the determination of
the current period environmental costs. Finally, the accounting
and surcharge treatmenta proposad by Big Rivers for the $22.9
million net proceeds from the 1993 emission allowance sale are
rejected. The required accounting and surcharge treatments are
described later in this Order.

Big Rivers identified the accounts and subaccounts it proposed
to include as part of the base pericd environmental O&M
expenses.'® This listing is generally acceptable. Appendix A of
this Order provides a complete 1listing of the accounts and
subaccounts to be included in both the base and current periods'
O&sM expenses. No account or subaccount ma} be added or deleted
without pricr Commission approval.

The Commission expects the actual scrubber costs and expenses
to be in line with Big Rivers' estimates. Failure to document and
justify any overruns could result in disallowances to be determined
at the 6-month or 2-year reviews,

Both KIUC and the AG have suggested that Big Rivers' Board of
Directors vioclated KRS 275,140 when it authorized the sale of

emission allowances without notice to and. approval by its

40 Response to Item 86(b) of the Commission's January 14, 1994
Order.
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membership.!’ The Commission finds no merit to KIUC's and the
AG's argument.

Big Rivers' allowance transfer and sale activities demonstrate
the need for a management strategy for allowances. Big Rivers
should consider developing an emisgion allowance management
strategy which addresses, among other things, Big Rivers'
objectives for purchasing and selling allowances, the role of
emission allowances in its compliance strategy, and its forecasts
of emission allowance prices. Appendix A to the Commigsion's July
19, 1994 Order in Case No. 93-465% demonstrates the areas to be
addressed to develop an acceptable strategy in a similar case,

Accounting and Surcharge Treatment for 1993 Emissions Sale

In 1993, Big Rivers financed a portion of the Station Two
scrubber with the net proceeds from the sale of 154,384 base
allowances, approximately $22.9 million., ®Big Rivers proposed to
reflect these proceeds in iﬁs surcharge calculations by reducing
the original book cost of the scrubber by $12.9 million and
ameortizing the remaining $10.0 million to income based on the
vintage years of the allowances so0ld.?? This income would offset
environmental costs included in the surcharge calculation. Big

Rivers indicated that it had requested REA approval for the

4 KIUC Post-Hearing Brief at 76 and AG Brief at 2.

4z Case No. 93-465, The Application of Kentucky Utilities Company
to Asgess a Surcharge Under KRS 278.183 to Recover Costs of
Compliance With Environmental Requirements for Coal Combustion
Wastes and By-Products.

43 West Direct Testimony at 6.

-] G



treatment of the $12.9 million portion of the proceeds,*' but as
of the hearing date it had not received a response.*® REA
subseguently rejected this proposal and indicated the £inal
accounting treatment would be dependent on the Commission's
regulatory determinations.?® Big Rivers therefore has requested
Commisaion approval of the original proposal.?’

The Commission finds that this request should be denied. The
Uniform System of Accounts ("USoA") does not provide for credlting
gains from allowance sales to the plant accounts which may have Iin
part generated the allowances. Further, it is inappropriate to net
the $12.9 million proceeds againat plant, returning the income to
ratepayers cover the life of the scrubber. Rather, the proceeds
should be credited against environmental c¢osts over the wvintage
years of the allowances gpold, The Bold allowances were for the
vintage years 1995 through 1999. Therefore, Big Rivers should
record the entrles necessary to account for the $22.9 million nat
proceeds in Account No. 254, Other Regulatory Liabilities. it
should use a separate subaccount of Account No. 254 for specific
identification purposes. Beginning with the £first month the

surcharge is applied, Big Rivers should amortize the proceeds to

44 Response to Item 82 of the Commission's January 14, 1994 Order

and Response to Item 47 of the Commission's March 21, 1994
Order.
a3 T.E., Vol, IV, June 9, 1994, at 158-159,

a6 Response by Blg Rivers to Hearing Requests filed July 18,
1994, REA Letter to Blg Rivers dated June 22, 1994,

9 Big Rivers Initial Brief at 57.
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Account. No. 411.8, Gains from Dispoeition of Allowances, The
amortization period should match the vintage vyears of the
allowancesn oold in 1993, Ap emission allowances represent & parmit
to emlt 80, In apecific tilme periods, using vintage year for
amortization purposes will more closely match the periods in which
the allowances could have benefit to Big Rivers and its ratepayers.
This method will also refund the proceeds in the same manner in
which theoy will be charged to income under the USoA, thereby
achleving a conslstent accounting treatment. The amortization
should boe poerformed monthly and because it will begin in July 1995,
tho 1995 vintage year sale proceeds should be amortized over 6
months inoteoad of 12,

While Blg Rivers did propose a means to return the beneflits of
the allowance sale to ite ratepayers, it has enjoyed thls $22.,9
million beneflt since the rFall of 1993 and will continue to do so
until the gsurcharge begine in July 1995, Therefore, Big Rivers
should accruoc a carrylng charge on the unrefunded portlon af the
§22.9 million not proceeds from the date of this Order and until
the full $22.9 million has been amortized to Account No. 411.8.
From the date of this Order until July 1995, the carrying charge
vhould be 8 flxed rate equal to Big Rivers' weighted average cost
of debt ap of the Order date. From July 1989% until the 8$22.9
million has been fully amortized to Account No. 411.8, the carrying
charge oshould boe the rate of return used in computing the

surcharge. Thls carrying charge will be added to the balance of

~20



the 5$22.9 million and returned to ratepayers in subseguent
gsurcharge calculations,

The unamortized balance in Account No, 254 related to the 1993
allowance sale and the related monthly amortization should be
treated as oftsets in the calculation of the current perlod
environmental costs. Big Rivers should reduce the current period
environmental rate base by the unamortized balance of Account No.
254 to calculate the debt service component. The monthly
amortizatlion te Account No. 41,8 should reduce current perlod
coats. In thls manner, the proceeds will be egultably returned to
Big Rivers' ratepayers, consistent with proper UScA accounting.
The accrued carrying charge should alsc be returned to ratepayers
by reducing current period costa. 'The amortization and return to
ratepayera should be completed by the end of 1999,

Review and Audit Process

Big Rivers states that operation of the surcharge should be
similar to the FAC, and proposes reporting formats for the menthly
calculation based on that clause. Because of the modificatlons
made to Blg Rlvers' proposal, these formats have also been revised
and are attached to this Order as Appendix B, which includes
formats for informatlion to be filed at the time of the 6-month and
2-year reviews, The monthly formats should be flled when Big
Rivers spubmits the amount of the monthly surcharge. Asg experience
is gained in the monthly reporting and review processes, the
Commission may modlfy these formats or prescriba additional

formats, A form to be prepared by Big Rivers when 1t propodes to
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Include a new capital investment in the surcharge has also been
included. Any new capital lnvestment proposed for incluaion in the
surcharge will undergo prior Commiesion review,

In addition to the 6-month and 2-year formal reviews, the
Commission will have its Btaff perform on-slte audits of the
surcharge as nacessary, Over- and under-recoveries of the
purcharge, which would result from differences in the surcharge
actually bllled and the revenues collected, will be determined at
the 6~month reviews. Over« or under~recovories will be refunded or
collected over the next 6-month period through an adjustmant to the
surcharge factor.

Formula to Calculate the Surcharge Factor

The Environmental Surcharge Gross Revenue Requiremant, E(m),
will be aequal to the difference between the average monthly base
period and monthly current pericd environmental costs. The
determination of the base pericd environmental costs is shown in
Appendix B on ES Form 2,0, The determination of the current period
environmental costs is shown in Appendix B on ES Form 3.0. The
Environmental Surcharge Factor is calculated by dividing E(m) by
the Monthly Revenue for the Current Expense Month R(m).

SURCHARGE ALLOCATION

Big Rlvers proposes to allocate its environmental compliance
coots inteo demand and energy components and apply surcharges to
both its demand and energy rates, It proposes to calculate its

environmental surcharge based on total sales, which include both
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member sales to lts cooperatives and non-member, or off~systen,
gales to other utllities.

KIUC recommends allocating environmental compliance costs
bared sclely on energy (kWh) salea, KIUC argues that Blg Rivers!'
proposal would cause member sales to bear a disproportlonate share
of compliance coste because it is heavily weighted toward demand
costa and because such a large share of Big Rivers' off-system
sales are oeconomy energy sales which include no demand cost
component, The AG agrees,

There is some degree of merit In proposals. However, when
dealing with only one category of costs, namely environmental
compllance costs, the Commission ls not inclined to depart from the
cost allocatlona reflected in exlsting rates unless there &8
compelling evidence to support such a departure, The parties dlid
not present compelling arguments for departing from the allocation
of coasts reflected in Big Rivers' exlsting rates nor did they file
cost-of-service studles to support thelr propesals.

A third method that will better maintain the cosgt allocations
reflected in Blg Rlvers' exlsting rates should be used. The
percentage-of-revenues method has been used in rate cases to
achieve this end. Under thls approach, the environmental
compliance revenues would be divided by total revenues to calculate
a percentage which would then be applied toc bills to derive the
surcharge amounts.

This method 18 alsoc preferrable because Blg Riverg' non-member

economy energy sales are large relative to its member saleas. A
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portion of these economy sales is made Iln lieu of the firm off-
system sales envisioned In Big Riverp' debt restructuring plan and
do not lnclude the demand cost componont f£irm sales would have
included. Under Blg Rivers' proposal these sales would be
allocated no demand costa, while under KIUQ's proposal they would
be allocated demand costs as if they were firm sales. Given Blg
Rivers' level of economy enarqQy sales, the percontage-cf~revenues
approach will result In the most equitable allocation of costs
between member and non-member sales.

RATE OF RETURN

Ags part of its Environmental Surcharge Tariff, Big Rivers
proposes to establish its rate of return ao the welghted average
cost of its outstanding debt, 7The return would be calculated
monthly in determining the revenue requlrement for the demand
surcharge compenent, No other party suggested an alternative
return and Blg Rivers' proposal to base its return on lts debt cont
is reaponable, However, the rate should be fixed, as a monthly
calculation would unnecessarily complicate the surcharge filings.
The rate should be calculated lnitially when Big Rivers files its
first monthly surcharge rate. Thereafter, the return ghould be
reviewed and adjusted in the 6-month and 2-year cases,

Big Rivers ls negotlating with REA to restructure its debt or
otherwise obtaln some interest reduction or debt forgiveness, In
the event Blg Rlvers succeeds, it should notify the Commission of

the results and reflect the results in Llts next monthly filing,
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CONTRACT AMENDMENTS

Big Rivers and Hendermon requesat that the Commission approve
several amendments relating to thelr 1970 contract. Blg Rivers
states that the amendments incorporate changes recognizing the
addition of scrubbers at Station Two and memorialliege practices of
the parties which have not previously been included in formal
contract documents.*'® It claims the amondments are just and
reasonable for it and its ratepayers,

KIUC argues that the terms and conditlons of the amendments
are nelther reasonable nor prudent and should not be approved,
KIUC statea that the proposed modiflication to default provisions is
unacceptable, that the amendments are economically flawed and of
dubious value to Big Rivers, and that REA usped the amendments to
obtaln additlonal remedies and payments on Big Rivers' outstanding
debt.*?

Further review of the amendments s necessary. KRS
278,183(2)({a) requires that, within 6 months of submlittal, the
Commission must consider and approve the compliance plan and
surcharge if it finds the plan and surcharge recasonable and coat-
effective. The amendments are not an lintegral part of the
compliance plan propesed by Big Rivers, and thus are not subject to
the 6-month requirement, Therefore, the Commlsaion will rule on

them at a later date.

40 Big Rivers Initlal Brief at 4.
49 KIUC Post-Hearing Brlef at 65-75.
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IT I8 THERRFORE ORDERED that:a

1, Big Rivers' compllance plan conslating of projects to
meet federal, ustate and local eanvironmental law and regulaticna ls
approved.

2. Big Rivers' Environmental Surchargo Tariff, as modified
herein, is approved for mervice rendered on and after September 1,
1994,

3. Blg Rivers' rate of return for the environmental
surcharge shall be itn welghted averago cost of debt. The rate of
return shall be dotarmined at the filing of the first monthly
surcharge and shall raemain fixed during that 6-month period. It
nhall be reviowed and re~ostabllshed during the 6~month review
case.

4. In tho event Blg Riveru puccessfully renegotiates its
debt with REA, Biq Rivers shall notify the Commisslon of the
ranegotiation results within 10 days of ito consummation. The
effect of the ronegotlation on Big Rivers welghted average cost of
debt shall be reflectod in itg next monthly surcharge filing.

5. The reporting formats included in Appendix B shall be
used, as spoeclified, for cach monthly £iling, 6~month roview, 2-year
review, and new pollution control capital invoestment.

6. The accounting troatment requested by Big Rlvers for its
1993 pale of emivsion allowances is denled, Blg Rivers shall

fellow the accounting treatment depscribed in this Order.
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7. Big Rivers shall accrue and pay a carrying charge on the
unamortizged proceeds from its 1933 emiasions allowance sale as
prescribed in this Order.

8. Within 30 days of the date of this Order, Big Rivers
shall file with the Commission revised tariff sheets setting out
the Environmental Surcharge Tariff as approved.

Done at Frankfort, Kentucky, this 3lst day of August, 1994.

PURLIC SERVICE COMMISSION

Chalrman

M&m

Viece Chalrman v

Sl K Breatbtt-

Ccmmi?%ioner

ATTEST:

C

Wl

Executi@e Dlrector




APPENDIX A

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION
IN CASE NO. 94-032 DATED AUGUST 31, 1954.

SCHEDULE OF ACCQUNTS AND SUBACCOUNTS TC BE INCLUDED IN THE
ENVIRONMENTAL SURCHARGE
ANLo

ALitA _DWE)El SLEI L=

S —— "
Account Account Title J__—S.L\W_
403 Depreclation Expense 110, 121, 131 & 141
408 Taxes - Property 111, 121, 141 & 101
Taxen - Fed, Unemployment 210, 220, 240, 270 & 280
Taxea - FICA 310, 320, 340 & 370
Taxea - St. Unemployment 410, 420, 440, 470 & 480
500 Oper. Supeorvision & Eng. 100, 110, 200, 210, 300, 310,
400 & 410
i 502 Steam Expenses 1006, 110, 200, 210, 300, 301,
31C, 311, 320, 400, 401, 410,
411 & 420
5085 Elactric Expanses 310 & 410
506 Misc. Steam Power Expense 130, 210, 310 & 410
11 Maintenance Structures 110 & 310
512 Maintenance Boiler Plant 100, 110, 200, 210, 300, 301,
310, 311, 400, 401, 410 & 411
S13 Maint. Electric Plant 410
514 Maint. Misc. Steam Plant 310
585 Purchased Power HMP&L 150 & 152
920 Admin. & Genersl Salaries 100
921 Office Supplies & Exp. 100
923 Outeide Services Employed i00
924 Property Ingurance 111, 121, 141 & 181
925 Injuries and Damages 110, 120, 140, 170 & 180
926 Emp. Penagione & Benefits _Irlo. 120, 140, 170 & 180

The Current Pericd Expense Accounts and Subaccounts will include all Base Period
Accounts and Subaccounts, as wall as Account No. 503, Allowancese, the subaccount
used to reacord the conpultant costs, and accounts or subaccounts for leasehold
amortization.



APPENDIX B

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE COMMISSION
IN CASE NO. 94-032 DATED AUGUST 31, 1994,

INDEX OF REPORTING FORMATS FOR BIG RIVERS ELECTRIC CORPORATION

ENVIRONMENTAL SURCHARGE

[Monthly, 6-Month Review, 2-Year Review, and Future Projecta)
Monthly Reporting Formaks:

ES Form 1.0 Calculation of E{m) and Environmental Surcharge
Factor

ES Form 2.0 Base Period Environmental Revenue Requirement

ES Form 2.1 Rase Period - Plant, Accumulated Depreciation,
and CWIP

ES Form 2.2 Basge Period - Inventory of Lime, Limestone,
Spare Parts, and Materials & Supplies

ES8 Form 2.3 Bage Period - Depreciation Expense, Insurance
Expensgc, and Taxes Other Than Income

ES Form 2.4 Base Period - Operation & Maintenance Expenses
and Adininistrative & General Expenses

ES Form 3.0 Current Pericd Environmental Revenue
Requirement

ES Form 3.1 Current pPeriod - Plant, Accumulated
Depreciation, and CWIP

ES Form 3.2 Current Period - Inventory of Lime, Limestone,
Spare Partes, and Materials & Supplies

ES Form 3.3 Current Period -~ Inventory of Emission
Allowances

ES Form 3.4 Current Period - Depreciation Expense,
Insurance Expense, and Taxes Other Than Income

ES Form 3.5 Current Period - Operation & Maintenance
Expenses and Adminigtrative & General Expenses

ES Form 4.0 Monthly Revenue Computation R(m)



Six-Month.and.2-Yeax Review Formatg:

ES Form 5.0 Recap of Billing Factors and Revenue
ES Form 5.1 Recap of Environmental Debt Service Components
ES Form 5.2 Recap of Pollution Control Operating Expenses
and Amortization of Allowance Sale Proceeds
Future Projects:
ES Project New Pollution Control Capital Investments

[To be completed only when proposing an
additional capital investment for inclusicn in
the surcharge.]

Note: All Monthly Reporting Formats (ES Form 1.0 through ES Form
4.0) are to be filed 10 days before each monthly environmental
surcharge is scheduled to go into effect, with the exception of the
Base Period Formats {(ES Form 2.0 through ES Form 2.4), which are
only required to be filed at the beginning of each 2-Year Review
cycle.



ES Form 1.0

BIG RIVERS EBLECTRIC CORPORATION ~ ENVIRONMENTAL SURCHARGE REPORT
CALCULATION OF E(m) AND ENVIRONMENTAL SURCHARGE FACTOR

E(m)

For the Expense Month of

CALCULATION OF E(m)

the Monthly Environmental Surcharge Gross Revenue

Requirement.

Effective Date for Billing:

Submitted By:

Title:

Date Submitted:

E(m) = Net Current Period Monthly Environmental
Revenue Requirement minus Average Monthly Base
Period Environmental Revenue Requirement

Net Current Period Menthly Environmental
Revenue Regulirement,
from ES8 Form 3.0 5

Average Monthly Base Period
Environmental Revenue Requirement,
from E8 Form 2.0 S
Monthly Environmental Surcharge Gross
Revenue Requirements, E{m) $

CALCULATION OF ENVIRONMENTAL SURCHARGE FACTOR

E{m): Monthly Environmental Surcharge Gross
Revenue Requirement = §
R(m): Monthly Revenue for the
Current Expense Month a $
Environmental Surcharge Factor: E{m)/R(m) =

(¥ of Revenue)




ES Form 2.0
BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGHE REPORT
BASE PERIOD ENVIRONMENTAL REVENUE REQUIREMENT
For the 12 Months Ending December 31, 1992

DETERMINATION OF DEBT SERVICE COMPONENT

Less: Accumulated Depreciation on

Eligible Pollution Control Plant $
Eligible Pollution Control Plant S

“r

Net Eligible Pollution Control Plant

Eligible Pollution Control CWIP

17

Invantory - Lime

Inventory - Limestone

Inventory - Spare Parts

Inventory - Materials & Supplies

4r |4 {0 |4

Inventory - Emispion Allowances

Total All Inventories 5

Total Net Plant, CWIP, and Inventories

Average Cost of Debt
(Computed, based on 1532 Base Pericd Information) X L]

Debt Service Component of Base Pericd Environmental
Revenue Regquirements 5

Debt Service Component 5

Depreciation Expense on Eligible Plant

Insurance Expense on Eligible Plant

Taxes Cther Than Income

Administrative and General Expenses

$
S
$
Qperation and Maintenance Expenses 5
5
S

Total Base Period Environmental Revenue Requirements

Average Monthly Base Period Environmental Revenue
Recquirements (Total divided bg 12) 5

s -
AVERAGE COST OF DEBT

1992 Calendar Year Actual Interesnt ExXpense 5

Long-Term Debt Outstanding, 01/01/92 S

Add: Long-Term Debt Balance, 12/31/92 5

sum of Beginning and Ending Balances ]

Aver. 1992 Long-Term Debt Balances (Sum divided by 2} ] {

1992 Average Cost of Debt (Interest Exp./Av. Debt Bal. %
-—




ES8 Porxm 2.1

BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE
BASE PERICD FINANCIAL INFORMATION
PLANT, ACCUMULATED DEPRECIATION, AND CWIP
For the 12 Months Ending Decamber 31, 1552

* AN
Station/ Accumulated Eligible
Location Eligible Depraciation Construction
of Plant in on Eligible Work In
Eligible Project Deacription of Service Plant in Progreass
Plant Elﬁgible Pollution Control Plant Balance Sexvice (CWIP)
M
$ $ $
Totale for Plant, Accumulated Depreclation,
and CWIP - 5 ] 3
A A S A A AR LR A M R e

For the Base Period, list the balances for all eligible Pollution Contreol Utility Plant in Service, the
associated Accumulated Depreciation, and CWIP as of December 31, 1592. Organize information firet by station
or location, then list utility plant in service before CWIP. Use only original booked costs and actual booked
balances. 7Include as many pages of this form as needed to report Base Period balances, identifying these as

"Page of ", The Base Period information will only need to be filed at the beginning of each 2-year
cycle.



BIG RIVERS

Coleman

ES Yorm 2.2

ELECTRIC CORPORATION - ENVIRONMENTAL BURCHARGE
BABSE PERICD FINANCIAL INFORMATION

INVENTORIES OF LIME, LIMNESTONE,
For the 12 Months Ending December 31, 1992

Graen

SPARE PARTS, AND MATERIALS & BUPPLIES

Reid Wilscon HMP4LL
Btation Two

Tons

Dollars

$/Ton

Limestone:

Tons

Dollars

$/Ton

Spare Parts

Materials &

f Suﬁzliea

Where applicable, provide the Base Period informaticn for environmental complliance costs. Amounts are to be
for the 12 months ending December 31, 1992. If the inventory type listed for a particular station is not

applicable, mark as "NA."

vear cycle.

The Base Period information will only need to be filed at the beginning of each 2-




E8 Form 2.3

BIG RIVERS ELECTRIC CORPORATION -~ ENVIRONMENTAL SURCHARGE
BASE PERIOD FINANCIAL INFORMATION
DEPRECIATION EXPENBE, INBURANCE EXPENSE,

AND TAXES OTHER THAN INCOME
For the 12 Months Ending Decambsr 31, 1932

Account Avcount Title, Base Pariod
Number Subaccount Numbar and Title Balance
403 Depreciation Expenss

(List Applicable Bubaccount Nom, and Titles)

Total Depreciation Espenss

408 Taxes Othexr Than Income
{List Applicable Subaccount Nos. and Titlen)
Total Taxee Other Than Income <]
924 Insurance Expeanse "
it {List Applicable Subaccount Nos. and Titles) 5

l Total Insuyance Exaanaa 4] "

For the Base Period, list the balances for the appropriate accounts and
subaccounts related to aligible pollution control capital expenditures. For sach
main account, list the spplicable subaccount numbers and titles. Amounts are to
be for the 12 months ending December 31, 1992. The Baae Pericd information will
only need to be filed at the beginning of each 2-year cycle.



B8 Form 4.4

BIQ@ RIVERS ELECTRIC CORPORATION - ENVIRCNMENTAL SURCHARGE
BASE PERIOD FINANCIAL INFORMATION
OPERATION & MAINTEHNANCE EXPEN3ES AND
ADNMINISTRATIVE & GENERAL EXPENSES
For the 12 Nonths Ending December 31, 1952

PRI, 00 A M I S AT S
Account Account Title, Nase Pariod
Number Subaccount Number and Title patange

CPERATION AND MAINTENANCE RKXPENORY
{Lint Applicable Bubaccount Nos, and Titlea)

gteam Powsr Qunaration - Operatiom
500 Operation Bupervision and Engiheering 9
502 Steam Expensod g
505 Electric Expensen )
506 Miscellaneous Oteam Power Bxpenwvas ]

Steam Pownr Generation - Maintenancas)
511 Maintenance of Structures )
512 Malntenance of Boiler Plant )
513 Maintenance of Blectric Plant i
514 Maintenance of Miscellanecusm Oteam Dlant ]

Other Power Supply Expenses
555 Purchased Powar 0

Total Operation and Maintenance Lxpansas

ADMINISTRATIVE AND QENERAL RXPENORO
(Liot Applicable Subaccount Noe. and Titles)

920 Adminiptrative and Qenerasl fOalarien g
921 Office Bupplien and Expensas 8
923 cutside Services Employed ]
925 Injuries and Damages ]
926 Employee Pensions and Denefitme 5

Total Administrative and General uxganaeu E

For the Base Perilod, list the balances for tha appropriate asccounta and
subaccounts related to eligible pollution control capital axpanditures., For each
main acceunt, list the applicable pubaceount numbers and titles, Amounta are to
be for the 12 months ending December 31, 1982. 'The Base Periocd information will
only need to be filed at the beginning of each 2-yoar cyela,

For Account No, 555, attach supporting doocumentaticon which demonstrates that thise
expense gualifies ap an environmental compliance item,



B8 Form 3.0

BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE REPORT
CURRENT PRRIOD ENVIRONMENTAL REVENUE REQUIRRMENT
For the Expentge Month of

DETERMINATION OFF DRI QERVICEK COMPONENT
PEETIN .o S A s S R Lo RN I

Eligible Pollution Control Blant 2

Loann:  Accumilated Depraciation on
Kligible bPollution Contvol Plaut

Nat Kligible Pollutlon Control Blant

Lons  Unamortized Balance of
Acoount No, 284 Nelated to 1943) Hale
of Allowanced 2

Adjustad Nebt Kligible Pollution Coutrel Plant f

Eligiblu rollutioh Control CWIP

Inventory - Lime

Invantory - Limentone

Inventory - Bpare Parts

Inventory - Materials & tHuppliles

la a3 2 BER KR

Inventory - Emission Allowanoces

Total All Inventories

Total Adjusted Net blant, CWIB, and Inventorien

Woighted Average Cont ot Debt
(Rate of Reoturn Authoriwed for Hurcharge Purpossas) X ¥

Dubt Bervice Componsht of Current bPeriod Hnvirenmental

Roveanun Resuiremantn f
CURRENT PERIOD MONTHLY BENVIRONMENTAL REVENUE REQUIREMENTS

Debt Baorvice Componant fi

Monthly Dapreciation Kxpense on Kligible Diant

Monthly Inmurance Expense on Hligible plant

Monthly Operation and Malntenalios lixpeises

il
il
Monthly 'M'axes Othar ‘Than Icome ]
]
]

Monthly Adminiwtrative and Qeneral lixpenaes

Total Current Period Monthly Buvironmental Revenua

Raquirements g
Loos: Monthly Amortization - 1993 flale brogeads f
Loss: Monthly Amortivation of Carrying Charge on
Unamortized Balahce for Acgobt, No, 24 - 1983 Hale i
Lespn: Monthly Amortivation of Additional hllowanca

Halas and Ravanues from Hy-Product Halaes ]

Net Current Pariod Monthly Environmental Ravenus
Roquirements




ES8 Form 3.1

BIG@ RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE
CURRENT PERIOD FINANCIAL INFORMATION
PLANT, ACCUMULATED DEPRECIATION, AND CWIP
For the Expeanase Month of

RN AL e e L e
Eligibla

gtation/ Accumulated
Location Eligible Depraciation Conatruction
of Project Deacription of Plant in on Eligible Work In
Eligible Eligible Polluticn Control PRlant Barvice Plant in Progress
Plant (Include UScA Account No.l Balance Sarvice {CWIP)
) 5 3

Totale for Plant, Accumulated Depreciation,
and CwIP _

Ty
R
Oy

liot the bhalances for all eligible Polluticn Control Utility Plant in Service, the
Organize information first

Use only original booked costs and
Include ap many pagec of this form as needed to report Current Period balances,

identifying thete as "Page of "

For the Current Period,
appociated Accumulated Depreciation, and CWIP as of the end of the Expense Month.

by ptation or location, then list utility plant in service before CWIP.
actual booked balancesn.



BIG RIVERS ELECTRIC CORPORATION -

CURRENT PERIOD FINANCIAL INFORMATION
INVENTORIES OF LIME, LIMESTONE,

For the Expsnse Month of

Type of Coleaman Qraan
Invantor

Lime:

BPARE PARTSH,

ENVIRONMENTAL SURCHARGE

Reid

Wilpon

EB Form 3.2

AND MATERIALS & BUPPLIES

HMP &L
Station Two

Tons

Dollars 5 §

$/Ton ) [}

Limestone:

Tons

Dollars

$/Ton

" Spare Parts

3 $ $
[} ] 8 8

Materials &

Supplies i} 8 3 8

Whera applicable, provide the Current Period information for environmantal compliance costs. Amcunts are to
be as of the end of the Expence Month., If the inventory type listed for a particular station is not applicable,

mark ag "NA."

Attach a separate worksheet providing a dstailed analysis of the Spars Parts inventory shown for each Station.



ES8 Form 3.3

BIG RIVERS BELECTRIC CORPORATION - ENVIRCNMENTAL SURCHARGE REPORT

CURRENT PERIOD FINANCIAL INFORMATION -
For the Expense Month of

INVENTORY OF EMISSION ALLOWANCES

Allocation,
Beginning Allocationa/ Utilized Sold Ending Purchase or
Inventory Purchasaes Inventory Sale Date &
Vintage Yras.

R L _

TOTAL EMISSION ALLOWANCES IN INVENTORY,

ALL CLASSIFICATIONS:

Quantity

Dollars

$/Allowance

ALLCCATED ALLOWANCES FROM EPA:

Quantity

ALLOWANCES FROM OVER-CONTROL

(OVER-SCRUBBING) :

Quantity

ALLOWANCES FROM PURCHASES:

Quantity

Dollars

$/Allowance

Big Rivers 1s required to maintain adegquate allowance records which will allow ready identification cof

the number of each classification of allowances included in Ending Inventory.

Allocated Allow-

Allowances from

PROCEEDS FROM ALLOWANCE SALES DURING MONTH
R T IR

Allowances from

Proceeds from All

———) ances from EPA Over-Control Purchases Allowance Sales
Gross Proceeds $ $ $
Sales Expenses 5 5 5
Net Proceeds S $ 5

Big Rivers ghal)l attach detalled information related toc the Sales Ezzensea deducted from Gross Proceeds.
- L -




ES Form 3.4

BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE
CURRENT PERIOD FINANCIAL INFORMATION
DEPRECIATION EXPENSE, INSURANCE EXPENSE,

AND TAXES OTHER THAN INCONE

For the Expense Month of

‘ I
Account Account Title, Current Period §
Numbar Subaccount Number and Title Balance :

402 Depreciation Expense
{Liat Applicable Subaccount Noa, and Titles)

|| Total Depreciation Expense S

408 Taxes Other Than Incoma
{List Applicable Subaccount Nos. and Titlas)

Total Taxes Other Than Incoma

934 Insurance Expense
{List Applicable Subsccount Nos. and Titlea) 5
Total Insurance anae 5

For the Current Period, list the balances for the appropriate accounts and
subaccounts related to eligible pollution control capital expenditures. For each
main account, list the applicable subaccount numbera and titles. Amounts are to
be for the Expense Month only.



ES Form 3.5

BIG RIVERS ELECTRIC CORPCRATION - ENVIRONMENTAL SURCHARGE
CURRENT PERIOD FINANCIAL INTORMATION - OPERATION & MAINTENANCE
EXPENSES AND ADMINISTRATIVE & GENERAL EXPENSES

For the Expesnse Month of

Account Rocount Title, Current Periocd
Number Subaccount Number and Title Balance
OPERATION AND MAINTENANCE EXPENSES
{List Applicable Subaccount Nos. and Titles)
Steam Power Generation - Operation:
500 Operation Superviasion and Enginesring $
502 Steam Expenses §
505 Electric Expenses 5
506 Migcellanecus Steam Powexy Expenses $
509 Emission Allowances 5
Steam Power Generation - Maintenance:
511 Maintenance of Structures 5
512 Maintenance of Beoller Plant 5
513 Maintenance of Electric Plant 5
514 Maintenance of Miscallaneous Steam Plant 5
Other Power Supply Expenses:
555 Purchased Power $
Total Operation and Maintenance Expenses

ADMINISTRATIVE AND GENERAL EXPENSES
{List Applicable Subaccount Noa. and Titles)

920 Administrative and General Saiaries S
921 Office Supplies and Expenses $
923 Outside Services Employed 5
925 Injuries and Damages S
926 Employee Pensgions and Benefits 5
928 Regulatory Commission Exp. - Consultant Fees s

Total Administrative and General Expenses s

For the Current Period, list the balances for the appropriate accounts and
subaccounts related to eligible pollution contrel capital expenditures. For each
main account, list the applicable subaccount numbers and titles. Amounts are to
be for the Expense Month only.

For Account No. 555, attach supperting documentation which demonstrates that this
expense qualifies as an environmental compliance item.



ES Form 4.0

BIG RIVERS ELECTRIC CORFORATION -~ ENVIRONMENTAL SURCHARGE REPORT
MONTHLY REVENUE COMPUTATION R(m)
For the Expense Nonth of

R N e
COMPUTATION OF R {m}

|
Hamber Sales:

Bane Ravenuas

Fuel Clause Revenues

Environmantal Surcharge

Total Member Sales 5

Total Member Salop Excluding
Environmental Surcharge $

Total Non-Mamber Sales

Total Company Revenue (Member and
Non-Mambay Sales)

Total Ccompany Revenus Excluding
Environmental Surcharge - Rim) 3

R{m) rapragents tho total company revenue (Mamber and Non-Member Sales)} axcluding
Environmental Surcharge Ravenues.



E8 Form 5.0

BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE
S8IX MONTH AND TWO YEAR REVIEW
RECAP OF BILLING FACTORS AND REVENUE
For the Pericd through

{1} (2} {3)

{5)
E{m) Nat Bix
Grosa Total Month & Mombar Member
Environ. Company Bnviron. Environ. Balas Sales
Current Burcharge Ravenue Surcharge Burcharge Ravenua Inviron. Qvar/
Expense Revenua (Incl. FAC Billing Billing (Ingl. PAC surcharge (Under)

Month Requirement Excl. E8) Factor Factor Excl. EO) Ravanua Collaction
{Note 1] [Note 2) {Note 3) [Hote 4)

I
(AR A S N R R D E—

For each Expense Month included in the 6 Month Reviow Pericd, list the appropriate billing factors and revenues,
At the 2 Year Review, provide thion information for the entire review poricd.
Do Not Include Base Period information on this scheduls.

FAC is Fuel Adjustment Clause; ES ic Environmsntal Surcharge.

Note 1: E(m) = Net Current Period Monthly Environmental Revenue Reguirement minus Average Monthly Base Period
Environmental Revenus Regquiremsnt

Note 2: Nat of the month’s Environmental Surcharge Factor and the appropriate Over/(Under) Collection
adjustment, Show tha calculation of the Over/(Under) Collection adjustment on a separately
attached worksheet.

Note 3: Column 5 times Column 6

Note 4: Bhow the calculation of the Over/(Undsr) Collecticon amount on a paparatsly attached worksheet,



BIG RIVERS ELECTRIC CORPORATION -
B8IX MONTH AND TWO YEAR REVIEW

For the Periocd

RECAP OF ENVIRONMENTAL DERT SERVICE CONPONENTS

Curyent
Expanse
Month

Eligible
Pollution
Control
Plant

Eligible
Pollution
Control
CWIP

Accum,
Deprsc.

on
Fligible
Pollution
tontxal
Plant

Unamore.
Bal. of
Account
No. 23%4 -
1983
Allowance
Bale

through

ENVIRONMENTAL BURCHARGE

Lime
and
Limeatone

Spare
Parts
and
Mateyialn

&
Bupplies

w1 e 1w 1w 4w e | o 1w 1 e
| Deduceions [ anventortes |

Eminmion
Allow-
ances

E8 Form 5.1

Enviren,
Dabt
Barvice
componeant
[Col. ()
+{3)~(4)~
(3)+(6)+
(7)+(8)

Environmental Debt Searvice Componente.
At the 2 Yaar Raview, provide thirs information for the entirs review pariocd.
Do Not Includa Base Period information on this achadule,

| NS I N S A I— E— N

For aeach Expense Month included in the 6 Month Review Period,

list the appropriate components of the



BIG RIVERS ELECTRIC CORPORATION - ENVIRONMENTAL SURCHARGE
S8IX MONTH AND TWO YEAR REVIEW
RECAP OF POLLUTION CONTROL OPERATING EXPENSES AND AMORTIZATION OF ALLOWANCE SALE PROCEEDS

For the Pariod

PN
{1) {2)
JE——— PO
Current
Expenge Dapreciation
Month Expennoe

POLLUTION CONTROL CPERATING EXPENSES
[

{3) {4)

Inauranca
Expensge

Taxes Othar
Than Incoms

through

ES8 FPorm 5.3

(5)

Operation &
Maintenance

Expennoen

{6)

Adminie-

trative &

Ganeral

Expeanges

Total
Follution
Control
Operating
Expensen
(Col. (2)
thru (7))

Current Expense Month

Monthly Amortization of
Allowance Proceeds

Monthly Amortization of
Charge

cary

in

For each Expense Month included in either the 6 Month or 2 Year Review Pariod, list the information indicated.
Do Not include Base Period information on these schedulas.



EB Project

BIG RIVERS RLECTRIC CORPORATION
NEW POLLUTION CONTROL CAPITAL INVEBTNENTS

PROJECT TITLE and DEBCRIPTION:

Dollar Amount of Projact
[Deasignate as Actual (A} or
Eastimated (R))

List Applicable Environmental
Ragulation(s)

List Applicable Environmantal Permit (s} ‘

Indicate Construction Schadule
[Demignata as Actual (A} or
Estimatad (E))

Indicate Pollutant or Waste By-Product
to be Controlled by Proiect

Designate the Affected Generating
ftation and tha Control Facllity

List All Internal Engineering or
Economic Studies Completed in Bupport of
the Project

{blg Rivers should be prepared to
provide acceen to any lisced study

| 1f mso regquested)

l ldentify the Managemsnt Authority who
Approved the Project

Identify the Commission Casa Noim).
where Certificate of Necasnity was
granted, if applicable

List nng Internal Work Crder Numbers

Agﬁlica la to the Pru:uct
A waparate form is to bs completed for each proposed project.
Attach additional shests as necesaary.

Bubmitted By:

Title:

Date Submitted:




