10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

Uﬁ‘ﬁﬁanL
TAMPA ELECTRIC L:mw EUPY

DOCKET NO. 970007-EI
BUBMITTED FOR FILING 6/23/97

BEFORE THE FLORIDA PUBLIC BERVICE COMMISSION
PREPARED DIRECT TESBTIMONY
or

EAREN A. BRANICK
Please state your name, address, occupation and employer.

My name is Karen A. Branick. My business address is 702
North Franklin Street, Tampa, Florida 3360z. I am employed
by Tampa Electric Company in the position of Director -

Electric Regulatory Affairs.

Please provide a brief outline of your educatiocnal

background and business experience.

I received a Bachelor »of Science Degree in Chemical
Engineering and Chemistry from the University of
Pittsburgh, Pittsburgh, Pennsylvania in 1986. In 1987 1
was employed as a chemist for Florida Power & Light Company
(FPL). 1In 1990, I became a performance engineer; in 1991
a laboratory supervisor; and in 1992 an operations
supervisor for FPL. My career at Tampa Electric began in
1992 in the Production Department. My responsibilities
included insurance of proper boiler chemistry and chemical
engineering support during normal operati.ons and
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maintenance outages. I led projects related to alternate
fuel test burns and waste water management. In 1994, I
transferred to the Bulk Power & Market Development
Department where I managed the customer accounts of
approximately 30 of Tampa Electric's large industrial
customers. I also participated i:s developing proposals for
long term off-system sales of wholesale power. In October
1996, 1 was promoted to Manager-Energy Issues in the
Regulatory and Business Strategy Department. In June of
1997 I was promoted to my current position of Director. My
present responsibilities include the areas of fuel
adjustment filings, capacity costs recovery filings,
environmental cost recovery filings, pricing and rate

design and issues under the Federal jurisdiction.

What is the purpose of your testimony?

The purpose of my testimony is to present, for Commission
review and approval, both the calculation of the revenue
requirements and the development of the environmental cost
recovery factors for the billing period October 1997
through March 1998. My testimony also addresses *he
recovery of costs associated with the environmental
compliance activities for this period as well as the

estimated/actual costs for the April 1997 through September
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A.

1997 period. Finally, my testimony provides an explanation

of significant project variances.

Do you wish to sponsor an exhibit in support of your

testimony?

Yes, I do. My exhibit No._  (KAB-1) consisting of 16

documents, was prepared under my direction and supervision.
Form 42-1P summarizes the costs being presented for
recovery at this time; Form 42-2P reflects the total
jurisdictional recoverable costs for O & M activities; Form
42-3P reflects the total jurisdictional recoverable costs
for capital investment projects; Form 42-4F, pages 1
through 3, consists of the calculation of depreciation
expense and return on capital investment for each project;
Form 42-5P gives the description and progress of
environmental compliance activities to be recovered through
the clause for the projected period; Form 42-6P reflects
the calculation of the energy and demand allocation
percentages by rate class and Form 42-7P reflects the
calculation of the ECRC factors. In addition, Forms 42-1E

through 42-8E reflect the true-up and variance calculation

for the prior period.

What has Tampa Electric calculated as the total true-up to
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A.

be applied in the period October 1997 through March 19987

The total true-up for this period is an underrecovery of
$687,097. This true-up consists of a final true-up
overrecovery of $156,449 as filed on May 20, 1997 and a two
month actual/four month estimated true-up underrecovery of
$B43,546 for the April 1997 through September 1997 period.
A detailed calculation supporting the estimated true-up is

gehown on Schedules 42-1E through 42-8E of my Exhibit.

How do the estimated/actual project expenditures for April
1997 through September 1997 period compare with the

original projection?

Form 42-4E shows the total O & M activities were $797,659
greater than projected. The largest variances were

associated with the following projects:

5 BIG BEND UNIT 3 FLUE GAS DESULFURIZATION INTEGRATION
(FGD) - O & M expenditures were $105,133 (=-12.0%)
lower than expected primarily due to lower than
expected maintenance expenses and lower than projected
utilization of the FGD system to treat flue gases from
Big Bend Unit 3. Big Bend Unit 3 continues to

experience more time cperating de-integrated from the
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FGD system than was originally projected. Any

operating problem that restricts FGD capability

results in having to de-integrate Unit 3.

S02 EMISSIONS ALLOWANCES - Consumption expense was
$903,482 (115.9%) higher than projected. Tampa
Electric's strategy for compliance with rhase I and
Phase II of the 1990 Clean Air Act Amendments (CAAA)
has been one that will ensure compliance at the lowest
cost possible. By combining fuel switching
integration and S02 Emissions Allowance consumption,
the company seeks to meet compliance standaras while
delaying the addition of capital intensive compliance
technology for as long as possible. This compliance
strategy affords Tampa Electric's customers the
opportunity to realize savings associated with lower
generation costs. To the extent that Tampa Electric's
environmental requirements would not be compromised,
in instances where fuel switching costs are greater
than the cost of purchasing allowances, S02 emission

allowances should be purchased and consumed instead.

Based on projected generation and fuel consumption,
company strategy for allowance purchases was to buy

only that amount of allowances need2d to meet
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Q.

compliance standards for 1997. However, due to an ever
changing market environment, Tampa Electric is in a
position to capitalize on an allowance market
currently characterized by declining prices. The
company's strategy for allowance purchases for 1997
changed to take advantage of ths prevailing allowance
market by aggressively pursuing opportunities to lower
overall generation costs and meet current as well as

future environmental compliance standards at the

lowest possible cost.

As long as current market conditions for 502 emission
allowances prevail, Tampa Electric will act to
safeguard it's customers from future risks associated

with increased costs in allowance transactions by

purchasing responsibly now.

Because the company is granted an initial allowance
inventory at no cost from the EPA, any purchases of
allowances increases the average dollar value of the
inventory available for consumption. This higher
dollar per allowance in turn impacts the amount

charged to expense for allowances consumed.

What environmental compliance costs is Tampa Electric
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A.

requesting for recovery through the Environmental Cost

Recovery Clause for the period October 1997 through March

19987

There are no new projects to report for the October 1997

through March 1998 period.

Please describe Form 42-1P.

Form 42-1P provides a summary of the costs being requested
for recovery through the ECRC. Total recoverable revenue
requirements associated with environmental activities,
adjusted for taxes, are projected to be $3,837,658 for the

period October 1997 through March 1998.
Please describe Forms 42-2P and 42-3P.

Form 42-2P presents the O & M activities to be recovered in
the projected period along with the calculation of total
jurisdictional recoverable costs for these activities,

classified by energy and demand.

Form 42-3P presents the capital investment projects to be
recovered in the projected period along with the

calculation of total jurisdictional) recoverable costs for
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Q.

these projecis, classified by energy and demand.

Please describe Form 42-6P.

Form 42-6P calculates the allocation factors for demand and
energy at generation. The demand allocation factors are
calculated by determining the percentage each rate class
contributes to the monthly system peaks. The energy
allocators are calculated by determining the percentage

each rate class contributes to total kWh sales, as adjusted

for losses, for each rate class.

Please describe Form 42-7P.

Form 42-7P presents the calculation of the proposed ECRC

factors by rate class.

What is the total amount of proj)ected recoverable costs

related to the period October 1997 through March 19987

The total projected jurisdictional recoverable costs for
the period October 1997 through March 1998 are $3,147,367
as shown on line lc of Schedule 42-1P. This includes cost
related to O & M activities of $2,230,196 and costs related

to capital projects of $917,171 as shown on lines la and 1b




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

A.

Q.

of Schedule 42-1FP.

What are the ECRC billing factor rates for which you are

seeking approval?

The computation of the billing factors is shown on Form 42-

7P of my Exhibit. 1In summary, the billing factors are:

BRate Class Factor (cents per KkKWh)
RS, RST 0.054
GS, GST, TS 0.054
GSD, GSDT 0.054

GSLD, GSLDT, SBF, SBFT 0.053
1s1, IST1, SBI1, SBITI,

Is3, IsST3, SBI3, SBIT3 0.052
SL, OL 0.054

When should the new charges go into effect?

The new charges should go into effect commensurate with the

first billing cycle in October 1997.

Does this conclude your testimony?




A.

Yes,

it does.
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Energy Jurisdictional Factor
Demand Jurisdictional Factor
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Tamps Electric Company

Form 47 4P
Envworunental Cosl Recovery Clause (ECRC) Page ' of 3
Calcutation of the Propected Penod Amount
October 1997 to March 1958
Return on Captal imestrments, Deprecmation and Tanes
For Project  Bug Bend Unat 3 Flue Gas Desutfurization Integration
{1 Dollars)
Beginrung of Proy Pr Projcted Pro Projected Progectad End of

Penod Amourd O 97 N 97  Decembam 07 Jeruary 98 F sbruary B8 March 88 Period Armount
0 0 : 7] W 0 0
0 Q 0 ] [ 0
0 1] ] ] 0 [¢]
0 ] o ] [+] [¢]
§8,739 658 8.2729 052 8.1 658 5.239,658 8.239 658 8,239 658 8139 E5a
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Lines 8 x 8.8238% x 1/12. Based on ROE of 11 73% and weighted income tax rate of 38 575% (expansion factor of 1 628002)
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EXHIBIT NO
DOCKET NO 970007-E1
TAMPA ELECTRIC COMPANY
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Pagc 1 of 4

Tampa Electric Company
Environmental Cost Recovery Clause (ECRC)

October 1997 - March 1998
Description and Progress Report for
Environmental Compliance Activities and Projects

Project Title: Big Bend Unit 3 Flue Gas Desulfurization Integration

Project Description:

The existing FGD system on Big Bend Unit 4 was tested and found to be capable of cleaning the flue
gases from Unit 3 at a fraction of the cost of edding a new FGD system for this purpose

This project involved the integration of Big Bend Unit 3 flue gases into the Big Bend Unit 4 FGD
system. The integration was accomplished by installing interconnecting ductwork between Unit 3
precipitator outlet ducts and the Unit 4 FGD inlet duct. The Unit 4 FGD outlet duct was
interconnected with the Unit 3 chimney via new ductwork and a new stack breaching New ductwork,
linings, isolation dampers, support steel, and stack annulus pressurization fans were procured and
installed.  Modifications to the materials handling systems and controls were also necessary

Project Accomplishments:
The system is complete and in compliance

Project Fiscal Expenditures: The estimated/actual depreciation plus return for the period April 1997
through September 1997 was $568,804 compared to the onginal
projection of $565,080

The estimated/actual O&M expense for the penod Apnl 1997 through
September 1997 was $771,778 compared to the onginal projection of
$876,911 The -12% vanance is due to lower than expected maintenance
expenses and lower than projected use of the FGD system by Big Bend
Unit 3

Project Progress Summary: The project is in service.

Project Projections: Estimated project expenditures for depreciation plus return for the period
October 1997 through March 1998 are expected to be $562, 090
Estimated O&M costs are $862,380 for the peniod October 1997 to
March 1998
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Environmental Cost Recovery Clause (ECRC)
October 1997 - March 1998
Description and Progress Report for
Environmentsal Compliance Activities and Projects

Project Title: Big Bend Units 1 and 2 Flue Gas Conditioning
Project Description:

The existing electrostatic precipitators were not designed for the range of fuels needed for compliance with
the CAAA. Flue gas conditioning was required to assure operation of the generating units in accordance

with applicable permits and regulations.

The project involved the addition of liquid sulfur unloading, storage and conveying to sulfur burners and
catalytic converters where SO2 is converted to SO3  The control and injection system then injects this into

the ductwork ahead of the electrostatic precipitators

Project Accomplishments:

The system is complete and in compliance

Project Fiscal Expenditures: The estimated/actual depreciation plus return for the period April 1997
through September 1997 was $344,946 compared to the onginal projection
of $344 946

The estimated/actual O&M for the period Apnil 1997 through September
1997 was $26,808 compaied to the oniginal projection of $27,498

Project Progress Summary. The project is in service

Project Projections: Estimated project expenditures for depreciation plus return for the period
October 1997 through March 1998 are expected to be $340,192  Estimated
project expenditures for O&M for the period October 1997 through March
1998 are expected to be $25,599
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Tampa Electric Company
Environmental Cost Recovery Clause (ECRC)
October 1997 - March 1998
Description and Progress Report for
Environmental Compliance Activities and Projects

Project Title: Big Bend Unit 4 Continuous Emissions Monitors

Project Description:

Continuous emissions monitors (CEMSs) were installed on the flue gas inlet and outlet of Big Bend Unit
4 monitor compliance with the CAAA requirements. The monitors are capable of measuning, recording
and electronically reporting SO2, Nox and volumetric gas flow out of the stack. The project consisted
of monitors, a8 CEM building, the CEMs control and power cables to supply a complete system

40 CFR Part 75 includes the general requirements for the installation, certification, operation and
maintenance of CEMs and speciiic requirements for the monitoring of pollutants, opacity and
volumetric flow. These regulations are very comprehensive and specific as to the requirements for
CEMs, and in essence, they define the components needed and their configuration

Project Accomplishment:
The system is complete and in compliance

Project Fiscal Expenditures: The estimated/actual depreciation plus return for the penod Apnl 1997
through September 1997 was $44,203 compared to the onginal

projection of $44,203

The estimated/actual O&M for the period April 1997 through September
1997 was $0 compared to the onginal projection of $0

Project Progress Summary: The project is in service

Project Projections; Estimated project expenditures for depreciation plus return for the period
Gctober 1997 through March 1998 are expected to be $43,547
Estimated O&M costs are 30 for the penod October 1997 to March

1998,
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Environmental Cost Recovery Clause (ECRC)
October 1997 - March 1998
Descripticn and Progress Report for
Environmental Compliance Activities and Projects

Project Title: SO2 Emission Allowances

Project Description:

The acid rain control title of the Clean Air Act Amendments (CAAA) of 1990 sets forth a
comprehensive regulatory mechanism designed to control acid rain by limiting sulfur dioxide emissions
by electric utilities. The CAAA require reductions in sulfur dioxide emissions in two phases Phase I
began on January 1, 1995, and applies 1o 110 mostly coal-fired utility plants containing about 260
generating units. These plants are owned by about 40 jurisdictional wtility systems that are expected to
reduce annual sulfur dioxide emissions by as much as 4.5 million tons. Phase 1l begins on January 1,
2000, and applies to virtually all existing steam-electric generating utility units with capacitv exceeding
25 megawatts and to new generating utility units of any size. The Environmentally Protecton Agency
(EPA) issues to the owners of generating units allowances (defined as an authonzation to emit, during
or after a specified calendar year, one ton of sulfur dioxide) equal to the number of tons of sulfur
dioxide emissions authorized by the CAAA EPA does not assess a charge for the allowances it awards.

Project Accomplishments:

S02 Emission Allowances are being used by Tampa Electric to meet compliance standards for Phase [ of
the CAAA.

Project Fiscal Expenditures: The estimated/actual depreciation plus return for the penod Apnl 1997
through September 1997 was $0 compared to the onginal projection of $0

The estimated/actual O&M for the period April 1997 through September
1997 was $1,683,119 compared to the original projection of $§779,637. The
115.9% vanance is due to an unexpected decrease in SO2 allowance market
price and changes in company purchasing strategy as described on pages 5
and 6 of my testimony

Progress Summary: The project is in service
Project Projections: Estimated O&M costs are $1,412,578 for the period October 1997 through
March 1998,

10




Envronmental Cost Recovery Clauss (ECRC)
Cacuiation of the Energy & Demand Allacation % By Rats Clas
Octoter 1997 to Barch 1599

Form &2.6P

(1) Average 17 CP load lactor based on actusl 1995 load resesrch data
(2) Projected KVWh sales for the period October 1997 to March 1998

(5) Based on projecied 1598 snergy losses

(@) Cokamnn 2 X Cobarn 5
(7) Colusmn 3 X Cobumn 4
{8) Colusmn 8/ Totad Cobumn 8
(%) Cohamn 7/ Total Cabumn 7

(10) Cohsmn 8 X 1/13 + Column 8 X 12/13

(3) Calcudaled {Column 2) / (8,780 hours X Column 1)
(4) Based on projected 1806 demand losses

m @) [£)] 4 {3 ] n .1} m (il
Average 12 CP  Projpcted Projected Dernand Energy Propcted Procted  Percentage of Percertagaof  12CP & 113
Losd Fector Saies Awg 12CP Loss Loss Sales of Avg12CP ot «WhnSsies 1ICPDerand Alocaon
Bt Mlatar ot Moter ot Metpe Expansion Esparruon Ganerstion Generabon  of Generston  l Genersiion F actoe

Rate Cisss (%) (afih) o) Factor Factor fevh) W) (%) %) %)
RS, RST 53 57738% 2992 140000 637 524 1066114 1059519 3170229181 879,673 4274% 58 K% 55 To%
GS. GST. TS 55 70012% 406 541 000 By 1 OG5889 1 058519 gL B3 T3 5 T5% 7% T 9%
GSD, GSOT 74 11021% 1,871 686,000 288301 1 084600 1 OSE388 1990 948 834 308,975 28 0% 75 % BTN
GSLD, GSLDT 58F, 5BFT 62 89976%  829.203.000 114,184 1048214 1 042045 BG4.088,840 119,688 15w 1001w 1013%
IS1, IST1. SBI1, IS), I53T, SB0 97 3MWET% 962285 000 0 1022142 1020002 681532625 o 13 08% 0.00% 101
SLOL 818 04490% 72,375,000 1,008 | 055558 1 050521 T8 682 832 1,065 107% 0 0F% 016%
TOTAL 7.134,610.000 1,124,299 7.504.622 333 1,196,120 100 00% 100 00'% 100 00%
Notes
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Line

A A L R

"

12.
13
14

Hates

Awrage Nat irmestment

Retum on Average Net imestment

a Egquity Component Grossed Up For Taxes (A)
b Debtd Component (Lire § x 2 87% :112)

vestrmant Exparnes

i

q
:

. Total Sytem Recoverable Expsnses (Lines 7 +8)

8 Recoversbie Costs Alocatsd to Energy
b Recoversbie Costs Alliocated to Dermand

Enargy Jurisdicticesl Fector

. Dermand Jurisdictional Factor

Retad Energy-Related Recoverable Costy (B)
Retad Demand-Related Recoversbls Costs (C)

Tolal Jurisdictionsl Recoversbie Costs (Lines 12 + 13)

Tampa Elec  Company

Form 42 - 8E
E maronmental Coul Recowery Clauss (ECRC) Page 2o )
Caicidaton of the Aztual E stimated Amount lor the Penod
Aped 1997 to September 1997
Return on Capeal investrrents Deprecation and Taxws
For Propect Bag Bend Unds 1 and 7 Fius Gas Conationeg
(= Dollar)
Bagerang of Actual Achusd Estimates Estwrated E sborasted E strmated End of
Perod Amowunt Apni 87 Moy §7 Juhe 87 Sy 97 Auguat §7 Septenber §7  Penod Amowrt
| ] 80 0] 30 kel ]
o ] 0 (4] 2 0
Q 0 L] (4] Q 0
1] 0 o (1] 0 0
5077 S501T. T 301774 017,74 ST ST T 50T T
(454,010 (487 814 (481218 (494 827) (508.426) (532 030 (S35 _834)
0 0 o 0 0 0 0
$4 583 774 4550 120 4536518 4512912 4,509 308 4,495 TO4 4 482100
4 558 822 4540 8 4529714 4518110 4,502 508 4,488 902
13,508 3,408 33208 .08 33108 X2 008 5199 543
10.709 10,877 10,845 10,812 10,581 10.548 BT74
13,804 13,604 3,604 13,6804 13,604 12,804 81,824
0 0 [+] Q <] o 0
] 0 ] 0 0 0 0
o 0 1] a 0 o [+]
0 o 0 0 0 0 ]
57 821 57.600 57 557 5705 57293 s1.181 344,548
sz 57 689 57557 5T 425 57293 57.181 344948
0 ] /] 1] 0 0 0
09510548 0 9525878 08521833 0 f421489 0 9495201 0 85T2481
NA NA A NA NA NA
54,991 54,953 54,804 54 447 54,401 54717 8313
0 ] 0 4] [+] '] ']
§54.991 $54.953 54 BOA 554 447 354 401 354 747 328,313

(A) Unes 8 x 8.5238% x /12, Besed on ROE of 11 T5% and weightad incoma tax rate of 38 575% (sxpansion factor of 1 826002)
(8) Line Ba x Line 10

{C) Line 8 x Line 11
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TAMPA ELECTRIC COMPANY
1997 Year -to-Date SULFUR DIOXIDE ALLOWANCE PURCHASES

Purchased

Purchase Date Quantity Price / Ton Dollars Broker Commission From Lead Offer
Jan-87 5,000 190.12 950,850.00 Firm Contract LILCO N/A
Mar-97 5,000 87.00 435,000.00 ENRON NIA
Mar-97 5,000 110.50 552,500.00 Paid ENRON 112.00
Mar-87 5,000 111.50 557,500.00 Paid ENRON 114.00
Mar-97 1,000 108.14 108,140.00 EPA N/A
May-97 2,000 99.25 198,500.00 ENRON 102.00
Jun-97 2,000 94.00 188,000.00 Paid ENRON 96.00
Jun-87 3,000 90.00 270,000.00 Paid AIG 82.00

Year-{o-date Total 28,000 890.58 3,260,580.00
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