Responses to questions of Mr. Gilbert from the Bench

Case No. ER-2004-0570

Hearing – Volume 15, page 1888, line 17 through page 1889, line 7

Question:
How much of the Staff’s recommended $1.6 million net cost of removal expense is related to mass property accounts versus production plant accounts?

Answer: 
54.8% is related to the net cost of removal for mass property accounts; 45.2% is for the interim net cost of removal related to production plant accounts.


Staff’s adjustment: 
$1,681,389 (Teel Direct page 13, line 5 Total Company)


Mass Property:  
54.8% = $921,401


Production Plant:
45.2% = $759,988

Hearing – Volume 15, page 1900, line 25 through page 1901, line 12

Question:
How much money is at issue in regard to net cost of removal for the three categories; mass accounts, production accounts – interim, and production accounts – terminal?

Answer:
The differences between Staff and Company, on a Missouri Jurisdictional revenue requirement basis, are as follows:


Mass property:

$(5,170,565)


Production – interim:
$450,682


Production – terminal:
$(700,259)

Total:

$(5,420,142)

Hearing – Volume 15, page 1911, line 16 through page 1913, line 8

Question:
How much is Empire requesting for greenfielding in this case?

Answer:
The Company’s depreciation witness, Mr. Roff, states his method of determining costs to “greenfield” the Company’s production sites at page 21 lines 3 through 7 of his direct testimony.   The costs are based on estimates of dollars per kilowatt of generating capacity (i.e. an estimate of $50/KW for steam production).  The attached spreadsheet is an extension of ROFF SCHEDULE DSR-3, SCHEDULE 5 with the updated lifespan dates for Asbury plant as noted in Mr. Roff’s subsequent testimonies and is extended to show the required amount of accrual by year and period (until the next production unit is retired) as power production units are retired and the sites “greenfielded”.  


In Mr. Roff’s rebuttal testimony at page 35, lines 7 through 20 Mr. Roff discusses that while his study yields a total increase in annual depreciation expense of $25.6 million the Company is only seeking a $10.2 million annual increase in depreciation expense to avoid rate shock.    Mr. Roff has modified his original recommendation in the following ways to attain a $10.2 million annual increase:

  

1)
Net Salvage is capped at 100% for all accounts;

  

2)
The remaining life technique has been abandoned for the whole life technique; and

  

3)
The final retirement date of Asbury plant has been extended from 2014 to 2020.


These changes do not withdraw the Company’s request for terminal cost of removal, interim cost of removal, or lifespan treatment for production plant, and cost of removal for mass property accounts (transmission, distribution, and general).   
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