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copies of a STAFF'S REPLY TO THE RESPONSE OF THE EMPIRE DISTRICT
ELECTRIC COMPANY TO STAFF'S SCENARIOS.
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In the Matter of The Empire District
Electric Company's Tariff Sheets
Designed to Implement a General Rate
Increase for Retail Electric Service
Provided to Customers in the Missouri
Service Area of the Company
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STAFF'S REPLY TO THE RESPONSE OF THE EMPIRE DISTRICT
ELECTRIC COMPANY TO STAFF'S SCENARIOS
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Missouri Publicservice Commission

COMES NOW the Staff ("Staff') of the Missouri Public Service Commission

("Commission"), and for its Reply To The Response Of The Empire District Electric Company

("Empire") To Staff's Scenarios, respectfully states as follows :

1 .

	

On September 14, 2001, in response to the Commission's September 13, 2001

Order Directing Filing Of Scenarios, the Staff filed a pleading (Scenarios), responding to the four

scenarios set forth in that Order.

	

Each of the scenario responses incorporated the seven

assumptions specified in that Order, along with the 10.25% return on equity assumption

specified in the Commission's September 14, 2001 Order Regarding Scenarios .

2 .

	

The four scenarios for which the Commission ordered responses are as follows :

AA 1 .

	

Empire's proposal regarding the Cost of Service-Depreciation issues shall

be utilized, including Empire's proposal regarding depreciation for plant and

facilities at the State Line Power Plant .



AA2 .

	

Staff's proposal regarding the Cost of Service-Depreciation issues shall be

utilized, including Staff's proposal regarding depreciation for plant and facilities

at the State Line Power Plant.

AA3 .

	

The Commission rejects both Empire's position and the Staffs position

regarding the depreciation issues, and leaves depreciation rates at the currently

authorized levels . However, Empire's proposal for calculating depreciation for

plant and facilities at the State Line Power Plant shall be utilized .

AA4.

	

The Commission rejects both Empire's position and the Staffs position

regarding the depreciation issues, and leaves depreciation rates at the currently

authorized levels . However, Staffs proposal for calculating depreciation for plant

and facilities at the State Line Power Plant shall be utilized.

3 .

	

On September 17, 2001, The Empire District Electric Company ("Empire" or

"Company") filed its Response To Staffs Scenarios . In its pleading Empire correctly points out

that the Staff did not respond to the additional scenarios that would be created by breaking down

the values associated with two separate and distinct depreciation issues ; namely, net salvage

value and service lives . The Staff agrees with the Company that depreciation could be broken

down into two issues (i.e., net salvage and service lives) that are independent of each other . The

Staff wishes to make clear, however, that the dollars associated with reserve deficiency, called

"Revenue Deficiency Effect of Above Issues" in the Company's September 17 Response, are

linked to the service lives proposed by Empire . In other words, reserve deficiency is not, in and

of itself, a separate issue . Moreover, only a portion of the reserve deficiency is related to

existing plant, with the remainder associated with the State Line Combined Cycle plant.



4.

	

In its Response, Empire also stated that the difference in revenue requirement

between Commission-generated Scenarios A1 and A2 should be $10,596,718, which is

consistent with the True-Up Reconciliation filed by the Staff on August 31, 2001 . The (Scenario

A1 versus A2) difference calculated from the Staff's valuations, filed on September 14, is

$10,884,542, which is $287,824 higher . The Staff's calculations, using EMS runs, are based on

the specific assumptions set out by the Commission, and account for all interactions among the

issues, including the associated tax effects . The Staff therefore asserts that the correct valuations

ofthe scenarios specified by the Commission are those filed by the Staff on September 14, 2001 .

5 .

	

If the Commission desires that the Staff make additional EMS runs to calculate

the revenue requirement effect of additional scenarios, or of a breakdown of the scenarios

previously requested, the Staff will make every effort to provide those calculations on a timely

basis .
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