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REBUTTAL TESTIMONY
OF
DAVID W. ELLIOTT
THE EMPIRE DISTRICT ELECTRIC COMPANY

CASE NO. ER-2002-424

Q. Please state your name.

A. David W. Elliott.

Q. Are you the same David W. Elliott who has previoudy filed direct
testimony in this case?

A. Yes, | am.

Q. What is the purpose of your rebuttal testimony?

A. The purpose of my rebuttal testimony is to provide the Staff’s revised
production cost simulation results reflecting two changes made by the Staff following the
pre-hearing conference, to explain why those changes were made, and to address the
major difference between Staff’s production cost simulation results and the results of The
Empire District Electric Company (Empire).

Q. What are the results of the revised production cost ssmulation?

A. The results of the revised production cost smulation are shown in
Schedule 1. These results indicate that the appropriate level of annual fuel and purchased
power cost for Empireis ** HC---------- Xk

Q. What was the first change made to the production cost simulation results?
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A. An additional cost was added to the results of the simulation, which
increased the cost of the energy purchased from Western Resources. Staff determined
this cost amounted to ** HC-------- *x

Q. Why was this change made?

A. During the pre-hearing meetings with Empire, it was determined that these
additional actual costs associated with the Western Resources purchases were not initially
provided by Empire and therefore had not been accounted for in the Staff’s previous fuel
model results filed in direct testimony.

Q. What was the second change made?

A. The operating hours of Riverton units 7 and 8 were adjusted to better
match the actual operation of these units. This reduced fuel costs by ** HC-------- *x

Q. Why was this change made?

A. During the pre-hearing meetings with Empire, it was determined that the
Staff’s simulation had considerably more starts on these units than would normally occur
in the actual dispatch of Empire’s generating units. Staff reviewed the actual operation of
Riverton Units 7 and 8, and made an adjustment to the model, which allowed these units
to operate over a longer sustained period, thereby reducing the number of starts. These
are relatively low cost coal-fired units, which Empire attempts to run whenever possible.

Q. After the two changes above were completed are there any remaining

differences between the Staff’ s production cost smulation results and Empire’s results, as

filed on March 22, 2002?
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A. Y es. The remaining difference between the simulations results is primarily
related to the spot purchase power inputs. The Staff and Empire differ with respect to
both the available price and the amount of energy available to be purchased.

Q. Why does the spot purchase price make a difference?

A. If, the price of spot purchase power is sufficiently high, then the overall
fuel and purchased power cost is going to increase regardless of whether the model elects
to purchase that high priced energy, or to run high cost generating units.

Q. What is the difference between Staff’s spot purchase prices and Empire’'s
spot purchase prices?

A. The Staff’s input prices are lower than Empire’'s prices. Staff, Empire,
and the actual prices during the twelve months ending June 2002, are plotted on Schedule
2. The graph plots Empire's spot market prices (on-peak and off peak market prices),
Empire’s on-peak purchases made to replace generation forced off line (emergency unit
replacement), Staff’s spot market prices, and Empire’s actual spot purchase prices. The
Staff’s input prices more closely approximate the actual prices than those used by
Empire.

Q. Why is the amount of spot purchase energy available important?

A. Even if the price of spot purchases is low, if the amount of energy
available to purchase is low, the simulation may still need to operate high cost generation
to meet load during a particular hour.

Q. Does the Staff’s and Empire’'s models have the same amount of spot

purchase energy available?
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A. No. The Staff has more spot purchase energy available during the peak
hours of the day than Empire does. See Schedule 3.

Q. How did Staff determine the spot purchase energy available for the
model?

A. The Staff’s spot purchase energy availability is based on the maximum
hourly quantity actually purchased in each month in the twelve months ending June 30,
2002.

Q. What methodology did Empire use to develop the spot market prices and
available energy?

A. Empire witness Brad Beecher's supplemental direct testimony states,
“Empire eval uates the non-contract energy purchase market on adaily and hourly basis.”

Q. What is difference between Empire's methodology and Staff's
methodol ogy?

A. Staff has issued a data request to Empire asking for a detailed explanation
of the methodology used to develop spot purchase prices and available energy. Staff will
review the response to this data request and will determine the differences.

Q. Does this conclude your rebuttal testimony?

A. Yes, it does.
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