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REBUTTAL TESTIMONY

OF

JOHN R. MARSHALL

Case No. ER-2006-0314

1 Q : Please state your name and business address.

2 A: My name is John R. Marshall . My business address is 1201 Walnut, Kansas City,

3 Missouri 64106 .

4 Q : By whom and in what capacity are you employed?

5 A: I am employed by Kansas City Power & Light Company ("KCPL") as Senior Vice

6 President, Delivery Division .

7 Q: Are you the same John R. Marshall who pre-filed direct testimony in this case?

8 A: Yes, I am.

9 Q: What is the purpose of your testimony?

10 A: The purpose of my testimony is to discuss the recommendations made by Missouri Public

11 Service Commission ("MPSC") Staff witness William Hams regarding maintenance

12 expense and, in particular, dispute the method he used to normalize the expense .

13 Q : Please describe the method Mr. Harris recommends .

14 A: Mr. Harris recommends adjusting the 2005 test year level ofmaintenance expense to

15 represent a normalized level of maintenance based upon an historical analysis ofactual



1

	

costs . He uses a six-year average of actual maintenance expenses for years 2000 through

2

	

2005 to reflect transmission and distribution costs .

3

	

Q:

	

What adjustments are recommended by Staff witness Harris?

4

	

A:

	

Mr. Harris recommends a reduction of $1,877,784 in distribution maintenance expense

5

	

and $168,515 in transmission maintenance expense . Since the filing of his testimony;

6

	

however, Mr. Harris has removed the $168,515 transmission adjustment .

7

	

Q:

	

Please explain why you dispute these adjustments .

8

	

A:

	

I dispute Mr. Harris' adjustments for several reasons . First, his analysis does not take

9

	

into account the time value of money . After utilizing the Handy Whitman index (an

10

	

index of trends in construction costs widely utilized by public utilities), to normalize the

11

	

maintenance expenses, adjusted to 2005 dollars, KCPL argues that the normalized

12

	

adjustment should be calculated as an increase of $1,150,331 for distribution

13

	

maintenance expense and $35,815 in transmission maintenance expense . This calculation

14

	

compares the 2005 test year to the six-year average . Schedule JRM-4 attached to this

15

	

testimony provides the calculations for the revised normalized adjustments .

16

	

Additionally, due to KCPL's continued focus on managing and controlling

17

	

maintenance costs, in 2005 dollars, the 2005 test year expenses are less than the six-year

18

	

average despite absorbing increases in labor rates, materials and fuel during the six-year

19

	

period . We expect these increases to continue into 2006 and beyond, and have

20

	

experienced higher price increases in 2006 for fuel and materials (transformers, cables,

21

	

poles) than in previous years. We will also be absorbing an additional operation and

22

	

maintenance ("O&M") impact of approximately $2 million a year resulting from the

23

	

Asset Management Inventory and System Assessment Project discussed throughout my



1

	

Direct Testimony previously filed in this case. These costs were not captured in the

2

	

original Stipulation and Agreement in Case No. EO-2005-0329 or in my Direct

3

	

Testimony in this case, and will be incremental to the amounts specified in the 2005 test

4

	

year and the six-year average .

5

	

An integral part of the Stipulation and Agreement approved in Case No. EO-

6

	

2005-0329 addressed the need for continued and even increased attention by the

7

	

Company in the area of asset management. It was the parties' intention to ensure that

8

	

reliability initiatives not suffer during this period of large investments in generation . As

9

	

evidence of that intention, the Stipulation and Agreement allowed for additional capital

10

	

investments totaling $42.3 million dollars over a five-year period .

11

	

From Appendix D of the Stipulation and Agreement:

12

	

"This plan request assumes a certain level ofmaintenance expenditures
13

	

including a project to conduct a system wide condition assessment and
14

	

inventory ofthe overhead distribution system . This project is
15

	

predominately a maintenance expenditure that provides substantial return
16

	

by improving our ability to target capital renewalprograms towards
17

	

facilities that are nearing the end oflife. Our plan is to implement this
18

	

project in 2005 and complete it in 2008. " (Emphasis added).

19

	

A reduction in distribution and transmission maintenance expenses could make it

20

	

more difficult for KCPL to implement the Inventory and System Assessment Project, as

21

	

well as the other projects associated with the Asset Management Plan, discussed in my

22

	

Direct Testimony. The Plan is the structured and disciplined process to develop the

23

	

program of work for system expansion, system improvements, and maintenance (both

24

	

corrective and preventive) . It will optimize system maintenance programs, improve

25

	

system design for better long-term performance and optimize strategic capital and O&M

26

	

investments as envisioned in the Stipulation and Agreement .



1

	

Q:

	

Does that conclude your testimony?

2

	

A:

	

Yes, it does .
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In the Matter ofthe Application of Kansas City

	

)
Power & Light Company to Modify Its Tariffto

	

)

	

Case No. ER-2006-0314
Begin the Implementation of Its Regulatory Plan

	

)

STATE OF MISSOURI

	

)
ss

COUNTY OF JACKSON )

John R . Marshall, being first duly sworn on his oath, states :

1 .

	

Myname is John R. Marshall . I work in Kansas City, Missouri, and I am

employed by Kansas City Power & Light Company as Senior Vice President, Delivery Division.

2 .

	

Attached hereto and made a part hereof for all purposes is my Rebuttal Testimony

on behalf of Kansas City Power & Light Company consisting of four (4) pages, having been

prepared in written form for introduction into evidence in the above-captioned docket .

3 .

	

I have knowledge of the matters set forth therein . I hereby swear and affirm that

my answers contained in the attached testimony to the questions therein propounded, including

any attachments thereto, are true and accurate to the best of my knowledge, information and

belief.

Subscribed and sworn before me this 8`h day of Se

BEFORE THE PUBLIC SERVICE COMMISSION
OFTHE STATE OF MISSOURI

AFFIDAVIT OF JOHN R. MARSHALL

I'a,4/'?Z~~
N R. MARSHALL

tember 2006 .

---CAROL SIVILS
Notary Public -Notary Seal

STATE OF MISSOURI
`-

	

Clay County
My Commission Expires : June 15, 2007


