BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

The Office of the Public Counsel and
Midwest Energy Consumers Group,

Complainants, Case No. EC-2019-0200

)
)
)
)
)
v. )
)
KCP&L Greater Missouri Operations )
Company, )
)

Respondent. )

KCP&L GREATER MISSOURI OPERATIONS COMPANY’S
VERIFIED SUPPLEMENTAL NOTICE OF ADVERSE MARKET RESPONSE

COMES NOW, KCP&L Greater Missouri Operations Company (“GMO”)! and for its
notice of adverse market response respectfully states as follows:

1. The Commission discussed this matter in its public agenda session on October 9,
2019, at approximately 10:30 a.m. Central Daylight Time (“CDT”). At about that time, three
commissioners had indicated their intent to support an order granting the accounting authority
order requested by the Office of the Public Counsel (“OPC”) and the Midwest Energy Consumers
Group (“MECG”).

2. On October 10, 2019, GMO filed a Verified Notice of Adverse Market Response
(“Notice”) in this docket.

3. Both during the hearing of this matter, and in its recently filed Notice, GMO
advised the Commission that issuance of the AAO requested by OPC and MECG would likely

cause the investment community to question the fairness of Missouri regulation.

! Effective October 7, 2019, Evergy Missouri West, Inc. d/b/a Evergy Missouri West adopted the service territory and
tariffs of GMO. However, since this docket was initially filed using the GMO name, GMO will be used in this
document.
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4. That the investment community is now questioning the fairness of Missouri
regulation is further evidenced by events occurring subsequent to the filing of GMO’s Notice, to-
wit:

e Overnight on October 10-11, 2019, Bank of America Merrill Lynch (“BAML”)
issued the following advisory:

EVRG: Requesting delay of Sibley vote citing mkt impact
EVRG subsidiary Greater Missouri Operations (GMO) docketed a
response to Wednesday's non-binding commission vote which
indicated 3-2 support for granting the accounting authority order
(AAO) which would require EVRG to refund to customers costs
associated with the retired Sibley units, see our note downgrading
EVRG to Neutral from Buy. The filing requests that the commission
delay issuing an order in the Sibley matter and schedule additional
hearings “considering the impact of the Commission's decision
herein on perceptions of the investment community on the fairness
of Missouri regulation and continued access of investor-owned
utilities with Missouri operations to the capital markets on
reasonable terms.” The EVRG filing attributes the ~2% decline in
the company's shares following the vote
to market participants questioning of the fairness of Missouri
regulation. We continue to see the market reaction as predicated on
the expectation of a Sibley outcome in EVRG's favor, based in part
on supportive staff briefs filed in September as well as optimistic
messaging from the company. Nevertheless, today's filing bolsters
our confidence that EVRG will not pursue its contemplated
incremental (up to $850m prior to the next case filing in
mid '22) of PISA capex spend in Missouri in the near term given
that the company clearly expresses skepticism in the fairness and
reliability of the state's regulatory regime. We think investors had
largely come to expect the addition of up to $850m in capex, and the
market reaction to the Sibley vote represented a reset of those
expectations along with incorporating into estimates the financial
impact of the customer refund. We continue to see mgmt. electing
to continue its share buyback program in the interim. Reiterate
Neutral and $67 PO on ongoing regulatory uncertainty in Missouri.
(See Attachment E)

e On October 11, 2019, Moody’s Investor Services (“Moody’s”) released an Issuer

Comment, stating in part:


https://rsch.baml.com/r?q=rlBTF!Yb0FpbEoEHiUTs6w&e=dariusz.lozny%40bofa.com&h=T86kaA
https://rsch.baml.com/r?q=rlBTF!Yb0FpbEoEHiUTs6w&e=dariusz.lozny%40bofa.com&h=T86kaA

On 9 October, the Missouri Public Service Commission (MOPSC)
expressed its intention in a non-binding vote to defer operations and
maintenance (O&M) cost savings from the Sibley coal plant’s
(Sibley) early retirement in 2019 and passing along the savings to
customers. If the MOPSC final and non-binding vote remains in
favor of deferring savings, it would be credit negative for Evergy,
Inc’s (Evergy Baa2 stable) KCP&L Greater Missouri Operations
Company (GMO, Baa2 stable) because it’s an indication that the
company and its regulators are not on the same page. (See
Attachment F)

5. While Evergy’s share price has gained some of the ground it lost relative to the
overall utility sector on October 9 and 10, 2019, this does nothing to change either the Moody’s
Issuer Comment or BAML’s revised guidance — announced on October 11 and 10, 2019,
respectively — which reduced its Evergy stock purchase recommendation, from “Buy” to
“Neutral”, and also reduced Evergy’s projected share price by $4. See Attachment D, page 1, to
the Notice filed on October 10, 2019, and Attachment E, attached herewith. Unless changed
again, this revised guidance by Moody’s and BAML will continue into the future.

6. A Commission order granting the accounting authority order (“AAQ”) requested
by OPC and MECG would not only serve to reduce GMQ’s actual earnings by $30-39 million per
year according to the estimates of OPC and MECG which would reduce GMO’s return on equity
to a range of 5.69 — 6.32%,2 but would also strongly indicate that GMO’s ability to obtain return
of and return on its investment in Sibley in the future is at risk. That the Commission would
consider taking action with such extreme consequences on the basis of a plant retirement the plans
for which had been publicly announced on June 2, 20172 — more than twelve months in advance
of the June 30, 2018, conclusion of the rate case true-up period at which time that plant was fully

operational and thus qualified under long-standing Commission precedent for inclusion in rates —

2 See Ex. 24, Ives Rebuittal, p. 28.
3 See Ex. 24, Ives Rebuttal, p. 11.



represents an abrupt and retroactive about-face that would give rise to legitimate questions about
the fairness of Missouri regulation to any rational investor.

WHEREFORE, GMO respectfully requests that the Commission consider this
supplemental notice of adverse market response, announce that it is delaying the issuance of its

order herein and undertake further proceedings as described in Paragraph 7 of its original Notice.



Respectfully submitted,

lo] Robert 9. FHack

Robert J. Hack, MBN 36496

Roger W. Steiner, MBN 39586
Kansas City Power & Light Company
1200 Main Street

Kansas City, MO 64105

Phone: (816) 556-2791
rob.hack@evergy.com
roger.steiner@evergy.com

Karl Zobrist, MBN 28325
Dentons US LLP

4520 Main Street, Suite 1100
Kansas City, MO 64111
Phone: (816) 460-2400

Fax: (816) 531-7545
karl.zobrist@dentons.com

James M. Fischer, MBN 27543
Fischer & Dority, P.C.

101 Madison Street, Suite 400
Jefferson City, MO 65101
Phone: (573) 636-6758 ext. 1
Fax: (573) 636-0383
jfischerpc@aol.com

Attorneys for KCP&L Greater Missouri
Operations Company

CERTIFICATE OF SERVICE

I do hereby certify that a true and correct copy of the foregoing document has been hand-

delivered, emailed or mailed, postage prepaid, to all parties of record this 15" day of October 2019.

lo] Robert 9. FHack

Attorney for KCP&L Greater Missouri
Operations Company
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VERIFICATION

STATE OF MISSOURI )
) ss.
COUNTY OF JACKSON )

Darrin R. Ives, being first duly sworn, on his oath and in his capacity as Vice President,
Regulatory Affairs, states that he is authorized to execute on behalf of KCP&L Greater Missouri
Operations Company the foregoing document, and has knowledge of the matters stated in this
application, and that said matters are true and correct to the best of his knowledge and belief.

Darrin R. Ives

Subscribed and sworn to before me this 15™ day of October 2019.
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US Electric Utilities & IPPs
Midweek PPTS: PCG Feedback, EVRG

Response, XEL’s EVs in XEL

Industry Overview

PCG: That sinking feeling? Negotiation & Process

As PG&E investors reacted to the loss of exclusivity, the debate has shifted from simply
that of improved leverage from victims over equity towards process considerations.
Given the judges emphasis on timely exit from bankruptcy, much of the conversation has
centered on the estimation process for non-Tubbs claims. Investor debate appears
fixated on whether attempts to accelerate the process by forgoing this estimation
process in favor of the victims arrangement have driven the most substantive fears. We
also note a growing perception that financing backstop by equity to fund greater
payouts to victims remains a greater focus around claims too. Bottom line, we see on-
going concemns around risk of a greater payout, as well as other considerations in
process alluded by the judge. Critically, we still do not perceive any progress from PG&E
on any victims arrangement (and hence likely few substantive data points by the next
update this Fall). Meanwhile success in minimizing wildfires through the latest season
thru an ambitious de-energization process (albeit with some palitical push back) should
relieve concerns around further fires in the current fire season for both PG&E, but in
particular EIX. Reaction to the fires by Gov Newsom in particular (originally supportive)
are critically important given the potential for public patience to wane. We also look for
updates in coming weeks on 3Q calls on order trends from a variety of distributed solar
players as well as our peers’ coverage of GNRC (Ross Gildardi), as we see de-
energization driven rolling outages remaining quite constructive for DG solar players
(see here. We maintain our no rating on shares given the CH. 11 bankruptcy proceeding.
PG&E Corporation: Move Over: Losing Control of the Exclusivity

EVRG: Requesting delay of Sibley vote citing mkt impact
EVRG subsidiary Greater Missouri Operations (GMO) docketed a response to
Wednesday’s non-binding commission vote which indicated 3-2 support for granting the
accounting authority order (AAO) which would require EVRG to refund to customers
costs associated with the retired Sibley units, see our note downgrading EVRG to
Neutral from Buy. The filing requests that the commission delay issuing an order in the
Sibley matter and schedule additional hearings “considering the impact of the
Commission’s decision herein on perceptions of the investment community on the
fairess of Missouri regulation and continued access of investor-owned utilities with
Missouri operations to the capital markets on reasonable terms.” The EVRG filing
attributes the ~2% decline in the company’s shares following the vote to market
participants questioning of the fairness of Missouri regulation. We continue to see the
market reaction as predicated on the expectation of a Sibley outcome in EVRG'’s favor,
based in part on supportive staff briefs filed in September as well as optimistic
messaging from the company. Nevertheless, today’s filing bolsters our confidence that
EVRG will not pursue its contemplated incremental (up to $850m prior to the next case
filing in mid ‘22) of PISA capex spend in Missouri in the near term given that_the
company clearly expresses skepticism in the fairness and reliability of the state’s
regulatory regime. We think investors had largely come to expect the addition of up to
$850m in capex, and the market reaction to the Sibley vote represented a reset of those
expectations along with incorporating into estimates the financial impact of the
customer refund. We continue to see mgmt. electing to continue its share buyback
program in the interim. Reiterate Neutral and $67 PO on ongoing regulatory uncertainty
in Missouri.

Bof A Merrill Lynch does and seeks to do business with issuers covered in its research reports.
As a result, investors should be aware that the firm may have a conflict of interest that could
affect the objectivity of this report. Investors should consider this report as only a single
factor in making their investment decision.

Referto important disclosures on page 5 to 7. Analyst Certification on page 2. Price Objective
Basis/Risk on page 2. 12051468
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XEL: MN PUC keep EV pilot programs

Xcel Energy’s pilot program for installing and owning Electric Vehicle (EV) charging
infrastructure was proposed roughly a year ago and originally approved by the
Minnesota Public Utilities Commission (PUC); the pilot included 700 EV charging ports
for fleet operators & 350 ports for public/community charging. However, the program
received pushback from oil and manufacturing groups, which amounted to an August
petition to overturn the ‘unlawful’ program. We note the PUC upheld its initial approval,
pointing to unpersuasive and incorrect reasoning. We see the result positively for XEL,
but expect that in future programs beyond the initial pilot the company will again face
pushback.

Price objective basis & risk

Evergy, Inc (EVRG)

Our $67 price objective for EVRG shares is based on sum of the parts valuation,
applying an in-line utility peer 2022E P/E of 19.2x. Electric peer P/E multiple is grossed
up for ayear to 2020 by 5% to reflect capital appreciation across the sector. We further
apply a -0.5x turn discount to the Missouri jurisdiction to account for regulatory risk.

Downside risks to our price objective are adverse regulatory outcomes in rate cases,
higher interest rate environments, adverse and unexpected risks associated with
operating a nuclear facility.

Analyst Certification

I, Julien Dumoulin-Smith, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. | also
certify that no part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or view expressed in this research report.
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North American Utilities, Alternative Energy & LNG Coverage Cluster
BofA Merrill Lynch

Investment rating Company ticker Bloomberg symbol Analyst

BUY
Alliant Energy Corporation LNT LNTUS Julien Dumoulin-Smith
AltaGas YALA ALACN Julien Dumoulin-Smith
AltaGas Canada YACI ACICN Julien Dumoulin-Smith
Ameren Corporation AEE AEEUS Julien Dumoulin-Smith
American Electric Power AEP AEPUS Julien Dumoulin-Smith
Aqua America WTR WTR US Julien Dumoulin-Smith
Atlantica Yield AY AYUS Julien Dumoulin-Smith
Black Hills Corporation BKH BKHUS Julien Dumoulin-Smith
CenterPoint Energy CNP CNPUS Julien Dumoulin-Smith
Cheniere Energy Inc LNG LNGUS Julien Dumoulin-Smith
Clearw ay Energy CWENA CWEN/AUS Julien Dumoulin-Smith
Clearw ay Energy CWEN CWEN US Julien Dumoulin-Smith
CMS Energy CMS CMSUS Julien Dumoulin-Smith
Consolidated Edison ED ED US Julien Dumoulin-Smith
EmeraInc YEMA EMACN Julien Dumoulin-Smith
Entergy ETR ETRUS Julien Dumoulin-Smith
Exelon EXC EXCUS Julien Dumoulin-Smith
FirstSolar, Inc. FSLR FSLR US Julien Dumoulin-Smith
FirstEnergy FE FEUS Julien Dumoulin-Smith
Fortis YFTS FTSCN Julien Dumoulin-Smith
Fortis Inc FTS FTSUS Julien Dumoulin-Smith
NextEra Energy NEE NEE US Julien Dumoulin-Smith
NRG Energy NRG NRGUS Julien Dumoulin-Smith
OGE Energy Corp OGE OGE US Julien Dumoulin-Smith
Pinnacle West PNW PNWUS Julien Dumoulin-Smith
PNM Resources Inc. PNM PNM US Julien Dumoulin-Smith
Sunnov a Energy NOVA NOVAUS Julien Dumoulin-Smith
SunRun RUN RUN US Julien Dumoulin-Smith
Vivint Solar VSLR VSLR US Julien Dumoulin-Smith

NEUTRAL
AES AES AES US Julien Dumoulin-Smith
Dominion Energy D DUS Julien Dumoulin-Smith
Edison International EIX EIX US Julien Dumoulin-Smith
Evergy, Inc EVRG EVRGUS Julien Dumoulin-Smith
Hannon Armstrong HASI HASIUS Julien Dumoulin-Smith
NextDecade NEXT NEXT US Julien Dumoulin-Smith
NextEra Energy Partners NEP NEP US Julien Dumoulin-Smith
NiSource Inc NI NIUS Julien Dumoulin-Smith
Pattern Energy Group PEGI PEGIUS Julien Dumoulin-Smith
Portland General Electric Company POR POR US Julien Dumoulin-Smith
PPL Corporation PPL PPLUS Julien Dumoulin-Smith
Public Service Enterprise Group PEG PEGUS Julien Dumoulin-Smith
Sempra Energy SRE SREUS Julien Dumoulin-Smith
Southern Company SO SOuUS Julien Dumoulin-Smith
Tellurian Inc TELL TELLUS Julien Dumoulin-Smith
Vistra Energy VST VST US Julien Dumoulin-Smith

UNDERPERFORM
American Water Works AWK AWK US Julien Dumoulin-Smith
Avangrid AGR AGR US Julien Dumoulin-Smith
Avista AVA AVAUS Richard Ciciarelli, CFA
Bloom Energy BE BEUS Julien Dumoulin-Smith
DTE Energy DTE DTEUS Julien Dumoulin-Smith
Duke Energy DUK DUKUS Julien Dumoulin-Smith
Eversource Energy ES ESUS Julien Dumoulin-Smith
Haw aiian Electric Industries HE HE US Julien Dumoulin-Smith
|dacorp IDA IDA US Julien Dumoulin-Smith
NorthWestern Corporation NWE NWE US Julien Dumoulin-Smith
SunPow er Corp. SPWR SPWR US Julien Dumoulin-Smith
Terraform Pow er TERP TERPUS Julien Dumoulin-Smith
Unitil Corporation UTL UTLUS Julien Dumoulin-Smith
WEC Energy Group Inc WEC WEC US Julien Dumoulin-Smith
Xcel Energy Inc XEL XELUS Julien Dumoulin-Smith
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North American Utilities, Alternative Energy & LNG Coverage Cluster
BofA Merrill Lynch

Investment rating Company ticker Bloomberg symbol Analyst
Algonquin Pow er & Utilites Corp AQN AQN US Julien Dumoulin-Smith
Algonquin Pow er & Utilities Corp YAQN AQN CN Julien Dumoulin-Smith
El Paso Electric Company EE EEUS Julien Dumoulin-Smith

Disclosures
Important Disclosures

EVRG Price Chart
5-Jun N 10-Jan 29-Mar 25-Sep
Dumoulin-Smith PO:US$58 PO:US$66 PO:US$71
PO:US$55
20-44 2-Jah 22 Apr OfOctN
70 PQ:U$$57 RQ:U$459 | PQ:US$63 PQ:US$67
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. mwwﬁmmwwvmmmmwwﬁ “Usse6
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40 PQ:US$59 HQ:Us$60 PQ:US$67
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0 1-Jan-17 1-Jan-18 1-Jan-19
EVRG (USD)

B: Buy, N: Neutral, U: Underperform, PO: Price Objective, NA: No longer valid, NR: No Rating

The Investment Opinion System is contained at the end of the report under the heading "Fundamental Equity Opinion Key". Dark grey shading indicates the security is restricted with the opinion suspended. Medium grey
shading indicates the security is under review with the opinion withdrawn. Light grey shading indicates the security is not covered. Chart is current as of September 30, 2019 or such later date as indicated.

Equity Investment Rating Distribution: Utilities Group (as of 30 Sep 2019)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 67 47.86% Buy 51 76.12%
Hold 36 25.711% Hold 24 66.67%
Sell 37 26.43% Sell 26 70.27%
Equity Investment Rating Distribution: Global Group (as of 30 Sep2019)

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent
Buy 1517 50.30% Buy 964 63.55%
Hold 680 22.55% Hold 434 63.82%
Sell 819 27.16% Sell 408 49.82%

* Issuers that were investment banking clients of BofA Merrill Lynch or one of its affiliates within the past 12 months. For purposes of this Investment Rating Distribution, the coverage universe includes only stocks. A
stock rated Neutral is induded asa Hold, and a stock rated Underperform is included as a Sell.

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK RATINGS, indicators of potential
price fluctuation, are: A - Low, B - Medium and C - High. INVESTMENT RATINGS reflect the analyst’s assessment of a stock’s: (i) absolute total return potential and (ii)
attractiveness for investmentrelative to other stocks within its Coverage Cluster (defined below). There are threeinvestmentratings: 1 - Buy stocks are expected to have a total
return of at least 10% and are the most attractive stocks in the coverage cluster; 2 - Neutral stocks are expected to remain flat or increase in value and are less attractive than
Buy rated stocks and 3 - Underperform stocks are the least attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12
month total return expectation for a stock and the firm’s guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be
referenced to better understand the total return expectation at any given time. The price objective reflects the analyst’s view of the potential price appreciation (depreciation).

Investment rating Total return expectation (within 12-month period of date of initial rating) Ratings dispersion guidelines for coverage cluster*
Buy =>10% <70%
Neutral 2 0% < 30%
Underperform N/A = 20%

* Ratings dispersions may vary from time to time where BofA Merrill Lynch Research believes it better reflects the investment prospects of stocks ina Coverage Cluster.

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - same/lower (dividend not considered to be secure) and 9 - pays
no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing acommon industry, sector, region or other classification(s). A stock's
coverage cluster is included in the most recent BofA Merrill Lynch report referencing the stock.

Price charts for the securities referenced in this research report are available at https://pricecharts.baml.com, or call 1-800-MERRILL to have them mailed.
BofAS orone of its affiliates acts as a market maker for the equity securities recommended in the report: Evergy.

BofAS oran affiliate was a manager of a public offering of securities of this issuer within the last 12 months: Evergy.

The issuer is or was, within the last 12 months, an investment banking client of BofAS and/or one or more of its affiliates: Evergy.

BofAS oran affiliate has received compensation from the issuer for non-investment banking services or products within the past 12 months: Evergy.
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The issuer is or was, within the last 12 months, a non-securities business client of BofAS and/or one or more of its affiliates: Evergy.

BofAS oran affiliate has received compensation for investment banking services from this issuer within the past 12 months: Evergy.

BofAS oran affiliate expects to receive or intends to seek compensation for investment banking services from this issuer or an affiliate of the issuer within the next three months: Evergy.
BofAS orone of its affiliates is willing to sell to, or buy from, clients the common equity of the issuer on a principal basis: Evergy.

The issuer is or was, within the last 12 months, a securities business client (non-investment banking) of BofAS and/or one or more of its ffiliates: Evergy.

BofA Merrill Lynch Research Personnel (including the analyst(s) responsible for this report) receive compensation based upon, among other factors, the overall profitability of Bank of America
Corporation, including profits derived from investment banking. The analyst(s) responsible for this report may also receive compensation based upon, among other factors, the overall
profitability of the Bank's sales and trading businesses relating to the class of securities or financial instruments for which such analyst is responsible.

Other Important Disclosures

From time to time research analysts conduct site visits of covered issuers. BofA Merrill Lynch policies prohibit research analysts from accepting payment or reimbursement for travel expenses
from the issuer for such visits.

Prices are indicative and for information purposes only. Exceptas otherwise stated in the report, for the purpose of any recommendation in relation to: (i) an equity security, the price
referenced is the publicly traded price of the security as of close of business on the day prior to the date of the report or, if the report is published during intraday trading, the price referenced is
indicative of the traded price as of the date and time of the report; or (ii) a debt security (including equity preferred and CDS), prices are indicative as of the date and time of the reportand are
from various sources including Bank of America Merrill Lynch trading desks.

The date and time of completion of the production of any recommendation in this report shall be the date and time of dissemination of this report as recorded in the report timestamp.

Recipients who are not institutional investors or market professionals should seek the advice of their independent financial advisor before considering information in this report in connection
with any investment decision, or for a necessary explanation of its contents.

Officers of BofAS or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related investments.

BofA Merrill Lynch Global Research policies relating to conflicts of interestare described at https:/rsch.baml.com/coi

"BofA Merrill Lynch" includes BofA Securities, Inc. ("BofAS"), Merrill Lynch, Pierce, Fenner & Smith Incorporated ("MLPF&S") and its affiliates. Investors should contact their BofA
Merrill Lynch representative or Merrill Lynch Global Wealth Management financial advisor if they have questions concerning this report or concerning the appropriateness of any
investmentidea described herein for such investor. "BofA Merrill Lynch" and "Merrill Lynch" are each global brands for BofA Merrill Lynch Global Research.

Information relating to Non-US affiliates of BofA Merrill Lynch and Distribution of Affiliate Research Reports:

BofAS and/or MLPF&S or may in the future distribute, information of the following non-US affiliates in the US (short name: legal name, regulator): Merrill Lynch (South Africa): Merrill Lynch
South Africa (Pty) Ltd., regulated by The Financial Service Board; MLI (UK): Merrill Lynch International, regulated by the Financial Conduct Authority (FCA) and the Prudential Regulation Authority
(PRA); BofASE (France): BofA Securities Europe SA is authorized by the Autorité de Contrble Prudentiel et de Résolution (ACPR) and regulated by the ACPR and the Autorité des Marchés
Financiers (AMF); BAMLI DAC (Milan): Bank of America Merrill Lynch International DAC, Milan Branch, regulated by the Bank of Italy, the European Central Bank (ECB) and the Central Bank of
Ireland (CBI); Merrill Lynch (Australia): Merrill Lynch Equities (Australia) Limited, regulated by the Australian Securities and Investments Commission; Merrill Lynch (Hong Kong): Merrill Lynch
(Asia Pacific) Limited, regulated by the Hong Kong Securities and Futures Commission (HKSFC); Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd, regulated by the Monetary Authority
of Singapore (MAS); Merrill Lynch (Canada): Merrill Lynch Canada Inc, regulated by the Investment Industry Regulatory Organization of Canada; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA
de CV, Casa de Bolsa, regulated by the Comision Nacional Bancaria y de Valores; Merrill Lynch (Argentina): Merrill Lynch Argentina SA, regulated by Comisién Nacional de Valores; Merrill Lynch
(Japan): Merrill Lynch Japan Securities Co., Ltd., regulated by the Financial Services Agency; Merrill Lynch (Seoul): Merrill Lynch International, LLC Seoul Branch, regulated by the Financial
Supervisory Service; Merrill Lynch (Taiwan): Merrill Lynch Securities (Taiwan) Ltd., regulated by the Securities and Futures Bureau; DSP Merrill Lynch (India): DSP Merrill Lynch Limited, regulated
by the Securities and Exchange Board of India; Merrill Lynch (Indonesia): PT Merrill Lynch Sekuritas Indonesia, regulated by Otoritas Jasa Keuangan (OJK); Merrill Lynch (Israel): Merrill Lynch Israel
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ISSUER COMMENT KCP&L Greater Missouri Operations
11 October 2019
Company

Regulator's indicative vote on Sibley coal plant is credit
negative for KCP&L Greater Missouri Operations

RATINGS

Eg;ﬁ;geate’ Missouri Operations On 9 October, the Missouri Public Service Commission (MOPSC) expressed its intention in a

LT Issuer Rating - non-binding vote to defer operations and maintenance (O&M) cost savings from the Sibley

Outlook Stable coal plant's (Sibley) early retirement in 2018 and passing along the savings to customers. If
the MOPSC final and binding vote remains in favor of deferring savings, it would be credit

Source: Moodys Investors Service negative for Evergy, Inc.'s (Evergy Baa2 stable) KCP&L Greater Missouri Operations Company
(GMO, Baa? stable) because its an indication that the company and its regulators are not on
the same page.

Analyst Contacts Although GMO has been able to retain O&M savings since Sibley's retirement, the Missouri

. Office of Public Counsel and the Midwest Energy Consumers Group filed a complaint

VP-Senior Analyst to instead return the savings to customers. The company's ability to retain savings was
robert.petrosino@moodys.com determined in the last general rate case, which was in October 2018.
Michael G. Haggarty 12125537172 The MOPSC's non-binding 3-2 vote in favor of deferred savings is contrary to the MOPSC
Associate Managing Director . . > .
michael. haggarty@moodys.com staff's recommendation and the state's overall regulatory environment, which has been
Jim Hempstead 11212553 4318 trend|ng.p05|t|\(ely. For example, t.he passage of Missouri Senate BlFl 564 alloweq for the use
MD-Utilities of plant in service accounting, which reduces regulatory lag. We think faster capital recovery
james.hempstead@moodys.com mechanisms helps attract capital to invest in the state's electric grid.
CLIENT SERVICES A vote for deferral may result in the company throttling back on incremental capital that was
Americas 1212.553.1653 Pemg planned.to invest in Missouri. Evergy pre‘V|ously. decided to reallo;ate $150 mllllon.of
its current capital expenditure plan to Missouri from its Kansas companies with a potential
Asia Pacific 852-3551-3077 . . . . . s . . .
increase in its Missouri long-term capital plan. Shifting capital plans like this could create a
Japan 81-3-5408-4100  more contentious regulatory environment, a credit negative.
EMEA 44-20-7772-5454

The complainants are requesting the MOPSC create an accounting order for what they
estimate are $27 million of O&M savings related to Sibley's shutdown and returning the
savings to customers in the next general rate case. We expect there will be a proceeding to
debate the estimated O&M savings with Evergy arguing the savings are significantly less.
Evergy may file an appeal of the eventual order.

GMO concluded a black box rate case settlement in October 2018, which included $10
million of depreciation on Sibley being deferred as a regulatory liability. Although the
settlement specifically stated Sibley O&M costs were included, it made no mention as to the
specific amount. Any regulatory liability created from the order would be incorporated into
GMO's next general rate case, which the company planned to file in early 2022 for rates to
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be effective in early December 2022. However, it is possible that case could be filed up to a year sooner if this accounting order is
issued.

Evergy has argued the shutdown of Sibley was not an extraordinary event and that it was identified for closure in its 2017 Integrated
Resource Plan. Importantly, we believe this could disincentivize future coal retirements in the state, which is negative for carbon
transition because Missouri produces a significant amount of its electricity from coal.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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