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DIRECT TESTIMONY 

OF 

DARRIN R. IVES  

Case No. EF-2022-0155 

I. INTRODUCTION

Q: Please state your name and business address. 1 

A: My name is Darrin R. Ives.  My business address is 1200 Main Street, Kansas City, 2 

Missouri 64105. 3 

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

A: I am employed by Evergy Metro, Inc. and serve as Vice President – Regulatory Affairs for 5 

Evergy Metro, Inc. d/b/a Evergy Kansas Metro (“Evergy Kansas Metro”), Evergy Kansas 6 

Central, Inc. and Evergy South, Inc., collectively d/b/a as Evergy Kansas Central (“Evergy 7 

Kansas Central”), Evergy Metro, Inc. d/b/a as Evergy Missouri Metro (“Evergy Missouri 8 

Metro”), and Evergy Missouri West, Inc. d/b/a Evergy Missouri West (“Evergy Missouri 9 

West”). They are the operating utilities of Evergy, Inc. (“Evergy”). 10 

Q: On whose behalf are you testifying? 11 

A: I am testifying on behalf of Evergy Missouri West, Inc. (“Evergy Missouri West,” 12 

“Company” or “EMW”) in support of the approval of the Company’s Application for a 13 

Financing Order authorizing the financing of Qualified Extraordinary Costs through an 14 

issuance of Securitized Utility Tariff Bonds (“Securitization Bonds”).1 15 

1  Capitalized terms such as Financing Order, Qualified Extraordinary Costs, and Securitized Utility Tariff Bonds 
are defined in Section 393.1700.1, Mo. Rev. Stat. (2016), as amended. 
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Q: What are your responsibilities? 1 

A: I serve as Vice President of Regulatory Affairs for Evergy.  My responsibilities include 2 

oversight of the Company’s Regulatory Affairs Department, as well as all aspects of 3 

regulatory activities including federal and state regulatory policy, cost of service, rate 4 

design, revenue requirements, regulatory reporting, and tariff administration. 5 

Q: Please describe your education, experience and employment history. 6 

A:  I graduated from Kansas State University in 1992 with a Bachelor of Science in Business 7 

Administration with majors in Accounting and Marketing. I received my Master of 8 

Business Administration degree from the University of Missouri-Kansas City in 2001. I 9 

am a Certified Public Accountant. From 1992 to 1996, I performed audit services for the 10 

public accounting firm Coopers & Lybrand L.L.P. I was first employed by Kansas City 11 

Power & Light Company in 1996 and held positions of progressive responsibility in 12 

Accounting Services and was named Assistant Controller in 2007. I served as Assistant 13 

Controller until I was named Senior Director – Regulatory Affairs in April 2011. I have 14 

held my current position as Vice President – Regulatory Affairs since August 2013. 15 

Q: Have you previously testified in a proceeding at the Missouri Public Service 16 

Commission (“Commission” or “PSC”) or before any other utility regulatory agency? 17 

A: Yes, I have testified before the Commission and the Kansas Corporation Commission 18 

(“KCC”). I have also provided written testimony to the Federal Energy Regulatory 19 

Commission (“FERC”) and testified before Missouri and Kansas legislative committees. 20 

Q: What is the purpose of your testimony? 21 

A: The purpose of my testimony is to support Evergy Missouri West’s petition that the 22 

Commission issue a Financing Order that will allow the Company to finance, via securitization, 23 
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Qualified Extraordinary Costs that it incurred on behalf of its customers arising from Winter 1 

Storm Uri in February 2021.  Specifically, I will: 2 

(i) provide an overview of the extraordinary storm and the resulting costs for which3 

EMW is seeking cost recovery through the issuance of Securitization Bonds; 4 

(ii) explain how the Company’s proposed securitization benefits its customers and5 

meets the requirements of Section 393.1700,2 a key provision in a trio of statutes enacted in 6 

2021 that the Company refers to as the “Securitization Law,” and that, among other things, 7 

defines the conditions under which electrical corporations can finance Qualified Extraordinary 8 

Costs using securitization; 9 

(iii) summarize the direct testimony provided by other witnesses in support of the10 

Petition for Financing Order (“Petition”) requesting approval of the Securitization Bonds; 11 

(iv) summarize the Company’s current estimates of the costs that will be financed12 

using securitization and describe how those estimates will be updated prior to the issuance 13 

of the Securitization Bonds; and  14 

(v) provide a general description of the activities the Company expects will take15 

place in the time between the Commission’s issuance of its Financing Order and the 16 

issuance of the Securitization Bonds pursuant to that order.   17 

Q: Please identify EMW’s other witnesses and describe the purpose of their testimony. 18 

A: The following witnesses have submitted direct testimony on behalf of EMW, addressing 19 

the subjects noted below:  20 

2   All statutory citations are to the Missouri Revised Statues (2016), as amended. 
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• Jason Humphrey, Senior Director of Renewables & Assistant Treasurer – Mr. Humphrey1 

provides (i) an estimate of Financing Costs, both up-front and ongoing, and (ii) an overview2 

of the Special Purpose Entity formation.3 

• Ron Klote, Senior Director of Regulatory Affairs – Mr. Klote (i) identifies and estimates4 

the revenue requirement necessary to finance the Winter Storm Uri costs through the5 

issuance of the Securitization Bonds and to recover such costs through a Securitized Utility6 

Tariff Charge (“Charge” or “Charges”); (ii) provides a benefit comparison between the net7 

present value of the costs to customers that are estimated to result from the issuance of8 

Securitization Bonds and the costs that would result from the application of customary9 

methods of financing; (iii) describes adjustments that have been made to the amount of10 

Winter Storm Uri Qualified Extraordinary Costs since the occurrence of the storm in11 

February 2021 and proposes a future ratemaking process under 393.1700.2(2)(f) to12 

reconcile any differences between Qualified Extraordinary Costs (which are included in13 

the definition of Securitized Utility Tariff Costs under section 393.1700.1(17)) included in14 

the Securitization Bonds and final Qualified Extraordinary costs incurred by the Company;15 

(iv) discusses the proposed true-up processes associated with the collection of payments16 

for Securitization Bonds; and (v) describes ratemaking mechanisms the Company proposes 17 

including 1) a reconciliation process for differences in actual up-front financing costs and 18 

up-front financing costs included in the Securitization Bonds, 2) providing a return to the 19 

Company at its weighted average cost of capital on amounts it advances to the SPE to fund 20 

reserves, if any, or capital accounts in connection with the Securitization Bonds, and 3) 21 

addresses the impact of deferred taxes associated with the Qualified Extraordinary Costs 22 

associated with Winter Storm Uri.   23 
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• Brad Lutz, Director of Regulatory Affairs – Mr. Lutz (i) describes the changes to the1 

Company’s retail electric rate schedules needed to effectuate a Commission Financing2 

Order granted in this proceeding; (ii) quantifies the effect of these proposed changes on3 

Evergy Missouri West’s retail electric customers; (iii) discusses how the Company4 

proposes to implement the Charges in connection with Winter Storm Uri, as quantified in5 

Mr. Klote’s direct testimony, including how the Charges will be allocated among the retail6 

customer classes of EMW; and (iv) presents the proposed form of tariff sheets.7 

• Matt Gummig, Senior Manager of External Reporting – Mr. Gummig describes the8 

accounting entries to be made under a Financing Order issued by the Commission and the9 

Securitization Bonds issued to finance the Qualified Extraordinary Costs incurred in10 

connection with Winter Storm Uri.11 

• Steffen Lunde, a Director in the Global ABS Financing and Securitization group with12 

Citigroup Global Markets Inc. – Mr. Lunde (i) provides an overview of the utility13 

securitization market; (ii) describes EMW’s proposed transactions; (iii) explains the billing14 

and collection of the Charges by EMW and the remittance of those Charges as payments15 

to the holders of the Securitization Bonds; (iv) discusses key elements of the Financing16 

Order; (v) describes the rating agency process for the Securitization Bonds; (vi) describes17 

the marketing process for the Securitization Bonds; and (vii) explains the Issuance Advice18 

Letter process required by Section 393.1700.2(3)(h).19 

• John Bridson, Vice President of Generation – Mr. Bridson (i) describes  Evergy Missouri20 

West’s generation fleet and its approach to fuel and purchased power procurement; (ii)21 

discusses EMW’s preparations for Winter Storm Uri; (iii) describes EMW’s operations22 

during Winter Storm Uri and (iv) explains that the Company’s conduct throughout this23 
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period was consistent with recognized industry standards and good utility practices, and 1 

that the costs that EMW seeks to finance through the Securitization Bonds were prudently 2 

and reasonably incurred as a result of the extreme and anomalous conditions of Winter 3 

Storm Uri. 4 

I. BACKGROUND AND OVERVIEW OF EXTRAORDINARY STORM EVENT5 

Q: Please provide an overview of Winter Storm Uri. 6 

A: As a result of an outbreak of cold air that migrated in early February 2021 from the North 7 

Pole to southern Canada and the north central United States, cold temperatures, wind chills 8 

and snow began to arrive in North Dakota, traveling through Missouri and other 9 

Midwestern states, ultimately hitting Texas and portions of the Gulf Coast.3  According to 10 

the National Oceanic and Atmosphere Administration (“NOAA”), this cold-air outbreak 11 

across the central United States from February 10 through 19 now known as Winter Storm 12 

Uri brought frigid temperatures, snow and ice to the northern Plains down to southern 13 

Texas.  “It was the coldest event across the CONUS [contiguous United States] in more 14 

than 30 years and caused power outages for nearly 10 million people.”4  This Commission 15 

observed: “Much of the Midwest, including Missouri, experienced unreasonably cold 16 

temperatures in February 2021.  Such temperatures resulted in rolling electrical blackouts 17 

and extreme natural gas price spikes in Missouri.”5 18 

3  See “February 2021 Weather and its Impacts on Missouri” at 1, Missouri Climate Center, Univ. of Mo. (P. Guinan, 
State Climatologist) (Mar. 2021).  http://climate.missouri.edu (hereafter “Missouri Climate Center February 2021 
Report”), attached as Schedule DRI-1.   
4  See NOAA Report, “Selected Significant Climate Anomalies and Events for  February and Winter 2021” at 1, 
attached as Schedule DRI-2.  See also “Assessing the U.S. Climate in February 2021” at 1-3 (“NOAA February 2021 
Report”), https://www.ncei.noaa.gov/news/national-climate-202102.   
5  Order Directing Staff to Investigate and Submit Report at 1, In re Cause of the Feb. 2021 Cold Weather Event,  No. 
AO-2021-0264 (Feb. 24, 2021). 

http://climate.missouri.edu/
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Q: How did preparations for Winter Storm Uri occur on a regional basis? 1 

A: Southwest Power Pool, Inc. (“SPP”) declared a period of conservative operations for its 2 

14-state balancing authority at midnight on February 9, 2021.6  EMW is a member of SPP,3 

a regional transmission organization (“RTO”) mandated by FERC to ensure the reliable 4 

supply of power, as well as adequate transmission infrastructure and competitive wholesale 5 

electricity prices.  As weather conditions worsened on February 14, SPP declared an 6 

Energy Emergency Alert (“EEA”) Level 1 effective at 5:00 a.m. on Monday, February 15.7  7 

The EEA 1 indicated that SPP foresaw or was expecting conditions where all available 8 

resources were scheduled to meet firm load obligations and that it might not be able to 9 

sustain its required contingency reserves.     10 

As Winter Storm Uri’s persistent and extreme cold weather continued, SPP 11 

declared an EEA Level 2 at 7:22 a.m. on February 15.  This meant that SPP was no longer 12 

able to provide its expected energy requirements, although it was able to maintain 13 

minimum contingency reserve requirements.  Therefore, SPP directed its members to issue 14 

public conservation appeals.8 15 

Q: Had EMW already made such conservations appeals? 16 

A: Yes.  EMW and its affiliated Evergy public utilities asked their customers on February 14 17 

(Sunday) to conserve electricity through February 17 (Wednesday) in response to SPP’s 18 

earlier requests to conserve electricity use.9 19 

6 SPP News Release (Feb. 14, 2021), attached as Schedule DRI-3. 
7 Id. 
8 “SPP issues new energy emergency alert due to extreme cold,” SPP News Release (Feb. 15, 2021), attached as 
Schedule DRI-4. 
9 “Evergy Asks Customers to Conserve Electricity – Record-setting cold temperatures across the Midwest have 
potential to impact power supply,” Evergy Media Release (Feb. 14, 2021), attached as Schedule DRI-5. 
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Q: What happened on February 15, 2021? 1 

A: Less than three hours after its EEA 2 announcement on February 15, SPP declared at 10:08 2 

a.m. an EEA Level 3, signaling that its operating reserves fell below the required3 

minimum.10  A short time later the SPP system reached a peak electricity usage of 43,661 4 

MW.  After committing all of its reserves and exhausting other avenues, including 5 

importing power from other regions, available generation in SPP fell about 641 MW short 6 

of demand just after Noon.  As a result, SPP directed its members to implement controlled 7 

interruptions of service to curtail electricity use by 641 MW.11   8 

Evergy Missouri West received SPP’s operating instructions to shed load at 12:04 9 

p.m. on February 15 and began to interrupt service to customers.  At 2:00 p.m. on February10 

15, SPP was able to restore load to its balancing authority area because it had regained 11 

sufficient generation to meet demand throughout its footprint, as well as to meet its 12 

minimum reserve requirements.  It warned that its forecasts anticipated high load and 13 

persistent cold weather, advising that it was “likely its system will fluctuate between EEA 14 

Levels 2 and 3 over the next 48 hours” and that it “may have to direct further interruptions 15 

of service if available generation is inadequate to meet high demand.”12   16 

Q: Was load interrupted in EMW’s service territory on February 16, 2021? 17 

A: Yes.  In the early morning of February 16, SPP declared an EEA Level 3 for the entire 14-18 

state balancing authority area because system-wide generating capacity had dropped below 19 

its “current load of approximately 42 gigawatts (GW) due to extremely low temperatures 20 

10 “SPP elevates Energy Emergency Alert to Level 3 as grid conditions tighten further,” SPP News Release (Feb. 15, 
2021), attached as Schedule DRI-6. 
11 “SPP restores load, anticipates that regional grid conditions will continue to evolve,” SPP News Release (Feb. 15, 
2021), attached as Schedule DRI-7.. 
12 Id.   
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and inadequate supplies of gas.”  SPP stated that it would again work with its members “to 1 

implement controlled interruptions of electric service throughout” its region “as a last 2 

resort to preserve reliability of the electric system as a whole.”  It anticipated a morning 3 

peak above 44.6 GW at 9:00 a.m.13  EMW received SPP’s operating instructions to shed 4 

load at 6:44 a.m. and at 7:15 a.m. on February 16, and interrupted service to customers 5 

accordingly.  Later in the morning of February 16, SPP ended the EEA Level 3 and restored 6 

the previous EEA Level 2.   7 

Q: How did operations proceed thereafter? 8 

A: As conditions improved, SPP ended the EEA Level 2 to EEA Level 1 at 10:59 a.m. on 9 

February 17.  This indicated that all of SPP’s available resources had been committed to 10 

meet obligations, but that it was not at risk of failing to meet its required operating reserves. 11 

Conditions continued to improve on February 18 with SPP ending the EEA Level 1 at 9:30 12 

a.m. while maintaining conservative operations due to continuing high loads and other13 

effects of Winter Storm Uri.  In announcing the end of emergency alerts, SPP stated that it 14 

had ordered two interruptions of service: (a) one for approximately 50 minutes on the 15 

morning of February 15 and (b) the other for a little more than three hours on the morning 16 

of February 16.14 17 

Except for these two SPP-directed load shedding events, EMW continuously served 18 

its customers during Winter Storm Uri and the month of February.  A report prepared 19 

jointly by SPP management and SPP members working together in review teams found 20 

that Winter Storm Uri “was historic in nature, requiring SPP to take steps to preserve the 21 

13 “Grid Conditions Update (Feb. 16, 2021 6:46 a.m.): EEA3 declared effective immediately,” SPP News Release 
(Feb. 16, 2021), attached as Schedule DRI-8. 
14   “SPP ends Energy Emergency Alert, remains in conservative operations,” SPP News Release (Feb. 18, 2021), 
attached as Schedule DRI-9. 
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reliability of the regional power grid that it has not previously taken in its 80-year 1 

history.”15 2 

Q: What observations has Commission Staff made regarding whether Winter Storm Uri 3 

had an extraordinary, unique or unusual effect on the electric utilities operating in 4 

Missouri and in this part of the Midwest? 5 

A: Staff advised the Commission that the “extreme cold temperatures, extended period of 6 

those temperatures, and precipitation contributed to what some have described as an ‘85 7 

year event.’”16  Generator outages occurred across “all types of electrical generators, not 8 

just renewables” and “[g]as supplies appear to have been most impacted due to weather 9 

impacts and competition for heating fuels ….”17  As a result, there was an “extensive 10 

increase in daily February market prices,” with the price of gas on the Southern Star Central 11 

interstate gas pipeline rising from a usual FOM (“First of Month”) baseload purchase price 12 

of $2.520/MMBtu to $44.780 on February 12; $329.595 on February 13-16; $622.785 on 13 

February 17; declining to $44.530 on February 18.18 14 

Staff stated that “it is rare for the daily market price to exceed $10.00/MMBtu” and 15 

that the “escalation in price … for February 12th through February 18th is, to Staff’s 16 

knowledge, without precedent for interstate pipelines serving Missouri.”19  17 

This resulted in “25,000 MW of SPP controlled gas-fired resources being 18 

unavailable.”20  This affected Evergy Missouri West’s Greenwood and Lake Road units 19 

which experienced “restricted natural gas supply on the Southern Star Central Gas 20 

15 Comprehensive Review of Southwest Power Pool’s Response to the February 2021 Winter Storm: Analysis and 
Recommendations at 24 (July 19, 2021), spp.org/documents/65037/comprehensive-review.pdf.   
16  See Staff Report at 3. 
17  Id. at 59.  
18  Id. at 59-60. 
19  Id. at 61.  
20  Id. at 59. 
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Pipeline.”21  Staff reported that “for the first time in SPP history … it had to move to EEA 1 

2 or EEA 3 status,” resulting in “service interruptions that were shared on a proportional 2 

basis among all SPP transmission owning utilities, including Evergy ….”22 3 

Q: What did the SPP Market Monitoring Unit state in its Winter Quarter 2021 report? 4 

A: The SPP Market Monitoring Unit (“Market Monitor”) issued its State of the Market Report 5 

for Winter 2021 in early April, concluding that energy imports during February played a 6 

significant role in meeting load, with a net of nearly $52 million in market-to-market 7 

payments being paid by SPP to the Midcontinent Independent System Operator 8 

(“MISO”).23  “This is the highest amount of monthly market-to-market payments since the 9 

start of the [SPP] market-to-market process, and can be mostly attributed to congestion 10 

because of high levels of imports due to the winter weather event.”24 The report stated that 11 

the National Weather Service found Winter Storm Uri “[c]omparable to the historical cold 12 

snaps of 1899 & 1905.25  13 

Q: What was the storm’s effect on electricity prices? 14 

A: The Market Monitor found that Winter Storm Uri had a major impact on prices during 15 

February, as spot natural gas prices at some trading hubs exceeded $1,000/MMBtu.  The 16 

average gas price at the eight hubs used most frequently by SPP generators ranged from 17 

$129.78/MMBtu (ONG at Tulsa) to $5.35/MMBtu (Henry Hub), with the Panhandle 18 

Eastern hub at $21.91/MMBtu.26  These high gas costs were reflected in SPP’s day-ahead 19 

electricity prices which reached a peak of $4,393/MWh early on February 18, while real-20 

21  Id. at 68 (citing Evergy Response to Staff Data Request). 
22  Id. at 3, 59.  
23  SPP Market Monitoring Unit, State of the Market: Winter 2021 at 1, 68 (Apr. 6, 2021), 
spp.org/documents/64410/spp_mmu_qsom_winter_2021.pdf.     
24  Id. at 1, 13. 
25  Id. at 60. 
26  Id. at 3, 31. 
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time prices reached a peak of $4,029/MWh early on February 16.27  The day-ahead and 1 

real-time prices during Winter Storm Uri represented by far the highest prices ever seen 2 

over a multi-day period in SPP’s history. 3 

The SPP Market Monitor noted the significant increase in both day-ahead and real-4 

time make-whole payments made to market participants when the costs of a committed 5 

resource exceeded its revenues.  The State of the Market Report advised that such payments 6 

are subject to changes as actual gas costs and other factors are reviewed which could adjust 7 

figures in the initial S7 settlement statement and present different figures on subsequent 8 

S53 and S120 statements.28  The Market Monitor stated that day-ahead make-whole 9 

payments were “just under $1 billion” during the winter event, while real-time make-whole 10 

payments “totaled just over $190 million.”29   11 

Q: What did U.S. and Missouri weather officials report regarding Winter Storm Uri? 12 

A: NOAA reported that February 2021 ranked among the ten coldest months of February on 13 

record for Missouri, as well as Kansas, Iowa, Nebraska, Oklahoma, and Arkansas.  Based 14 

on preliminary data, it stated that 62 all-time daily cold minimum temperature records were 15 

broken during February 11-16 and 69 all-time daily cold maximum temperature records on 16 

February 15-16.30  In the Kansas City metropolitan area, the Johnson County Industrial 17 

Airport in Olathe, Kansas reported a record coldest minimum temperature of -15℉.  18 

Record-breaking coldest maximum temperatures were reported in Missouri in Albany (-19 

27  Id. at 72. 
28  Id. at 74-76. 
29  Id. at 75-76. 
30  NOAA February 2021 Report at 2. 
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3℉), Nevada (0℉), and St. Joseph (-2℉),31 which are located in counties served by Evergy 1 

Missouri West.   2 

The Missouri Climate Center at the University of Missouri College of Agriculture 3 

reported that temperatures for the period February 6-19, 2021, “averaged more than 20 4 

degrees below normal,” with preliminary data indicating “it was the coldest 2-week period 5 

to impact Missouri in over 30 years.”32  Two locations in Atchison and Clay Counties ‒ 6 

counties that Evergy Missouri West serves ‒ reported morning low temperatures of -26℉ 7 

on the morning of February 16.33 8 

Q: Based upon the foregoing as well as your knowledge of the Commission’s view of 9 

“extraordinary events,” as described in past Commission Accounting Authority 10 

Orders, do the costs incurred by Evergy Missouri West in connection with Winter 11 

Storm Uri constitute Qualified Extraordinary Costs under Section 393.1700.1(13)? 12 

A: Yes.  Winter Storm Uri was clearly an anomalous weather event that resulted in significant 13 

fuel and purchased power costs for Evergy Missouri West, and the recovery of such costs 14 

through customary ratemaking, as described and quantified by Mr. Klote in his direct 15 

testimony, would cause extreme customer rate impacts.  I am not an attorney, but I was 16 

deeply involved in the development and passage of Missouri’s Securitization Law.  Based 17 

on that experience and knowledge, I can state unequivocally that costs such as those 18 

incurred by Evergy Missouri West in connection with Winter Storm Uri were contemplated 19 

as being eligible for recovery through Securitization Bonds as Qualified Extraordinary 20 

Costs.  Such a finding by the Commission would be consistent with the views of 21 

31  These temperatures are reported in NOAA’s National Climate Report - February 2021 as “All-time Records Set in 
February.”  See https://www.ncdc.noaa.gov/sotc/national/202102/supplemental/page-6#MIN  
32  Missouri Climate Center February 2021 Report at 1. 
33  Id. 

https://www.ncdc.noaa.gov/sotc/national/202102/supplemental/page-6#MIN
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Commission Staff in its Report filed in the investigation of Winter Storm Uri in No. EO-1 

2021-0264, noted above.   2 

II. OVERVIEW OF STORM URI COST IMPACTS TO CUSTOMERS3 

Q: What has been the effect of Winter Storm Uri on Evergy Missouri West’s fuel and 4 

purchased power costs? 5 

A: Evergy Missouri West experienced extraordinary costs which resulted in a substantial 6 

under-recovery of costs collected in rates.  The amounts cited below reflect the settlement 7 

statements that Evergy Missouri West received from SPP through December 31, 2021. 8 

These figures will be updated to the extent required for any subsequent additional 9 

applicable and valid charges received.   10 

Q: What do the calculations show regarding Evergy Missouri West? 11 

A: EMW incurred approximately $11.8 million in fuel costs (an increase of $8.3 million from 12 

its average February fuel costs over 2018-2020), and $314.6 million in purchased power 13 

costs (an increase in $299.8 million from its average February purchased power costs). 14 

After adjustments for transmission costs, disallowances, and off-system sales revenue, 15 

Missouri West’s total energy costs were $315.0 million, an increase of $296.5 million from 16 

its average February total energy costs.  Please see the direct testimony of Mr. Klote for a 17 

more detailed break-down of these figures. 18 

Q. How are the Company’s fuel and purchased power costs normally recovered?  19 

A. They are normally recovered through the Fuel Adjustment Charge (“FAC”), a ratemaking 20 

mechanism in the Company’s tariffs that allows EMW to recover costs through a 21 

volumetric charge that appears on customer bills. 22 
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Q. Why is Evergy Missouri West not seeking to recover the Qualified Extraordinary1 

Costs it incurred during Winter Storm Uri through the FAC?2 

A. Recovering almost $300 million costs through the FAC would be very detrimental to3 

EMW’s customers.  The FAC is designed to recover costs incurred during a six-month4 

period over a subsequent twelve-month period.  Recovering the entirety of the5 

extraordinary costs that the Company incurred during Winter Storm Uri through the FAC6 

would create extreme customer rate impacts, a circumstance often referred to as “rate7 

shock.”  The avoidance of rate shock, where possible, is a widely recognized objective of8 

utility regulation.  See Mr. Klote’s testimony for additional impacts to recovering such9 

extraordinary amounts through the FAC as a result of the effective PISA legislation.10 

Q: Has the Commission agreed with this view? 11 

A: It appears the Commission has agreed with the Company’s view, given its approval of 12 

Evergy Missouri West’s proposal to exclude the “Extraordinary costs” related to Winter 13 

Storm Uri from the normal operation of the fuel adjustment clause under Paragraph XI in 14 

Section (8)(A)2.A of the FAC Rule, 20 CSR 4240-20.090.34  15 

Q. Has Evergy Missouri West previously proposed an approach that would help address 16 

rate shock?   17 

A. Yes. On June 30, 2021, Evergy Missouri West, along with Evergy Missouri Metro, filed 18 

an application for an Accounting Authority Order (“AAO”) allowing each company to 19 

record and preserve costs related to Winter Storm Uri.35   To date, the Commission has not 20 

taken any action in this docket.   21 

34 Order Approving Fuel Adjustment True-Up and Approving Tariff to Change Fuel Adjustment Rates, In re Evergy 
Mo. West, Inc. Fuel and Purchased Power Cost Recovery Mechanism, No. ER-2022-0005 (Aug. 18, 2021). 
35 See, No. EU-2021-0283. 
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Q. Is securitization an alternative to this approach? 1 

A. Yes.  Instead of the customary method under an AAO pursuant to which the utility would 2 

carry the costs on its own books and amortize them as they are recovered from customers 3 

over time, Evergy Missouri West seeks a Financing Order from the Commission under the 4 

Securitization Law so that it can work with its legal and financial advisors to create a new 5 

bankruptcy-remote Special Purpose Entity that will issue Securitization Bonds whose 6 

proceeds will allow the Company to immediately recover its extraordinary costs from 7 

Winter Storm Uri, including the carrying costs it has incurred from the date that the 8 

particular cost was incurred to the date the Securitization Bonds are issued. The 9 

Securitization Bonds will be serviced via a Charge that will be in effect during the term of 10 

the Securitization Bonds (scheduled to be 15 years). 11 

Q. How does this benefit customers?  12 

A. Securitization will save customers money. When EMW filed its AAO application, the 13 

securitization provisions of House Bill (H.B. 734) had not been enacted, so the Company’s 14 

proposal to recover Winter Storm Uri costs over 15 years was determined to be the best 15 

option available at that time to minimize rate shock.  When H.B. 734 was passed by the 16 

legislature and signed into law by Governor Parson in July 2021, it created a new 17 

alternative that benefits customers.  As part of the AAO application, Evergy provided an 18 

estimate of how securitization could result in savings for the benefit of customers compared 19 

to both the customary FAC and AAO cost recovery mechanisms.36 20 

Mr. Klote provides updates to these estimates in his testimony to support this 21 

petition. 22 

36 See Direct Testimony of Ronald A. Klote at 21-22 & Sched. RAK-4, In re Application of Evergy Metro, Inc. and 
Evergy Mo. West, Inc. for an AAO, No. EU-2021-0283 (June 30, 2021). 
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Q. How does securitizing these costs create savings for customers?  1 

A. In order to recover Winter Storm Uri costs and attendant financing costs through customary 2 

ratemaking procedures over an extended period, Evergy Missouri West would be permitted 3 

to apply a carrying charge equal to its weighted average cost of capital (“WACC”) that the 4 

Commission has authorized.  As Mr. Klote explains in his direct testimony, the costs of 5 

securitization are lower than customary ratemaking treatment, in large part because the 6 

interest rate that will be paid on the Securitization Bonds will be much lower than Evergy’s 7 

WACC.  8 

Q. How much will customers save through securitization? 9 

A. The Company estimates that customers will save between $89.3 million and $176.1 million 10 

depending on the customary recovery method that is compared to securitization.  As Mr. 11 

Klote explains in his direct testimony, customers will pay about $467.4 million over the 12 

15-year life of the Securitization Bonds that will be issued, compared to between the $556.713 

million up to $643.5 million they would pay if EMW recovers its costs through either the 14 

fuel adjustment clause process or the accounting authority order approach applying a 15 

carrying charge equal to its WACC. 16 

Q: Why did the Company select a 15-year maturity term for the Securitization Bonds? 17 

A: The Qualified Extraordinary Costs making up the vast majority of the securitizable amount 18 

consists of fuel and purchased power costs that are typically recovered from customers in 19 

the period incurred or a relatively short time afterward.  Although a primary purpose for 20 

the issuance of the Securitization Bonds is to reduce the extreme customer rate impacts in 21 

recovering these costs, the Company also seeks to mitigate intergenerational inequity 22 

among customers by limiting the life or “tenor” of the Securitization Bonds to fifteen years. 23 
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Q. Is the bankruptcy-remote Special Purpose Entity (“SPE”) that the Company will1 

establish to issue the Securitization Bonds an affiliate of Evergy Missouri West under2 

the Commission’s Affiliate Transactions Rule, 20 CSR 4240-20.015?3 

A. Under the circumstances of this proceeding, Evergy Missouri West does not believe that4 

the SPE is an affiliate of the Company.  As explained in the Direct Testimony of Mr. Lunde5 

and Mr. Humphrey, the SPE’s activities will be restricted to the limited purpose of6 

acquiring the Securitized Property, issuing the Securitization Bonds, collecting the7 

Securitized Utility Tariff Charges, and paying principal and interest on the Securitization8 

Bonds to the bondholders.  The SPE will be overseen by an independent manager to ensure9 

that it only takes actions consistent with its obligations as the holder of the equity interest10 

in the Securitized Property.11 

If, however, the Commission views the SPE to be an affiliate of the Company that 12 

is subject to the Affiliate Transactions Rule, EMW requests that the Commission grant a 13 

waiver in this case under Section 10(A)(1) of the Rule and 4 CSR 4240-2.015 for good 14 

cause.  Because the SPE’s activities will be restricted to acquiring the Securitized Property, 15 

issuing the Securitization Bonds, and the other duties noted above, and will be overseen by 16 

an independent manager to ensure it operates consistent with its obligations, good cause 17 

exists to support a waiver of the Rule under these circumstances. 18 

Q. Has Winter Storm Uri been found by any other state regulatory commission to be 19 

an extraordinary event that caused an electric utility to incur costs which qualified 20 

for securitization under state law? 21 

A. Yes.  The Oklahoma Corporation Commission recently issued two orders that recognized 22 

the “extreme and unique nature” of the storm (“2021 Winter Weather Event”), calling it an 23 
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“anomalous event” and concluding that the utilities’ prudently incurred costs qualified for 1 

securitization under Oklahoma law.  See Order No. 723434, In re Public Serv. Co. of Okla., 2 

No. PUD 202100076, 2022 Okla. PUC LEXIS 6 (Okla. Corp. Comm’n, Feb. 10, 2022); 3 

Order No. 722254, In re Okla. Gas & Elec. Co., No. PUD 202100072, 2021 Okla. PUC 4 

LEXIS 248 (Okla. Corp. Comm’n, Dec. 16, 2021). 5 

III. BACKGROUND AND OVERVIEW OF SECURITIZATION LAW6 

Q. Does the Securitization Law authorize the Commission to allow EMW to recover the 7 

costs it incurred arising from Winter Storm Uri via securitization? 8 

A. Yes.  Section 393.1700.2(2) allows Missouri utilities that are electrical corporations to seek 9 

a Financing Order from the Commission authorizing the issuance of Securitization Bonds 10 

to finance “Qualified Extraordinary Costs” which are defined in Section 393.1700.1(13) as 11 

follows: 12 

[C]osts incurred prudently before, on, or after August 28, 2021, of an13 
extraordinary nature which would cause extreme customer rate impacts if14 
reflected in retail customer rates recovered through customary ratemaking,15 
such as but not limited to those related to purchases of fuel or power,16 
inclusive of carrying charges, during anomalous weather events.17 

The costs the Company is seeking to finance using securitization clearly meet these criteria 18 

insofar as their recovery through customary ratemaking would create rate shock and exceed 19 

the costs of securitization.  These costs were the result of EMW’s purchases of fuel and 20 

power that were required to provide electricity to customers during Winter Storm Uri which 21 

was clearly an “anomalous” weather event.  22 

Q. Does the Company’s Petition and supporting direct testimony demonstrate that these 23 

costs were prudently incurred? 24 

A. Yes.  Company witness Mr. Bridson describes in detail the Company’s actions that led to 25 

the incurrence of these extraordinary costs as a result of Winter Storm Uri.  Mr. Bridson 26 
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also demonstrates that EMW’s actions were reasonable and that the Qualified 1 

Extraordinary Costs caused by this storm were prudently incurred. 2 

Q. What is the total amount estimated by the Company to be financed with 3 

Securitization Bonds? 4 

A. EMW seeks to recover costs arising from Winter Storm Uri through December 31, 2021 5 

of approximately $295.6 million, plus $54.6 million in carrying costs, and up-front 6 

financing costs incurred of $6.6 million, with total costs to be financed equaling $356.8 7 

million. 8 

Q. How was that amount determined? 9 

A. As Mr. Klote explains, the Company analyzed its total costs incurred during Winter Storm 10 

Uri including SPP settlements through December 31, 2021 as compared to a calculated 11 

normal cost level to determine the portion to be appropriately characterized as 12 

extraordinary.  Mr. Klote’s testimony provides the detail of how the normal costs were 13 

calculated. Only the remaining, extraordinary amounts will be financed using 14 

securitization. In addition to these qualified extraordinary amounts, Mr. Klote provides the 15 

details supporting carrying costs since the incurrence of the costs and up-front financing 16 

costs which are also included in the total estimated amount as supported by Mr. Klote. 17 

Q. Does the Securitization Law indicate what elements a utility must include in a petition 18 

to the Commission for a Financing Order that would facilitate securitization of 19 

Qualified Extraordinary Costs? 20 

A. Yes, Section 393.1700.2(2) specifies seven required elements that must be included in a 21 

petition for a Financing Order to finance Qualified Extraordinary Costs, each of which are 22 

included in the Company’s petition.  The chart in paragraph 36 of the petition indicates 23 
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where each of these elements is addressed in the petition.  They are also addressed in the 1 

testimony of the witnesses providing direct testimony in support of the petition.  2 

Q. What is the first required element of the petition and how is it met? 3 

A. Section 393.1700.2(2)(a) requires the petition to include a description of the prudently 4 

incurred Qualified Extraordinary Costs, their magnitude, why they were incurred, and the 5 

retail impact that would result from customary ratemaking treatment of such costs.  6 

Detailed descriptions are provided by Mr. Klote, Mr. Bridson, and me.    7 

Q. What is the second required element of the petition and how is met? 8 

A. Section 393.1700.2(2)(b) requires that the utility indicate whether it will finance all or a 9 

portion of its Qualified Extraordinary Costs.  The Company proposes to finance, with the 10 

issuance of Securitization Bonds, Evergy Missouri West’s Qualified Extraordinary Costs 11 

incurred in connection with Winter Storm Uri, accrued carrying charges through the date 12 

of the Securitization Bond issuance, and up-front financing costs.  Mr. Klote’s testimony 13 

provides further details on the calculation of the Company’s Winter Storm Uri costs and 14 

the accrued carrying charges.  Mr.  Humphrey’s testimony addresses the estimated up-front 15 

financing costs and ongoing financing costs.  16 

Q. What is the third required element of the petition under the Securitization Law and 17 

how is it met? 18 

A. Section 393.1700.2(2)(c) requires an estimate of the financing costs that will be incurred. 19 

That estimate is provided by Mr.  Humphrey. 20 
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Q. What is the fourth required element of the petition under the Securitization Law1 

and how is it met?2 

A. Section 393.1700.2(2)(d) requires an estimate of the Charges the Company will charge and3 

an indication of the of the period over which those charges will be in effect. The charge4 

estimates are provided by Company witness Bradley D. Lutz.  For Evergy Missouri West,5 

the estimated Charge as further explained in Mr. Lutz’s testimony and schedules would be6 

approximately $4.71 per month for a typical 1,020 kWh residential bill for approximately7 

15 years.8 

The actual average Charge per kWh will vary based on changes in customer growth 9 

and usage projections, and changes in market interest rates and the proposed Securitization 10 

Bond structure.  The Charge will also vary based on changes in Winter Storm Uri costs 11 

that could occur for items such as accrued carrying charges between now and the issuance 12 

date of the Securitization Bonds.  13 

Q. What is the fifth required element of the petition under the Securitization Law and 14 

how is it met? 15 

A. Section 393.1700.2(2)(e) requires a comparison between (i) the Net Present Value (“NPV”) 16 

of the costs to customers from using securitization to recover the Qualified Extraordinary 17 

Costs and (ii) the NPV of the costs that customers would bear if the same costs were 18 

recovered using a “customary method of financing.”  Section 393.1700.2(2)(e) additionally 19 

requires that the comparison demonstrate that securitization benefits retail customers.  Mr. 20 

Klote’s testimony includes that comparison and demonstrates that securitization will create 21 

between $64.5 million and $121.3 million in customer savings, expressed on an NPV basis, 22 

depending on the customary recovery method the securitization is compared to. 23 
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Q. What is the sixth required element of the petition under the Securitization Law and1 

how is it met?2 

A. Section 393.1700.2(2)(f) requires that the Company describe the future ratemaking process3 

by which any difference between the Securitized Utility Tariff Costs financed by4 

Securitization Bonds and the final Securitized Utility Tariff Costs incurred by the utility.5 

Mr. Klote addresses this requirement in his testimony.6 

Q. What is the seventh required element of the petition under the Securitization Law7 

and how is it met?8 

A. Section 393.1700.2(2)(g) requires that Evergy file direct testimony supporting its petition.9 

Including myself, seven witnesses have filed direct testimony in support of this petition.10 

Q: How will the Commission perform its responsibilities under section 393.1700? 11 

A: Section 393.1700.2(4)(a) states how the Commission is to undertake a due diligence 12 

process prior to issuing a Financing Order regarding Evergy Missouri West’s petition. The 13 

Commission may designate a representative or representatives from its Staff, who may be 14 

advised by a financial advisor or advisors engaged by the Commission, to provide input to 15 

and collaborate with the Company in all facets of the process undertaken by Evergy 16 

Missouri West to place the Securitization Bonds to market so the Commission’s 17 

representative(s) can provide the Commission, on an expedited basis, with an opinion on 18 

the reasonableness of the pricing, terms and conditions of the Securitization Bonds. 19 

Neither the representative(s) designated by the Commission nor the advisor(s) providing 20 

advice to Commission Staff shall have the authority to direct how the Company places the 21 

Securitization Bonds to market although they shall be permitted to attend all meetings 22 
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convened by Evergy Missouri West to address placement of the Securitization Bonds to 1 

market. 2 

Q: Under Section 393.1700.2(3)(c)c, a Commission Financing Order must include a 3 

finding that the proposed structuring and pricing of the Securitization Bonds are 4 

reasonably expected to result in the lowest Charges consistent with market conditions 5 

at the time the Securitization Bonds are priced and the terms of the Financing Order. 6 

How does the Company propose to support such a Commission finding? 7 

A: Mr. Lunde describes in detail the proposed structuring of the transaction as well as the 8 

expected marketing process that are intended and expected to result in the issuance of 9 

Securitization Bonds at favorable pricing and terms under market conditions prevailing at 10 

the time of issuance.  We expect that these Securitization Bonds will receive AAA ratings 11 

given the process Mr. Lunde describes, the provisions of Missouri’s Securitization Law 12 

and the contents of the proposed financing order proposed by the Company and appended 13 

to Mr. Lunde’s direct testimony.  I believe it is also important for the Commission to note 14 

that the Company will certify to the Commission, during the Issuance Advice Letter 15 

process required by section 393.1700.2(3)(h), that the structuring and pricing of the 16 

Securitization Bonds result in the lowest Charges consistent with market conditions and 17 

the Financing Order.  This certification by the Company will be based in part on similar 18 

certification it will have received from the Securitization Bond underwriter. 19 
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Q: Section 393.1700.2(3)(c)g provides that the Commission’s financing order is to include 1 

an element regarding the degree the degree of flexibility to be afforded the Company 2 

in establishing the terms of the Securitization Bonds.  How does the Company propose 3 

that the Commission address this? 4 

A: This topic is covered broadly in ordering paragraph 39 of the proposed financing order 5 

attached to Company witness Lunde’s testimony.  The Company is comfortable with the 6 

general nature of this provision given the existence of the issuance advice letter process I 7 

describe later in this testimony that enables the Commission to observe the actual pricing, 8 

terms and conditions of the Securitization Bonds before they are issued.  9 

Q: Section 393.1700.2(3)(c)n provides that the Commission’s financing order is to 10 

include an outside date, which shall not be earlier than one year after the financing 11 

order is no longer subject to appeal, when the authority to issue the Securitization 12 

Bonds shall expire.  How does the Company propose that the Commission address 13 

this? 14 

A: This topic is also covered in the proposed financing order and Company witness Lunde’s 15 

testimony.  Based on the experience and recommendation of Mr. Lunde, the Company 16 

recommends that the financing authority should not expire until two years has elapsed after 17 

the financing order is no longer subject to appeal.  Mr. Lunde also recommends special 18 

consideration if market disruptions were to occur during this window. 19 



26 

IV. SUMMARY OF COMPANY REQUEST1 

Q: Please summarize the Company’s request to finance Winter Storm Uri’s Qualified 2 

Extraordinary Costs through the issuance of Securitization Bonds under Section 3 

393.1700. 4 

A: Evergy Missouri West requests that the Commission approve the issuance of Securitization 5 

Bonds to finance its Winter Storm Uri costs.  The proceeds from the Securitization Bond 6 

issuances will be used to pay Evergy Missouri West’s Qualified Extraordinary Costs 7 

resulting from Winter Storm Uri, accumulated carrying costs and up-front Financing Costs. 8 

The amortization of the Securitization Bonds will be structured to provide an annual 9 

revenue requirement (including recovery of ongoing financing costs) of approximately 10 

$31.2 million for Evergy Missouri West over the scheduled final term of approximately 15 11 

years, as discussed in more detail by Company witness Lunde.  This annual revenue 12 

requirement estimate excludes any accrued carrying charges on the Qualified 13 

Extraordinary Costs subsequent to January 31, 2023 and excludes incremental up-front 14 

Financing Costs and ongoing Financing Costs that may be incurred above Evergy’s current 15 

estimate of up-front Financing Costs and ongoing Financing Costs, if applicable. 16 

Customers will be billed on a kWh basis beginning with the first billing cycle of the month 17 

following the issuance of the Securitization Bonds. 18 

V. REGULATORY ACTIVITIES BETWEEN THE COMMISSION’S ISSUANCE OF 19 
THE FINANCING ORDER AND THE ISSUANCE OF SECURITIZATION BONDS 20 

PURSUANT TO SUCH AUTHORIZATION 21 

Q: Please generally describe the regulatory activities the Company expects will occur 22 

after the Commission issues its Financing Order in this proceeding. 23 

A: Assuming a grant of financing authority by the Commission that the Company decides to 24 

implement, the work of placing the Securitization Bonds to market will commence. 25 
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Section 393.1700.2(3)(h) requires EMW to provide an Issuance Advice Letter (“IAL”) to 1 

the Commission following the determination of the final terms of such Securitization 2 

Bonds no later than one day after the pricing of such Securitization Bonds.  Company 3 

witness Mr. Lunde of Citigroup sponsors a proposed form of IAL in the proposed 4 

Financing Order that is being submitted with his direct testimony.   5 

Unless the Commission specifies an earlier date in the Financing Order, the 6 

Company may proceed with the issuance of the Securitization Bonds unless, prior to noon 7 

on the fourth business day after final pricing of the Securitization Bonds has been obtained 8 

(which will be the third business day after the Commission receives the IAL), the 9 

Commission issues a disapproval letter directing that the Securitization Bonds as proposed 10 

shall not be issued and the basis for that disapproval. 11 

This IAL process is consistent with the provisions of Section 393.1700.2(3)(h) and 12 

gives the Commission an opportunity to disapprove the issuance of Securitization Bonds 13 

under the Financing Order based on its review of the final pricing, terms and conditions 14 

and the advice of its designated representative(s).   15 

Q: How and when will the Commission approve the tariff necessary for the Company to 16 

implement the Securitized Utility Tariff Charge? 17 

A: Mr. Lutz sponsors the Company’s proposed tariff in his direct testimony.  As he describes 18 

in greater detail, the Company envisions that the tariff necessary to effectuate the Charge 19 

will occur in two steps. 20 

In the first step, the tariff setting forth the Securitized Utility Tariff Rider 21 

(“Schedule SUR”), attached as a schedule to Mr. Lutz’s direct testimony – with the rate 22 

elements on the second sheet of Schedule SUR left blank – will be approved by the 23 
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Commission in the Financing Order.  Alternatively, the tariff will be revised pursuant to 1 

the Financing Order and submitted as a compliance tariff in response to the Commission’s 2 

Financing Order. 3 

Then, in the second step, the tariff setting forth the rate elements of the Charge 4 

applicable to the Company’s various customer classes and calculated in the basis of the 5 

final pricing, terms and conditions of the Securitization Bonds, as detailed in the IAL, will 6 

be submitted by Evergy Missouri West to the Commission no later than the business day 7 

after final pricing is obtained.   Assuming the Commission allows the Securitization Bonds 8 

to be issued after receipt of the IAL, the tariff will go into effect on the effective date stated 9 

on the tariff, as required by Section 393.1700.2(3)(c)i.  This effective date shall be five 10 

business days after the final pricing of the Securitization Bond issuance has been obtained, 11 

as permitted by Section 393.1700.2(3)(h).  The period of time between the submission of 12 

the tariff with the rate elements and its effectiveness on the date the Securitization Bonds 13 

are issued provides the Commission the opportunity to confirm, based upon the review and 14 

advice of its Staff during the IAL process, that the Charges have been calculated 15 

appropriately under the Financing Order.    16 

Mr. Lutz also discusses “housekeeping” tariff changes in connection with Schedule 17 

SUR that would also be submitted for Commission approval sometime after the issuance 18 

of the financing order and perhaps even after the issuance of the Securitization Bonds.  As 19 

Mr. Lutz states in his direct testimony, these “housekeeping” tariff changes do not affect 20 

the operability or effectiveness of Schedule SUR or the Charges.  21 

Q: Does this conclude your testimony? 22 

A: Yes. 23 
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