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JUDGE PRIDA N. Thank you very nmuch. Good

norning. W are on the record. This is the
evidentiary hearing in the matter of Evergy

M ssouri West, Incorporated, DBA Evergy M ssour
West Request for Authority to I nplenment a
General Rate Increase for Electric Service. |
Ron Pridgin. | amthe regul atory | aw judge
assigned to preside over this hearing. It's
being held on October 3rd, 2024 in the Governor
Ofice Building in Jefferson Gty, Mssouri.

The tinme is 9:30 a. m

m

| would like to give entries of appearance

from counsel, please, beginning with Evergy
M ssouri West.

M5. WHI PPLE: Good norni ng, Jacqueline
Wi pple with Dentons US, LLP. W have Roger

Stei ner, and we have Jim Fisher as well. Thank

you.

JUDGE PRIDA N: M. \Whipple, thank you
Any entry on behalf of the Staff of the
conmi ssi on.

MR. PRINGLE: Yes, good norning. This is
Travis Pringle on behalf of Staff.

JUDGE PRIDA N. M. Pringle, thank you.
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Entry on behalf of the Public Counsel ?

MR, CLIZER  John Cizer on behalf of the
Public Counsel. M/ contact information is with
the reporter.

REGULATORY LAWJUDGE PRRDA N M. di zer,
t hank you. Any other parties wishing to enter
an appear ance?

MR OPITZ: TimOpitz on behalf of M dwest
Ener gy Consuners group.

JUDGE PRRDAN. M. OQpitz, thank you. Any
ot her counsel wi shing to nmake an entry of
appearance? All right, hearing none, the
Comm ssion received stipulations |[ast night, and
those stipulations wll resolve nost of the
i ssues. | understand the parties w shes to nake
openi ng statenents on one renmi ning issue, a
fuel adjustnent clause issue. And, then, |
spoke with counsel before we went on the record,
| understand counsel wish to sinply submt sone
sort of pleading that wll list the exhibit
nunbers that the parties wwsh to offer into
evi dence, and that woul d save sone tine rather
t han goi ng through each one. D d | understand
counsel correctly?

MR PRI NGE: Yes, Judge.
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JUDCGE PRIDA N: Very good

MR CLIZER Yes, Judge.

REGULATORY LAW JUDGE PRIDA N.  Very good.
Anyt hing el se fromthe bench or fromthe parties
bef ore we proceed to opening statenents?
Hearing none? Al right. Evergy M ssouri Wst,
when you' re ready. M. Wi pple, when you're
ready.

OPENI NG STATEMENT BY Ms. VHI PPLE:

M5. WH PPLE: Good norning. My it please
the Comm ssion. As previously stated, |'m
Jacki e Whi pple with Dentons US, LLP, on behalf
of Evergy M ssouri West, and we al so have Roger
Stei ner and Ji m Fi sher.

As the Commission is aware, the parties
had entered into an unani nous stipul ation
I nvol ving a black box settlenment with one
remai ni ng i ssue, which will be addressed in
lieu of an evidentiary hearing in post-hearing
briefing, but the parties have agreed to give
openi ng statenents to give an overview of their
respective position on that remaining issue,
whi ch, of course, is not oral argunent and w ||
not be in evidence.

The remaining issue is -- has been
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enunerated in the list of issues as issue 3-A.
What sharing ratio between EMNVand its
custoners should the Comm ssion order as an

I ncentive nechanismin EMNs FAC. It's

I nportant that Staff and EMW agree, that the
Comm ssion continue the current sharing
mechani sm of 95/5 percent.

EMNV's witnesses would prefile testinony
that will be admtted into record evidence are
Darrin lves, Evergy's Vice President,

Regul atory Affairs and Kevin Gunn, Evergy's
Vice President, State and Federal Regul atory
Pol i cy.

By way of short background, fuel
adj ustnent cl auses are a common rat e- maki ng
tool to address fuel, purchase power and
transm ssi on expenses that are frequently
vol atile. FACs exist to true up actual total
energy costs to those accounted for in base
rates. Accordingly, in 2006, the M ssouri
CGeneral Assenbly enacted MORESSTAT (sic)
section 386. 266, which is known as the FAC
statute.

The FAC statute provides that the

Comm ssion may incentivize a utility to inprove
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the efficiency and cost effectiveness of its
fuel and purchase power procurenent activities.
The Commi ssion's incentive nust be reasonably
designed to provide the utility with a
sufficient opportunity to earn a fair return on
equity.

The Conmm ssion's associated rule al so
provi des that any incentive nechanismshall be
structured to align the interests of the
electric utility's custoners and sharehol ders.
After the statute was enacted, the foll ow ng
year in 2007, the Conm ssion granted the first
FAC to EMWN s predecessor, Aquila. 1In doing so,
t he Comm ssion specifically requested proposals
for the FACs sharing nechanismto feature a
50/ 50 sharing split.

The Conmm ssion, instead, adopted the 95/5
split, which it has continued for the
subsequent 17 years. The Comm ssion found the
95/5 split would protect Aquila fromextrene
fuel and power cost fluctuations and allow it
an opportunity to earn a fair return on its
investment, all the while significantly
incentivizing it to take all reasonabl e actions

to keep those costs as | ow as possi bl e.

Page 7

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F.
www.lexitaslegal.com California Firm Registration #179

LEXITAS



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings October 03, 2024

Now, as a refresher, the 95/5 split is a
cost pass-through that can, and has gone both
ways. That neans if EMWNs actual total energy
costs exceed the base rate anount, EMWNrecovers
95 percent of that difference through the FAC
and absorbs the remaining five percent. If the
scenario is the other way around, EMN's FAC
credits custoners with 95 percent of the
difference and EMWretains the five percent.

In this case, as previously nentioned,
Staff and the conpany are aligned in their
recomendati on that the Comm ssion keep the FAC
sharing nechanismat 95/5. In the testinony of
Staff's witness, Brook Mastrogiannis, and EMN s
W t nesses Kevin Gunn and Darrin |ves, research
i ndi cated that the 75/25 sharing split, which
I's proposed by OPC s witness, Lena Mantle,
woul d be a nore extreme nechani smthan the
majority of the United States.

Staff and EMV agree that if the Conm ssion
changed the current 95/5 sharing split, the
Comm ssion woul d al so run counter to a dozen or
so of its own prior rulings regarding EMN as
well as the three other M ssouri regqul ated

utilities.
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To be clear, OPC does not rebut that its
proposal is extrene. OPC concedes that no
other US state features a conparable 75/25
split. OPC al so does not rebut that the
majority of the United States has a 95 percent
or hi gher custoner-sharing nmechanism Exanpl es
of those states were given in the testinonies
of M. @nn and Ms. Mastrogi annis.

The consequences of adopting OPC s extrene
proposed FAC split would be mani fold and
severe. |If Mssouri's regulatory oversight is
percei ved as punitive or nonproductive, that
woul d necessary discourage future utility
I nvestnent, hinder's EMNs ability to attract
capital, stifle innovation, increase utility
operation chall enges and, ultimtely, of
course, raise costs for custonmers in Mssouri.

Staff and the conpany therefore agree, it
iIs clear that the Comm ssion adopted
Ms. Mantle's recommendation in this case,

M ssouri woul d becone an outlier in rate-naking
policy and precedent in the nation.

In addition, the Comm ssion's rulings in
the past 17 years, which span seven past

comm ssions, regarding the FAC s of Evergy,
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Aneren and Liberty have all consistently
mai nt ai ned the 95/5 sharing split.

In a dozen or so of those rulings, the
Comm ssi on has even specifically struck down
proposals for those regulating utilities FAC s
to feature instead, sharing splits of
50/ 50, 70/ 30, 85/15 or 90/10. Inits prefile
testi nony, OPC, again, advanced the sane
argunents it has nearly in ten prior cases.
Chal | engi ng EMNV/ s resource pl anni ng, all eging
that EMWNV has not acquired so-called insurance
generation, criticizing EMNfor having spent
nore on non-firmshort-termenergy than it
received in revenues or incorrectly claimng
t hat EMW has sonehow nani pul ated the use of its
FAC i n rebasi ng.

But Staff and EMWrem nd the Conm ssion
that it has previously rejected OPC s, again,
repeated argunent. The Conmm ssion has never
found EMNto be inprudent or ordered a
di sal | owance associated with EMN's resource
pl anning or alleged failure to acquire adequate
generation. Staff also points out in the
testinmony of Ms. Mastrogiannis that Liberty

Uilities has not always exceeded nonfirm short
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termenergy. The Conm ssion shoul d stay
consistent with its nultiple past orders.

Now, | ooking forward as we really ought to
be doing, there's a lot of exciting
devel opnents on the horizon. The parties have
previously stipulated that Dogwood is in rate
base. As a result of this case's stipulation,
Crossroads is being studied so a solution can
be reached. The consolidation, or potenti al
consolidation, of EMM and EMNw || have a
non-cont ested docket. So far, EMWNhas filed
two 60-days notices for CCNs, one for natural
gas; one for solar; and, so, this shows that
EMN needs no other incentive to build
generation and acquire capacity. Wat EMNV
needs is to attract and nmaintain capital and
I nvestors.

So, in conclusion, in response to issue
3-A, the mssion -- the Conm ssion shoul d
conti nue the current sharing nmechani sm of
95/5 percent in EMNs FAC and reject OPC s
extrenme proposal that would i medi ately nmake
M ssouri a rate-making outlier, while
increasing risks for EMVWand its custoners.

Thank you.
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JUDCGE PRIDA N: M. Whipple, thank you
Let nme see if we have any bench questi ons.

Ms. Chair, any questions? Conm ssioner Col enan?
QUESTI ONS BY COWM SSI ONER COLEMAN:
COVMM SSI ONER COLEMAN:  Hi, good norni ng.
M5. VWH PPLE: Morni ng.

COMW SSI ONER COLEMAN: | do have sone
questions, and, unfortunately, | was in that
traffic, also, comng across the bridge this
nmorni ng, evidently, what also | ooked |like a very
bad accident. So, | mght have m ssed -- so |
m ssed sone of the stuff that you tal ked about.
| did hear you nention OPC witness Lena Mantl e,
and | didn't get to hear exactly what you said,
as | tried to | ook through the presentation,
also. Of the top of your head, would you
rem nd nme what your comments were about her
testi nony?

M5. WHI PPLE: Ms. Mantle, on the renmining
I ssue, Ms. Mantle is proposing to change EMN's
FAC sharing split fromits current 95/5 to
75/ 25, and the coments in that regard, Staff
and EMV agree that that would be an
unprecedented nove in the United States.

There's no other state that would feature a
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conparable 20 -- 75/25 percent sharing split and

woul d drastically hinder EMNWs ability to
attract and maintain capital, ultimately

I ncrease the cost for custoners, if that were to
be adopted, instead of maintaining the current
95/5 percent sharing split.

COVMM SSI ONER COLEMAN:  So, you said
sonething, | think also, about a 90/10 split?
Did | hear that?

M5. WHIPPLE: |In one of the prior cases
that the Comm ssion has -- has decided, a couple
of years ago, one party -- it mght have been
Ms. Mantle, but |, you know, don't want to say
that for sure, one party proposed a
90/ 10 percent; and the Comm ssion, this was
in Ameren's FAC proceedi ngs, the Conmm ssion has
rejected 85/15 as a proposed sharing split
for Aneren, as well as 90/10 as a proposed
sharing split for Aneren. And those nunbers
were the ER-2011-0028, ER-2014-0258 and
ER- 2021- 0166.

COVMM SSI ONER COLEMAN: Okay, thank you.

M5. VWH PPLE: Unh- huh.

COVMM SSI ONER COLEMAN:  Thank you.

REGULATORY LAWJUDGE PRIDA N.  All right,
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t hank you. Any further Bench questions?
Comm ssi oner Hol sman?

COW SSI ONER HOLSMAN:  No t hanks, Judge.

REGULATORY LAW JUDGE PRIDA@ N:  Thank you.
Comm ssi on Kol ksneyer? Hearing none,
Comm ssioner Mtchell, any questions?

COW SSI ONER M TCHELL: No, thank you,
Judge.

REGULATORY LAWJUDGE PRIRDA N Al right,
t hank you, Conm ssioner. M. Wi pple, thank you
very much. | appreciate it. Any opening
argunent from Staff?

MR. PRI NGLE: Yes, Judge.

REGULATORY LAWJUDGE PRIRDAN. M. Pringle,
when you' re ready.

OPENI NG STATEMENT BY MR PRI NGLE:

MR. PRINGLE: Good norning, and may it
pl ease the Comm ssion. The issue before you
today is what sharing ratio between Evergy
M ssouri West and its custonmers should the
Comm ssion order as an incentive nechanismin
EMWNV s fuel adjustnent clause, also known as the
FAC.

Staff and Evergy M ssouri West recommend

to continue the sharing nechani smthat has been
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in place since the conpany first elected to

have an FAC, and that nechanismis

95/5 percent. The way the ratio works i s when
there's an under recovery, the custoners have
to pay back 95 percent of the under-recovered
cost while the conpany pays the other five
percent. Wen this is an overrecovery,

95 percent goes back to the custoners while the
conpany gets to keep five percent of that
overrecovery.

It is Staff's position that the
current-sharing nechani sm appropriately aligns
conpany and custoner risk. The Ofice of the
Publ i c Counsel is advocating for a change in
that ratio to 75/25 percent. Staff strongly
recommends that this Conm ssion reject that
proposal and continue wth the 95/5 percent.

Changi ng the current sharing percentage
woul d be inconsistent with prior Conm ssion
rulings and the sharing percentages ordered by
t he Comm ssion for other M ssouri-regul ated
utilities that have an FAC. The OPC has not
provi ded sufficient evidence to justify a
change of the sharing nmechanismat this tine.

Staff's research shows that i f the Comm ssi on
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were to order OPC s recommendation of a 75/25
sharing ratio, this would put M ssouri at an
extrenme outlier nationw de.

As nore fully explained in the rebuttal
and surrebuttal testinonies of Staff's wtness,
Brooke Mastrogi annis, OPC s argunent is based
on the belief that Evergy M ssouri Wst has
been i nprudent in its resource-planning
decisions to rely on the SPP energy market to
neet the energy needs of its custoners.
| nstead of building or inquiring cost-effective
generation. The Conm ssion has never found
Evergy M ssouri West inprudent for this
appr oach.

The last tinme the Comm ssion made a ruling
regardi ng FAC sharing nechani sm for Evergy
M ssouri West was in ER-2012-0175, in which the
Comm ssion held that, quote, "The current FAC
sharing percentages of 95/5 percent, better
support safe and adequate service at just and
reasonabl e rates than 85 percent 15 percent.”

The Conmm ssion has ordered this sane 95/5
split for both Areren M ssouri, lastly in
ER- 2019- 0335 and Liberty in ER 2019-0374. A

75/ 25 sharing ratio would be nore extrene than
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nmost ot her st ates.

As explained in Ms. Mastrogiannis's
rebuttal testinony, many states have the ratio
set at 95/5 or higher. Evergy wtness, Kevin
@unn goes into it even further, pointing out
that only eight of 52 US jurisdictions utilize
a FAC sharing nechani sm and none cone close to
the proposal put forward by OPC. This is in
his rebuttal testinony.

Now, while Staff's position is that there
IS no reason to change the current 95/5 sharing
mechanism if this Comm ssion truly believes
that the current ratios do not align with the
interests of Evergy M ssouri West's custoners
and sharehol ders, then a nore nodest nove woul d
be appropriate, such as maybe 90/10. However,
as di scussed by Evergy's counsel, this
Comm ssion has also rejected that ratio in the
past .

That being said, Staff does not believe
there is sufficient evidence to support any
change to the FAC s sharing nechanismat this
time. Thank you for your tinme today, and |'m
happy to take any questions you may have.

REGULATORY LAWJUDGE PRIDG@ N: M. Pringle,
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t hank you. Any bench questions? Chair Hahn?
Comm ssi oner Col eman, when you're ready.
QUESTI ONS BY THE COWM SSI ON:

COVMM SSI ONER COLEMAN:  Good norni ng, M.
Pringle.

MR. PRINGLE: Good norning, Conm ssioner.

COVMM SSI ONER COLEMAN: Ckay, so | can't
hel p but notice both you and Evergy's counsel is
tossing around the word "extrene", and, you
know, M ssouri sure isn't a state that's out
there on the forefront of much of anything in
the many years that | have been a resident here.
We tend, unfortunately I think often, to foll ow
other -- other states. But | can't hel p but
want to know why your thought is that we can't
change what we've done before, even though 95/5
has been the norm why it is so extrene for
M ssouri to want to nake a change in that ratio?

MR, PRINGLE: | don't necessarily think
It's -- it'd be extrene to nake any kind of
change, it's nore of this proposal for a 75/25
Is an extrene change. In the list that Evergy's
counsel had during their presentation, 1'd |ike
to point out the State of Womng, it has a

80/ 20, and that is nmaybe the nost disparate one
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that we see right now in the country being

80/20. A 75/25, just no one has that and at
this time, we do not believe there is evidence
warranti ng such an extrene shift.

COVMM SSI ONER COLEMAN:  Ckay, that hel ps
for right now Thank you.

MR. PRINGLE: No problem Conmm ssioner,
t hank you.

REGULATORY LAW JUDGE PRIDA N  Conm ssi oner
t hank you. Any further bench questi ons,
Conm ssi oner Hol sman?

COW SSI ONER HOLSMAN:  Thank you, Judge.
Do you agree with the conpany that a change to
75/ 25 woul d affect the cost of capital and their
ability to raise funds for future generation?

MR. PRINGLE: Staff does not have robust
testinmony on that, Conm ssioner, but at this
time I'd have no reason to doubt that.

COW SSI ONER HOLSMAN:  Ckay. My second
question is, in recent history, how often have
we seen the FAC fl ow backwards? The conpany has
mentioned that it's 95/5 in one direction, in
95/5 the other direction. How often is the
direction in favor of the custoner?

MR PRINGE: | don't have that off the top
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of my head, Comm ssioner, but | can include that

in the brief if you would Iike to know t hat
answer .

COW SSI ONER HOLSMAN:  Yes, please. Thank
you, Judge.

REGULATORY LAW JUDGE PRI DA N.  Comm ssi oner
Hol sman, thank you. Any questions, Conm ssioner
Kol kneyer? Conmm ssioner Mtchell, any
guestions?

COW SSI ONER M TCHELL: Thank you, Judge.
The -- Ms. Mantle prepared what | think is a --
a thorough and thoughtful white paper on the
hi story of the FAC charge in Mssouri. In that
whi t e paper, she presents an illustration of --
it's on page 13, an illustration of what happens
internms of total FACGbuild cost if the -- if
the actual usage fluctuates, you know, plus or
m nus 15 percent. It is very informative, and
It indicates that, you know, if the actual -- if
the actual net energy costs wouldn't go up
15 percent, the actual build costs are only
98 percent of the total; and if it falls, the
actual build costs are 105 percent of the total.
So, | think in your brief, it would be

informative to the Conm ssion to repeat that
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mat hemati cal exercise at the 75/25 split, so

that you can -- so we can really see how

those -- how the adjustnment conpares to the
actual end. Yeah, | think that would be -- that
woul d be nice to see in your briefs, just so

we' ve got the nunbers in front of us as to what
the real inpact is in terns -- in terns of
billings would be in that split.

MR. PRINGLE: Per that, Conm ssioner
Mtchell, we wll endeavor to go ahead and try
to cover that in the brief as well.

COW SSI ONER M TCHELL: Thank you.

REGULATORY LAW JUDGE PRI DA N:  Commi ssi oner
Col eman?

COVMM SSI ONER COLEMAN:  Let ne just ask
again: ny notes took down, | think it noted -- |
noted that Staff wants to keep the 95/5 rati o.
Did | hear that correctly?

MR. PRINGLE: That's correct. That is
Staff's position, Conmm ssioner.

COVMW SSI ONER COLEMAN: Ckay. And |
started witing down notes as to why you wanted
to have that ratio established, but |I can't even
read ny own handwiting. So, let ne see, |

wrote down a note that the current percentage
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sharing works best; Anmeren and Liberty has the
same split. Let ne think just a little bit nore
as I'mlistening to others about any other
gquestions | have, okay.

MR PRINGLE: All right. Not a problem
Comm ssioner. | am happy to take down any
guestions --

COVMM SSI ONER COLEMAN:  Thank you.

JUDGE PRIDA@ N:. -- after | step down as
wel | .

REGULATORY LAWJUDGE PRIDA N.  All right,

t hank you. Any further Bench questions for
Staff? Al right, hearing none, M. Pringle,
t hank you.

MR. PRINGLE: One quick followup for
Comm ssi oner Hol sman on his request for the
brief. Comm ssioner Hol sman, how far back woul d
you like for us, | guess to, |ook? | guess the
entirety of FAC s existence or is there a
certain tinme period that you would like us to
focus on?

COW SSI ONER HOLSMAN: | woul d say just the
nmost recent history of -- you know, you've given
us two exanples with Anmeren and Li berty where

90/ 10 was rejected. And, so, | just -- | just
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want to know how frequently, you know, we see it
fl ow backwar ds.

MR PRI NGLE: Ckay.

COW SSI ONER HOLSMAN:  So, yeah, just go
back, you know, whatever you think is
appropri at e.

MR. PRINGLE: Thank you, Conm ssioner.
Thank you, Judge.

REGULATORY LAWJUDGE PRIRDA N. M. Pringle,
t hank you. Opening on behalf of the Ofice of
t he Public Counsel ?

MR CLIZER M. Qpitz conmes before us --

REGULATORY LAWJUDGE PRIDAN. M. Opitz,
did you have an opening, |'msorry?

MR, OPITZ: | have no opening on this --

REGULATORY LAW JUDGE PRIDA N Thank you.
M. dizer, when you're ready, sir.

MR. CLIZER  Thank you.

OPENI NG STATEMENT BY MR. CLI ZER

MR. CLIZER Brian, | hope this clicker
works. If it would please the Comm ssion, good
nmorni ng. John Cizer on behalf of the M ssouri
O fice of the Public Counsel.

So, you know, before | get into the neat
of the issue this norning, | actually just want
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to take a very brief nonment to discuss

sonet hing that hasn't been tal ked about, but |
want to bring it up because | think it's
sonething to worth nention: we've actually had
a successful settlenent in this case, and |
just kind of want to bring that out. | know
that we mght end up doing it on the record
later, but I want to highlight this to the
Comm ssi oner; when we filed that list of issues
in front of the Conm ssion we had 43 issues, 43
I ssues we wanted the Conm ssion to decide on.

O those, we have settled 41.

Anot her way to look at that, is we had 126
sub issues; we settled 124 of them That's
fantastic. And | really do, | want to thank
both the conpany and the staff, all the other
I ntervenors who are working together, comng to
the table and being able to reach that kind of
agreenent because it nmakes this a | ot easier,
and | greatly appreciate it.

So, right now, we have two issues
remai ning. You' ve heard everybody said one.
It's not entirely true. There's technically
two issues. |It's just one of those, the

Crossroads issue, we are postponing, and we're
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postponing it in the stipulation so we can do a
little bit nore research. W want to do a
study. We want to get a better idea of kind of
what the cost entails and conme back to you to
in a year or less to kind of figure out what
the best course of action there is.

Today, though, we're giving our oral
argunents -- not oral argunents, apol ogies,
openi ng statenents regarding the other
remai ni ng i ssue, which is the FAC i ncentive
mechani sm of course.

Now, you've already heard from both of the
others what the issue is. Just to kind of
repeat what's up on the screen, that's what's
stated in the list of the issues, you know.

What shoul d the incentive nechani smbe? And I
think it's been said, but just to nake sure
it's very clear, what the FAC does, right, when
we set rates in a rate case, we include fuel as
part of the conpany's cost. W include them at
a base | evel.

What the FAC does is it cones back |ater
and says, okay, what were the actual costs you
incur? And the difference between the actual

and base costs are what get flown through the
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FAC. Only that difference. That's inportant;

we'll conme back to that. |[If actual costs are
hi gher, the conpany collects the difference,
and if they're lower, the conpany returns the
di ff erence.

Now, as it also has already been said, the
FACis a creature of statute. It's permtted
under 386.266. And it's that statute very
specifically that has a provision that allows
the Comm ssion to institute an incentive
mechanism To incent what? Cost effective and
managenent of fuel and purchase power. And if
you think about it, what we have in place right
now, the 95/5 you heard about, what that is it
says, if actual costs are above base costs, the
conpany has to eat 5 percent; and if they're
bel ow, the conpany gets to retain that 5
percent. So, what does that do? It encourages
the conpany to bring its actual costs bel ow the
base costs.

I n other words, it encourages the conpany
to find ways to save noney. And that's a great
t hi ng.

What we are asking for is to inprove on

that incentive nechanism to change it to a
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75/25. And in doing that, what | really want rage
you to do, | kind of want to ask you to take a
nmoment and just consider the hypothetical.

| magi ne that you are called before the state

| egi slature. |Inagine you' re sitting before,
you know, nenbers of the US -- sorry, not US,
the M ssouri House, M ssouri Senate, and they
ask you a very sinple question: has this

I ncentive nechani sm been effective? Fromwhere
you're sitting today, can you honestly say that
you think the existing 95/5 has properly

I ncentivized Evergy M ssouri West to cost
effectively and efficiently manage its fuel and
pur chase power, because the OPC | ooks at this,
we say, no, it hasn't.

And let's dig into why we reached that
conclusion. Let's |look at the 95/ 5 have been
to date. So, right now, according to its 2023
| RP, Evergy West estimates that it can only
generate about 56 percent of the energy that
its consuners are going to need. The other
44 percent is going to have to just be
purchased off the market at whatever the market
price is.

That's going to expose custoners to a | ot
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of risk. It has already exposed custoners to a

|l ot of risk. Over it's last four prudent
periods, this conpany has lost 748 mllion
dollars. That's 748 mllion dollars where the
costs exceeded what the conpany was able to
sell into the market with the generation that
it had, and that doesn't include an additi onal
300 plus mllion dollars for winter stormUri .

What does that nean? That neans that over
| ast the four prudent periods, this conpany has
| ost one billion dollars. In other words, it
has spent one billion dollars buying energy off
the market, conpared to what it was able to
sell in. | nean, you heard both -- sorry, you
heard both Staff and the conpany cone up and
tal k about, oh, this is going to inhibit our
ability to build generation. Just think how
much generation we could have built already if
we weren't spending this nmuch noney just buying
energy fromother players in the nmarket.

Like this is ludicrous to us. And it's
not as though what we're asking for is sone
great, foreign concept. Wat you see on the
screen now i s a cost conparison between Evergy

West and Evergy Metro over those |ast four
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prudent peri ods.

Now, the black boxes are there because
t hose nunbers are considered confidential.
There's a non-confidential version in M.
Mantle's testinony if you really want to see
t hem but what you see on the far right, the
totals, Evergy West, like | said, it's been
|l osing all that noney during those four prudent
peri ods because it had to buy nore than it
sells. Evergy Metro was neki ng noney. They
made 400 mllion dollars that sanme period .

So, this is two conpani es that are owned
by the sane parent, managed by the sane peopl e,
operating in the sane area, subject to the
same weat her and you have two conpletely
different results, and those results are
because of managenent deci sions regardi ng how
t hey manage fuel and purchase power. So, you
| ook at this and say one of those two is
effective. One of those two is efficient, and
Evergy West isn't.

That's the problem That's the reason the
OPC has this concern. Now, |'mgoing to touch
very briefly on how we got here, because | feel

like the historical background is really
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inportant to that. And to do that, |'m going

to actually start with a conpany called Aquil a,
| ncorporated. Now, Aquila, Incorporated, is

t he conpany that was eventually purchased by,
first, Geat Plains Energy and then eventually
becane Evergy West. So, Aquila is the
predecessor to Evergy West.

Way back in 2007, the last I RP Aquil a
fired before they were acquired, they predicted
that they could generate 74 percent of what
their custoners need. Now, | want you to think
about that. Way back in 2007, they were
al ready 25, 26 percent in the hole. And that's
only gotten substantially worse in the tine
si nce then.

Now, Aquila, in 2007, it |ooked at this
and said, we have a problem But we have a
solution. They, as part of that |IRP, planned
to build 775 megawatts of generation in 2007.
That generation was going to be natural gas; it
was going to be nuclear power. Again, details
are in Ms. Mantle's testinony. Wat happened?
Did that generation cone out? Did we get it?

No, because Aquila five nonths, just five

mont hs after that IRP, got its FAC, and as soon
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as it was acquired by the Conpany, the plans to

buil d that generation was scrapped. Wy?

Vel |, because wth an FAC and wth the SPP
Energy Market, the conpany will just buy the
energy it needs and fl ow any excess costs onto
custoners. That was easier. And, so, that's
what was done. You didn't get generation build
because the FAC all owed them an out.

But that wasn't the end of the story
either. 1In the intervening tinme, we had
addi ti onal devel opnents. |In 2018, Evergy West
retired the only coal plant that it had sole
ownership of; that was the Sibley generating
facility. That resulted in 400 negawatts of
| oss capacity. So, renenber, you had 775
nmegawatts of expected build that got scrapped.
You had 74 percent, which was what they coul d,
and then they cut out another 400 negawatts of
coal .

This is despite the fact that Evergy West
was the only utility at the tine with expected
load gromth. It was the only utility -- sorry.
They had just spent 100 mllion dollars to
extend the life of the Sibley plant, and here

they are, shutting it down at a tinme when
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they're already in the hole.

Anot her maj or devel opnent is now tine-use
rates. Now, | want to caveat this; |I'mnot for
a single second here to argue whet her
time-of-use rates is a good thing or a bad
t hi ng; but the Conm ssion needs to understand
how t hey' ve been exam ned as part of a
conpany's | RP because this is really inportant.
You see Evergy West's nost recent IRP is
predi cting a 358 percent increase in its DSM
savi ngs. Those are demand-si de managenent,
okay? Where's that 358 increase comng fronf
They predicated tine-of-use rates; the
time-of-use rates being the rates that were
originally put in effect by the Comm ssion.

Now, we all know that those rates aren't
what becane the default. Again, not here to
litigate that in any way, shape or form But
the base reality that is due to the adoption
rates that we are seeing right now, that 358
percent increase is alnost certainly not going
to happen. That's touched upon in the
testinony of Dr. Geoff Marke if you want nore
descri ption.

That neans the Conpany's IRP is already
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massi vely estinmating the DSM savi ngs that we're
expected to see, and that's a problem If you
| ook right now, this graph shows you, this is
fromEvergy West's IRP, and it shows you what
the conpany's hourly | oad and generation is
expected through the 20-year horizon. So,
that's through 2043. That big red bar at the
top, you can see, that's their load. And you
can see they're getting towards it; they're
nmoving towards it; but they're not going to
reach it. Not even in 20 years they don't
expect to reach it. And if you can see, |'m
going to walk up to it really quick.

This gray part right here? That's your
DSM That's not happening. That's expansi on,
it ain't comng. Not with the adoption rate
and tinme-of-use rates that we have right now
So, you are already, like | said, bel ow where
you are expected to be. And | want to be clear
because Evergy talked in its opening how, you
know, we have Dogwood comi ng online; we have
these two new CCMs coming online. Those are in
this graph. Those are already baked into this,
and you're still bel ow where you need to be.

So, you can see again, why the OPCis so
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concerned about this. Gven everything |I've

tal ked about, given all the noney that's been
spent, given where the projected | oad is going,
can you honestly sit there and say if you are
call ed before the legislature that you think
this incentive nmechani sm has done its job?
That they have effectively and efficiently
managed fuel and purchase power given what has
happened? The OPC says no. W don't think
that they have, and that's why we're asking for
a change.

Now, | want to address a coupl e of
concerns that you've already heard and you
m ght hear in the briefing about this change.
First of all, this is an incentive. [It's not a
puni shnment. |[t's not neant to be punitive. W
have agreed on a revenue requirenent. | am
aski ng the Conm ssion to approve the
stipulation that includes that revenue
requi renent. \Whatever the Conm ssion decides
on this issue right now has zero inpact on that
revenue requirenent, okay? | want to nake sure
that's very clear. You can change the FAC, you
can keep it the sanme; but no matter what you

do, the revenue requirenent that we've
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stipulated to renmai ns the sane.

That 75/25 split as is the 95/5 currently
Is also symmetrical. You've already heard the
conpany will pay nore if actuals are above
base, but if the inverse occurs, if the actuals
far fall bel ow base, the conpany will retain
nmore. There is an opportunity here for the
conpany's bottomline to actually increase; for
this to benefit shareholders if they can bring
t he actual s bel ow the base costs.

And | want to make clear here, as part of
the stipulation, parties agreed to adopt the
conpany's fuel with sone adjustnents. | want
to make sure |'mspeaking clearly here; there
were adjustnents nade to address sone of the
i ssues, but it's not |ike we are expecting them
to be wong.

| nmean, we're hoping that Evergy did this
correctly, because that's a major point. |If
the base is set correctly, the actual anount
flowing to the FAC should be small; because
your only difference is base between the actual
and the base, right?

And, is this point | think Conm ssioner

Mtchell got to earlier so |'mgoing to address
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that very carefully here, Evergy will still be

able to recover nore than 90 percent of its
total fuel and purchase power cost even under
our split.

Now, you hear that and you m ght think
t hat doesn't nake sense mat hematically, so
let's dig intothat a little bit here. Let's
tal k about this graph. This is a
representation of the graph that, again,
Comm ssioner Mtchell referenced earlier. This
IS in the testinony of Ms. Lena Mantle if you
want to get nore into it. So, how does this
graph work? The wi de axis, the vertical axis
Is the percent of total fuel costs that the
conpany is going to recover from custoners.

And the X axis, the horizonal axis, is the
di fference between actual and base. How far
apart they are, right? The red line, can you
see, wWth the triangles is what the 95/5
currently is and the green line wth the
circles is what our projected 75/25 is. Now,
both of those |ines converge at zero, right?
What is that? Because at zero, there's no
di fference between actual and base, so the

conpany recovers exactly what's in the base.
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Pretty obvious. Let's go to the right now
Let's go to the far right even. 50 percent.
What does that nean? That neans the actual
costs are 50 percent of what's in base.
They' re 50 percent higher, | should say, sorry.
Anot her way of saying that is, you know, actual
costs are -- the base -- yeah, are doubl ed.
So, what happens in that scenario?

Under the existing FAC, as Ms. -- as
Comm ssioner Mtchell said earlier, that
resulted in 98 percent. Under the existing
95/ 5, the conpany recovers 98 percent of its
fuel and purchase power even in that extrene
scenario. Under the OPC s, it's about 92.
Again, this was testinony of Ms. Mantle. So,
even under a 75/25 split, the conpany is going
to recover 92 percent of its total fuel and
power costs. But let's go the opposite
di rection now. Wat happens if sonehow t he
actual falls below the base, you know, they
manage to save noney?

Wel |, under that scenario, under a 95/5,
the conpany gets to nake that five percent
back; but it actually nassively increases under

the 75/25. It radically increases to the point
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where the conpany makes a whol e | ot nore noney

for shareholders if it can drive actuals bel ow
t he base.

So, again, | hope this answers
Comm ssioner Mtchell's question and any ot her
guestions you mght have on this; but this is
kind of the math behind this. And, again, is
deed in -- everything | just said is detail ed
in the testinony of Ms. Lena Mantl e.

Now, | want to touch on this one, because
this is very inportant. One of the things you
heard from both Evergy and Staff is they kept
com ng back to this idea that said nobody el se
does this. Nobody el se has anything higher
than 95/5. This is an extrene position,
extrenme position. W've heard that a |ot,
right? Well, here's the secret. Evergy West
is different than everybody else, all right?
No witness in this case can sit here and tell
you, point to any other conpany that is putting
as much risk on custoners, is relying as
heavily on the SPP Market Pl ace that Evergy
West is. And if you're going to have an
extrene attitude fromthe Conm ssion -- from

t he conpany, maybe that requires you to
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consi der sonething outside the normfromthe

Comm ssion's perspective, right?

It's like if you teaching a class, and one
unruly student is acting out and you send them
to detention, and says why did you send ny son
to detention, you know, that was an extrene
position. It's, like, your son was the only
one acting out. I|I'msorry; that's just how it
I S.

So, yes, it is different. W concede that
point. Evergy is a hundred percent correct
there. But it's only because Evergy Wst is
different. And you know what? |f Evergy West
changes its behavior; if it gets back to where
all the contenporaries are, then, yeah, the
Comm ssi on can cone back and review this whole
thing again. |1'mgoing to nention very briefly
for a second here, it was brought up, | think,
in the opening for the Evergy West, that
Li berty was in sanme boat. It had increased.
That was for one prudent period, and that's
because Staff included winter storm Uri costs.
So, alittle bit different of a conparison
t here.

Al'so, | want to nention the fact that, you
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know, they've talked about a | ot of cases that

have been brought up and said, you know, oh,

t he Conmm ssion has heard this nultiple tines,
hasn't made a decision. The vast majority of

t hose cases were settled cases. The Conmm ssion
wasn't really asked to settle it. There were a
couple that I will acknow edge that the

Comm ssion made a decision, but this is another
I nportant part | want to bring in: this has
never been set in stone, and it was never

I ntended to be set in stone.

Aquila, the former party for Evergy West
was the first Mssouri utility to get an FAC,
and when it did, when it got its FAC the
parties had put forward conpeting opinions and,
guess what? The Conmi ssion, it didn't go with
what any of the parties had suggested.

I nstead, it cane up with the 95/5 on its own.

It wasn't based on evidence; it wasn't based on
theory. It picked that nunber because that's
the nunber it felt was correct. And there's a
guote fromthe chair at the tinme, Jeff Davis,
who filed a concurring opinion in the case, who
stated, "Absent certainty of fuel cost

vari ances, sone aspects of rate setting are
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like rate design in that they are nore art than

science. Although, the parties may be
commended for comng to an agreenent of how
to -- how the process should work, their
extreme positions left the Commssion in the
position of having to try to devel op an FAC
nmechani smthat would be just and reasonable to
all parties.”

But Chair Jeff Davis went on, too. He
al so said, "Aquila should be very m ndful that
the majority of this Conmm ssion took a bold
step in awardi ng Aquila a fuel adjustnent
mechani sm  The Comm ssion and the Gener al
Assenbly will be watching. |If Aquila fails to
adopt proper hedging strategy, fails to foll ow
its hedging strategy or abuses the discretion
given to it by this Conm ssion in any other
way, the Conm ssioner -- this Conm ssioner wll
not hesitate to nodify or reject Aquila's FAC
application in future proceedi ngs."

So, again, you can see when the Comm ssion
first cane to us with this, they acknow edged
the reality that, hey, we're comng for the
95/5, but if things change, if sonething goes

awy, we'll conme back; we'll reviewthis; and
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that is exactly what the OPC is asking you to

do. It's to cone back and say has this worked?
Have we incentivized proper managenent? And if
not, let's try sonething different.

Because, and again this is a secret, it's
not about 75/25. Ganted, that is absolutely
what the OPC is asking for, and it's still
asking for that. But this Comm ssion is free
to choose, you know. You can do an 80/20. You
can do an 85/15. 90/10. You could even go
past that. Just as wth the original, the
Comm ssion has the authority and the ability to
make a determ nation on what it thinks just and
reasonable rates are. And | want to repeat
that statenent from Chair Jeff Davis, absent
certainty, this is nore art than science.

Now, as one |last brief thing |'mgoing to
touch on, I want to just kind of give you a
little background on who our witness is. |
know her nanme has al ready been brought up
before. The OPC wtness on this is Ms. Lena
Mantle. Just a bit of background, she's a
pr of essi onal engi neer, over 40 years of
experience, working first for the Staff, then

for the OPC. She was heavily involved in
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drafting the Comm ssion's rules regarding
electric utility resource planning, and was
also identified, is an author of a white paper
on that subject. She also was instrunental in
devel opi ng the Comm ssion's FAC rul es; and,
again, we're going to have a white paper on
t hat subject as well.

| want to say, there is no hyperbole; it
cannot be stressed, no hyperbole, that there's
no one in this building who works here who
probably knows nore about the FAC t han
Ms. Mantle does. She, nore or less, literally,
wote the book on this. So, | strongly
encourage the Comm ssion to kindly read her
testinmony carefully and consider her argunents.
| guess -- | guess that suns up ny position.
So, | thank you very nmuch for listening to
that. I'mhere to take any questions if you
have t hem

REGULATORY LAWJUDGE PRRDAN. M. dizer,
t hank you. Any bench questions? Chair Hahn?

QUESTI ONS BY THE BQARD

CHAIR HAHN: Good norning, M. Cizer.

MR. CLIZER  Good norni ng.

CHAI RPERSON HAHN: I n your presentation,
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you kind of went over sone tinelines. In 2007,

you spoke to the utilities' plan to build
addi ti onal generation, which would have been gas
and nucl ear, and you said that was scrapped
because of the FAC

Can you speak to projected | oad growth at
the tinme and if that changed.

MR, CLIZER  Again, | want to stress to you
that at that tinme, the conpany was al ready bel ow
the line. They were 26 belowthe line. It's ny
understanding, like | said, that Evergy Wst has
an expected load growmh. | don't know at that
exact anmount in tinme whether or not that was the
case. Let nme double check. | was handed sone
notes here, but | don't know that they discussed
necessarily | oad grow h.

My recommendati on would be to review the
testinony of Ms. Mantle. |I'mnot sure if she
directly covers that, but, again, I'mgoing to
have to stand on the fact that: A they were
bel ow where they needed to be; and, B, | know
that Evergy West, in particular, has expected
| oad gromth at |least in nost recent tine
periods, but | can't speak back that far, |

apol ogi ze.
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CHAI RPERSON HAHN:  To your know edge, has
t he Conmm ssion ever nmade a finding of inprudence
pl aced on not havi ng enough capacity in the
past, especially around 2007 or even 2018, you
al so focused on the Sibley retirenent.

MR CLIZER Not to ny imredi ate know edge,
but that is a topic very briefly here, because
we' re not asking the Conm ssion to nake a
deci sion of inprudence in this case, and we
don't believe that a change needs to be nade
based on a decision of inprudence. The real
I ssue before you isn't was the conpany
necessarily prudent or not; it's just, has this
wor ked as an incentive nmechanisn? Can you sit
here and say to yourself, | think that they have
the proper incentive to do a good job nanagi ng
fuel and purchase power given where we are,
given the facts that we're seeing. So, again,
we're not here to argue inprudence. That was
never part of our case. It was literally just,
this is not incenting them W don't think it's
wor ki ng.

CHAIR HAHN: To ny know edge, there's been
notice on two CCNs for West, which, | think was

hi ghlighted in Counsel -- Wst Counsel's opening
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remarks for both gas and solar. Know ng that
Evergy West is short on capacity, | am
interested in what OPC positions in those
particul ar cases are given that we're here
havi ng this argunent about capacity.

MR, CLIZER  So, a couple of different

you're identifying were just -- just gas. |
believe there are other additional plans in
their IRP to build solar beyond just those
two CCNs. | want to nmake sure that that's
correct. To give them benefit of that, | don't
think it's -- yeah. The honest trust is we
haven't actual seen anything. W have the
notice of the CCNs, but we have literally no
I nformation on them

We are, obviously, keenly aware of the
conpany's need to build, so I'm hoping that
they put forward sonething we can definitely
get behind, but the devil's in the details,
right? It's literally going to be questions
of, are we putting these in the right place,
you know? To give sort of an obtuse exanpl e,
we had a case a while back with Ameren which

was they were putting up a windfall, right, and
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things, I think, specifically, the two CCNs that
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we said, you know, we're fine with the w ndfall

farm but the place you're putting it inis
goi ng to cause probl ens, because you're putting
it in place that, you know, bats are flying
through. That turned out to be a mmjor issue
with the situation. So, like | said, | would
| ove, love, to be able to get a point where we
t hi nk, yep, we are on board with that. But the
devil is going to be in the details, and we
just need to see what they're actually planning
before | can commt to anything.

CHAI RPERSON HAHN: | had anot her questi on.
Wth regard to the split that's proposed by OPC,
IS there any other state or utility -- state
comm ssion or utility that has been subjected to
a 75/ 25 split, to your know edge, anywhere in
t he US?

MR CLIZER | do not believe to ny
know edge. And, yeah, so, again, this is
different, and we will concede that point. W
think it's warranted gi ven how di fferent Evergy
West i s behaving, you know, conpared to its
relative sister states in this utility. But,
yeah, | wll readily concede that this is not

sonet hi ng that another person has specifically
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done.

CHAIR HAHN: What's the highest split that
you' ve seen in any other state?

MR. CLIZER | believe 80/20 was nentioned
by Comm ssion Staff, for Wom ng.

CHAIR HAHN:. Are there any ot her exanples
out side of the Wom ng exanpl e of 80/ 207?

MR. CLIZER  You know, | apologize. |
don't know off the top of ny head. | believe
that m ght be sonething that would be actually
found in the testinony of Staff or the conpany,
t hough. They appear to --

CHAIR HAHN: | have theirs; | was just
curious. | think that's all | have at the
nmonent .

REGULATORY LAW JUDGE PRIDA N. Thank you,
Chai r Hahn. Comm ssioner Col eman?

COVMM SSI ONER COLEMAN:  Yes, thank you.
Wul d you find this?

MR CLIZER Can | borrow a copy of the
Staff -- thank you. What's the title at the
top?

COVMM SSI ONER COLEMAN:  Aqui | a.

MR, CLIZER  Yes.

COMWM SSI ONER COLEMAN:  The nice white and
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gr een banner.

MR CLIZER  Yep.

COVMW SSI ONER COLEMAN:  All right. So, one
of the -- the note | wote here is that you
tal ked about the energy. You said the conpany
can buy the energy needs and flowit to the
custoners. So, am| correct in hearing with
that cooment, if | wote that down correctly
because you're | ooking --

MR, CLIZER  No, no, | amlistening.

COVMM SSI ONER COLEMAN:  Ckay. Since
pur chase power flows through the FAC and rate
payers pay 95 percent of those purchase power
costs, isn't it a disincentive then for the
utility to build generation rather than to buy
power to neet the needs of its custoners
demands.

MR. CLIZER To answer the question
directly, |I nmean, that's the position of the
OPC. That's our belief, and that's the
testinony | think that we have put forward. W
bel i eve based on the historical facts that we
kind of lay out in testinony and as |'ve
addressed in this opening, is that appears to be

what has in fact happened. | want to nake sure,
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you know, the high level, |'maware that

conm ssioners are probably aware of this, but |
i ke to make sure everybody is talking on the

sane page, obviously they're part of an energy
mar ket : Sout hwest Power Pool. For the record,
that's when -- every tinme, | say SPP, it's

Sout hwest Power Pool .

They buy of all of the energy they need
from Sout hwest Power Pool. They sell all the
energy they generate in the Sout hwest Power
Pool, and the difference is what's basically
being flow through the FAC, the net of that.
Where was | going with this? |'mnot sure.
But, | guess, to circle back to your original
answer, it's our opinion that, yes -- oh,
that's where | was going to go with this. The
key factors is sonething you touched on. The
fact that purchase power, that those costs are
allowed to flow through the FAC i s exactly what
allows the conpany to off load all of that risk
onto custoners and allows the conpany to really
ki nd of sit back and, say, we don't need to
worry about building; we don't need to worry
about shuting down a power plant that we are

al ready short on capacity on, because that risk
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Is going to fall on custoners. At |east,
that's is our position.

COMW SSI ONER COLEMAN:  Thank you. Thank
you, Judge.

REGULATORY LAW JUDGE PRIDGE N Comm ssi oner
Col eman, thank you. Any questions, Comm ssioner
Hol sman?

COW SSI ONER HOLSMAN:  Yes, Judge. Thank
you. M. dizer, you had said in the very
begi nni ng of your testinony, you asked the
question, would we testify that the FAC has been
successful ? And your conclusion was that in
this instance, it has not. Wuld you encourage
the OPC if the sane question were posed to
testify that the FAC should be gotten rid of,
and that it should be decoupl ed, and anot her
system of maybe performance-based rates or going
back to the old way, would be a better solution
than what we're currently doing now with the
FAC? Wbul d you encourage the legislature to
stop the FAC?

MR CLIZER So, a couple of different
things. Before | directly answer that question,
| want to clarify: when | was posing that

guestion, it's the FAC i ncentive nechani sm
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because there's a difference here between the

FAC and the actual incentive nechani sm conponent
of it. Now, you know, has the FAC been
successful? Well, if you approach it fromthe
standard of has it maintained or decreased the
vol atility of costs being flown before the
conpany, you know, fromthe conpany's
perspective, yeah, it probably has been
successful in that regard; but the incentive
encour agi ng the conpany to act prudently when it
conmes to acquiring fuel for making

pur chase- power decisions, that's what's not been
effective.

Now, to the neat of your question, though,
| have to caveat every thing |I'mgong to say,
obviously, with the fact |'mnot the OPC. That
woul d be Mark Poston upstairs, so | don't have
the authority to speak on his behalf, you know.
| m ght say sonething and he says, no, no,

M. Cdizer, that's not the position we're going
to take. We would have to examne that is the
short version. | nean, is having an FACin the
custoner's best interests? |'mnot sure.

don't know if |'ve delved deeply enough into

that, and, honestly, if we were to take this to
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hearing, that's sonething | probably woul d ask

you to ask of ny wi tnesses because | think they
woul d be better equipped to kind of nmake that
ki nd of heady policy decision.

So, | apol ogi ze for the nonanswer, but |I'm
standi ng here right now today, | don't know
that | would conpletely be able to commt to
that; and | certainly can't speak for
M. Poston, so | don't want to give the wong
I npression. |'msorry.

COW SSI ONER HOLSMAN:  But you -- but you
clearly in your presentation were saying the
i ncentive portion of the FAC is not successful.

MR. CLIZER Right, and, again, |'m not
asking that to change in the statute. |'m
asking the Conm ssion to change the incentive
that it has ordered; but, yes, it is very clear,
in nmy opinion, the incentive has failed to
achieve its objective. At least for Evergy
West - -

COW SSI ONER HOLSMAN:  Ckay.

MR CLIZER -- and | want to specify, you
know, we're only here about Evergy West.

COMM SSI ONER HOLSMAN:  You know we' ve

have -- we've have this sort of reoccurring
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macro theme or concern about West versus Metro.
You presented a graph that showed the net
results of purchases for Wst versus sales for
Metro. ldentifying that they're in the sane,
you know, parent conpany, that -- that was
basically decisions made in the territories that
lead to that. You gave a little history of
Aqui | a and how the FAC m ght have inpacted those
deci sions. And we've discussed in previous
cases how perhaps it would be beneficial for the
custoners that West and Metro were to
consol i date, had wi tnesses to discuss the
timng, how long that m ght take and the
difficulty in that, why it hasn't occurred yet,
and, you know, potential benefits and chall enges
of that consolidation occurring; but wouldn't it
be fair to say that the incentive portion of
this, you woul d not have the sanme grounds for
argunents for Metro that you' re making for West,
just as a function of it in itself?

MR. CLIZER  Yeah, as things stand right
this instance, no. Wat | nean by that is that
as of right this instant, | believe that Metro
currently had generation exceeding its need.

woul d encourage all the Conm ssioners to take a
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| ook at the conmments that the OPC filed in the

| RP dockets for both Evergy West and Evergy
Metro, because the sad state of affairs is
that's not expected to continue. Metro is
expected to fall below that |ine, too, and we
are hoping that the conpany is comng forward to
solutions to that as well.

A couple other of things that | kind of
were addressed to that; | want to flag to your
attention and, again, to the rest of the
Comm ssion's attention, one of the conponents
in the larger stipulation is actually
requesting the conpany to open a docket to
pursue consolidation. So, we're still
interested in that. If the Commssion is still
interested in that, we're hoping that is
sonet hi ng, you know, noving forward, we can get
to sone kind of agreenent on.

And | would also throw out there, and this
Is nmy personal opinion, | believe the change in
the incentive nmechani smfor Evergy West woul d
further encourage consolidation for the sinple
fact that if Evergy Metro is at 95/5 and Evergy
West isn't, then the conpany will have every

I ncentive to nerge Evergy West into Evergy
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Metro to reclaimthe 95/5. And that m ght have

been the point |I think you were driving at, but
' mnot going to speculate. So, did that
answer your question? | kind of junped around
alittle bit --

COW SSI ONER HOLSMAN:  Yes. No, no, |
think that, you know, that macro issue | think
needs to be discussed further here, which we've
done. | want to -- the last area of
conversation I'd like to have with you is, is
this idea of cost to capital. Wuld you agree
that oftentines investors are influenced by
perception and that the nmarket is, for better or
worse, all the graphs and math and statistics
that you can use to buttress a position, the
reality is is that investors and sharehol ders
and potential future investors are influenced by
t he perception of outcones? Wuld that be a
fair statement?

MR, CLIZER | nean, obviously, a |lot of
different investors are going to | ook at
different things. Sone investors, for exanple,
you have the chart anal ysts who just | ook at,
you know, what's the chart doing, to kind of

come to sone kind of idea of what they think the
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market is going to be. But there are definitely

i nvestors, and | concede this point readily, who
do kind of | ook at the perception of how things
are happeni ng. But because you brought the
subject up, I'd like to just for a nonent push
back on this notion that changi ng the FAC

I ncentive nmechanismis going to sonmehow cripple
the ability of this conpany to acquire capital.

Again, fromthe get-go, I'd like to
reiterate this point: we're not asking for a
change in the revenue requirenent. W are
expecting that the base rates that woul d have
been put in for fuel are going to be accurate;
and if they are accurate, the conpany isn't
goi ng to have these huge | osses fl ow t hrough
t he FAC.

In addition to that, the conpany stands to
potentially nake noney if it flows through the
FAC. | also want to reiterate this idea that
this conpany is in a position where it needs to
build, and building is how utilities make a
profit. You are in a position where you have
an excel l ent grounds for growth, and they can
point to this and, say, |ook, we have to start

grow ng as a result of this decision as
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justification for explaining why we shoul d

expect, you know, a higher return for investors
in the future.

So, you know, | disagree with this notion
that it is just going to absolutely cripple
Evergy's ability to generate --

COW SSI ONER HOLSVMAN:  Well, | think -- so
| don't want to debate the word "cripple" with
you, but if we -- if the Comm ssion and all
st akehol ders agree that the new generation is
going to be a part of a future solution, would
you agree that access to that capital and the
expense of that generation could largely be
predi cated on an investor's willingness to
provi de, you know, that capital, and that the
perception of, you know, the -- the incentive
could potentially affect that perception and
| ead to higher cost for the generation that we
per haps agree needs to happen?

MR, CLIZER It shouldn't have that
profound of an inpact. Evergy is not traded at
Evergy West-Evergy Metro level. [It's traded at
the parent conpany level. So, you're going to
be automatically going to be, you know, m xing

the two different subsets in order to determ ne
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i nvestors' likelihood -- in fact, it's

i nfluenced at the Kansas |evel, too, you know.
Evergy's largest recent dip in their stock
prices was predomnantly driven, if you go read
t he actual anal yst-investor reports,

predom nantly driven by the decision that they
made in Kansas. So, if you're sitting here and
you're telling, like, well we can't make a
determ nation here -- |ike what happens when
Kansas hands out a decision and their stock
drops and you have no ability to control over

t hat ?

Again, | don't think that this particul ar
decision is going to have as profound an i npact
as you suggest, given what | just explained --

COW SSI ONER HOLSMAN: Wl |, hol d on.

M. Cdizer, M. dizer? 1'masking questions;
| "' m not suggesting. The conpany is suggesting.

MR CLIZER  kay.

COW SSI ONER HOLSMAN: | ' m asking you to
verify, whether their suggestion is accurate in
your perspective.

MR. CLIZER M apologizes. | did not
nmean -- | nean, yeah, | see what you nean. No,

| mean, in ny opinion that's not going to --

888-893-3767 Lexitas operates in all 50 states and is licensed where required Nevada Registration #116F. LEXITAS
www.lexitaslegal.com California Firm Registration #179



© 00 N oo o b~ w N Pk

N N NN NN R R R R R R R R R
g A W N P O © W N O O M W N B O

Transcript of Proceedings October 03, 2024

COMM SSI ONER HOLSMAN:  The last -- the | ast
sort of, you know, dot on this | would be, let's
| ook at Wom ng. They're 80/20. What kind of
I nfl uence has -- has that incentive had on their
cost to capital? It is nore expense to generate
new power in Wom ng because of this incentive,
or does it have no inpact? | think that we --
we wll not be able to draw an exact
extrapol ati on, but we should be able to get sone
insight into -- help -- do we know how | ong
Wom ng has been at 80/ 207

MR CLIZER | don't know off the top of ny
head. | imagine that information can be gl eaned
fromStaff's filings, so, no.

COW SSI ONER HOLSMAN:  Wel I, | woul d j ust
suggest -- | would just suggest that we take a
peak at Wom ng's 80/20 and determine if that
has any inpact at all on the cost of capital,
because | think that what we have heard is that
even by m nute decisions that the Conmm ssion
makes, can and does inpact an investor's
wi I lingness and ability to provide the capital
necessary for this new generation that | think
we all do agree is necessary. So, that's

sonething that we don't to want gl oss over, and
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we want to make sure that we get that portion of
it, at least, fully discussed.

MR CLIZER I'mgoing to say this, and I'm
going to immedi ately hate nyself for saying
this, but to the extent that the Comm ssion
wants to bring that information in, your best
choice would be to ask the parties to late file
sonmething with regard to that specific issue,
potentially.

| don't want to, you know, danage the
existing settlenent. | don't want to cause
nore problens, but | hear what you' re saying; |
think that's a good idea. It's not in the
record as it stands currently. And that option
is available to you. | would stress caution,

t hough, on asking parties to present additional
information on this topic, but | definitely
hear what you're saying.

COW SSI ONER HOLSMAN: Al right. Wwell,

t hank you, M. Cizer, and thank you, Judge.

REGULATORY LAW JUDGE PRI DA N:  Conmm ssi oner
Hol sman, thank you. Any questions, Conm ssioner
Kol ksneyer ?

COW SSI ONER KOLKMEYER: No questi ons,

Judge. Thank you.
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REGULATORY LAW JUDGE PRIDA N  Thank you,
Comm ssi oner. Conmm ssioner Mtchell, any
gquestions?

COW SSI ONER M TCHELL: Thank you, Judge.
Just -- just a couple. And | do think that the
i ncentive nechanismreally has -- has had the
effect of disincentivizing construction of
new -- new capacity, especially for Wst; and
you nentioned in your presentation that the two
new CCNs were al ready baked into the |oad
forecast and that the | oad forecast still shows
the demand will outpace the ability to generate
It, so how much is that difference?

MR. CLIZER  So, other than just pointing

back to the graph, I'mnot sure that | cone up

| would strongly encourage you to exam ne the
testinony of Ms. Mantle, because she goes into
detail of that graph, as well as several others
that are identified in there that kind of
explain what those differences are. | would

al so, again, encourage you to review the IRP
that has been filed by Evergy West, which is
where that graph originates fromand you can

gi ve nore background there. As long as -- as
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with the nunerical value off the top of ny head.
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wel | as the comments that have been filed in
that case by OPC. | think Staff has filed
comments as well as any other intervenors. So,
sorry | can't give you an exact nunber off the
top of nmy head, but that's the places where you
woul d be best suited to find them

COW SSI ONER M TCHELL: Thank you. And,
also, I think -- | think that one possible
outcone is that the incentive nmechani sm may
i ncent (sic) the overstatenent of, you know, the
net base energy costs. So, | hope in our -- in
your negotiations and the stipulation that there
was a keen focus on what the -- what that
estimate was and trying to be as accurate as
possible in that estimate; and that's really not
a question, | guess, just an expression of ny
concern about it.

MR CLIZER Sir, sonetines things are said
that, boy, I'd love to cormment at |ength on
that, because what you just said is a
fascinating topic, and it's actually addressed
in testinony. | think both M. Ives on behalf
of Evergy and Ms. Mantles on behalf of the OPC,
have testinony alluding to concerns with

parties, I'mgoing to use the termthat was used
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in testinony, "manipul ating"” the base factor in

ways that benefit one or both parties.

| could go on at |ength about what you
just said, but I wll not for the sake of
everybody here.

MR. M TCHELL: Well, it's -- | nmean, it's
nmy hope that we have, you know, tightened that
nunber down just as nuch as possi bl e, because |
thi nk that has as big of an inpact on anything
we' re tal king about here, as does the split.
Thank you.

REGULATORY LAW JUDGE PRIDA N:  Conm ssi oner
Mtchell, thank you. Any further Bench
guestions? Chair Hahn?

CHAI RPERSON HAHN:  Sorry, as | got going, |
kept thinking of nore. Appreciate your
I ndul gence, M. dizer. W're talking about
Evergy M ssouri West, and it seens like to ne
where we are | ooking at this particul ar conpany
clearly in this case; but I"'mtrying to keep the
broader picture in mnd. And the broader
picture to ne is that perhaps that Evergy
M ssouri West is not unique, in fact, in being
short on capacity. And, so, whenever we're

tal ki ng about decisions from 2007 or 2018, |I'm
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trying to put those in context as how those

decisions would also relate to any other utility
and any other utility decision naker at the
time. | had al ready asked about 2007, but, now,
"' m going to ask about 2018, when Si bl ey was
retired.

Tell me about | oad growth and | oad growth
protections at the tine.

MR, CLIZER And that was the case where
can say authoritatively that, yes, Evergy
M ssouri West was expecting or experiencing | oad
growmh at that period of time. Now, |'m going
to caution this: the Sibley issue was heavily
litigated, and there are a nunber of strong
feelings on every side with regard to this.

| don't intend to rehash our position,
especially given that, you know, Evergy hasn't
had a chance to cone up and tell their side of
story on that; so, I'mgoing to -- |'m
cautious -- I'mtiptoeing around here because |
don't want to get into the weeds, if you'll
pardon ne on that. But to answer the direct
question, |oad growh was expandi ng at that
point in tine.

CHAIR HAHN: | just to keep that --
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wanted to know t hat because generally | oad

growh for that entire decade was flat. So, |I'm
trying to understand -- I'mjust trying to
understand the context. The other part, and
Comm ssioner Hol sman nentioned it a little bit,
but in your response to Conm ssioner Hol sman,
you had nentioned Evergy West in Evergy's credit
profile in the downgrade; and, particularly,

hi ghl i ghted the Kansas decision on that credit
profile. But | think there are several other
factors that went into that credit profile
downgrade, specifically the Evergy storm Uri
securitization appeal was al so noted in that
downgrade; and the regulator |ag and

unregul atory environnents in which the conpany
oper at es.

And, so, | think whenever we're nmaking
these decisions, | want to try to nmake sure
that we keep the broader picture in mnd.
They're going to be building a couple gas
plants; they're going to have capital. |If they
have to attract capital at a higher cost, that
will inpact rate payers. Do you view that
simlarly or differently?

MR CLIZER So, first of all, you know, |
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think a couple of reasonable m nds are going to

di sagree on what exactly is driving the cost of
that inpact. The report that | think I'm
referring to, if | renmenber correctly, was a
Bank of Anerica report, and | will absolutely
concede with you that the discussion of the
appeal or, rather, the delay in recovery of

W nter stormUi costs was a line in that;
however, the majority of the report focused
primarily on the inpact of Kansas. And we can
further expect that would be the primary cost
driver for the sinple reason that Ui was a
one-time cost. It was sonething, you know, that
hit their books, but then would have eventually
gone off. \Wereas in Kansas, what you had is a
decrease in ongoi ng costs, and the prinmary

t hi ng, you know, thing an analysis is going to

| ook at in determning the health of a conpany
IS what they're ongoi ng revenues versus expenses
are.

So, | appreciate, and | think, you know,
we're going to agree to disagree on what was
primarily driving that downgrade. | don't want
to get too into the weeds on that. At a high

| evel , would increasing costs or capital result
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in increases to customers? You know, if the

Comm ssion were to allow those increase of cost
of capitals to flow through in a higher ROR
then technically, yes.

But, again, | push back strenuously on the
argunent that is actually going to have that
results. | think that when you' re view ng
Evergy as a hole, the actual issue and the
conpany, the inpact this decision will have
wi Il be mninml conpared to other decisions for
ot her conponents and factors related to their
ability to sell thenselves in the market. |
al so, again, stress to you this idea that the
conpany is free to change its position, and the
Comm ssion is free to change its decision after
the fact.

We're just asking for the Conmm ssion to do
sonething to encourage the conpany to take a
di fferent approach in howits managi ng fuel and
pur chase power to solve this problemthat we
t hi nk has existed and persisted for well over a
decade. Does that answer your question?

CHAI RPERSON HAHN: | think | got, we view
it differently.

MR, CLIZER | think we view the very
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specific issue of why exactly investor analysts

may have downgraded Evergy differently, yes.

CHAI RPERSON HAHN:  Thank you.

REGULATORY LAW JUDGE PRIDG N:  Chai rman
Hahn, thank you. Any further Bench questions?
Al right, hearing none, M. Cizer, thank you
very much. |Is there anything further either
from counsel or fromthe Bench before we go off
t he record?

M5. VWH PPLE: Not for the conpany, thank
you.

REGULATORY LAWJUDGE PRIDA N:  Thank you.
And, again, | understand the parties plan on
filing a pleading, as | understand it, that wl|
sinply list the exhibits that they wish to have
admtted into the record rather than take that
up here; is that correct?

MR. PRINGLE: Yes, Judge. Thank you.

REGULATORY LAWJUDGE PRIDGAN. | w Il [ ook
forward to seeing that pleading, and anythi ng
further fromcounsel or fromthe Bench before we
go off the record? Al right --

COW SSI ONER M TCHELL: Not hi ng, Judge.

REGULATORY LAWJUDGE PRIDA N Al right,

t hank you very nmuch. Hearing nothing, that
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concludes this hearing. Thank you so nmuch. W
are off the record.
- (Wher eupon, the hearing adjourned at 10:48 a.m)
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|, Colin Wallis, in and for the State of
M ssouri do hereby certify that the w tness
whose testinony appears in the foregoing
Exam nati on Under Gath was duly sworn by ne;
that the testinony of the said wtness was
taken by ne to the best of ny ability and
thereafter reduced to typewiting under ny

direction; that | am neither counsel for,

related to, nor enployed by any of the parties

to the action in which this exam nati on was

taken, and further that | amnot rel ative or

enpl oyee of any attorney or counsel enployed by

the parties thereto, nor financially or
otherwi se interested in the outcone of the

acti on.

within and for the State of M ssouri
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