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The fol |l ow ng proceeding was transcribed froman audio file

as fol |l ows:
ok £ % % %

JUDGE HATCHER: Let's go ahead and start the
hearing. Before | go on the record, | just want to nake a
qui ck announcenent. Again, for all the counsel in the room

-and |I'Il nake this, again, on the record -- we do not
have a live or on-Wbex court reporter today. W're stil
wor king on getting one for tomorrow, but that also does not
| ook positive.

W will have a live court reporter, Ms. Bench
next week. W, the Conm ssion, are making two recordings
of today and tomorrow, and we will be then transcribing
those. W are aware of sone of the technical issues that
we had with yesterday's opening statenents and also with
the -- is it the securitization case? | think so. So we
have worked to correct those, and we'll, obviously, all be
| ooking at the transcripts for today and tonorrow. There
are provision in the Conmssion's rules for correcting the
transcripts. But just to give everyone the heads up.

That said, |'mreally sorry. |'mprobably going
to have to interrupt everybody today to rem nd everyone to
talk slowly and into a mcrophone. So with that, let's go
on the record.

Today is September 1, 2022, and the Conm ssion
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has set this time aside to continue the hearing and the

Evergy Metro and Evergy West general rate cases. | wll|
only read the case nunbers, as this is a continuation of
yesterday's hearing. And that is File Nunber ER-2022-0129
and that is related to Evergy Metro Incorporated. And File
Nunber ER-2022-0130. And that is related to Evergy

M ssouri West | ncor porat ed.

For the record, Conm ssioner Coleman is on the
WebEx, as is our Chairman Ryan Silvey. And that is Mida
Col eman, Ma-i-d-a. And Silvey is Si-l-v-e-y.

Let's get to the couple prelimnary matters.
|"ve already informed everyone in the roomand on WbEx, we
do not have a court reporter today. We will all be making
a conscious effort to talk slowy and into the mcrophone
as the court reporter will be transcribing this later.

Al'so, the presiding officer was notified of M.
Cloutier's (phonetic) needed absence today, and that has
been excused.

Let's go to introduction of parties. W already
have everyone's address, so to make this a little easier
for our future court reporter, let's just to do conpanies
and nanes today.

Let's go for Evergy Metro.

MR, STEINER.  Judge, appearing for Evergy Metro
and Evergy West, Roger Steiner, Jackie Wipple, Karl
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Zobrist, JimFisher.

JUDGE HATCHER:  Thank you, sir.

And for staff.

MS. MERS. Appearing on behalf of staff, N cole
Mer s.

JUDGE HATCHER  Thank you.

And for OPC,
MR CLIZER: John O zer.
JUDGE HATCHER:  Excused, but 1'Il call just in

case, Charge Point.

And Googl e.

MECG

MR OPITZ. TimOpitz for MECG

JUDGE HATCHER: Excused but I'Il call anyway,
M EC.

Renew M ssouri .

M5. GREENWALD: Alissa Geenwal d for Renew
M ssouri .

JUDGE HATCHER:  Thank you.

And excused, I'll call anyway, Sierra C ub.

And then our four parties that are interveners
into the Evergy Mssouri West case, and that is the file
nunber that ends in 0130. Excused, but ['Il call Cty of
St. Joseph.

Dogwood Ener gy.
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Nucor Steel.

MR, ELLINGER  Marc Ellinger for Nucor Steel.

JUDCE HATCHER: Vel vet Tech Servi ces.

M5. BELL: Stephanie Bell for Velvet Tech.

JUDGE HATCHER: Thank you all. That wll take
care of our introductions. And as | understand it --

COW SSI ONER HOLSMAN:  Judge - -

JUDCE HATCHER:  Yes, Conmi ssioner Hol sman.

COW SSI ONER HOLSMAN:  Just wanted to et you
know that |'ve joined. Thank you.

JUDGE HATCHER: Thank you. | appreciate that,
Conmi ssi oner Hol sman. | do expect the other comm ssioners
will be joining us later as well.

Let's go to our mni opening statenents. And we
wll start off with Evergy.

EVERGY OPENI NG STATEMENT
MR ZOBRI ST: Good norning, Judge.
May it please the Conmssion. Karl, K-a-r-I,
Zobrist, Z-o-b-r-i-s-t. |'lIl be giving the mni opening
statenent in regard to the Sibley issues. | believe it's
section two of the Conmi ssion's order.

The three power plants at the Sibley CGenerating

Station were built in the 1960s by Mssouri Public Service
Conpany, the predecessor of Evergy Mssouri West. They

were all coal fired units originally designed to burn high
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sul fur mdwestern coal. Unit 1, at 48 negawatts, was built

in 1960 and was retired in 2017. Its retirement is not an
issue in this case. Unit 2, at 51 negawatts, was built in
1962 and began service in that year. Unit 3, at 364
megawatts, was built in 1969 and began service in that
year.

The issue today is whether the retirenent of unit
3 in 2018, along with the smaller unit 2 and the bal ance of
the Sibley station was prudent. Gven the many factors
that were involved in that decision, the conpany believes
that it was. Staff has not disagreed. Only public counse
has filed testinony alleging inprudence.

Your decision on this issue requires some
under st andi ng of what got us to this point, so a short
history (audio cuts out). In the late 1980s and the early
1990s, in response to increasing environnental regulation
and the price of coal, the Sibley station and these units
underwent substantial |ife extension neasures and a coal
conversion project that would permt themto burn | ow
sul fur, low ash Wom ng Power River basin coal. These
changes are wel |l documented in the Conm ssion's decisions
in two nmajor MO PUB proceedings. Case Number ER90-101,
deci ded Cctober 5, 1990. And Case Nunber EO 91- 358,
deci ded December 20, 1991.

As these plants moved into the 21st Century, it
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becane clear that they woul d face nore chall enges (audio

cuts out) regarding nitrogen oxide, mercury, ozone, and
other emssions. |In addition, after FERC -- and that's F-
E-R-C -- SVS Seminole Order 888 in 1996 and Order 2000
access to the transmssion grid was opened and whol esal e
electricity markets were formed. These allowed utilities
to sell and buy power at market-based rates that would
benefit the utilities as well as their custoners. Evergy
M ssouri West and Every M ssouri Metro belong to Sout hwest
Power Pool and participate in its conpetitive markets as
you have authorized themto do.

More significant was the recognition that carbon
em ssions, at long last, were having a negative effect on
the environment and that something needed to be done.
Wii | e studying these devel opnents, the conpany made
necessary environmental upgrades to Sibley in 2008 and
2009, which caused its depreciable Iife on paper to extend
to 2040. However, in the context of these national trends,
the way that electric utilities in Mssouri and across the
country did business began to change dramatically. Wth
t he advent of renewable energy resources, prinmarily w nd
generation and solar generation, utilities began to retire
their old coal plants in record nunbers.

As Evergy's vice president of regulatory affairs,

Darrin, D-a-r-r-i-n, lves, |-v-e-s, describes in his
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rebuttal testinony 10 years ago in 2012, the conpany's

i ntegrated resource plan showed the units 1 and 2 should be
retired in 2017 as part of its preferred plan. The conpany
was then known as KCP&L Greater M ssouri Operations
Conpany, which I'Il refer to as GMO. In 2015, GVO publicly
announced the Sibley 1 and 2 woul d stop burning coal by the
end of 2019. Although, as | nentioned, operational issues
woul d cause Sibley 1, except for its boiler, to close in
2017.

So that brings us to the 2017 annual update of
the company's integrated resource plan, or IRP. 2017 is
the critical date for the Conm ssion to focus on as it
anal yzes whether the decision to retire Sibley in November
2018 was prudent.

On June 1, 2017, GO filed its annual updated of
the IRP with the Commission. It showed that Sibley 3, as
well as unit 2, should be retired at |east by 2019.

Because all the nodel ed scenarios, including three |evels
of natural gas prices, three levels of load growth, and two
| evel s of carbon pricing, showed that retiring Sibley would
save customers approximately $220 mllion on an expect
val ue basis. Both M. Ives and Evergy's vice president of
strategy and long-term planning, Kayla, K-a-y-I-a,
Messamore, Me-s-s-a-mo-r-e, discuss this in their

rebuttal testinony.
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G ven the clear results of the 2017 | RP annual

update, as well as Sibley's performance in the SPP energy
mar kets, the company announced in June 2017 that Sibley 3
and 2 woul d be retired by December 31, 2018.

Now, in the fall of 2018, events occurred that
governed this case. That was the conpany's plan to retire
Sibley 3 at the end of 2018 until it was forced offline by
a turbine vibration on Septenber 5, 2018. The conpany made
the required EFIS filings with the Comm ssion on Septenber
6th and September 12 regarding this event. An
I nvestigation of the turbine vibration and the danage it
caused concluded that it would cost $2.21 million to repair
unit 3. Because it was already scheduled to be retired by
the end of the 2018, the conpany decided to retire unit 3
and the rest of Sibley on Novenmber 13, 2018.

Now, at that time, as Chairman Silvey and
Commi ssi ons Col eman and Rupp will recall, the Ofice of the
Public Counsel and MECG filed a petitioner for an
accounting order at the end of Decenber 2018. And they
asked the Commission to find, first, that the retirenent of
Sibley was an extraordinary event under the accounting
rul es of the FERC Uniform System of Accounts that the
Conm ssion follows. And secondly, to issue an accounting
authority order, an AAQ, that established a (audio cuts

out) to record A: the revenue collected in rates for the
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return on Sibley Plant investnents and B: it's non-fue

operations and mai ntenance costs and other costs. That was
an accounting case; it was not a prudence case.

Pursuant to the Conm ssion's decision in Cctober
2019 in that matter, the conpany established an AAO and
accounted for the Sibley revenues and costs in a regulatory
liability. And in this case, the conpany has advised that
the regulatory liability now consists of two elenents. $39
mllion in non-fuel O8M expenses -- M. Klote discusses
this in his surrebuttal testimny. And $49.5 mllion in
revenues.

The conpany proposes that the $39 mllion shoul d
be anortized and returned to customers over 4 years. These
are what we call the M costs. This matches the four-year
period over which the revenues were collected in the AAO
accounts. However, it's Evergy's position that the $49.5
mllion in return on investnent should not be subjected to
the sane refund as the deferred O&M costs given that the
conpany net the criteria of the prudent standard when it
retired Sibley in 2018.

Your decision in the AAO case has no bearing on
whet her the conpany's decision to retire Sibley was
prudent. As the report and order in that case stated at
pages 13 and 14, GVD chose to close the Sibley units and

the prudence of that decision is not an issue in this case.

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ _ ) Page 104
The question of prudence will be addressed in a future

general rate case. That is this proceeding where the
prudence of the Sibley retirement decision is to be
deci ded.

The Conmi ssion's review of the facts must include
not only the 2017 IRP annual update and its assessnent that
customers woul d save $220 mllion on an expected val ue
basis, but also the operational and econom c performance of
Sibley. As Ms. Messanore's rebuttal testinony stated,
"Sibley was in no way profitable." There were nonths when
Sibley's energy revenues did not even cover its fuel costs,
and that is wthout regard to its O&M costs and its capital
costs.

In 2018, when Sibley was retired, its energy
revenues were $26 mllion. |Its fuel costs were $23
mllion, and its non-fuel O&M costs were $29 million. That
was a net loss of $26 mllion. And that was al so before
any of its capital costs were considered. |n Novenber
2017, when Evergy met with staff to discuss the conpany's
capacity planning, Sibley had revenue nmargins of $5 mllion
year to date conpared with O%M costs of $28 mllion per
year.

Sibley's margins over the three-year period of
2015 through 2017 were only about $4 nmillion, but the

conpany's forecasts showed that to keep the plant running,
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It would take future capital investnent over the next four

years, 2018 to 2021, of $54 million and O8M costs of $111
mllion. That's a total of $165 mllion.

Gven Sibley's unprofitability as an old coa
plant, its operational record, the cost to repair the
turbine at unit 3, and Evergy's commtment to renewabl e
resources and a cleaner environnent, the conpany's decision
toretire Sibley in 2018 was prudent. It was al so
consistent with national (audio cuts out) across the United
States had been and were continuing to retire coal plants.

Larry Kennedy, a utility asset and depreciation
expert, with Concentric Energy Advisors, has provided
testinony that confirns this. And particularly, he notes
that sinply because Sibley had a depreciable |ife extending
to 2040 doesn't nean that the decision to retire was
i nprudent in light of other facts. The prudent standard is
I nportant in this case.

That is the test that the Conm ssion has applied
for many years to determne whether utilities' decisions
were prudent, and it is a sinple and straightforward test.
It asks was the conpany's conduct reasonable at the time
under all the circunstances, considering the conpany had to
solve its problens prospectively rather than in hindsight.
That's the test that the Conm ssion established in the

Union Electrical Callaway Nuclear Plant back in 1985. And
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by not using hindsight and by not considering events that

occurred after the retirenent decision, the Comm ssion does
not place a utility in the inpossible position of having to
foresee the future and anticipate unusual and anomal ous
events.

For exanple, in deciding whether the conmpany's
decision to retire Sibley in November 2018 was prudent, the
conpany does not consider what happened over two years
| ater in February 2021 when Wnter Storm Uri struck the
Mdwest. Simlarly, we don't consider the effect of the
Russi an invasion of Ukraine on the price of natural gas or
other fuels, and we don't consider the fact that (audio
cuts out) are now di scussing whether to pay through
reliability must run contracts to keep old coal plants
online. W don't consider those factors. As Concentric's
John Reed testifies (audio cuts out), "The retirenent of
Sibley was consistent with Evergy Mssouri West's resource
pl anning and was prudent by any reasonabl e application of
the prudence standard."

Let me now go to the cost recovery and
depreciation issues. Because the retirement was prudent,
the conpany is entitled to the recovery of the
undepreci ated plant bal ance associated with Sibley, as well
as entitled to earn a return on that investment. Evergy

M ssouri West should also be allowed to recover and earn a
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return on the prudent deconm ssioning and dismantling costs

of the Sibley plant which served custoners for al most 60
years.

John Spanos, president of Gannett Flem ng, and a
national ly recogni zed depreciation expert has presented
testimny on these issues, as had M. Kennedy. So the
three points that | want to discuss in the context of these
i ssues: first, net book value. There's some di sagreenent
over the exact figures regarding the recovery of the net
book value of the Sibley plant. M. Spanos reconmends a
net book value of $145.6 mllion for Sibley based upon
historical recovery patterns of the plant while it was in
service. This figure was cal cul ated as of June 30, 2018,
based on the known |ife paraneters of Sibley, not through
mass plant accounting or all generating facilities as has
been done in the past. Staff accepts this $145.6 mllion
net book value figure.

MECG and public counsel have argued for a higher
net (audio cuts out) plant balance of $300 mllion based on
(audi o cuts out) devel oped using this sinple allocated
reserve met hodol ogy historically used in the conpany's
pl ant accounting system Evergy had informed the parties
for years, including in the 2018 rate case, that except for
the relatively new (indiscernible) two unit, the conpany's

accounting systemdid not maintain generation reserves on a
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unit or location basis other than by a sinple allocation

process.
However, during the [ast depreciation study that
was performed in Case Nunber ER2016-0156, that we'll refer
to as the 2014 depreciation study, the approved
depreciation rates were based on the |ifespan approach and
the remaining |ife methodol ogy. Once the lifespan and the
remaining life methods were approved by the Conmi ssion, the
devel opnent of depreciation rates at the local and unit
| evel were cal cul ated based on these key paraneters for
establishing the appropriate accumul ated depreciation by
| ocation and by plant. Therefore, the June 30, 2018,
devel opment of net book value for Sibley, and for other
| ocations was calculated in the sanme manner with the
appropriate life parameters known at that tine.
Consequently, the depreciation rates by unit or
| ocation devel oped in 2018 by M. Spanos and his firmwere
a continuation of the methodol ogy used in Case Number
ER2016- 0156, with the nore accurate historical paraneters
by location. M. Spanos has reflected the appropriate unit
and location reserves in his 2022 depreciation study in
this case. And he will describe why his approach to
develop unit and |ocation reserves is appropriate. H's
study supports the $145.6 nillion net book val ue for

Sibley, neaning its net (audio cuts out) recovered plant
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bal ance.

Point two, the staff offset. Staff proposes to
of fset the net book value of Sibley by two items. First,
deferred depreciation expense, and second, the regulatory
liabilities recorded for the non-fuel O&M expense -- that's
the $39 nillion. And Sibley rate-based returns recover
their rates. FEvergy agrees with staff's offset of the
deferred depreciation expense, and Evergy agrees with staff
that the $39 mllion regulatory liability, or non-fuel O8M
expense be anortized and returned to customers over four
years.

However, Evergy disagrees with the offset of the
$49.5 million regulatory liability. Because the
undepr eci at ed book bal ances were prudently incurred as the
decision to retire Sibley was prudent, given that it was no
| onger econom c. And because the (audio cuts out) invested
in Sibley were nade on behal f of customers, Evergy M ssouri
West is entitled to earn a return on those prudently
I ncurred investments.

So in sunmary, the $145.6 mllion net book val ue
as of June 30, 2018, which was determ ned by M. Spanos,
reflects the nost appropriate calculation of the net book
val ue associated with the Sibley assets, which Evergy
M ssouri West should be able to recover, and on which it

shoul d be able to earn a return during the recovery period
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of 20 years.

Point three, dismantlenent costs. The conpany
incurred approximately $37 mllion to conmm ssion and
dismantle the Sibley station, which has been conpleted.
These costs have been recorded to the steam production
reserve accounts pursuant to the FERC uniform system of
accounting requirements and are (audio cuts out) included
by the conmpany and staff in rate base. The recovery of
t hese costs fromcustomers through their being included in
rate base and through prospective depreciation rates is
reasonabl e and necessary given that the Conm ssion has
historically approved and continues to approve depreciation
rates that do not include recovery for termnal net salvage
val ue.

Publ i c counsel and MECG woul d have the Conm ssion
provide no return to Evergy on these expended costs. That
woul d be both unjust and unreasonabl e as these costs have
not been provided for in depreciation rates and reflect the
prudent and necessary costs of dismantling the Sibley
station. The conpany urges the Conm ssion to accept the
figures of M. Spanos and his conprehensive depreciation
study for Evergy Mssouri West and to inquire of him
regardi ng any questions that it nmay have.

M. Kennedy from Concentric, as well as Evergy's

Darrin lves and Kayla Messanmore will be here and avail able
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to answer questions that you may have.

Finally, a word about gam ng. The evidence in
this case shows that Evergy faced a variety of issues
regarding Sibley and that it nmade its decisions based upon
a review of the facts which existed at the time that these
deci sions were made. Those decisions relied upon the sound
j udgenment of engineering, operational, financial, and
regul atory professionals at the conpany. They also relied
on highly qualified outside experts on depreciation, |ike
M. Spanos.

A fair reading of all of the facts shows that far
frompursuing a devious plan to game the system the
conpany nade decisions that bal anced the interests of
Evergy's custoners and Evergy's investors over the |ong
term Al nost 60 years in the case of the Sibley Generating
Station. Any suggestion to the contrary is rooted in pure
polemcs and is a distraction fromthe conplicated issues
that the Commi ssion nust decide in this case.

Thank you, Judge.

JUDCE HATCHER: Thank you.

Are there any Comm ssion questions for
M. Zobrist?

And |'d also like to state for the record, we are
j oi ned by Conmm ssioner Kol kmeyer, and that brings ny total,

I f I amcorrect, to four of our conmssioners thus far. W
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have Chairnman Ryan Silvey, Conm ssioner Mida Col eman,

Conm ssi oner Jason Hol sman, and Conmi ssioner G en Kol krreyer
on the line.

Thank you, M. Zobrist.

W'll nove on --

COWM SSI ONER RUPP:  Hey, Judge. Conm ssioner
Rupp here, as well. | don't have any questions.

JUDGE HATCHER: Thank you, Conmi ssioner Rupp. |
appreciate your letting us know.

Let's nove on to staff's opening statement. And
pl ease remenber, state your name first and speak slowy
into the mcrophone. Thank you.

STAFF OPENI NG STATEMENT

M5. MERS. M nane is Nicole Mers and | represent
the staff. Good norning, may it please the Conm ssion.
Gven the court reporter issues we're having, |'mgoing to
keep this brief, but | amavailable for any questions that
may cone up. And Keith Majors and Cedric Cunigan will also
be here on behalf of the staff to answer questions.

As you heard from M. Kevin Thonpson yesterday,
staff is a neutral party in Conm ssion proceedings. Staff
does not advocate for the conpany, nor does staff represent
ratepayers. Staff does not develop positions with a
specific outconme in mnd, and it does not back into

evidence to come to a particular result. Staff audits,
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anal yzes, and reviews information provided by the utility

parties and staff wtnesses use their expertise and
training to apply techniques and procedures to arrive at a
concl usi on based on the evidence in the record.

Staff's position on Sibley highlights this.

Staff occupies a CGol dilocks spot between the Conpany, OPC,
and MECG  Staff reconmends a value of 145.6 mllion of
unrecovered investment for Sibley. (Audio cuts out) should
offset regulatory liabilities that were approved in the

| ast rate case which was (audio cuts out) and the EC2019-
0200 case that resulted in the AAO. Therefore, a value of
39 mllion updated for (audio cuts out) adjustnents and
that was related to | abor and non-|abor operations and

mai nt enance expense. And that should be used to offset the
145 mllion unrecovered investnent.

Staff also recommends that Evergy share in the
risk of retiring Sibley early with custoners by allow ng
return of but not return on Sibley. Sibley is no |onger
used and useful, and in this recommendation, staff is not
penal i zing Evergy by recomending no return, but we're
sinply recogni zing the undeni able fact that Sibley is not
providing any benefits to custoners and that all new
repl acenent generation costs woul d be borne by ratepayers.
Therefore, a sharing of unrecovered Sibley investnent is

equi t abl e.
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This sharing can be acconplished in two ways.

First, the Conm ssion could offset the regulatory asset by
49.5 mllion of rate of return that was deferred in the
conpl aint case. O the Conm ssion could choose not to

I nclude the net book value of Sibley in rate base. If they
choose this approach, the Comm ssion shoul d consi der not
Including then the 49.5 mllion of return in that rate that
was a regulatory liability set in the conplaint case.

Finally, the last step for calculating the
appropriate about of Sibley investment to return in
recovering rates woul d be including deconm ssioning costs
of 37.5 mllion. These costs should be added to the net
book val ue determ ned by the Conm ssion and then al so
shoul d be renoved fromrate base.

So when you put all of these steps together, this
results in staff's reconmendation of an anortization of the
residual regulatory asset of 6.1 mllion and the costs of
service over 5 years.

Now, you'll hear about the different val ues that
parties are presenting in this case. This disagreenment
between staff and the other parties results fromthe
differences in calculating the net book value of Sibley.

Al'l parties present different values for this amount. This
Is partly due to the difficulty in calculating net book

value as there is no stated anount included (audio cuts
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out) run fromprior rate cases that gives the exact val ue

for Sibley.

This was al so an issue in the EC2019- 0200 case
where no definitive net book val ue was decided at the tine.
If the Conm ssion approves the global partial stipulation,
cal cul ations such as this will be easier going forward as
the conmpany has agreed to record and track depreciation
reserve for generating facilities on an individual unit and
| ocation basis going forward.

However, in this case, the Conm ssion still has
to determne the val ue based on what evidence the parties
presented. Staff's $145.6 mllion figure results from
wi tnesses Keith Major's audit of expenses and rate base
related to Sibley and Cedric Cunigan evaluation of the
appropriate depreciation rates. Staff's ultinate
reconmendation of 6.1 mllion is the only one that
recogni zes Sibley is a plant that was built in 1960, so has
been in service and depreciating since then. But that
plant no | onger provides any benefits for ratepayer. Both
wi tnesses, as | nentioned earlier, will be taking the stand
|ater to explain and can answer any questions.

In this case, Evergy is the only party requesting
the return on the investnent. Both MECG OPC, and staff
oppose this request. A plant that is not used and usef ul

shoul d not earn a return. Doing so violates |ongstanding
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Conm ssion and general regulatory practice, as well as

393. 135.

Thank you, and |I'mavailable for any questions
you may have.

JUDGE HATCHER: Thank you, Ms. Mers.

Are there any Comm ssioner questions?

(No response)

Hearing none, we'll nmove on. Qur next opening
statenent is MECG

| think it was cross-examthat we changed the
order, but | have not changed the order on opening
statements.

MR OPITZ:. Fine with ne. Thank you, Your Honor.

JUDGE HATCHER: (Ckay. Let's go ahead,
M. OQpitz. And slowy and into the m crophone for our
future court reporter.

MECG OPENI NG STATEMENT

MR OPITZ: Thank you, Your Honor. TimOQpitz, O
p-i-t-z, on behalf of the Mdwest Energy Consumers G oup.
| just want to say before | begin that | heard that the net
book value was not included in the accounting schedul es of
the last case for Sibley, and | disagree with that. |
think Geg Meyer's testinony shows where it was included,
and | think that the Conm ssions staff's witness, M.

Majors, has testified that that value was included in the
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| ast rate case.

Next slide, please.

Next slide, please.

This is background on Sibley. Basically, it was
retired. Formally, after the true update of Evergy's |ast
rate case, but before rates becane effective in that case.
Essentially, that nmeans rates fromthat case (audio cuts
out) revenues, costs, and investnents as of a true update
of June 30, 2018. Since Sibley units 2 and 3 were formally
retired after that date, Evergy's current rates include the
costs, revenues, and investment associated with the Sibley
units.

Next slide.

Because that retirenent happened, MECG and OPC
sought a conplaint EC2019-0200. And they sought an AAO for
the capital and operating costs that were included in
Evergy's rates for the Sibley units based on the principle
that a utility should not earn a return on a plant that is
not used and useful or benefiting customers in any way.

The Conm ssion granted that AAO and in our view, was very
cl ear about what the amount of that AAO shoul d be.

Next slide, please.

This is an excerpt fromthat report and order
"KCP&L Greater Mssouri Qperations Conmpany shall record as

aregularly liability in Account 254 the revenue and the
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return on the Sibley unit investnents collected in rates

for the non-fuel operations and maintenance costs, taxes,

i ncl uding accunul ated deferred incone taxes, and all other
costs associated with Sibley units 1, 2, 3, and conmon
plant."

MECG s witness, Meyer, his direct testinony,
rebuttal, and surrebuttal reflect that our position is just
that, consistent with that order. Wat he did was he
referred to the staff's accountings schedules fromthe |ast
rate case ER2018-0146 to find the undepreciated bal ance for
the Sibley units because that was what was used to devel op
rates.

Next slide, please.

That value is approxinmately $300 million. This
I's shown fromthat 2018 case to reflect both the staff's
and the conpany's true-up accounting schedul es that was
used to set rates. Wen Geg Meyer updates that reserve
fromthe time of that case up through the effective date of
rate, expected effective date of rates in this case, that's
where he gets his balance of $254 nillion.

Next slide, please.

Inits rebuttal testinony, the staff recognized
that that was an appropriate value. Wtness Myjor said, "I
can conclude that the NBV of 300 mllion is the anount upon

whi ch the AAO return on deferrals should be cal cul ated as
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that anount was the basis of the rate of return and

depreciation calculation."”

|"mnot sure if staff can calculate that as what
Isinrates, howtheir position of 145 unrecovered
I nvestment is consistent with that Conm ssion's order.

Next slide, please.

The conpany's testinmony, as counsel for the
conpany pointed out, is offered by w tness John Spanos.
And he, in his surrebuttal testinmony and direct testinony,
clearly states that the Conm ssion shoul d approve the
recovery related to Sibley presented in their depreciation
study as of June 30, 2021.

A coupl e notes about that. That cal cul ation was
done after the fact when rates were set. It was done in
response to -- it's ny belief it was done in response to
the conpl aint brought by OPC and MECG  Conmi ssion, in that
(audio cuts out), you did the right thing. You said that
the plant was not being used for customers. You saw that
It was retired after the rates were set. And you said
create a regulatory liability for it based on what's in
rates. MECG s figures are based on what's in rates. The
staff agreed. The conpany, on the other hand, says, "Rely
on this new study, and not on what's in rates."

Next slide, please.

And the inpact of adopting the conpany's
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position, Commission, is that it permts the conpany to

earn a return on plant that is not used and useful or
benefitting custoners in any way. MEC s position is that
it"'s wong. | think that there is a |egal reason to
believe that that would be a illegal order if the

Conmi ssion were to permt the conpany to earn a return on
that. |'mhappy to address that further in briefing.

Wth that, |I'mhappy to answer any questions and
woul d ask the Commission if anything is unclear, that Geg
Meyer is available today to answer the specific accounting
details or any questions about that.

JUDGE HATCHER: Excellent. Thank you,

M. Opitz.

Are there any Conm ssioner questions for
M. Quitz?

(No response)

Hearing none, we wll nove on in opening
statenents. And | may need to pause here and | ook around
the room Are there any other parties intending a mni
openi ng statement regarding Sibley?

(No response)

Any ot hers?

UNI DENTI FI ED SPEAKER:  No, Judge.

JUDCE HATCHER: All right. Let's go to the

Ofice of the Public Counsel. And as | rem nded everyone,
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pl ease speak slowy for our future court reporter and into

the mcrophone. Thank you, sir. Please go ahead.

MR CLIZER | will endeavor to go nuch sl ower
than yesterday. So may it please the Conm ssion.

The fun part about going last is that, you know,
you get to hear everybody else's openings. So this nice
little script that | wote up yesterday, | immediately have
to go off script for just a nmonent. Because | want to
address something before we really get into the meat of it.
Wiich is we shouldn't be here on this issue. W should not
be sitting in this courtroomtoday discussing this issue.
Because Sibley should have been dealt with in the |ast
Evergy rate case.

W, at the time, OPC, had strenuously argued that
It be dealt with in the last rate case. And the only
reason we're here is because Evergy, particularly the
testinony of M. Darrin lves, said, "lIt's not certain that
we're going to shut down Sibley." So everything you heard
fromcounsel from Evergy about how absolutely certain,
pl anned out the conpany's retirenent was, Evergy was
telling you the exact opposite story in the |ast rate case.
And if we had dealt with Evergy, Sibley, inthe |ast rate
case, if we had dealt with it when we shoul d have, nothing
that we discuss today woul d be relevant.

But you can't fix the past, so we nove on. W're
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here today and there are four effective options in front of

you that have been proposed for Sibley. You have the
conpany, staff, MECG and OPC. |'Ill start briefly with the
conpany.

Evergy is asking to earn a return on the Sibley
investment. This is contrary to Mssouri law. This
Conm ssion, in the recent Enpire Financing case, recognized
that earning a return on a plant that is not used and
useful is contrary to Mssouri law. That is all |'m going
to say on that matter for now | wll address the rest in
briefing. The sinple answer is that it doesn't matter
whether it was prudent or not, the conpany shoul d be
earning a return on Sibley.

Moving on to the OPC s position. Apologies. W
are the only party who is questioning the prudence of
shutting down Sibley. | don't intend to belabor this point
for very long. Sibley was the |argest generation that
Evergy West had. |t made up al nost 25 percent -- | Dbelieve
more than 25 percent of the conpany's (audio cuts out).

The conpany has not nade any real plans to replace Sibley
after shutting it down. |Instead, they are just buying al
their energy off the market. The result is that their

custoners are now at risk because of market fluctuations.
It doesn't matter whether it's a war in the Wkraine, or a

storm the sinple fact is, they have put their customers at
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consi derable risk of those fluctuations by not replacing

the Sibley Generation. That is the essential facet for why
we argue it was inprudent to shut down Sibley.

W al so point out that, yes, it was retired 22
years early, and that the conpany had sunk hundreds of
mllions of dollars into extending its life, and we figure
those are other good reasons why it is inprudence.

Like | said, | don't want to bel abor this point
too awmfully nuch. However | do want to briefly address one
thing (audio cuts out). The correct interpretation of
whet her or not something of hindsight is to ask this: what
did the conmpany know at the point in time when the decision
was made? OPC has vehement|y expressed our position on
Si bl ey and the danger of shutting down Sibley early at
every avail able opportunity. W explained it to the
Commi ssion and to the conpany when the retirenent was first
announced. W explained it in the last rate case when
there was the threat that it would be retired. And we have
continued to explain it moving forward.

The Commi ssion may di sagree with our analysis
that it was inprudence. But to suggest that this is
hindsight is to create a truly inpossible standard for the
OPC to naster. W have explained our concerns at every
avail abl e opportunity before, during, and after the

decision was made. That's all | want to say on hindsight.
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Let's nove on. Let's assume that the Conmm ssion

determnes that it was prudent to shut down Sibley. Fine.
That really | eaves two competing options, staff and MECG
Both parties are asking the Comm ssion to anortize the
remai ni ng net book val ue of the Sibley investnent.

There are a nunber of key differences that need
to be considered, as you' ve already heard. And the nost
i nportant one, in my opinion, is the starting point. Wat
Is the net book value? MECG -- and the OPC supports this -
- wants to start where the Conmission left off in the |ast
rate case. Even though the rate case was bl ack boxed, the
conpany's work papers and staff's filed true-up accounting
schedul es identically stated that the net book val ue was
$300 million. That is what the conpany said, that is what
staff said. That is what the rates were based off of.
That is what customers ended up paying on. That is the
correct starting point. It is what the Comm ssion ordered
in the conplaint case. So why the confusion?

Vel |, during the conplaint case, as you' ve
al ready heard, Evergy presented testinony that tried to
shift the accumul ative depreciation reserves anong its
steamgenerating facilities. As a side note, the reason
that Evergy is able to do this is because it has been
booking its plants on an individual basis but allowing its

depreciation reserves to accunulate in a shared pool.
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(Audio cuts out) conponent in the stipulation presented by

the parties that's nmeant to address this moving forward, so
we can stop this problemin the future. \Wich is another
reason why the Conm ssion shoul d approve that stipulation.
But as | said, you can't fix the past.

So Evergy hired a depreciation expert to perform
a theoretical reserve calculation to nove depreciation
reserve that had previously been applied to other
generating facilities Sibley. That cut the next plant
bal ance of Sibley down to 145 mllion, roughly. | want to
stress this. The Conm ssion never approved that
cal culation during the conplaint case. The Conmm ssion made
no determ nation what the correct net book value of Sibley
was at that time. Yet, staff has decided to accept the
conpany's nunbers, regardless. And that is where the big
difference between the parties exists. On the one hand,
you have MECG and OPC who say to use what staff and the
conpany agreed to in the last rate case when rates were
set. And on the other hand, you have staff and the conpany
who want to use an unapproved theoretical calculation from
t he conpl ai nt case.

So what's the problemw th using that theoretica
cal culation? Wll, the answer comes fromthe fact that the
conpany can't just add depreciation reserve. The

depreciation reserve has to come fromsonewhere. So when
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you nove depreciation reserve to Sibley, you take it away

fromthe other generating plants. Wy is that a problen?
By decreasing the reserve for the other plants, you
I ncrease their net book value, which is what the company
earns a return on. That nmeans that you are driving up the
conpany's return. This is the real key here.

Evergy knows it can't earn a return on the Sibley
i nvestment under law, so it's trying to shift depreciation
to allowthe return it would have earned on Sibley, based
on the (audio cuts out) the last rate case, to earn it on
other plants. It's a magic trick. A show game. Instead
of earning $150 mllion on Sibley, the conpany will earn
$150 mllion worth of return on other plants. Sorry, they
will earn a return on the $150 mllion, not they will earn
$150 million. | needed to be clear there. Apologies.

This is also, by the way, why staff's position is
not a true Goldilocks position. Staff has inplicitly
al l owed the company to increase its net plant reserve for
the remai ning steam generating assets by the roughly $150
mllion of shifted depreciation. That's what the fight it
al | about.

So by now, | hope you can see why it's necessary
to use the net book value of Sibley fromthe |ast rate case
to calculate the unrecovered asset that needs to be

recovered, as well as the return on conponent that shoul d
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be used to offset it.

The last thing | (audio cuts out) the Conmm ssion
is sinply this. What should the Conmssion do if it thinks
securitization is the best course of action for Sibley?
want to nmake sure this is very clear. |'mnot saying they
shoul d securitize it. Not saying securitization is a good
| dea. However, this Conm ssion has, in ny opinion,
expressed interest in securitization. And | want to nake
it very clear, if that's the path the Conm ssion thinks the
conpany shoul d go down, what exactly woul d need to happen.

|f this conm ssion thought that the conpany
shoul d pursue securitization, you need to go with the
position offered by MECG And the sinple reason for that
Is if you use the 145, roughly, nunber that the conpany and
staff support, the asset that you will have at the end of
the day once you take off the O8&M account and depreciation
expense won't be |arge enough to securitize. Again, |'m
not saying they should securitize. ['mnot saying it's a
good idea. I'mtelling you, if that's what the Comm ssion
bel i eves the best course of action is, you should take that
I nto consideration.

And on that point, | want to say two inportant
things. First, if the Conmssion were to agree with M.
Meyer's position and allow Sibley to go into rates as an

anortization, only for the conpany to then seek
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securitization, the OPC woul d be forced to bring a

conpl aint case, just like in the last case, to address the
fact that they woul d be effectively double recovering for
Si bl ey.

Simlarly, if the Conm ssion were to go with
MECG s position and the conpany were to seek securitization
as a result, then the OPC woul d contest any transaction or
| egal fees that would come as a result of that
securitization because the conpany has fought this case al
the way up to this point and woul d have wasted i mense
admnistrative resources if it then sought securitization
after the fact.

The OPC wi || offer two witnesses. The first wll
be Dr. CGeoff Marke who will be able to discuss the concerns
related to the prudency of the retirement of Sibley. If
t he Conm ssion has any problens at all, | strongly
encourage you to address themto Dr. Mark

Second, the OPC will present M. John Robinett,
our depreciation expert who will explain nore of the
problens that | just described regarding the theoretical
reserve reallocation

Wth that, | will ask if there are any questions.

JUDCE HATCHER: Thank you, M. Cizer

Are there any comm ssioner questions?

(No response)
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Hearing none, thank you, sir.

W' |l go ahead and get started with (audio cuts
out) with testimony. The first witness | have is M.
Spanos.

MS5. WHI PPLE: Thank you, Judge. Yes. Jackie
Wi ppl e on behal f of the conpany, Wh-i-p-p-l-e. And we

call M. Spanos, S-p-a-n-o-s.

JUDGE HATCHER: Thank you. |'ll go ahead and
swear you in, sir. |f you would please raise your right
hand.

(John Spanos sworn)

JUDGE HATCHER: Thank you. Please have a seat.

And Ms. Wi pple, go ahead.

MS. WHI PPLE: Please state your nanme for the
record.

MR SPANCS. John J. Spanos, S, P as in Paul, a-
n-o-s

M5. WH PPLE: By whom are you enpl oyed?

MR SPANCS:. |'menployed by Gannett Flem ng
Val uation and Rate Consultants LLC.

M5. WH PPLE: And what is your position there?

MR SPANCS. | am president.

MS. WHIPPLE: Did you prepare direct rebuttal and
surrebuttal testimony on behalf of Evergy Metro and Evergy
Vst which has been marked as Exhibit 71, 72, 73 in the
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Metro rate case, and the direct testinony has been marked

as Exhibit 125 in the Evergy West rate case?

MR. SPANCS: | have prepared those.

M5. WH PPLE: Do you have any corrections to your
direct, rebuttal, or surrebuttal testinony?

MR. SPANCS: | do not.

M5. WHIPPLE: If | were to ask you those
questions, woul d your answers be set forth as in Exhibits
71, 72, 73, and Exhibit 125?

MR SPANCS: Yes.

MS. WH PPLE: Are those answers true and correct
to the best of your know edge and belief?

MR SPANCS. Yes, they are.

MS. WHI PPLE: Judge, | would now nove to admt
Exhibits 71, 72, and 73 in Case Nunber ER-2022-0129, as
wel | as Exhibit 125 in Case Nunber ER-2022-0130.

JUDCGE HATCHER: Thank you. And | wll call it
all in one question. Are there any objections to the
adm ssion of the stated testinony by M. Spanos? And that
woul d be Exhibit 71 direct, Exhibit 72 rebuttal, Exhibit 73
surrebuttal. Those are all in file nunber ending 0129,
And Exhibit 125 in file nunmber ending in 0130. Again, ny
question is, are there any objections?

(No response)

Hearing none, they're so admtted.
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MS. WH PPLE: Thank you, Judge. Tender the

wi tness for cross.

JUDGE HATCHER: Thank you. M handy dandy new

cross-exam nation list. Thank you, sir.

Charge Point. Any questions from Charge Point?

(No response)

Any questions from Googl e?

(No response)

Any questions from Nucor?

(No response)

Any questions from Vel vet Tech?
M5. BELL: No, Your Honor.

JUDGE HATCHER:  Any questions from St. Joseph?

(No response)

Any questions from Dogwood?

(No response)

Any questions from Sierra O ub?

(No response)

Any questions from Renew M ssouri ?

M5. GREENWALD: No, Your Honor.

JUDGE HATCHER: Any questions fromstaff?
(No response)

Any questions from M EC?

(No response)
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Any questions from MECG?

MR OPITZ: No thank you, Your Honor.
JUDGE HATCHER: M. Cizer, Ofice of Public

Counsel .

(No response)

Thank you.

M. Spanos, the bench does have a couple
questions. Before | get to those, I'll ask if there are

any conm ssioner questions for wtness Spanos. And if you
are on the phone, it is star 6 to unnute.

(No response)

Hearing no questions, |I'll go ahead. | do have a
couple. How many depreciation studies have you perforned
for Evergy West?

MR SPANCS: | conducted a study in 2010 for the
predecessor conpanies at the tinme. Then | conducted
anot her study through 2014 which was in 2016. And then
| ' ve conducted these studies in 2021 that woul d have
reflected all full conprehensive depreciation studies.

JUDGE HATCHER: And | just want to make sure |
caught that. You did performthe two depreciation studies
prior to the last rate case. That would be in ER2016- 0156
and ER-2010- 0356.

MR SPANCS:. Yes, | did. And I think it's

I mportant to note, which is creating quite a bit of
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confusion here, is during those times, we transitioned from

the whole |ife nethod to the remaining life method and life
spanni ng of generating facilities. And when you do those
conponents, that is when you focus on what the net book
value is of assets. And prior to those tines in Mssouri,

t hose conponents, whole life and no life spanning, was the
practice. So you'd never maintained the accuml ated
depreciation at the location level or in the detail that is
cal culated for the approved rates that have been in place
for the last two rate cases.

JUDCE HATCHER: Did Evergy obtain Conmm ssion
authority to change that fromwhole life?

MR SPANCS. Both of those components were part
of those rate cases and approved as part of those rate
cases. And in those cases, we have presented | ocation
specific amounts that were part of the devel opment of the
rate at the account level. So those are sone of the key
conponents that are part of the studies and how that's been
devel oped and the rates that were approved during those
time periods.

JUDCE HATCHER: (One of those studies is what said
Sibley had an extra 40 years of life; is that correct?

MR SPANCS:. |t was not an extra 40 years of
life. It was -- at the tine when you were conducting

studies in the '14 case, we had incorporated some
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addi tional investnent that was required to be done in order

for coal facilities to neet the environmental regulations.
So we extended the life, which is consistent with what the
practices were, to 2040 at that time. That was a standard
practice.

But what we have seen happen due to regul ations,
particularly environnental regulations in recent years, is
many coal facilities are needing to be retired nuch sooner
intime. And is what's been the reflection conparable to
Sibley. Mny of those assets are only lasting 45 to 50
years, overall, regardless of the assets they have in
place. And that's consistent when in the case of Sibley,
they made is 50 to 60 years. So they even exceeded -- al
of those units exceeded the general |ifespans of coa
facilities that we've seen in recent years.

JUDGE HATCHER: I'mlooking for a list of the
causes. Innmy mnd --" and correct ne here -- in ny mnd,
how this is playing out is Sibley needed to make sone
upgrades to burn the [ow sul fur and | ow ash. Those
upgrades caused the extension of the depreciable life.
Perhaps due to the upgrades being new, so nmaybe it was
| ooking nmore at the depreciable |ife of the upgrades
t hensel ves. Not an accountant, very obviously.

But ny question is A- we switched from whole

life. That had an effect. But |I'mnot hearing that that
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was the whole effect. (Audio cuts out) public pressure,

think in the |ast few years, certainly. But is there a
second one in between in the last 20 years -- or the last,
|"msorry, 8 years or so where there's another factor? You
had nentioned the cost of coal, and | think swtching

| ocations to get the coal from Wom ng.

MR. SPANCS: There are considerabl e anount of
costs that are required to operate a coal facility. And
when you have those costs and with the environnental
regulations, in order to operate the assets, there is a
cost benefit analysis that's necessary to assess whet her
even after the investnent has been incurred, in order for
it to meet a |life expectancy, there still becomes costs as
to whether that's still a viable solution to generate.

And you have renewables in place now that are
hel ping drive the recovery patterns for utilization of
generation for ratepayers. So when you incorporate all of
those (audio cuts out) there are decisions that are needed
to be made as to what is the nost appropriate recovery
pattern for each generating facility. And those things
have changed the cost that would be required to keep Sibley
movi ng up through NVA efficient were factors that came into
pl ay.

JUDCE HATCHER: Do you know if your testinony

fromthe conplaint case, the AAO conpl aint case which was,
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for the record, EC-2019-0200 -- let me get back to ny

question. Was your testinony fromthat case included in
this case? Attached as an addendum or sonething onto your
current testinony?

MR SPANCS: It was not included in ny testinony
that |'maware of. | did incorporate the sanme
met hodol ogi es and how we devel op the net book val ue of each
of those units based on the infornmation that was conduct ed
in that case and how | conducted ny study this tine. As
wel | as how the study was perfornmed the rates approved back
in the 2016 case.

So all of those things are consistent. | think
It was a little bit msconstrued in some of the opening
di scussions in that the devel opment process was not just a
random theoretical calculation. It has been built up for
many years as to how you do the process with these
met hodol ogi es. So al though the testinmony isn't
specifically inline with -- or attached to ny exhibits in
this case, it's all inline wth the same discussion and
met hodol ogi es.

JUDGE HATCHER: Thank you. That is all the
questions | have.

Let us return. That takes us to
recross-examnation. We'll go in the sane order. |'ll go

t hrough some of the interveners that we've noted have been
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14
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18
19
20

excused nore quickly.

Charge Point, any questions on recross?
(No response)

Googl e.

(No response)

Nucor .

(No response)

Vel vet Tech.

MS. BELL: No, Your Honor.
JUDCGE HATCHER: St. Joseph

(No response)

Dogwood.

(No response)

Sierra d ub.

(No response)

Renew M ssouri .

MS. GREENWALD: No, Your Honor.
JUDGE HATCHER  Staff.

(No response)

Page 137

M EC, Mssouri Industrial Energy Consumers --

21 that's M EC.

22
23
24
25

(No response)

And MECG M dwest Energy Consuners G oup.
MR OPITZ: No thank you, Your Honor.
JUDGE HATCHER:  Thanks.
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M. dizer, thank you
You are excused, M. Spanos.
Not yet. | even nade a cheat sheet for nyself,

so | wouldn't forget. The court reporter will have fun
transcribing that.

Redirect?

M5. WH PPLE: Thank you. Yes.

M. Spanos, in response to questions fromthe
bench, you stated that sonme comments in opening statenents
m sconstrued your testinony or your depreciation studies.
Wul d you pl ease el aborate on that?

MR CLIZER | object. |It's outside the scope of
your question. H's conment is not directly responsive to
t he question that you posed.

MR OPITZ: Your Honor, MECG would join OPC s
objection. You know, this isn't a case where the w tness
was cut off. He was voluntarily offering this. He already
testified what he was going to testify about that.

JUDCE HATCHER: | apol ogi ze, Ms. Whipple. W
have been limting our redirect to just questions raised
fromthe bench

M5. WH PPLE:  Under st ood.

M. Spanos, in response to questions fromthe
bench, you did discuss past depreciation studies that you

have conducted on behal f of the conpany which were used to
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develop rates; is that correct?

MR. SPANCS: Yes, we did. As we discussed, in
the last few cases which were based on remaining life and
the lifespan for generation, we did create net book val ues
and the rates for each of those particular |ocations were
devel oped, which showed what the net book value was. In
the case of Sibley, it was clear that the net book val ue
was considerably | ess than what was presented by others in
their opening statenent. And that is proof that you have a
50-t0-60-year asset that has -- at the tine, had 400 plus
mllion investnent and to come up with a net book val ue
that woul d have only recovered 25 percent of that when it's
expected to live 60 years is why the presentation of it
just being a theoretical calculation of it was not
accurate. And that was why | said that that was
I nconsistent. And the rates that were devel oped fromthose
studi es and what were approved going forward in methodol ogy
support that fact that the net book val ue was nuch |ess for
Sibley than what was stated.

MS. WH PPLE: Do any of these past depreciation
studi es show that the net book value of Sibley is $300
mllion?

MR SPANCS: Not the depreciation studies. It's
clear in each of themthat the net book val ue back in the

study done in 2014 was nuch less than 300 mllion. And
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obvi ously, as you move forward, the sane types of

cal cul ations are shown in the work that had been done t hat
shows that that value is much | ess and why we came up with
the 145 because it appropriately recovers the (audio cuts)
related to (audio cuts out) service fromeach year from
1960 all the way forward to the tine of retirenent.

M5. WH PPLE: Do you recall discussing with the
judge your 2014 depreciation study which was in the 2016
rate case ER2016- 01567

MR SPANCS. | do remenber having that discussion
and expl aining the nmethodol ogi es that were used there which
are consistent with what's used here.

MS. WH PPLE: |'ve handed out your rebutta
testinony fromthe 2016 rate case; is that correct?

MR SPANCS: Yes.

MS. WHIPPLE: And is it correct that this is just
your rebuttal testinmony because we're saving sone trees
here and we didn't print out all of the hundreds of pages
of schedul es that woul d have been attached to that?

MR SPANCS:. It is correct this is only the
rebuttal testinony. |It's not the actual depreciation study
exhibits which were filed at that tine.

M5. WHI PPLE: Does this rebuttal testinony
reflect the methodology that was utilized for the 2014

depreciation study in any way?
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MR SPANCS. It describes the fact that you have

- the life span approach and remaining |ife nethodol ogy

were determned, and in doing that you cal culate the
I ndi vi dual by account rates and then the conposite rate by
account which is the overall rate that is being utilized.
So it does have the devel opment of the account rate based
on all the individual rates of each generating |ocation.

M5. WH PPLE: Can you please turn to page 3 of
your rebuttal testimony?

MR CLIZER  Your Honor, |'mgoing to object.
This docunent is hearsay at this point because it is --
well, it was prepared in our prior case and it has not been
subject to cross-exam nation. And because it's attenpting
to be brought in through direct -- or redirect, it wll not
be subject to cross-examnation. He is attenpting to
effectively offer new testinony froma prior case wthout
any cross. | would also point out that that [ast case was
settled, so this was never offered to the Comm ssion in
t hat case either.

JUDCE HATCHER: Thank you, M. Cizer

M5. WH PPLE: Judge, | think this is fairly in
response to bench questions.

JUDCE HATCHER: What was your question? You
started with turn to page 3 and then --

M5. WH PPLE: Yes. Turn to page 3 and I'mtrying
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to show that there's Qand A that starts at the bottom of

page 3 and into page 4 that describes how the whole life
met hodol ogy shifted. And then of course this was as of
2016 and the 2016 rate case. This was part of the

di scussion that you had with M. Spanos.

JUDGE HATCHER: Yes, it is. I'mgoing to allow
the question. And also, | would like to prepare the
parties in advance. The Conmmission is interested in
getting M. Spanos' direct testinony fromthe conplaint
case. | don't know how that is going to proceed quite yet.
| just want to put that thought in everyone's heads. Mybe
we can cone up with a solution over the break. | don't
know.

MR CLIZER To the extent that the Commssion is
going to allowin testinony froma prior case that hasn't
been subject to cross, or the testinony fromthe conplaint
case which | imagine was subject to cross, for this case
would it be possible to retain M. Spanos in the event that
other parties had cross directly related to either of those

docunents. That woul d seem (audio cuts out) as a due

process.

JUDGE HATCHER: That certainly seens reasonabl e,
M. Spanos. | do not know your travel schedul e though and
| do not want to inpose that. | could offer a WebEx. That

does seem appropriate though if we're going to introduce,
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think the two previous testinmonies, mne and yours. |'m

seeing nods of assent. Let's go ahead with Ms. Whipple's
question.

M5. WH PPLE: Can you -- I'morienting you now to
the page 3 and 4 portion of your testimony. Can you point
out to us where you described this nethodol ogy that you
were discussing with Judge Hatcher?

MR. SPANCS: Well, the discussion in the rates
and how things are noved forward are at the bottom of page
3 where we talk about how a depreciation study is done and
how it's consistent wth the rates that were approved based
on the staff report as well as ny depreciation study. And
then as we nmove onto page 4, we tal k about the concept of
including -- that in '05 we did not include the life span
approach and we utilized whole life.

Now we' ve noved on to remaining life. And the
purpose of remaining life is to make sure you ensure ful
recovery of your investnent, no nore, no |ess, and you
monitor that on a unit basis and that's how things are
developed. So this is the process and discussion that is
part of the question and answer on page 3 and 4.

M5. WH PPLE: So the cal culations of depreciation
reserves by unit and | ocation developed in 2018, and in
your depreciation study in this case, were a continuation
of the methodol ogies utilized in ER2016-0156; is that
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correct?

MR. SPANCS: That is correct. Because that's
when the life span and remaining life conponents were built
in. And as you can see in those cal culations and the basis
for the rates that were approved, utilized a cal culation by
unit process. It also then noved it forward into the 2018
work and then in this 2021 case, which is consistent with
t hat process.

The only difference during that time is fromthe
'14 case to the '18 case, for work that was done in the
accounting order, you had to revisit the actua
cal cul ations on that unit basis to understand the whol e
life method and the lack of a |ife span approach that was
not in place up until those times. So you had to revisit
that and assign the appropriate reserve recoveries for each
of those based on how | ong they have lived at that point in
tine.

So that's ny point. In understanding the fact
that you had a 50-to-60-year asset that's now |ived 50 or
60 years, you should have recovery that is pretty close to
the original cost. And that's why these cal cul ations have
shown that for the last 8 years.

M5. WH PPLE: Judge, at this tine | would like to
admt what would be Exhibit 88 in the Metro rate case.

Case nunber ending in -0129. And what woul d be Exhibit 130
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in the West rate case ending case nunber -01380.

JUDGE HATCHER: Say that again. |'m not
followng. Are we introducing this twce?

M5. WH PPLE: Yes. M. Spanos' rebuttal
testinmony fromthe 2016 rate case which woul d be Exhibit 88
in the Metro case and Exhibit 130 in the West case.

JUDGE HATCHER: Ckay. To restate that for
everyone, the one exhibit rebuttal testinony which we have
been di scussion with M. Spanos will serve as two exhibit
nunbers. Exhibit 88 in File 0129, and Exhibit 130 in File
0130, coincidentally. Are there any objections to the
adm ssion of the rebuttal testinmony?

MR CLIZER: Yes. So | will, once again, renew
my objection. Although, | amfairly certain howthe
Commission is going to rule onit. Just to reiterate for
the record, | believe this is hearsay that we have not, as
OPC, had an opportunity to cross-examne, and therefore, it
woul d be inappropriate to include it.

| woul d also point out that | don't see the
reason for including the Metro portion, even if it's the
same docunent, because the Sibley issue is exclusive to
West and is also the only version that's been presented.
So as far as including it as two exhibits, | don't see why
that's necessary and woul d ask for just the West if the

Conm ssion overrul es the hearsay objection.
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M5. WH PPLE: As far as having it just in the

st case as Exhibit 130, that's fine.

JUDGE HATCHER: Let's do that.

Are there any other objections?

MR OPITZ: Your Honor, | guess |'m not
necessarily going to object, but I would ask that 1'd be
permtted to ask M. Spanos a question or two about that
document before he | eaves the stand today.

JUDCE HATCHER: Yes. This is a point of interest
to the Conmssion. So yes. More questions would be
appropriate. Let me think through that for a second.
Because | want -- OPC had asked for a little time, | think
was the essence of their question to then come back, and |
am granting that.

MR OPITZ | just have one question.

JUDCE HATCHER: (Go ahead and we'll see where
we're at afterwards.

MR FI SCHER: Judge, this is JimFischer. M.
Spanos is available tomorrow and if counsel would like to
| ook at that overnight and do sone cross, he could do that
while he's here. O whatever.

MR SPANCS. It would be nore effective if it
coul d be done today. | know that's asking a [ ot of people,
but | do have a flight tonorrow norning. | can try to

change it but that was ny concern.
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MR CLIZER Not to add to this, | just need a
little bit of tine. ['mnot saying that | for certain have
questions. | would offer that MEC, since they have a

question now, be allowed to ask it, and that
M. Spanos potentially be brought up at the end of
wi t nesses today and hopeful ly some time we'll break for
lunch and that will give me a chance to read it.

JUDGE HATCHER: |'mgoing to go wth that
sol ution.

M. OQpitz, go ahead with your question and | wl|
try and figure out who gets to ask after that.

MR OPITZ: Thank you.

(Exhibit 130 admitted)

M. Spanos, were rates that you calculated in
this Exhibit 130, in that case adopted for rate making
pur poses?

MR SPANCS:. The met hodol ogi es and concepts were
approved. There was --

MR OPITZ. M. Spanos, that wasn't ny question.
My question was: were the rates you calculated in that
case adopted for rate making purposes.

MR SPANCS. And the reason why | answered the
question in that fashion is because that was the transition
time period. So staff's position and ny position were the

same, but they had to revise the rates fromthat study to
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deal with termnal net salvage. That was the difference

bet ween those. The concepts were the sane and that was the
point that | was trying to make.

MR OPITZ. M. Spanos, the rates you cal cul ated
in that case, in this testinony, were not adopted for rate
maki ng, correct?

MR SPANCS:. Not every single account (audio cuts
out).

MR OPITZ: The rates in this testinony were not
adopted for rate making, correct?

MS. WHI PPLE: Judge, asked and answered at this
point multiple tines.

MR OPITZ I'Il let it go, Judge. Thank you.

JUDGE HATCHER:  kay.

kay. | would ask Ms. \Wipple a question
Counsel, | don't want to get into strategy. Is there a
plan to offer M. Spanos' direct from 0200 by Evergy, or
should | be prepared to ook into howto offer that as a
Conm ssion exhibit?

MS. WHI PPLE: Just one noment, please.

MR ZOBRI ST: Judge, this is Karl Zobrist. W
don't have an objection to that. W could make it a late
filed exhibit. M understanding is in this case much of
the record, including discovery fromthe MECG OPC, AAO

petition was included in this case. So we have no
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obj ecti on.

JUDGE HATCHER: (kay. The purpose the Conm ssion
seeks the information is tracing back the cal cul ations,
W'll get to that exhibit a little later. Thank you for
t he heads up.

W have seemingly revisited
cross-examnation. Let's go ahead and we will go back
through the routine and hit all of the available parties
for cross-exam nation.

No? Ckay. M. Cizer.

MR CLIZER  Theoretically, | think you woul d
only need to do all the recross after MECG Unl ess another
party requests it.

JUDGE HATCHER: |'d just as soon open it up.

Does anyone have a question for M. Spanos?

MS. MERS: Staff does not have any now, but just
tojoininwth M. Cizer's thought that we would -- after
reading both the direct, it sounds like, in the 200 case
and this new exhibit, just potentially may have sonething,
so | don't want to foreclose anything.

JUDCE HATCHER: | will make sure that the
questioning of M. Spanos |ater today is open to all
parties.

Any other questions for M. Spanos?

(No response)
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Ms. Whipple, redirect, again?

M5. WHIPPLE: | would reserve of course for after
the second cross session. But at this time, no further
questions.

JUDGE HATCHER: (Ckay. |'mgoing to go ahead and
excuse M. Spanos for this norning. Before you step down,
sir, I wuld like to point out it is a couple mnutes after
10. Let's take a break until 10:15. Then we wll cone
back. On ny list, the next two are going to be Evergy
W t nesses Kennedy and |ves.

W're off the record.

(Recess taken)

JUDGE HATCHER: Let's go back on the record.

| have on ny schedul e eight nore wtnesses to get
t hrough today.

For Evergy, go ahead.

UNI DENTI FI ED SPEAKER:  Judge, can | interrupt for
a monment? You nentioned that the Conmi ssion was interested
in seeing M. Spanos' direct testinony in the conplaint
case, and we're fine with that. He does not have direct.

He has rebuttal testinony in that case.

JUDGE HATCHER: And | just |ooked at ny note and
| msread your testimony. So yes. His testinmony from 0200
I's what the Conmission is interested in.

UNI DENTI FI ED SPEAKER:  Testinony. Ckay. | think
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it'"s rebuttal, so we'll double check that.

JUDGE HATCHER: We wi Il have time to circle back
around.

Evergy, go ahead and call your next w tness.

UNI DENTI FI ED SPEAKER:  Thank you, Judge. Evergy
calls Larry Kennedy to the stand.

JUDCE HATCHER: M. Kennedy, |'ll remnd you as |
have all of our wtnesses, for the benefit of our future

court reporter, please talk into the mcrophone and speak

sl ow y.

Pl ease rai se your right hand.

(Larry Kennedy sworn)

JUDCE HATCHER: Thank you, sir. Please have a
seat .

Your witness.

UNI DENTI FI ED SPEAKER:  Thank you, Judge.

Pl ease state your name and state it slowy.

MR KENNEDY: Larry Edwin Kennedy. That's K-e-
n-n-e-d-vy.

UNI DENTI FI ED SPEAKER: And by whom are you
enpl oyed?

MR, KENNEDY: Concentric Energy Advisors.

UNI DENTI FI ED SPEAKER: And what is your position
t here?

MR KENNEDY: | ama senior vice president.
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UNI DENTI FI ED SPEAKER. M. Kennedy, did you

prepare in this case direct testinmony which has been marked
Exhibit 114 and rebuttal testinmony which has been nmarked
Exhi bit 1297

VR KENNEDY: | did.

UNI DENTI FI ED SPEAKER: Do you have any
corrections to those exhibits?

MR, KENNEDY: | do not.

UNI DENTI FI ED SPEAKER.  And if | were to ask you
the questions contained in Exhibit 114 and Exhibit 129,
woul d your answers be as set forth in those exhibits?

MR KENNEDY: They woul d.

UNI DENTI FI ED SPEAKER:  And what your testinmony
gi ven under oath?

MR, KENNEDY: It was.

UNI DENTI FI ED SPEAKER:  Judge, | nove the
adm ssion of Exhibit 114, M. Kennedy's direct testinony.
And Exhibit 129, M. Kennedy's rebuttal testinony.

JUDGE HATCHER: Thank you. And I'Il ask in one
combi ned question, are there any objections to the
adm ssion of Exhibit 114 or 129?

(No response)

Hearing none, they are so admtted. Go ahead.

(Exhibits 114 and 129 adm tted)

UNI DENTI FI ED SPEAKER.  Thank you, Judge. And |
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1 tender M. Kennedy for cross-exam nation

2 JUDGE HATCHER: Thank you. Let's get our order
3 of cross. Again, | wll go through sone of the excused
4 parties, just toinquire if they are here.

5 Char ge Point.

6 (No response)

7 Googl e.

8 (No response)

9 Nucor .

10 MR ELLINGER No questions, Your Honor.
11 JUDGE HATCHER Vel vet Tech.

12 MS. BELL: No questions, Your Honor.

13 JUDGE HATCHER: Gty of St. Joseph.

14 (No response)

15 Dogwood.

16 (No response)

17 Sierra C ub.

18 (No response)

19 Renew M ssouri .

20 M5. GREENWALD: No questions, Your Honor.
21 JUDGE HATCHER: And staff.

22 M5. MERS. Briefly, Your Honor.

23 M. Kennedy --

24 JUDGE HATCHER  This is Nicole Mers.

25 M5. MERS. | apol ogi ze.

wWww. phi ppsreporting. com
(888) 811-3408



Sept enber 01, 2022

© 00 N o o A W N P

I N T N S e N S N T e = e e
aa A~ W N b O © 00 N oo O &~ W DN+, o

) Page 154
JUDGE HATCHER: No, no. | forgot this norning,

too. M apologies. Go ahead.

M5. MERS. M. Kennedy, in your direct testinony
on page 18, you reference a NARUC depreciation manual to
support your contention that return of and on is proper.
Do you recall that testinony?

MR KENNEDY: | do.

M5. MERS: Do you recall what year that manua
was witten?

VR KENNEDY: 1960 somet hi ng.

M5. MERS. Ckay. And do you recall, on the
follow ng pages in your direct, referencing a text by Janes
Bonbright to support the contention that Conm ssion's
wi dely support return of and on (audio cuts out).

VR KENNEDY: That publication -- the initial
publication, | believe, was witten in 1961.

M5. MERS. Ckay. And then you also discuss in
your direct two public utility conm ssion decisions on
retirement. | believe that's on page 34. Do you recal
t hat ?

VR KENNEDY: | do.

MS5. MERS. In the Al abama decision that you
reference, isn't it true that the regulatory assets were
established prior to the retirenment of the plants?

MR KENNEDY: | do believe that is the case.
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M5. MERS. And you al so discuss a Col orado

decision. And do you recall when that case was deci ded?
MR. KENNEDY: | think the decision was in 2009.
M5. MERS. Thank you very much. | have nothing

further.

JUDGE HATCHER: Thank you, Ms. Mers.

M EC

(No response)

M. Opitz for MECG

MR OPITZ: No thank you, Judge.

JUDCE HATCHER: And M. Cizer for OPC

MR, CLIZER: No questions. Thank you, Your
Honor .

JUDGE HATCHER: Thank you. The bench has no
questions. That would take us to redirect.

UNI DENTI FI ED SPEAKER:  Just briefly, Judge.

M. Kennedy, Ms. Mers on behalf of staff asked
you about the decisions and the treatises that you cited
with regarding return on and return of issues. Do you
recall that, sir?

VR KENNEDY: | do.

UNI DENTI FI ED SPEAKER: Ckay. And since the
1960s, what has been the recent trend in these kinds of
cases where return on and return of have been discussed and

decided by public utility conmssions in the United States?
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MR. KENNEDY: So since the 1960s, it's -- there

was a period of time when there was a variety of decisions.
Most, | woul d say, have allowed the return of investment,
and nmost, if not -- or many, if not nost, have allowed the
return of investnment in one formor another. Either
t hrough being included in a rate base (audio cuts out) or
the regulatory assets they were allowed to have a return on
(audio cuts out) associated with them

Through the early 2000s, | would | say we saw
many m xed decisions. And | would suggest that from
approximtely the md 20-teens, 2014, '15, through now,
we' ve seen a predom nance of decisions that allow both a
return of and on the retirements of assets. And again,
that return may be in the formof the net book val ue going
back into rate base, or it nay be the net book val ue going
into repertory assets of some formand having a return on
It of that investment through the repertory asset
(i naudi bl e).

UNI DENTI FI ED SPEAKER:  For a period of years.

VMR KENNEDY: For a period of years.
Particularly when it goes in through the repertory asset
there's usually a time period associated with the recovery
and anortization of the reg. asset.

UNI DENTI FI ED SPEAKER:  Thank you, Judge. That's

all | have.
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JUDGE HATCHER: Thank you, M. Kennedy. You are

excused.

MR, KENNEDY: Thank you.

JUDGE HATCHER: M. Ives. \Welcome back. [|'lI
remnd you as | tried to, please speak slowy for our
future court reporter and into the mcrophone.

Pl ease raise your right hand, sir

(Darrin lves sworn)

JUDGE HATCHER: Thank you. Please have a seat.

Your witness.

MR STEINER Please state your nanme for the
Wi t ness.

MR IVES: M nane is Darrin Ives, |-v-e-s.

MR STEINER M. lves, where do you work and
what is your position there?

MR IVES: | work for Evergy, and | amthe vice
president of regulatory affairs.

MR STEINER. M. lves, did you cause to be filed
inthis case -- and when | say this case, the Evergy Metro
case 0129 -- direct testinony that has been narked as
Exhibit 39, rebuttal testinony, the confidential version
whi ch has been narked as Exhibit 40, public version of your
rebuttal testinony which has been marked as Exhibit 41,
surrebuttal testinony which has been marked as Exhibit 42,

and in the Evergy Mssouri West direct testinony that has
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been marked as Exhibit 113? D d you cause those to be

filed?

MR IVES: | did.

MR, STEINER Do you have any corrections to
t hose testinonies?

MR. IVES: None that |'m aware.

MR. STEINER Are the answers contained in those
testinmonies that | listed true and correct to the best of
your know edge, and understanding, and belief?

MR IVES: Yes, they are.

MR STEINER  Your Honor, 1'd like to nove for
adm ssion of lves' direct, rebuttal, and surrebuttal
testinmony in the Mssouri Metro case and the Ives direct
testinmony in Mssouri \West case.

JUDGE HATCHER: Thank you.

And speaki ng was Roger Steiner, counsel for
Evergy.

Counsel, you have heard the question. | am going
to conbine themas | usually do. Are there any objections
to the adm ssion of the aforenentioned exhibits? [l
repeat the nunbers. 39, 41, 42, or 113. Any objections?

MR IVES: Judge, I'msorry. Can | ask a
question?

JUDGE HATCHER:  Yeah.

MR IVES: | believe M. Steiner just referred to
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my rebuttal and sir rebuttal as applicable to Metro. Both

of them cover both conpanies, both 0129 and 0130.

MR, STEINER. Thank you, M. Ives. That was ny
m stake. Yes. Those testinonies do cover both cases.

JUDGE HATCHER: Understood. We will have the
record reflect that the testinony offered in 0129 in fact
does address 0130, as well.

Any obj ections?

UNI DENTI FI ED SPEAKER:  Not an objection. | just
want a clarification. |If | renember correctly from your
order, there were two sets of exhibit nunbers fromMetro
and West. So are they two different exhibits? |'mjust
trying to figure out how that works. Sorry.

JUDGE HATCHER: Wth a lot of the filings -- |I'm
sorry if | cut you off. Wth a lot of the filings, we have
had doubl e nunbers indicating that they're being filed in
both cases. Let ne back up. The Conm ssion wants to keep
the two rate cases separate for whatever happens after the
Conm ssion's decision, for the ease of keeping the record
together. For our purposes, |I'mnot too worried about
| dentifying the nunber because it's going to be in our
briefs and our order that all of us in the roomare witing
as to how we refer to that exhibit.

UNI DENTI FI ED SPEAKER.  Ckay. Because you gave 0
t hrough 100 for Iike EMM and 100 through --

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

Page 160
JUDGE HATCHER: Onh, | see.

UNI DENTI FI ED SPEAKER: W actually filed two
testinmonies in direct, one for Metro, one for West. But
then the rebuttal and surrebuttal, we filed one testinony,
but it applies to both cases.

UNI DENTI FI ED SPEAKER: So it would be like (audio
cuts out) a nunber for West and a separate evidentiary
nunber being offered for Metro. The exhibit would have two
different exhibit nunbers on it, based on the Conm ssion's
order.

UNI DENTI FI ED SPEAKER: W don't have it set up
that way. W just have the -- we have separate when we
filed two separate testinonies. But when we file one
testinony, we just use the Metro nunbering system

JUDGE HATCHER: | understand the confusion. To
me it seens nore theoretical than practical, and therefore,
|"mgoing to let it go. | also made sone mistakes in that
order, not specifying that confidential testinmony would
have the sane nunber as the public but just wth the C
designation. So the presiding officer certainly takes sone
responsibility for that. Noted and will be fixed in the
future, sir. Thank you.

Let me get back to ny question. Any objections
to the adm ssion of the various testinonies of M. Ives

that may or may not apply to both cases?
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(No response)
Hearing none, they're so admtted.
Thank you, sir
(Exhibits 39, 41, 42, and 113 adm tted)
JUDCE HATCHER:  Evergy.
MR, STEINER: Thank you, Your Honor. | tender

this witness for cross-exam nati on.

JUDGE HATCHER. Thank you and we will go again

qui ckly through those excused.

Charge Point.

(No response)

Googl e.

(No response)

Nucor .

MR, ELLINGER: No questions, Judge.
JUDGE HATCHER: Vel vet Tech

MS. BELL: No questions, Your Honor.
JUDGE HATCHER: Gty of St. Joseph
(No response)

Dogwood.

(No response)

Sierra C ub.

(No response)

Renew M ssouri .

MS. GREENWALD: No questions, Your Honor.
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JUDGE HATCHER: Staff counsel

M5. MERS: No questions, Your Honor.

JUDGE HATCHER M EC.

(No response)

MECG M. OQpitz.

MR OPITZ: No thank you, Your Honor.

JUDGE HATCHER: O fice of Public Counsel, OPC

MR CLIZER No thank you, Your Honor

JUDCE HATCHER: The bench does have a few
questions. Before | get to mne, I'd like to ask if any of
t he comm ssioners have any questions for M. lves? Again,
It is star 6 to unnute.

CHAI RMAN SILVEY: No questions, Judge.

JUDGE HATCHER:  Thank you, Chairman.

And for the record, all five of our comm ssioners
are on the WebEx.

M. lves, OPC s opening statement caught ny
attention a little bit, and | would like to follow up with
an opportunity. Wiy didn't Evergy replace Sibley?

MR IVES: Wy didn't we replace it? Well, it
caught ny attention too, for another reason. But in
regards to your question, why didn't we replace Sibley?
There's a lot of factors that go into integrated resource
planning. Certainly, M. Messanmore will be here next week

and she's our expert in that area, so she'll be able to
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el abor at e.

But when we | ook at the analysis, a couple things
we know, right. W're probably not replacing it with a
nuclear facility. W're probably not replacing it with a -
- in today's environnent, with a coal facility. Natural
gas is difficult on a lot of fronts. Some because of the
volatility in natural gas pricing, but nostly in our
service territory because of the availability, natural gas
on afirmbasis and the availability to get it to
facilities.

So at this time, we have utilized our
participation in SPP. And what we did do at the tine that
we retired Sibley is we did an RFP to enter into a capacity
agreenent to make sure that West could sufficiently neet
Its capacity obligations on a standalone utility basis to
SPP. W ended up entering that agreenment with Evergy Metro
after conclusion and evaluation of the RFP. But we did put
a five-year termcapacity arrangement in effect to take
care of that. And then the energy is, at this stage, being
procured in the SPP nmarket at the day ahead or real time
price under the narket.

JUDGE HATCHER: And again, this is Judge Hatcher.

| may be misrenenbering. Did Evergy M ssour
Metro have excess capacity? O | mght have that

backwards. M ssouri West.
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MR |VES. Metro has historically had sone

capacity in excess of the SPP requirenents. That's why
they were able to bid into the RFP for West. West was
short at the tine, which is why they needed to go out and
fill a capacity contract.

JUDGE HATCHER: In ny mnd, the question that is
raised is maybe nore of a phil osophical one because after
hearing OPC s opening statement, ny first thought was if
you' re not producing electricity, this may be a newentity
in Mssouri. One that is just distributing. But it sounds
like this was one of nmany generation plants. And | haven't
heard you comment on future plans, and | don't want to ask
about those (audio cuts out).

MR IVES. |If this would help, | would tell you
that we have filed integrated resource plans. W do on a
tri-annual basis, and we do annual updates. And those are
overseen and prepared by Ms. Messanore. So if the judge or
t he Conm ssion has questions on future plans, she'd be
avai | abl e to address those next week.

JUDGE HATCHER: Thank you. | appreciate that.
Kind of the second area that really caught ny ear was the
description of Evergy discovering that Sibley had sone
mechani cal issues, | guess, and needed the $2 mllion
upgrade. And what |ooks |ike a beneficial -- or depending

on your point of view, a terrible coincidence, that as the
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rate case is going on and decided, Evergy then |ater makes

t he decision to go ahead and cl ose Sibley pernmanently.

| do understand the background, and for the
record, ny understanding is that conversation had been
going on and notice to the Conm ssion had al ready occurred
in years prior. But that timng, | think the question is
I's that a coincidence or purposeful? So | would like to
hear from Evergy kind of what your view of that difference.
And | understand there's going to be a lot of |evels
bet ween the person at Sibley, boots on the ground, and
getting the nessage up the flagpole. So if you could give
me your thoughts on that.

MR IVES. Yeah. So | really appreciate that
question because there's some pretty interesting testinony
in this docket fromboth nyself and other parties on this
topic, and it's worth clarifying.

There's a lot of questions on that timng. The
first question on that timng was before we ever filed a
case, as you alluded to, there were a nunber of
communi cati ons about the expected planned retirement of the
Sibley units. And it was out there that we expected them
to be retired at the end of 2018.

W filed a case. Based upon the primry driver
of that case, had nothing to do with Sibley. It was about

bringing in our custoner billing systemthat we had
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upgraded that was a short-lived IT systemthat it's

I nportant to time cases to boost the in service with
sonething |ike that because they recover over fairly short
wi ndows. So to the extent you don't tine that well, you
cannot recover as a conpany significant anounts of an IT
system|ike that.

So with that said, we knew that the likely true-
up in that case to put that conmputer systemin was going to
be June 30 of 2018, which was before our expected
retirenment of Sibley. The historical treatnment in the
state of Mssouri has been to have a hard cut off at true-
up for the determnation of rate based and costs.

My position in that case which is articulated in
a lot of testimony was Sibley, if they (audio cuts out)
retired at the end of Decenber would be past the time of
effective data rates and six nonths past the time of the
true-up in that case and was not ripe to be addressed in
that rate case. | filed a lot of testinony on that. The
parties disagreed. So we had sone discussion, but
ultimately, there was a settlement agreenent that noved
forward with that treatment and the revenue requirenment not
addressing Sibley at that tine.

Then we had the unit trip and the turbine damage.
Happened on September 5th, in the mdst of the case. Not

uncommon to have sone forced outages at units. This one
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happened to be at Sibley unit 3 which was near the term of

its expected retirement. W did the work that would have
been expected to be done. W made an initial assessment.
W (audio cuts out) the turbine and see what potenti al
damage happened what woul d be (audio cuts out). And as you
mentioned, we ultimately determned that it was going to be
about $2.2 mllion and a period of time to invest and do

t hat work.

We should just address the email that is part of
this discussion while we're at it. Dr. Mark tal ks about an
emai | that was circulated by the vice president of
generation on the 2nd of Cctober. In that enail he said,
"W've made our assessnent of the options to proceed, and
we intend to nove forward and work towards retirenent of
Sibley 3 and make contacts."

What happened fromthere which is not in
Dr. Mark's testinony, but it was in the conplaint case is
there was a comuni cation back fromour chief operating
officer in response to that email on the 3rd that says,

"(Audio cuts out) and recommendation,” but essentially

said, "You don't have the final say on this decision. You
need to bring that in front of the broader officer team and
executives, and ultimately, we will probably have to inform
and discuss with our board of directors before we nmake a

final retirenent decision.”
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And then there's further email strings that

ultimately take us to the final decision after all those
steps were taken to retire Sibley. And that decision was
made on Novenber 13th. So still within the tine frane that
the Conm ssion was working through its order. Mybe had

I ssued its order by that point because rates went effective
on Decenber 6th. But before rates took effect.

It doesn't change the fact that the retirenent,
for whatever purpose, happened after the true-up period in
that case. And | think the last thing | would say is it's
fair to ook at the opposite side. Had we been planning to
put an investnment in place, at Decenber 31st, the
Conmmi ssion and the parties woul d have said, "That's past
the true-up period and you don't get to put an investnent
inin these rates." Had we closed that investment early,

i n Septenber, or Cctober, or November, the parties would
have continued to say that "You don't get to put that

i nvestment and rates in this case because the true-up was
June. "

That's how we handl ed the retirement from
Evergy's perspective. It was not a gane. It was follow ng
what we knew the historical treatnment had been for true-ups
In rate cases and what the treatnent woul d have been if the
i nverse had been true, and we had been putting an

I nvestment in and not taking one out. That was our
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thought. That was what the testinony that | gave (audio

cuts out). The testimony that | gave in the conplaint case
articulated it.

JUDGE HATCHER: |'mgoing to rephrase and ask, if
| " mrephrasing correctly, based on Evergy's experience with
a hard true-up date, the expense of building new generation
woul d be borne solely by the sharehol ders until the new
plant is A used and useful, and B, Evergy files their next
rate case. So -- let's stop there. Is that a good
sunmmary?

MR IVES: Yes, generally. | nean, a couple
things that could be said. Probably fair to say we could
file for an accounting authority order. The one thing that
Is true to your statement is we would not have been all owed
toinclude it in a rate case that had a true-up of June 30,
2018, based on any historical experience |'ve had with
t hese parties or the Conmm ssion.

JUDCE HATCHER: Can you expand on how Evergy took
its ratepayers into consideration in that cal culation of
endi ng generation and replacing it, at least tenporarily,
wi th purchased power?

MR IVES: Yeah. | nmean, | think we took the
ratepayers into consideration as we would when we have
regulatory lag timng differences on the other side of the

equat i on. That there are only so many things that are
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allowed to be done within the true-up of a case,

historically, inthis jurisdiction. | should say the sane
hol ds true for the other jurisdiction | worked in in
Kansas. |'mnot just saying Mssouri, |'msaying it
because we're here. W have a historical construct in
Kansas, as well.

And that there are avenues for parties, should we
cone out of a rate case, and we ultimately have positive
regul atory lag, which is what the Sibley situation could
have occurred in. \Were there's a process in front of this
Commission to file a conplaint and (audio cuts out)
earnings. Just |like parties would say if don't get an
investnent in by the true-up, there's a process for us to
do that. Wich often is said, "You control the timng of
your rate cases, Evergy. You can file a case and bring it
in"

JUDCE HATCHER: And that's your responsibility to
t he sharehol ders.

MR IVES: | have a responsibility to
sharehol ders and ratepayers, no doubt about that. But |
al so have a responsibility to follow the process
consistently that's laid out in front of ne in the state of
M ssouri .

JUDGE HATCHER: Thank you. That's all the

questions that | have. That will take us to

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

_ ] ] Page 171
1 recross-examnation and let's go to our handy list. Again,
2 1'll go fast over the parties that have been excused just

3 in case they have wal ked into the room

4

© 0 N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Char ge Point.

(No response)

CGoogl e.

(No response)

Nucor .

MR ELLINGER No questions, Judge.
JUDCE HATCHER: Vel vet Tech

M5. BELL: No questions, Your Honor.
JUDGE HATCHER: Gty of St. Joseph
(No response)

Dogwood.

(No response)

Sierra dub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.

JUDCE HATCHER: Staff counsel
(No response)

M EC

(No response).

Next is M. Opitz with MECG

MR OPITZ: No thank you, Judge.
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JUDGE HATCHER: And M. dizer, OPC

MR CLIZER  Yes, Your Honor.

JUDGE HATCHER: (Go ahead.

MR. CLIZER  Good afternoon, M. lves. Oh,
morning still. Pardon ne. Good nmorning, M. |ves.

MR |VES: Good norning. It feels like
aft ernoon.

MR. CLIZER It does. | want to make sure that
the record is very clear to start with. The Sibley
CGenerating Facility had stopped functioning by the end of
Cct ober

MR |IVES: Well, technically, the Sibley unit did
not generate electricity after it tripped on the 5th of
September. But as | mentioned, we made the officia
determnation the 13th of Novenber to retire it after
speaking with managenent and the board.

MR CLIZER So we would agree that the plant had
ceased generating electricity long before the decision to
formally retire it had occurred.

MR IVES: Wen we had the forced outage, it was
not able to generate any |onger.

MR CLIZER And now, | know you mentioned this,
but you would agree with me that Evergy has the ability to
determ ne when it cones in for a rate case.

MR IVES: W do.
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MR CLIZER And you also have the ability to

determ ne or request what the true-up period of a rate case
shoul d be, correct?

MR IVES. Wthin a pretty |imted bound based on
the schedule, right. | nmean, we all as parties, once a
case is a filed, know roughly what that tine frane is for
true-up. It may nove within a month of each other once a
case is filed.

MR CLIZER But if Evergy knew that it was going
to have a significant investnent comng in shortly after
what it expected to be the end of a rate case, it could, in
theory, ask for an isolated adjustnment to address that,
could it not?

MR IVES: |'ve tried that before; |'ve never
been successful.

MR CLIZER And you mentioned a process by which
t he conpany could, or other parties could address the issue
related simlar to Sibley, right?

MR IVES: Can you restate that? | mssed that.

MR CLIZER Certainly. You nentioned a process
by which other parties could address a situation simlar to
Sibley regarding filing a conplaint case. Do you recal
t hat ?

MR IVES: | do recall that.

MR CLIZER And that's what happened in this
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case, correct?

MR IVES: It is froman AAO standpoint. | think
the appropriate formwoul d have been an over earnings
conpl aint, but that was not the Conm ssion's decision.

MR CLIZER No further questions. Thank you.

JUDGE HATCHER: And redirect, Evergy.

MR STEINER  Thank you, Judge. Just briefly.

M. lves, you recall discussing an RFP for excess
capacity that Metro issued? O excuse ne, that West
| ssued.

MR |VES:. Yeah, thanks. West issued that and |
think | nentioned to the judge that, ultimately, Metro
ended up being the supplied.

MR STEINER: And why were they chosen? Do you
recal | ?

MR IVES: They were the best price opportunity
for West. Primarily because they have a kind of integrated
transm ssion service that other suppliers for capacity
woul dn't have.

MR STEINER  And | think there was some -- there
was discussion with the judge about West's other
generation. West has other generation besides Sibley,
correct?

MR IVES: It does. It does. W have an

ownership interest in Jeffrey units. W have some natura

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ _ ) ) ~Page 175
gas units. W have ownership units in the latan Station

that not only Metro, but sone other parties have interest
in, as well.

MR STEINER Do you recall a discussion with the
judge where he said, "Wiere did you take the ratepayers
I nto consideration?"

MR IVES: | do recall that.

MR, STEINER Does the IRP that the conpany
conducted show that closing Sibley was a benefit for
rat epayers?

MR IVES: Absolutely. | think Ms. Messanmore has
that in testinony. But it was in the range of a couple
hundred mllion dollars on a net present val ue revenue
requirenent basis to retire Sibley under our |RP scenarios.

MR STEINER: You also were talking to
M. Cizer about the forced outage. Do you recall that?

MR IVES: | do.

M. STEINER. Can you tell us did the conpany
evaluate repair of Sibley after that?

MR IVES: W did. W evaluated repair. W
evaluated early retirement. It's probably the |ast piece
of information that | didn't put in my response to Judge
Hatcher, but it's related to this, right. | mean, when you
t hink about repair, one of the reasons you do that and you

take that to the senior executive team and ultimately,
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di scussion with the board, is because you want to make sure

that you've considered anything that's going on in the
broader SPP market or any concerns at other generating
facilities that mght make it the option that you should
extend the life past that expected retirenent date to have
appropriate availability and reliability for custoners.
That was the reason why we woul d consider repair, and that
ultimately, was determned not to be the path but it was a
consi derati on.

MR STEINER. So the bigger picture of spending
money to repair the plant was eval uated before the decision
was made to shut it down; is that correct?

MR IVES. Yes. | nean, there was a nonth plus
of considerations that were given to scenarios around
Sibley before we coal esced on the earlier retirenent.

MR STEINER. And those scenarios being market
condi tions, upcom ng other conditions in the market?

MR |IVES. Yeah. As | nentioned, it's what's
going on in the board SPP market that coul d i npact
reliability. Wat's going on in the renainder of our
fleet. D d we have any | ong term extended outages that
woul d inpact custoner reliability that we could mtigate by
spending the 2.21 mllion and operating Sibley possibly
| onger than the Decenber 31st expected retirement date.

MR, STEINER. Ckay. Thank you. You had a
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di scussion with the judge about enmails that were mentioned

in M. Mark's testinmony, that when enails were discussing
the Sibley plant. Do you recall that?

MR IVES. | do. | was nentioning to Judge
Hat cher that Dr. Mark referenced sone Cctober 2nd enails.
| think he supplied the text in his testinmony, actually,
fromthose emails. But did not mention the follow up
emai s that occurred on the topic after Cctober 2nd.

MR STEINER:  Your Honor, may | approach?

JUDGE HATCHER  Yes.

MR, STEINER:  Judge, in the procedural order in
this case, there is a provision on page 6 that data
requests in the EC2019- 0200 case coul d be treated as having
been nade in these cases. And so I'd like to use that
provision to talk to M. lves about a DR in that case which
has the full set of emails that M. |ves was tal king about.
And 1'd like to get this admtted into the record once he
identifies it.

JUDGE HATCHER: Are there any objections?

UNI DENTI FI ED SPEAKER: | have no objection to
using the DR per the Conmission's order if M. lves lays
the foundation. Yeah.

JUDGE HATCHER: (kay. Go ahead.

MR, STEINER. M. Ives, |'ve handed you a

document. Do you agree that this is the email chain that
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Is referenced in your discussion with the judge regarding

an Cctober 2nd emai|l and emails follow ng that?

MR IVES. Yeah. |It's actually a pretty
extensive string of emails that were eval uated around the
turbine trip that starts back in Septenmber, where we start
to get some prelimnary analysis back fromthe operations
teamon what they've identified as they've started to
unpack the cause of the forced outage in early Septenber

It goes through the October 2nd emails that Dr.
Mark refers to in his testinony. And then progresses
forward fromthere in terms of the response to that enail
that was provided on Cctober 3rd by M. Kevin Bryant, B-r-
y-a-nt. M. Bryant was M. Anstaett's direct supervisor
and is our chief operating officer, and was at the time, as
welI. And then has some further emails on the topic that
take us through to the Novenber 13th official decision to
retire Sibley after senior officer communications and board
di scussi ons.

So that's what it is. | amon virtually all of
these emails in here, so certainly was aware of the
progression, the string that this email represents, as well
as all other in person or verbal discussions that happened
with this teamduring this w ndow of evaluating the Sibley
forced outage.

MR STEINER.  Your Honor, this is a conpany
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response to an OPC DR in the conplaint case. | believe M.

|ves has identified the materials and | would ask for its
adm ssion as Exhibit 130. Sorry, 131.

JUDGE HATCHER: 1"l go with 130 because | think
Ms. Whipple' s earlier offering was only 88.

MR. STEINER: | think she offered 130 and took
away 88. So | would nake this 88. Excuse ne. Yes. |
woul d make this 131

JUDGE HATCHER:  You are correct.

(kay. You have heard the offer by
M. Steiner. Exhibit 131 which is the KCPL GMO response to
the data request 1039.

MR STEINER: Correct.

JUDGE HATCHER: Are there any objections to the
adm ssion of that exhibit?

(No response)

Hearing none, so admtted.

(Exhibit 131 admitted)

MR. STEINER: That's all | have, Your Honor.
Thank you.

JUDGE HATCHER: Thank you

M. lves, you are excused.

MR I VES. Thank you.

JUDGE HATCHER: Just a quick note. It is

11 o'clock. | dointend to break a little bit before noon,
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5 or 10 mnutes, give or take. And we have six wtnes
by my scorecard remaining.

Evergy, call your next w tness.

MR ZOBRI ST: Evergy calls John Reed to the
st and.

JUDGE HATCHER: And that was M. Zobrist.

M. Reed is proceeding to the stand and Jud
Hatcher will swear himin,

Pl ease raise your right hand, sir

(John Reed sworn)

JUDGE HATCHER: Thank you. Please have a s

Evergy, your w tness.

MR ZOBRI ST: Thank you, Judge.

Pl ease state your name

MR REED: M name is John J. Reed.

MR ZOBRI ST: And where are you enpl oyed, s

MR REED: | am enployed at Concentric Ener
Advi sors Inc.

MR ZOBRIST: And what is your position the

MR REED: |'mthe chairman and chief execu
officer of the conpany.

MR. ZOBRIST: M. Reed, have you prepared
case surrebuttal testinmony that has been narked as Exh
1247

MR REED:. Yes, | have.

Page 180
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MR. ZOBRI ST: Do you have any corrections or

changes to that testinmony?

MR. REED: No, | do not.

MR ZOBRIST: And if | were to ask you those
questions, would your answers be as set forth in Exhibit
1247

MR REED: Yes, they woul d.

MR ZOBRI ST: And were your responses given under
oat h?

MR REED: That is correct, they were.

MR ZOBRI ST: Judge, at this tine, | offer
Exhibit 124 into evidence.

JUDGE HATCHER: Counsel, you have heard the
motion by M. Zobrist. Are there any objections to the
adm ssion of Exhibit 1247

(No response)

Hearing none, it is so admtted. Go ahead.

(Exhibit 124 admtted)

MR ZOBRI ST: Thank you, Judge. | tender M.
Reed for cross-exam nation.

JUDGE HATCHER: Thank you. And again, we'll read
t hrough the excused parties quickly.

Charge Point.

(No response)

Googl e.
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(No response)

Nucor .

MR, ELLINGER. No questions, Judge.
JUDGE HATCHER: Vel vet Tech.

MS. BELL: No, Your Honor.

JUDGE HATCHER City of St. Joseph
(No response)

Dogwood.

(No response)

Sierra C ub.

(No response)

Renew M ssouri .

Page 182

MS. GREENWALD: No questions, Your Honor.

JUDGE HATCHER:  Staff counsel.

MS. MERS. No thank you, Your Honor.
JUDCGE HATCHER: M EC

(No response)

And next, M. Opitz with MECG

MR, OPITZ: No questions, Judge.

JUDGE HATCHER: And M. dizer with OPC.
MR CLIZER No questions, Your Honor.
JUDGE HATCHER  Thank you. That brings

conmi ssi oner questions. Are there any conm ssioner

questions for M. Reed?

(No response)

us to
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Hearing none, the bench al so has no questions.

And | believe that takes us to redirect.

MR. ZOBRIST: |'d love to ask sone redirect
questions, Judge but | don't think I'"'mgoing to be able to
do that wthout a | ot of objections.

JUDGE HATCHER: Thank you. | will overrule
myself and we'll nove on.

Thank you, M. Reed.

Thank you. | appreciate the help,

M. Zobrist.

Let's nove to staff's witnesses.

MR STEINER  Your Honor, could | interrupt?
This Roger Steiner.

JUDGE HATCHER:  Yes.

MR STEINER: The parties and the Conm ssion were
graci ous enough to waive the cross of M. Klote and woul d
like to get his testinmony admtted into the record. Could
| do that now?

JUDCE HATCHER:  Yes, please.

MR STEINER | Dbelieve it's Klote direct Exhibit
44, Klote rebuttal 44, surrebuttal and true-up direct 46,
true-up rebuttal 47, and --

JUDGE HATCHER  115.

MR STEINER -- 115 in the West case.

JUDCE HATCHER: Which is 0130 for our future
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court reporter.

MR. STEINER Right.

JUDGE HATCHER: kay. As | normally, we will
conbi ne these. Does anyone have any objections to the
adm ssion of the five different Klote testinmonies? This is
Exhibits 44, 45, 46, 47. Those are in case ending 0129.
And Exhibit 115 in case ending 0130. M question was: any
obj ections?

(No response)

Hearing none, they are also admtted.

(Exhibits 44, 45, 46, 47, and 115 admtted)

JUDGE HATCHER: Go ahead.

MR. STEINER That's all | had, Your Honor.
Thank you.

JUDGE HATCHER: Oh, yes. W're just admtting
the exhibits. Thank you. Let me take a second and make
sure |'ve got the nunbers witten down.

(kay. Qur next witness is fromstaff. Please go
ahead.

MS. MERS: Staff calls Keith Majors to the stand.

JUDGE HATCHER: Thank you, M. Mijors. |f you
woul d raise your right hand.

(Keith Majors sworn)

JUDGE HATCHER: Thank you. Please have a seat.

Staff, your wtness.
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M5. MERS. Could you please state and spell your

name for the record.

MR MAJORS:. Keith Majors, K-e-i-t-h, Majors, M
a-j-0-r-s.

M5. MERS: And who are you enployed by and in
what capacity?

MR MAJORS: The Mssouri Public Service
Conmmission. |'ma utility regulatory auditor in the
audi ting department.

M5. MERS: And did you prepare or cause to be
prepared in these cases direct testinmony which has been
mar ked as Exhibit 2187

MR MAJORS: Yes.

MS. MERS: Rebuttal testinmony which has been
mar ked as Exhibit 254 in public and confidential versions?

MR MAJORS: Yes.

M5. MERS: And then surrebuttal and true-up
direct testinony that has been marked as Exhibit 269?

MR MAJORS: Yes.

MS. MERS: Do you have any corrections or changes
to that testinmony?

MR MAJORS. No.

M5. MERS: And if | asked you those sane
questions today, would your answers be the same?

MR MAJORS:  Yes.
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MS. MERS: And is that infornation true and

correct to the best of your know edge and belief?

MR MAJORS: Yes.

M5. MERS. At this time, | would go ahead and
of fer those exhibits.

JUDGE HATCHER:  You have heard the nmotion by M.
Mers. Are there any objections? And again, we wll take
these up a combined question. Any objection to the
adm ssion of M. Majors' testinony 218, Exhibit 245, and
Exhi bit 269?

(No response)

Hearing none, so admtted.

(Exhibits 218, 254, and 269 adm tted)

M5. MERS: | would tender the witness for cross
t hen.

JUDCGE HATCHER: Thank you. And again, we will go
t hrough some of our excused parties rather quickly.

Charge Point.

(No response)

Googl e.

(No response)

Nucor .

MR ELLINGER: No questions, Judge.

JUDGE HATCHER: City of St. Joseph

(No response)
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Dogwood.

(No response)

Sierra Cub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.

JUDGE HATCHER: Vel vet Tech

Thank you

Evergy.

MS. WH PPLE. Yes, please. Thank you.

JUDGE HATCHER: Go ahead.

And this is Ms. Wipple, Wh-i-p-p-I-e.

Go ahead. |'msorry.

M5. WH PPLE:  Thank you.

JUDGE HATCHER:  For our future court reporter.

M5. WH PPLE: M. Mijors, there has been
di scussion and testimony in this case of staff's true-up
accounting schedules fromthe conpany's 2018 rate case.
Correct?

MR MAJORS:  Yes.

MS5. WH PPLE: And in this proceeding, MECG
witness Greg Meyer relies on those accounting schedules to
argue that the Sibley net book value should be 300 mllion.
|'s that your understanding?

MR MAJORS:  Yes.
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M5. WHIPPLE: In the 2018 rate case, did you

serve true-up discovery?

MR. MAJORS: | believe so. | was not involved in
most, if not all, of the discovery in the entire 2018 and
2016 rate cases.

M5. WH PPLE: Perm ssion to approach, please,
Judge?

JUDGE HATCHER: Granted.

M5. WH PPLE: M. Mjors, did you serve data
request 27T to Evergy 2018 rate case Case Nunber
ER-2018- 01467

MR MAJORS: Yes.

MS. WHIPPLE: And did this true-up request seek
all updates through the true-up period June 30, 2018?

MR MAJORS: Yes.

M5. WHIPPLE: Is this the response that you
received fromthe conpany?

MR MAJORS. In part, yes. This is the -- well,
it'"s not really the face sheet, but the Wrd docunent
description with the text of the data request that's
provided along with the actual information in Excel fornat.

M5. WHIPPLE: This is the witten response, but
you, of course, have noted that there were Exce
attachnents to this response?

MR MAJORS. Yes.
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M5. WH PPLE: And | have not provided those for

saving the trees purposes, but | have circulated the
witten response. |s that correct?

MR MAJORS:  Yes.

M5. WH PPLE: Could you please read the witten
response?

MR CLIZER:  Your Honor, | mght have an
objection. Can you give nme one nonent thought?

JUDGE HATCHER:  Yes.

That was M. Cizer.

Take a noment.

MR CLIZER: 1'll go ahead and | odge the
conpl aint, again, that this is hearsay. The statenents
bei ng made are being nade by Evergy's witness, not by this
w tness. Therefore, they are out of court statenents being
offered to prove the truth of whatever is being said.

JUDGE HATCHER: Can you di stinguish this request
to admt a data request fromthe data request just a few
m nutes ago that you said was offered in accordance with
the earlier Conm ssion order?

MR CLIZER: Actually, |I'msure which case was
cited in the Conmssion's order, to be honest. That was a
different case. Are you shaking your head because this
case is that one, or --

JUDGE HATCHER: Yes. It is a different case.
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Let me check the order.

MR CLIZER  Frankly, Your Honor, the other
document woul d have been hearsay, too. | didn't object to
it A because | chose not to and B, because Dr. Mark did
reference it, so | felt like the Rule of Conplete Evidence
woul d probably have allowed it in anyways.

JUDCE HATCHER: (kay. This is Judge Hatcher, and
| amreading frompage 6 of the procedural schedule order.
Order paragraph 6, sub H  "Data requests and responses
thereto nade by any party in file nunbers" -- | wll only
read the last four digits -- "0200" -- the list continues,
but | do not see 0146.

(kay. So that brings us back to Public Counsel,
M. Cizer, has raised an objection that a prior data
request response is hearsay. Can you -- go ahead.

MS. WH PPLE: W disagree with that, Judge. But
in any event. W aren't offering this for the truth of the
matter asserted. W are offering it to establish that
staff asked for and did receive this response to a data
request.

MR CLIZER If that's the only use for it, then
| agree it's not hearsay.

JUDCE HATCHER: | heard M. Cizer say he
wi t hdrew hi s objection.

MR CLIZER Assuming that that is in fact the
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only purpose for which it's being offered.

JUDGE HATCHER: Co ahead, Ms. Wi pple.

M5. WH PPLE: Thank you.

M. Mjors, could you please read the response
that you received to this data request?

MR MAJORS: |'mgoing to assume you want ne to
start at the bottomof the page -- front page?

M5. WH PPLE: Yes, please. Wwere it says
"Response. "

MR MAJORS: One and two and (for KCPL G eater
M ssouri Operations please see the attached spreadsheet
below). Plan reserve data provided as of June 30, 2018.
Production plant depreciation reserve is not maintained by
I ndi vidual generating unit except for latan unit 2.
Depreciation reserve reported in DR data request 0027T has
been allocated to each generating unit, except for latan
unit 2. Response prepared by Larry Milligan."

M5. WHI PPLE:  Thank you. And then you noted
earlier that it also states that there are two attachnents.
O course, M. Milligan's verification and plant and
reserve data June 2018, which was an Excel file, correct?

MR MAJORS: Yes.

M5. WHI PPLE: And do you recall receiving those
along with this? A though | have not duplicated themin

paper form here today?
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MR MAJORS. Yes.

M5. WHI PPLE: Thank you.

Judge, at this time | would like to offer this as
Exhibit 132 in the West rate case.

JUDGE HATCHER:  You' ve heard the notion by M.
Wiipple. Are there any objections to the adm ssion of
Exhibit 132 which is data request and response 0027T from
case nunber ending 01467?

MR CLIZER For the record, as long as it's only
being offered to establish the fact that the staff asked
for and received its updated depreciation information -- |
don't know exactly what the word | want is -- but | have no
objection. Oherwise, | object on the basis that it's
hear say.

JUDGE HATCHER: Hearing no objections, Exhibit
132 is allowed for the purpose of showi ng that staff asked
for and received said documents that are nentioned in the
data request.

(Exhibit 132 adnitted)

M5. WH PPLE: M. Mjors, is it true that
discovery in the 2018 rate case necessarily occurred before
the Comm ssion issued its report and order in that case?

MR MAJORS: Yes.

M5. WHI PPLE: And was a petition for an
accounting order filed by OPC and MECG after the
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Commission's order in the 2018 rate case?

MR, MAJORS: That's ny recollection. | can't
tell you the exact date, but it was after the Comm ssion
order.

MS. WH PPLE: Wuld you agree that sitting here
today, you don't have a reason to dispute the veracity of
this data request response?

MR MAJORS: No. | don't have a -- | don't
request the data request response.

M5. WH PPLE: Are you aware that a
non-unani nous stipulation was filed in this proceeding on
August 30, 2022?

MR MAJORS:  Yes.

MS5. WH PPLE: And there was a public version
filed as well as a confidential version, correct?

MR MAJORS: |'mgoing to assune that's correct.
| don't know that there was confidential information init,
but | know it was filed.

M5. WHI PPLE: Okay. Perm ssion to approach,
pl ease, Judge?

JUDGE HATCHER: (Go ahead.

M5. WH PPLE: M. Mijors, is this the public
version of the stipulation and agreement filed in this
proceedi ng on August 30, 20227

MR MAJORS: Yes. It would appear to be. Yes.
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M5. VHIPPLE: And | will just note for the record

that | did not include all of the volum nous schedul es that
were attached to this document, but they are, of course, a
part of the record in this case.

Can you please turn to page 10.

MR. MAJORS: Yes, |'mthere.

M5. WH PPLE: Do you see paragraph 11 which is
entitled, "Depreciation Rates"? It has three subparts A
B, and C

MR MAJORS: Yes.

M5. WHI PPLE: Could you pl ease read subparagraph
11C.

MR MAJORS. "The company will record and track
depreciation reserve for generating facilities on an
i ndi vidual unit/location basis."

M5. WH PPLE: Is it your understanding that the
conpany's fixed asset system it's plant accounting system
had not historically been tracking depreciation reserve on
an individual unit and |ocation basis?

MR MAJORS. M understanding fromboth the prior
data request responses in the current and prior cases, that
woul d be true for generating station plant, not necessarily
distribution and transm ssion.

M5. WH PPLE: And is that why parties put this

| anguage in the stipulation, so that the conmpany coul d
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start to track by the unit and | ocation |evel?

MR, MAJORS: You know, | really can't conment on
why the parties put this information in there for their
various reasons. | don't know that | could comment on
t hat .

UNI DENTI FI ED SPEAKER.  Yeah. [|'mgoing to say
this is comng dangerously close to discussing settlenent.
Not objectionable to what she's asking, but just keep that
I n mnd.

M5. WH PPLE: | was just asking for the wtness
understanding as to why this [ anguage exists in the
stipulation and agreenent.

JUDGE HATCHER: | think he's answered that he
doesn't know.

M5. WH PPLE: Ckay. Thank you.

M. Mjors, since staff agrees that Sibley's net
book value is the 145.6 mllion figure, you would also
agree that the value of the AAOliability that should have
been deferred based on the Conm ssion's 2019 order in the
AAO case is $49 mllion. Is that correct?

MR MAJORS: You'd have to tell ne if you're
referring to the portion of the AAOthat's the expenses or
the rate of return.

M5. WHI PPLE: The val ue of the return collected

on rates.
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MR MAJORS: | think in -- what's currently in --

wel |, what was presented in staff's true-up, and in
testinmony, in direct, was the 49 mllion that you
referenced. | think that -- | know that there's been sone
presentation on sone conments | nade (audio cuts out). |
think it would be logical if whatever net book val ue that
t he Comm ssion determ nes, either the 300 or the 145 or
somewhere in between, that if the Comm ssion were to
include the rate of return deferral, then it should be
based on whatever net book value is calculated.

So in answer to your question, staff supports
inclusion of the 145 and the anmounts in direct testinony
are calculated -- the 49 mllion is calculated based on the
145 net book val ue.

M5. WH PPLE: Do you agree that the amounts of
operational and nmai ntenance expenses -- O&M -- deferred,
pursuant to the report and order in the Sibley AAO case
total approximately 39 mllion?

MR MAJORS. Yes. That was an update from
staff's direct recomendation based on a response to data
requests, the conpany's work papers, and information
provided by the conmpany. There were some adjustments made
on filings and an order froma separate fuel clause
adj ustment case that reduced those nunbers to what you

said, the current 39 approximately mllion dollars.
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M5. WH PPLE: Thank you. No further questions at

this tine.

JUDGE HATCHER: Thank you, Ms. Wi pple.

Let's go to MEC, which has been excused.

And M. Opitz, MECG

MR OPITZ: Thank you, Your Honor

Good norning, M. Mijors.

MR MAJORS: Good norning.

MR OPITZ Let's talk about your calculation of
the regulatory liability. You calculate the return that
was built. Wen you are calculating that you cal cul ated
the return that was built into rates off of the conpany's
unrecovered investment, correct?

MR MAJORS:. (Audio cuts out) the value of 145,
that's what's in the calculation right now.

MR OPITZ: That's in your calculation. And you
i ncl uded approximtely $39 mllion for & correct?

MR MAJORS. As adjusted, vyes.

MR. OPITZ: And MECG al so recogni zed that $39
mllion, approxinately.

MR MAJORS. | take your word for it. | don't
know if it was -- it originally was 41. | think there were
some adjustments. But | don't know if they dispute those
adj ustnments. But if you're saying you support the 39,

woul dn't doubt that.
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MR OPITZ: And you understand that M. Meyer

cal cul ated the return on a higher unrecovered investment,
correct?

MR MAJORS: Yes.

MR OPITZ. And if the Conm ssion adopted M.
Meyer's unrecovered investment value, your cal cul ation of
t he unrecovered investment woul d be exactly the sane as
hi s?

MR MAJORS. Coul d you repeat that one nore time?

MR OPITZ. Sure. If the Conm ssion adopted M.
Meyer's unrecovered investnent figures, your calculation of
t he unrecovered investment woul d be exactly the sane as
his, the return portion.

MR MAJORS. Ch, yes. | think naybe to interpret
your question, if the Commssion allows a return -- a
return of the return on fromthe |ast case, whatever the
net book value is, that's what the return should be
cal cul ated upon. \hether it's 145 or the 300. | think M.
Meyer cal culated on the 300. So that's -- it should
follow It wouldn't nake any sense to use a net book val ue
of 300 and calculate the return on fromthe |last case on
145. It shoul d be consistent.

MR OPITZ If that were the case, your
cal cul ation woul d be equal to M. Meyer's calcul ation,

correct?
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MAJORS: W thout seeing the math, yes.

CPI TZ: The sane simlar nethodol ogy and

MAJORS:  Yes.
OPI'TZ: GCkay. And your position is that you

want to offset the regulatory asset by the regulator

liability; is that right?

MR.

recomendat i on

MAJORS: | think generally with staff's

-- primary reconmmendation, is that those two

woul d of fset and you would have a relatively small anmount

that you woul d then anortize as an increase -- well, that

was staff's direct position -- but you would have a

relatively small regulatory asset that you would anortize

over five years. | think if you changed either the --

whet her you include or exclude the rate of return deferral,

whet her you increase the net book value, | think some

change is warranted to reduce the sheer inpact of those

anount s.

VR,

CPITZ: So | guess the main difference here

bet ween staff and your cal cul ations and M. Meyer's

calculation is you use about 100 mllion for net book

val ue, and we use 245 mllion.
MR MAJORS: Yes. Net of the depreciation

offset, which | don't think any party has disputed. Yes.

| would agree with that.
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MR OPITZ: Okay. So there's a |lot of

simlarities in the way we woul d approach this. [It's just
determ ning that net book value and a lot of things flow
fromthere in the different parties' positions.

MR MAJORS. Yes. Neither one of us include that
In rate base, the unanortized net book value. So that's
anot her commonal ity between our two prepositions.

MR OPITZ: So now let's turn to the regulatory
asset. Are you the staff individual who reviewed the
calculation of that $100 mllion and approved it?

MR MAJORS. Are you referring to the -- sorry.
The 145 | ess the depreciation, but | think the calculation
woul d be the 145. Is that what you're referring to?

MR OPITZ  Yes.

MR MAJORS. Gkay. | did reviewthe
cal cul ations, the data requests, M. Spanos' work papers in
both the conpl aint case and the current rate case.
reviewed them froman accounting and auditing perspective
to see if those -- | were able to glean a neaning of the
145. | think for a more granul ar discussion of
depreci ation met hods, met hodol ogy, those would be better
asked of M. Cunigan, our depreciation expert.

MR OPITZ: ['mnot sure if this should be
directed to M. Cunigan or yourself, so I'lIl ask you and if

you can't answer, just let me know.
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So is it your understanding that the unrecovered

investnent in Sibley, in M. Spanos' testinmony fromthe EC
2019- 0020 case was based off of a theoretical reserve
cal cul ation?

MR MAJORS: Yes. |'ve read his testinmony and |
can at |least say that it's based off of theoretica
reserve.

MR OPITZ. Are you famliar with a theoretical
reserve cal cul ation?

MR MAJORS: Froma very high-1evel standpoint.
Yes.

MR OPITZ: Can you please -- can you explain
what a theoretical reserve calculation is?

MR MAJORS: It would be taking the additions
t hroughout the |ifespan and using current depreciation
rates as if they were in existence for the existence of the
plan. | can't give you nmuch nore detail than that. |
think that would be more of M. Cunigan (audio cuts out)
response.

MR OPITZ: So you don't know the actual formula
to do a theoretical reserve calcul ation?

MR MAJORS: No. | can't. No.

MR OPITZ. M. Mjors, did you work on the | ast
Evergy West -- | believe it was GMO at the time -- rate

case?
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MR MAJORS. Yes.

MR OPITZ: And are you famliar wth accounting
schedul es and how they function in the context of setting
rates?

MR MAJORS: Yes.

MR OPITZ: Your Honor, may | approach.

JUDGE HATCHER: Yes. (o ahead.

MR OPITZ. M. Mjors, wuld you agree that that
Is staff's true-up accounting schedules fromthe prior
Evergy West rate case?

MR MAJORS. Yes.

MR OPITZ. And if | could turn your attention to
the page for plant in service, which is schedule three,
page 1 of 11.

MR MAJORS. |'mthere.

MR OPITZ: Could you look at the colum, it's on
the far right, "MO Adjusted Jurisdiction."”

MR MAJORS. Yes.

MR OPITZ: And if you go to lines 22, that says,
"Total Sibley unit 1 steam"” And the value for that is
approximately $40.7 mllion.

MR MAJORS: Yes.

MR OPITZ:. And if you goto line 31, tota
Sibley unit 2 steam the Mssouri adjusted jurisdictional,

the value there is approximtely $38.5 nillion.
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MR MAJORS: Yes.

MR OPITZ. And if we goto line 40, which is
total Sibley unit 3 steam the M ssouri adjusted
jurisdictional amount is approxi mately $302.4 million.

MR MAJORS:  Yes.

M. OPITZ. And if you could turn to the next
page, look at line 49 which is total Sibley facility comon
steam you would agree that the M ssouri adjusted
jurisdictional amount is 94.8 mllion.

MR MAJORS:  Yes.

MR OPITZ. And | don't knowif you have a
cal cul ator but subject to check, if | add those up, it
woul d be 476.4 mllion.

MR MAJORS: That's what | have.

MR OPITZ. COkay. Now, if you could look to
schedul es six, page 1 of 11, which is the accumul at ed
depreci ation reserve schedul es.

MR MAJORS:  Yes.

MR OPITZ: |f we |ook at the sane M ssour
jurisdictional amounts for the corresponding |ines there of
22, total Sibley unit 1 steamis approxinately 23.8
mllion.

MR MAJORS:  Yes.

MR OPITZ: For line 31, total Sibley unit 2

steamis approximately 21.7 mllion
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MR MAJORS. Yes.

MR OPITZ: Line 40, total Sibley unit 3 steamis
approximately 96.2 mllion.

MR MAJORS: Yes.

MR OPITZ: | think we go to the next page now,
line 49, total Sibley facility comon steam the anount
there is 34.8 mllion.

MR MAJORS: Yes.

MR OPITZ: And subject to check, would you agree
t hat addi ng those up equals 176.5 mllion?

MR MAJORS. That's what | have.

MR OPITZ: Soif | were to subtract that 176.5
fromthe original plant and service value of 476.4, that
equals 299.9. Wuld you agree?

MR MAJORS: Yes.

MR OPITZ. So you agree with me that if you go
back to the accounting schedul e one, page 1, line 1, which
I's the net original cost rate base.

MR MAJORS: Yes.

MR OPITZ. And that is, | think, $1.9 billion;
Is that right?

MR MAJORS: Yes.

MR OPITZ: That value includes that 299.9
mllion of unrecovered investnent as depicted in staff's

accounting schedules. Correct?
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MR MAJORS: Yes.

MR. OPITZ: And those schedul es were used to set
rates and apply the rate of return to.

MR MAJORS:  Yes.

MR OPITZ: Can you show ne anywhere in these
accounting schedul es where the 145 val ue that the conpany
and staff have used as in rates?

MR MAJORS. No.

MR OPITZ. O any subsequent case, can you
| dentify where that 145 woul d have been in rates?

MR MAJORS: | think this is the subsequent case
and no. | think it's on the conpany's schedules but that's
only because they calculated it.

MR OPITZ: That's all | have. Thank you.

JUDGE HATCHER:  Thank you, M. Qpitz.

M. dizer.

MR CLIZER: Before | begin, Your Honor, you had

ment i oned somnet hing about wanting to break. |'mjust --
|"mnot sure | want to take 10 mnutes. |Is that -- up to
you.

JUDGE HATCHER: You're not sure if you're going
to --

MR CLIZER: Take nmore than 10 m nutes. |
t hought you said you wanted to break at |ike five until.

You're going to have to be called back to the stand either
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1 way.

2 JUDGE HATCHER: Let's go ahead and take our break
3 now Yes. And we will go back at 1 o'clock. That is our

4 break for lunch. And when we return, it will be M. Mjors
5 on the stand wth our final cross-examnation by Ofice of

6 Public Counsel.

7 Just to verify, M. Opitz, you did not offer that
8 document, correct? W'Il still be on this topic after

9 lunch --

10 MR OPITZ: Your Honor, you know, | would Iike
11 to, but | have not provided a copy to all counsel.

12 JUDCE HATCHER: Yes. | noticed that.

13 MR OPITZ: So | can provide it electronically,
14 or | guess | can go print out. It is quite a large

15 document. So -- it is filed in that prior case and was

16 admtted into evidence in those cases. Could the

17 Conmmi ssion take admnistrative notice of that accounting

18 schedul e?

19 JUDGE HATCHER: W coul d but we'd prefer to have
20 it as an exhibit.

21 Let's see if M. Cizer has a solution.

22 MR CLIZER | was going to offer, subject to

23 check of course, but | believe that the entire document is
24 actually attached as a schedule to M. Robinett's

25 testimony. So it mght be entered on that basis, but |
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don't know if that would solve M. Qpitz' concern.

JUDGE HATCHER: |'mgoing to take |unch and we
will revisit this at 1 o' clock, and we shoul d have answers
t hen.

(kay. Let's go off the record. W are at recess
for lunch. Everyone please cone back at 1:00 p. m

(Recess taken)

JUDGE HATCHER: The hour of recess having
expired, let's go back on the record. A couple rem nders,
we do have all commi ssioners in attendance on the WebEx.
Al'so, we are without a live court reporter for today's
hearing. So just a gentle remnder to the presiding
officer and all of the counsel and w tnesses. Please speak
slowy and into the mcrophone.

Wth that said, we left off with M. Mjors
testifying for staff and we were to our |ast
cross-examnation party, M. dizer

M. Mijors, as you take a seat, you were sworn in
earlier this morning, | just would like to rem nd you that
that's still applicable.

M. dizer, your W tness.

MR CLIZER Thank you.

And good afternoon, M. Mjors.

MR MAJORS:. (Good afternoon.

MR CLIZER Al right. 1'mgoing to ask you a
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series of questions. These are fairly sinple, so not

trying to be tricky. You're famliar with the Sibley
CGenerating Facility units 1, 2, and 3?

MR MAJORS:  Yes.

MR CLIZER: And it's accurate to say it's been
fully retired at this point, correct?

MR MAJORS:  Yes.

MR CLIZER. And in fact, Evergy has begun -- or
at least begun the dismantlenent of the (audio cuts out),
correct?

MR MAJORS: | believe it's conplete, but they
have begun it. Yes.

MR CLIZER. That was going to be nmy next
question. So it was accurate to say they have conpleted
di smant | ement ?

MR MAJORS:  Yes.

MR CLIZER: So it is accurate to say that the
Sibley facility will no | onger be used for generating
electricity?

MR MAJORS: As it stands today, yes.

MR CLIZER: How famliar are you with
depreciation issues?

MR MAJORS: Sonewhat famliar.

MR CLIZER: 1'mgoing to ask you these

questions, but if you feel like | need to kick themto M.
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Cunigan, just let nme know. \Wen a plant is first booked,

you book the initial cost to plant and service, correct?

MR MAJORS: Yes.

MR CLIZER And as depreciation reserve
accunul ates, it's booked to a separate account, correct?

MR MAJORS: Yes.

MR CLIZER And the net book value of a plant is
equal to the initial plant service |less the accumulative
depreciation, less any net (audio cuts out).

MR MAJORS. Generally speaking, yes.

MR CLIZER And that net book value is what is
then put into rate base, generally speaking?

MR MAJORS. Along with the whole group of
assets. Yes.

MR CLIZER And that's what the conpany is
allowed to earn a return on, correct?

MR MAJORS: Yes.

MR CLIZER And if | were to hold the initia
costs in plant in service constant, and | were to hold net
sal vage constant, so I'monly nodifying the accunul at ed
reserve that has been collected, if | increase the amunt
of reserve, | decrease the net book value of the plant.
Correct?

MR MAJORS: Yes.

MR CLIZER And that would | ower the amunt that
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t he company woul d earn a return on?

MR MAJORS:  Yes.

MR. CLIZER. And conversely, if | decrease the
accumul ated depreciation reserve that has been collected, |
woul d increase the nethook val ue.

MR MAJORS:  Yes.

MR CLIZER: And thereby increase the anount the
conmpany woul d earn a return on

MR MAJORS:  Yes.

MR CLIZER: Are you famliar with the RTO
mar ket s?

MR MAJORS: Cenerally, vyes.

MR CLIZER: Would you agree with me that a
utility operating in a market will generally sell all of
Its available generation into the market and then purchase
back the energy it needs to operate?

MR MAJORS:  Yes.

MR CLIZER: And if utility has |ess generation
to sell than it needs to purchase back -- well, never m nd.

| apol ogi ze, Your Honor. | think | actually am
going to cone in under 10 mnutes. |'mvery sorry. | have
no further questions. Thank you.

JUDGE HATCHER: Thank you, M. i zer.

Now we turn to Conm ssion questions. Are there

any comm ssioner questions for M. Majors of staff? And
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again, it is star 6 to unmute if you are on a phone.

(No response)

(kay. Hearing none, the bench does have a couple
questions. Wen M. dizer was tal king about assigning the
purchase price to an account and then al so assigning the
depreciation to an account or accunmulated interest -- I'm
getting no hel p.

Wien M. Cizer was asking about assigning those
different costs for Sibley at the time it was purchased, or
sone imaginary, theoretical plant, your answer was that it
got assigned to such and such account.

MR MAJORS: Yes.

JUDCE HATCHER: That account is fromthe US
what's the abbreviation USAA --

UNI DENTI FI ED SPEAKER:  USQA.

JUDGE HATCHER: USOA. Thank you.

MR MAJORS. Uniform System of Accounts.

JUDGE HATCHER: Thank you. For electric
conpani es.

MR MAJORS. Yes.

JUDGE HATCHER: Do you know when that was
est abl i shed?

MR MAJORS:. The Uniform System of Accounts?

JUDGE HATCHER:  Yep

MR MAJORS. | would hazard to guess probably
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sonetime in the 1930s. That would be a guess. | don't

know when it was established for use by the Conm ssion for
determning rates. Probably around the same tine, but that
woul d be a guess.

JUDGE HATCHER: What |I'mdriving at is the
difference in time when Sibley was built was 60 sone years
ago, and so I'mtrying to get to, would that have been in
the same -- would that have followed the same course under
the USOA? O has that rule changed as | think M. Spanos
had kind of nmentioned that they changed fromthe life
expectancy, | think. So I'mjust wondering if there was a
difference there.

MR MAJORS: (kay. So to answer your question --

JUDCE HATCHER: Yeah. |'msorry. That was a
terrible question.

MR MAJORS. No. |'Il attenpt to answer. So the
plant instructions for the USCA woul d -- where you book the
construction costs would be in accounts 310 through
approximately 316. And so that's where you woul d book the
pl ant as an asset account upon purchase or construction.
And so as you go through time, you would accrue a reserve -
- by account, not necessarily by unit, you woul d accrue
depreciation expense along with the other itens that go
into there as net salvage, things like that. But as that

expense accrues, that -- call it a contra account, would
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grow | arger.

| think what M. Spanos was referring to in
change of depreciation nethod on [ifespan or remaining life
Is -- I'"'musing exanples here. Say if boilers account 312
was four percent and then you would accrue to that account
four percent depreciation reserve each year. So that's
your return of that asset as the asset gets depleted by use
or as tine goes by, changes in the art, things like that
that's the consunption of the useful |ife of the asset.

And so what | think M. Spanos is saying that the
changes for the life or lifespan accounting would just be
the change in that rule rate of four percent versus a three
and a half percent, or versus a five and a half percent.
That's what the -- not necessarily an accounting change but
a change in the rate at which you accrue that depreciation
expense that accumulates to reserve.

JUDCE HATCHER: Thank you, M. Mjors. M next
question is -- | want to talk about the 300 mllion versus
145.6. Would you wal k me through how staff -- et me set
t hat back up.

| understand that staff was recommending the
Commi ssion use a $300 million net book value in the
conpl aint case, the 0200. And -- sorry, |I'll stop there.

MR. MAJORS: You said staff reconmended a 300 in

t he conpl ai nt case.
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JUDGE HATCHER: | think it was the conplaint

case.

MR MAJORS: Just to answer that question, either
Mark Qgl eshal er (phonetic) was a witness in that case.
don't recall that we supported the 300 net book val ue.
coul d be wong about that but there were several net book
values -- in fact, I've got the order. And in fact, |
think the order references -- if you'll pardon ne a nonent.

|"ve got the order fromthat conplaint case. And
as | said in nmy testinmony, the Conm ssion did not determne
what net book value to use. On page 9, paragraph 21, |'m
reading here fromthe order, "The estimated net book val ue
of each Sibley unit and the comon assets at Sibley as of
June 30, 2018, as calculated by GMOs witness, is 145.7
mllion. Public counsel's witness estimated that net book
value at 160 mllion. Wile MECGs witness estinated that
value at 300 mllion."

Wiile this order doesn't mention staff, | don't
know that staff did not have an opinion. But | don't
recall that staff had one and it wasn't in this paragraph
in the order.

JUDGE HATCHER: Was there any novenent from staff
from supporting or using the $300 mllion figure to the
1457

MR MAJORS. (Ckay. | can certainly comment on
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that. Staff -- | reviewed the EC case in which the 145 was

cal cul ated. That was the value we used for the direct
filing. W reviewed, as you do, testinony from other
parties to get, you know, the specific issues on the
differences of the issues. And so | did read
M. Meyer's testimony on the 300 mllion. | went back to
the last case and did see that 300 mllion was the
cal cul ated net book val ue based on taking the plant |ess
the reserve, as appeared in staff's accounting schedul es.
Staff -- | looked to see if there was any way --
what's the right value? So it is the right value, nore
inportantly. W talked internally and | guess that the
staff cane to the conclusion that there's no real way -- we
didn't have really any good argunents agai nst the 145 and
we're being told by the conpany that 300 is based on the
(audio cuts out) of the reserve, which was not recorded on
a unit specific basis. So you've got that.

| also did -- not as a depreciation expert but as

an auditing accounting expert, | went back to the 2004 rate
case, which was the nost recent -- or the ol dest that was
still available on EFIS and | ooked at staff's accounting

schedules to see if | could rebuild and do an estinate of -
- using those original plant values -- not original plant
val ues but back to 2004. Those we could get. Could I take

those fromcase to case and rebuild a estimted reserve
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based on plant in service, the original reserve as of '04,

and taking the plant and depreciation accruals fromcase to
case to estimate what would the current reserve be just
using the rates that were accrued fromstaff's accounting
schedul es.

And | cane up with -- just high-Ievel
cal culation, not getting into the things that M. Spanos
woul d do -- ny net book value that | calculated high |eve
woul d be around $234 million. That's using -- if | were to
go case to case using the Conm ssion ordered depreciation
rates, and the plant in service on the accounting
schedul es, calculating the accruals between rate cases,
that's the number | conme up with.

And so to sumit up, | think | respect M.
Spanos' expertise as an depreciation expert. | can't
recal culate the 145 mllion that he arrives to. But on the
other hand, | don't dispute the conpany saying that what
was an allocated -- the reserve in the 2018 case was not
assigned to that plant, it's an allocated reserve. | can't

- you know, | have that fact. So | think the 145 is

probably the best estimate based on expert testinony that
We can see.

JUDGE HATCHER: Just to make sure that |'m
followng. You're testifying that staff did not

necessarily go froma 300 mllion to a 145 in their
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position. The 300 mllion was brought up in the other

previous case, the 0200, the conplaint case for the AAQ
And then as you went through the testinony in this case,
you attenpted to recreate any number and what you canme out
to was 234 million. But given your expertise is not in
depreciation and it was a high level, you' re saying that
was W thin your -- nmaybe not confort level, but you didn't
have enough infornmation to say you were absolutely nore
correct and you didn't have enough information to say that
Evergy's 145 mllion was incorrect, so you can accept
theirs

MR MAJORS: | think that's a very accurate
description of what the thought process was. And anot her
poi nt, when you look at the 300 mllion, it just -- and
this is the highest |evel you can get -- it doesn't nake a
whol e I ot of sense that a (audio cuts out) old unit would
still be two-thirds undepreciated. And so that's what you
would -- if you believe the 300 mllion net book val ue,
then you believe that depreciation over nearly 60 years for
units 1 and 2, and unit 3 was a vintage 1969 -- that woul d
be 58 years-ish

And so even with -- | think it was discussed
earlier. There was two high [ evel inprovements to Sibley.
One was in the late 80s/early 90s. The western coa

conversion that | think you discussed with M. Spanos
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earlier. That was to convert it fromusing the high sulfur

coal to the low sulfur coal. The other being in the
2009/ 2010-time franme when the selective catal ytic reduction
equi pment to control SC2 emissions -- I'msorry, nitrous
oxi de em ssions, was installed in the unit. That was
approxi mately $109 million. And | believe there was
probably -- | believe there was some precipitator work to
control particulate emssions in that sane tine frame. But
even wth those inprovenents, you're still faced with if
you believe in the 300 mllion, it's still two-thirds
undepreci ated. That, on a high level, doesn't make all
that nuch sense.

JUDGE HATCHER: |s there any advantage to
sharehol ders or ratepayers for making the $109 mllion
| mprovenent and then setting perhaps an artificial
depreciation date of 40 years longer? 1|s there any (audio
cuts out) to the previous Public Service Conm ssion
assigning a depreciation schedule that | think we're now
argui ng was too |ong?

MR MAJORS: (Ckay. | think you're saying was
there any benefit or was there any notivation to set --

JUDGE HATCHER: Coul d there be.

MR MAJORS: No. | nean, | don't dispute -- |
believe the extended useful life -- and somebody w ||

correct me if I"'mwong -- was 2040. | nean, | think
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general Iy, you would use that retirement rate to set

depreciation rates. Again, |'mnot a depreciation expert.
Wien you' re devel oping remaining |ife depreciation rates,
you woul d take that retirenent date into account. And |
don't think there was anything nefarious either way in
setting depreciation rates too high or too | ow.

Evergy, in consultation with its own interna
engi neers and outside experts, they determne unit by unit
when do we think we can operate this unit profitably,
safely, and within |aws and regulations. And that date is
used to project out once the recovery period -- what's the
proper recovery period? And it's never going to -- like
anything else, it's never going to be perfect. So | would
suspect that every unit will have some net book val ue at
the end of its life.

In fact, as a contrast to where we are here at
Sibley, the Muntrose unit, which was a three-unit site,
Montrose 1 was retired | think in 2016. Mntrose 2 and 3
were retired at the end of 2018. Not (audio cuts out)
site, three units approximtely 160 megawatt a piece,
vintage late 1950s, old. Somewhat -- well, less efficient
t han other generating units on the system [|f continued
operations woul d happen, in need of substantial investment
I n environnental equipment. And so according to the

company's IRP, it did not make a | ot of sense to keep those
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units runni ng.

And by the same token, in conmparison to Sibley,
they still had a substantial net book val ue on the books.
Now, that net book value for Montrose was not separately
cal cul ated by M. Spanos or any other depreciation expert.
It would have been sinply buried in the depreciation
reserve. So that's kind of a -- it's a contract between
where we are at Sibley because it had another 20 years of
life left. \WWereas Montrose, | don't believe did. O at
any time, or in the near past, those units were just
expected to be retired because of their age, efficiency,
and the investnent required to keep them running.

JUDGE HATCHER: Thank you. That cleared a | ot
up. | think | was confused on the 40 years with the 2040.
But just one snall detail. Thank you.

And |'msorry, that is going to open this all
back up to recross and redirect. W're going to keep you
up here a little bit longer. But thank you, M. Mjors.
You' re doing a great job

That will take care of bench questions. Let's go
to recross and let me find ny handy new schedule. Again
we will go fairly quickly for our new court reporter and
those in the courtroom

Charge Point, any questions?

(No response)
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1 CGoogl e.
2 UNI DENTI FI ED SPEAKER:  No questions, Your Honor.
3 JUDGE HATCHER:  Nucor.
4 MR, ELLINGER No questions, Judge.
5 JUDGE HATCHER: City of St. Joseph.
6 (No response)
7 Dogwood.
8 (No response)
9 Sierra d ub.
10 (No response)
11 Renew M ssouri .
12 M5. GREENWALD: No questions, Judge.
13 JUDGE HATCHER: Vel vet Tech.
14 M5. BELL: No questions, Your Honor.
15 JUDGE HATCHER.  Evergy.
16 M5. WH PPLE: Excuse ne, briefly.
17 JUDGE HATCHER:  Yes.
18 M5. WH PPLE: Jackie Wipple again for the
19 conpany.
20 M. Mjors, you were discussing wth
21 M. Opitz and then with Judge Hatcher the different
22 accounts with the conpany and how rates are set, trying to
23 make that general. Do you recall that conversation?
24 MR MAJORS: Yes.
25 M5. WHIPPLE: Isn't it true that the individual
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unit plant bal ances and reserve bal ances don't have an

| npact on setting rates?

MR. MAJORS: Because they're all grouped
together, yes, | would agree with that.

MS. WH PPLE: Yes. So in other words, only the
aggregate amounts of reserve bal ances are used to set
rates; isn't that right?

MR MAJORS:  Yes.

M5. WH PPLE:  And so isn't it also true that M.
Spanos' unit and |ocational calculations would not have
| npact ed the aggregate bal ances that were used to set rates
in the ast rate case?

MR MAJORS: No. | don't believe they woul d
| mpact that.

M5. WH PPLE: Thank you.

JUDGE HATCHER: Thank you. That will take us to
excused party MEC

(No response)

Next is M. Opitz with MECG

MR, OPITZ: Briefly, Your Honor.

M. Mjors, you were discussing your calculation
to get to a $234 mllion value with the judge. Do you
recal | that?

MR MAJORS: Yes.

MR OPITZ: Can you tell ne what time period you
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used in nmaking that calcul ation?

MR MAJORS: So what | did was went back to the
2004 rate case, which the plant cut off -- I"'msorry, ER
2004- 0034 when it was still Aquilla. The plant cutoff was
Septenber 30th of 2003. |'msorry, does that answer your
question? | can describe the other cases as well.

MR OPITZ: So you started there but up through
when, | guess that length of tine.

MR MAJORS: | cut off at the 2018 rate case.
And so what | did was | used the beginning reserve. Back
then it was -- 2004 was $127 mllion and used the
authori zed depreciation rates on the plant in service.
Accrued that depreciation until the next rate case when
rates woul d have changed. That would be the 2006 rate
case. And went rate case to rate case using those plant
bal ances, accruing the depreciation and then addi ng that
up.

And then the second step was to -- for the
Interimadditions between case to case, | used the average
of the plant balances, the difference. So if you had a
pl ant bal ance in 2006 versus 2004, take the difference,
divide by 2. You assume, ratably, that plant was added.
And then you'd assign depreciation reserve based on the
authorized rates. And so doing that, | would call it a

sinple exercise would conme up with around $234 mllion.
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But again, that's a sinple exercise based on what was in

staff's accounting schedul es going back to 2004.

MR OPITZ: Thank you.

No nmore questions, Your Honor.

JUDGE HATCHER: And M. dizer?

MR CLIZER 1'd like to start picking up where
Ms. Wi pple fromEvergy left off. You, | believe -- and
"' m going to paraphrase here, so make sure | get this
correct -- said that the reallocation -- the theoretical
real l ocation M. Spanos performed woul d not have had an
| mpact on the aggregate net plants. Did | get that right?

MR MAJORS: | think she had mentioned it was in
the last rate case, and ny interpretation was, let's say
you had your pool of reserve -- for generation only. Let's
just put it that way. If M. Spanos were to take that pool

- let's say you half a half a billion dollars, and al
he's doing is dicing it up, allocating it to certain units
based on his cal culations, versus a very sinply allocation
based on rel evant amounts of plant, so it's just a ratio.
As long as your total pool of half a billion -- ny exanple
- of reserve is still there, then there's no rate-based

| npact, therefore, no revenue requirement inpact. But
that's ny interpretation of her question.

MR CLIZER 1'd like to run down that path just

alittle bit if you're willing to bear with ne.
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MR MAJORS: Sure.

MR. CLIZER Let's for the sake of this, let's
assume a hypothetical, right. Let's assune that the
utility has two generating plants.

MR MAJORS: Yes.

MR CLIZER We'Il call net original costs for
both of them6 mllion. W'Il keep it sinple.

MR. MAJORS: Each?

MR CLIZER Each. And we'll say accunul at ed
reserve at 4 mllion each. Al right. So the unrecovered
bal ance, the net book value is 2 mllion each for these,

right?

2

MAJORS:  Yes.
CLI ZER: But the total net book value is 4

2

mllion?

MR MAJORS. Yes.

MR CLIZER \What happens if the Comm ssion were
to order that you couldn't earn a return on plant A? How
much woul d you earn a return on at that point?

MR MAJORS: | believe it would be the $2 million
net book val ue of the second plant.

MR CLIZER Wiich I'll refer to as plant B, to
keep things sinple.

MR MAJORS. Plant B. Yes.

MR CLIZER And if we reallocate the
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depreciation reserve, so that we take 2 mllion from pl ant

B and put it into plant A-- sorry, | have to nove cl oser
tothe mc. W reallocate that reserve, so we take 2
mllion fromB and put it into A So as | figureit, it
would be 6 mllion total depreciation reserve for A and 2
mllion total depreciation reserve for B

MR MAJORS: |1'mgoing to say yes, but | think
one of those you said they couldn't earn a return.

MR CLIZER Sorry. Let's say that they're
earning a return on both at the nonent.

MR MAJORS: (kay.

MR CLIZER: Under that scenario, the tota

amount of plant on which they would earn a return -- if
they could earn a return on both, if still 4 mllion,
right?

MR MAJORS:  Yes.

MR CLIZER: And that's consistent with what you
said. As long as you can earn a return on both plants,
shifting the depreciation doesn't affect the aggregate
plant that you earn a return on

MR MAJORS: Right. Nor does it affect (audio
cuts out).

MR CLIZER. But if | again come back and say
they can't earn a return on plant A in the second

scenario, you would agree with me that they're now earning
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a return on $4 nillion worth of remaining plant.

MR MAJORS:

mllion fromA to B?

MR CLI ZER
MR. MAJORS:
MR CLI ZER

This is assum ng you noved the two

Correct.
Yes.

So by shifting the reserve from

plant Ato plant B, you increase the amunt on which you

can earn a return, if you assune that there is no return

earned on plant A

MR MAJORS:
MR CLI ZER:

If you did those transfers, yes.

Thank you. Really quick, you had

menti oned how you woul d come up with a 234. The 2004 rate

case that you used, were you starting with staff's

accounting schedul es?

MR MAJORS:

accounting schedul es.

| was starting with the |ast known

| went through each case and

determned if there was a stipulation or an order and

whet her or not depreciation rates changed, or they were

stipul ated, or ordered.

For each case, | went to the -- it

was typically -- | think for these first two, there was no

true-up. Since then, there's been sone true-ups. So to

answer your question, yes, | used the |atest, greatest

staff accounting schedules. Those were the earliest ones

that | could appropriate on EFIS.

MR CLI ZER:

Thank you. Now, in response to a
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question fromthe judge, you were kind of explaining why

you decided to go with M. Spanos' nunmber versus, say, Wwhat
MECG has put on. Do you recall that?

MR MAJORS: Yes.

MR CLIZER And again, |'mparaphrasing. |'m
trying to do it well, but you'll correct me if | do it
wong. Your answer was effectively, you couldn't verify
M. Spanos' nunber, but the company had told you that the
2018 rate case numbers were based on a general allocation
of reserve, and that's why you went with it.

MR MAJORS. That's probably a very condensed
version. I'mnot going to disagree with that.

MR CLIZER What | want to confirmis that it
was staff's position based off the conpany's representation
of the 2018 case that effectively decided that you would
agree with M. Spanos.

MR MAJORS. Not entirely. Oher prior responses
to DR27 have said that it's not allocated -- those reserve
amounts aren't allocated by unit. And so, yes, the 300 is
there, but ny understanding is it's just based on the ratio
of arelative plant to say Sibley to Jeffrey to latan 2.
And then you take that up, you find the ratio of the plant
to total plant and then you nmultiply that times the total
reserve for the steamunits.

MR CLIZER Al right. One last line of

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ ) _ _ _ _ Page 229
questioning, | think. You had mentioned it not making

sense (audio cuts out) would still have two-thirds of its
depreciation. Do you recall that?

MR MAJORS: | would say in this scenario, yes.
It just doesn't make sense, at a very high level.

MR CLIZER And so woul d your conclusion be that
the depreciation rates that have been set in the past were
I naccur at e?

MR MAJORS: No. | think -- no. | don't believe
they were inaccurate. | think they were cal cul ated using
the best information that they had at the tine.

MR. CLIZER Would the same hold true for the
other generating facilities? Non-Sibley.

MR MAJORS:. What would hold true?

MR CLIZER Could there be an under recovery for
all of the other facilities?

MR MAJORS. | suppose there could. | don't
know. There coul d be.

MR CLIZER And finally, when you make that
statenent, what nethod of depreciation are you using to
conme to that conclusion?

MR MAJORS. Oh, that's just a sinple calculation
of taking the '18 case, the 476, which | think we've all
di scussed, versus the 176 in reserve. That gives you the
$299.9 nmillion if you take the 176 divide by the 476. That
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gives you a 37 percent reserve to total plant. And then

the one mnus that number, reciprocal, | think, would be 63
percent. So 63 percent of the total plant would be
unrecovered at the tine of retirement. On a very high

| evel, that doesn't nake a whole |ot of sense, in this
exanpl e.

MR CLIZER: No further questions. Thank you.

JUDGE HATCHER: Thank you, M. i zer.

And we go to redirect, Ms. Mers.

M5. MERS. Ckay. N cole Mers for staff.

| know you' ve wal ked through a few things a
couple of times, but | think just to nmake sure the record
Is clear and that all parties are on the sane page, could
you provide a concise, sinple statenent of what you | ook at
to calculate a value for Sibley to then put in an EMS run?
Because there's been a |ot of debate over the 2018, 2004, a
300 nunber.

MR MAJORS: So | think to answer your question,
let's go back to the 2018 case. W would request, both in
the direct filing and the true up, what's called staff data
request 27. It's a standard data request. (Audio cuts
out) probably for the last 30 years. W would obtain that
i nformation, mght have sone follow up data requests on
that. But that information would go into staff's

accounting schedules. Schedules three is plant in service.

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

_ ) _ Page 231
| believe schedule six is accunul ated reserve. And so we

woul d obtain that information by unit in nmost cases. |
think it's got nore detailed as of late, in ternms of
separating the units. But we would include that in staff's
accounting schedules and that's how net plant in service,
and consequently, rate base in the return is cal cul ated.

M5. MERS. So again, when parties were
questioning you on the various figures for net book val ue
in this case, the potential for the various conponents and
of fset, does that lead to the fact that there are that many
different nunerical val ues being suggested as the correct
net book val ue?

MR MAJORS. \Well, quite honestly, there wasn't a
|l ot of questioning until this case on the reserve that we
put in the accounting schedules. | think there is now.

And agai n, honestly, at the bottomof that page where it
says reserve isn't allocated by a generating unit, that was
kind of nore or |less an aside.

But to your point, if there's belief in that
nunber, | nean, that nunber is explained by what the
conpany has said. | don't dispute that. But the nunber
i dentified by M. Spanos is cal cul ated based on his
met hodol ogi es and techni ques to devel op that nunber. So
there can be -- there is (audio cuts out) what is the

correct number, is there a correct nunber that's accurate.
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MS. MERS: So would it be correct, to restate

what you just said, that it's just not as sinple as going
to the 2018 EMS run and pulling that figure?

MR MAJORS: No. | don't think it's that sinple
and it's -- | think if you take that in context with what
| ve done and went back to a high level do some kind of
verification of that, | don't come up with 300 mllion.
actually went farther than this and I went and | ooked at --
not went and | ooked -- but | pulled the information when
latan 2 came into service in 2010, in the subsequent 2012
cases, and obtained the plant in service and depreciation
reserve.

On the contrary, with latan 2, because it is
recorded on a unit basis, the build out of depreciation
that | calculated was right on top, very close to what the
company had in the '18 case. And so if | were to take that
from12 -- I"'msorry, the 2010 case through the '18 case,
take the latan 2 using authorized rates, building out the
reserve, | cane very close to what was actually recorded as
of June 30, 2018.

M5. MERS. And so the fact Sibley was not, at
| east in past cases, wasn't accounted for in an -- a unit
| ocation, individual unit location | think is the term
that's been used -- would you think that explains the fact

that the Conm ssion couldn't order, in the EC case, a set
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val ue for Sibley?

MR MAJORS: Well, | think part of the reason --
| think the reason the Comm ssion couldn't order a set
value is because -- well, not only that. Gkay. They had
the ability to order a set value, but it wasn't a necessary
requi rement of the AAO case. And in fact, they did not
order the specific &M deferral or the net book val ue
because the AAO case was sinply a determnation of whether
or not this event was extraordinary and whether or not the
conpany shoul d defer balance on their books and records.

But | think the reason why no net book val ue was
determ ned was because there were there were at |east three
opi nions on what the net book val ue should be. And so ny
under st andi ng was the Conm ssion wasn't required to
determne a net book value in that case, nor was it
required to determne the prudence of the retirement of
Si bl ey, which they noted in their order.

M5. MERS. And would you think it's fair to say
that -- in the EC case, you said there's at least three
positions. In this case, would you agree there's at |east
four?

MR MAJORS: Yes.

M5. MERS. And then in the 2018 case, | believe
you testified in response to questions fromvarious parties

that you were involved in that. Counsel for MECG even
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brought up the EMS run that you had been a part of,

correct?
MR MAJORS:  Yes.
M5. MERS. And did parties present nultiple
positions on that value in that case before it was settled?
MR MAJORS: M recollection -- well, the 2018

case was -- | believe it was a settled case, and that was -
- part of the driver was tax reform | don't recall that
the net book value was an issue at that tine. | think --

|"mnot going to talk for OPC, but | think they did take
some issue with the retirenent of Sibley. But | don't
think the net book value was an issue at the tinme of the
2018 rate case.

M5. MERS. And you, in response to sone
questioning fromthe bench, you were asked about at what
point in time you had reviewed the 300 mllion figure,
versus comng to the 145.6 figure. In your evaluation and
evi dence, other than what you explained to the judge, were
there any other problematic or reasons that you thought
that figure -- you couldn't rely on that as opposed to the
1457

MR. MAJORS: | think, other than what |'ve said
about the very high level, it doesn't make sense that is
two thirds undepreciated, no, | don't think there was any

other reasons why that the 145 was preferred over the 300.
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| think it's inportant to note that in rebuttal | said the

conmi ssi on shoul d consider and could consider the 300. But
staff's recommendati on and what has been in staff's revenue
requi renent nodel s has al ways been the 145, and the ot her
cal cul ations that are based on the 145.

M5. MERS. So to maybe sumnmarize, and --

JUDGE HATCHER: Ms. Mers, I'mso sorry to
interrupt. You keep nmoving this closer, but then you're
engagi ng the witness and noving away fromthe m crophone.
And since we don't have a recorder here, |'mso sorry to
ask you to nove that m crophone, again.

M5. MERS. | apologize. | wll. Mybe just make
sure sonmebody sanitizes it when |'mdone, but | wll get
very close. Hopefully this is better. But | think ['m
al nost done, so hopefully that helps. | guess to summarize
it and kind of put on a very |ayperson way of putting it,

I n your expertise and experience being trained as an
auditor, is it just fair to say that the 300 didn't pass
the snell test you?

MR MAJORS:. | don't know that | woul d
characterize it that way. | nean, the 300 is -- there's no
question that it's in the accounting schedules. There's no
question that if you were to go back in time, that's what's
in the books. That's what's -- as a response to the data

request and is on the book's records. But with the
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evidence and the testinony in this case, | would not use

that nunber. | think that what | just said may contradict
some of the things I've said in testinony, but staff's
recormendation is to use the 145.

M5. MERS. And then | think what woul d be ny
final question, but in your exam-- or when you were being
questioned by counsel for OPC, you were asked if you
t hought all plant could be under-depreciated. And that was
in reference to your statement that you' ve nade about
Sibley being only (audio cuts out) depreciated didn't make
sense. Did you do a calculation for any plant other than

Sibley, or ook at that information?

MR MAJORS: | |ooked at the information on the
Montrose plant. | do have that. And again, the Mntrose
plant was retired around 2016, March, and -- |'msorry.

Unit 1 was March of 2016, ny recollection of what this says
here, and Novenber of 2018 for units 2 and 3. | did ask
t he conpany what was the net book value at the time of
retirenent?

And simlar to what is on DR27, is that the
statenent that what cones out of power plan is just an
al l ocation based on total, reserve, total plant reserve.
And that net book value at the tine of retirement for unit
1 was $31 nillion. And units 2, 3 in comon was $137

mllion.
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M5. MERS. (kay. Apologies. M |ast question.

You were asked by the bench about the 145 in direct, and
then the nention of the 300 in rebuttal. Do staff continue
to evaluate issues and evidence after filing direct?

MR MAJORS. Absolutely. | think a great exanple
of that would be the last Spire case where the Ofice of
the Public Council brought to the Conm ssion and staff's
attention about a discrimnation [awsuit settlenent. And
that was sonething that we were unaware of prior to our
direct filing. So we supported renmoving those dollars.
woul dn't say that's an isolated exanple. | think other
parties do bring matters to staff's attention that we were
unawar e of.

MS5. MERS: And that doesn't just continue through
direct, but if something large cones to our attention in
rebuttal, it's throughout the case?

MR MAJORS. Oh, sure. Another good exanple is
in the 2014 case. W had sonething called independence
power of |ight transm ssion costs that were a newitemin
the true-up that we were unaware of until that tine. And
so we quickly hatched a position on that and determ ned
what staff's position was going to be. And that was just
strictly in the true-up. So, yeah. | think issues |ike
this sometinmes do evol ve throughout the case.

M5. MERS. (kay, thank you.
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JUDGE HATCHER: Thank you, M. Majors. You are
excused.
And staff, bring up your next w tness, please.
M5. MERS. Staff call Cedric Cunigan to the
st and.
JUDGE HATCHER: Sir, please raise your right
hand.

(Cedric Cunigan sworn)

JUDGE HATCHER: Thank you. Please have a seat.

Ms. Mers, go ahead.

M5. MERS. Could you please state and spell your
name for the record?

MR CUNIGAN. Cedric, Ce-d-r-i-c, Cunigan, Cu-
n-i-g-a-n.

M5. MERS. And by whom are you enployed and in
what capacity?

MR. CUNIGAN:  The M ssouri Public Service
Conm ssion and |'ma professional engineer.

MS5. MERS. And did you prepare or cause to be
prepared direct testinony that has been | abel ed Exhibit
209, rebuttal testinmony that has been marked Exhibit 237 in
both public and confidential formats, and surrebuttal true-
up direct that has been marked as Exhibit 261 in both
confidential and public versions?

MR. CUNI GAN:  Yes.
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M5. MERS. And do you have any corrections to

make to that testinmony?

MR CUNI GAN:  No.

M5. MERS. And if | asked you those questions
today, would your answers be the sane?

MR CUNI GAN:  Yes.

MR. MERS: And is that information true and
correct to the best of your know edge and belief?

MR CUNI GAN:  Yes.

M5. MERS: At this tine, | would offer to admt
t hose pieces of evidence or testinony.

JUDGE HATCHER: Thank you, Ms. Mers.

Counsel has heard the notion for the Conm ssion
to accept Exhibits 209, 237, and 261. Any objections?

(No response)

Hearing none, they are so admtted.

(Exhibits 209, 237, and 261 adnitted)

M5. MERS. | wll go ahead and offer the w tness
for cross-exam nation

JUDGE HATCHER: Thank you, nma'am

Let's go to the presiding officers handy cheat
sheet. Let's go through the parties. Again, we wll nove
t hrough them econom cally as sone have been excused.

Char gePoi nt .

(No response)
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JUDCE HATCHER: Onh, yes. M apol ogi es.

Googl e.

Page 240

UNI DENTI FI ED SPEAKER:  No questions, Your Honor.

JUDCE HATCHER:  Nucor .

MR ELLINGER. No questions, Judge.
JUDGE HATCHER: Gty of St. Joe.
(No response)

Dogwood.

(No response)

Sierra G ub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.

JUDGE HATCHER: M EC.
(No response)
And M. Opitz, with MECG

MR OPITZ: Judge, I'mstill thinking about it,

MR OPITZ: And same for --
MS. BELL: Vel vet.
MR OPITZ: -- Velvet.

JUDGE HATCHER: Ch, | skipped right ahead.
go back to Evergy.

M5. WHI PPLE: No, thank you, Judge.
JUDCE HATCHER: Thank you.

conpany is ahead of MECG on the --

Let's
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And now we go again to MEC. Ch, and Vel vet
Tech.
M5. BELL: No questions, Your Honor.

JUDGE HATCHER: Thank you. M. Opitz, | think we

are back to you, again.

MR OPITZ: | guess nmuch to do about nothing.
have no questions now.

JUDGE HATCHER: That's okay. | appreciate the
exerci se.

O fice of Public Counsel?

MR CLIZER | also have no questions. Thank
you.

JUDCE HATCHER: Excellent. Thank you.

And redirect. No redirect.

M5. MERS: Yeah. Not unless you or any of the
conm ssi oners woul d have any questions, Your Honor.

JUDCE HATCHER: First, we'll ask the
comm ssioners if they have any questions. Any Conm ssSion
questions for M. Cunigan, professional engineer?

UNI DENTI FI ED SPEAKER: No questions, Judge.
Thank you.

JUDGE HATCHER: Thank you, Chairman and
Conm ssi oner Hol sman.

The bench does have a few questions. The first

|"mgoing to follow up with one of ny |ast questions of M.
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Maj ors. Can you wal k ne through the 300 mllion to the

145, or perhaps nore sinply, do you support his answer?

MR CUNITGAN. | wasn't a part of the last case on
how that 300 mllion was calculated, but | was able to see
how it was cal cul ated noving the 2018 bal ances forward. |
was al so able to calculate through the depreciation
sof tware how the conpany got to the 145.

JUDGE HATCHER: Did you have a chance to review
M. Meyer's testinmony?

MR CUNI GAN:  Yes.

JUDGE HATCHER: |1'd like to point you to table 6
and that is on page 13 of M. Meyer's direct. Do you
happen to have that?

MR CUNIGAN: | do not have that in front of me.

M5. MERS: If | can approach, Your Honor, | have

JUDCE HATCHER: Pl ease, go ahead.

MR CUNIGAN. Can you give ne that position,
agai n?

JUDGE HATCHER: Page 13, table 6.

And offering the testimny was counsel Nicole
Mers. That's for the future court reporter's notes.

Ckay. M question is, on that table
M. Meyer describes how the accumul ated depreciation

reserves of several of their generating units has decreased
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bet ween the anount presented in this case, in comparison to

staff's accounting schedules fromthe prior rate case.
Does staff have an opinion about that reduction?

MR. CUNIGAN: The reduction is due to the
reall ocation of the reserve bal ances.

JUDGE HATCHER: |'msorry. Reallocation fromthe
general to the specific generating units. |s that what you
mean, reallocation?

MR CUNI GAN.  Yeah. So when M. Majors was
tal king, the plant balances for the individual FERC
accounts are not ties to the unit or location, but the
total bal ance for that FERC account would remain the same.

JUDGE HATCHER: So to paraphrase in |ayman's
terns, Evergy has been keeping the accunul ated depreciation
reserves in one conbined account for all of its generating
units?

MR CUNIGAN: By type. So |ike steam generation
IS together.

JUDGE HATCHER: (Ckay. And the normal course of
business is that as a generating unit retires, in the
typical course of unit that is usually within, | would say,
maybe a few years or a half a decade of the cal cul ated
depreciation point where the asset is fully depreciated.
The normal course of business is to subtract out that

portion fromthe accumul ated reserve of that type,
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generating unit type.

MR. CUNIGAN: Yes. As the assets would retire,
t hey woul d be renoved fromplant and service and the
reserve for those accounts.

JUDGE HATCHER: And the hang up here is the
presuned extra |ife added on to Sibley when the two mllion
somet hing dol lar repairs were done, and that has caused
obj ections, which has now caused the parties to try and
take the conbined account and deci pher out how nuch shoul d
be attributed or delegated to Sibley?

MR CUNITGAN. That is a part of it.

JUDGE HATCHER: G ve nme the part |'m m ssing.

MR CUNITGAN. | think that the big piece is that
whatever is in the accounting schedul es doesn't necessarily
match up with a depreciation study for what those accounts
should be. And M. Spanos calcul ated a theoretical
reserve, which will tell you what that account should be at
given the life paraneters you have, |like the age and the
expected |ife expectancy. And so when those don't match
up, as in a lot of our cases, we get a stipulation, and it
IS never agreed to what the actual reserve bal ance is, but
the final rate is what's ordered.

JUDGE HATCHER: 1'mgoing to | ook to counsel for
objections before | let you answer ny next question.

In the normal course of business then, is ny
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understanding -- and | do not want to get into settlement

di scussions of this case or any case. But in the norna
course of business, M. Cunigan mentioned the stipulation,
woul d -- whatever that amount, which is not known to the
comm ssioners -- again, in just the normal course of

busi ness be a division between ratepayer recovery and
sharehol ders? | don't want to get to fine a point on that,
but is that kind of -- okay, I'mway --

MR, CUNIGAN: Wit for objections, or?

UNI DENTI FI ED SPEAKER:  Can you repeat the
question, Your Honor?

JUDGE HATCHER:  I'mstill trying to wap ny head
around this. So | know that we're -- the nunbers are never
going to match up, because it is a predicted life
expectancy versus an actual life expectancy. And when that
asset actually cones to its end, as | believe you are
testifying to, is normally wthin a kind of a close range.
Ckay. And then we junped off to that difference disappears
into a stipulation and cones out on the other side with a
nunber of what the rate base is and what the rate of return
IS,

So ny question is, understanding that the
comm ssioners and nyself are not privy to settlenents.
There's rulings against us know ng about it, know ng the

details, so | don't want those. But when we are talKking
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about going through that process, is that process of
splitting up the difference that is unrecovered to then be
- | don't want to trip on terns of art -- associated to
rat epayers, or associated to sharehol ders?

| think |"'mgoing to nove on. | wthdraw the
question. You've testified to the decrease in the
accumul ated depreciation reserves for the five generating
units.

MR CUNTGAN: It's a reallocation of the total
pl ant inbal ance.

JUDGE HATCHER: And does staff agree with that?

MR CUNI GAN:  Yes.

JUDGE HATCHER: | would like to turn to your
surrebuttal, page 9. M. Cunigan's, surrebuttal, page 9
lines 13 to 14. The testinony states, "This resulted in a
roughly $173 nmillion increase of the steam production plant
reserve balances fromstaff's current EMS run, with Sibley
plant removed." Here's ny question. To confirm are you
referring to the steamproduction units as referenced in
G eg Meyer's direct testinony?

MR CUNI GAN.  Yes.

JUDGE HATCHER: And the $173 million reserve
bal ance amount is based on which date?

MR CUNIGAN.  So for that amount, | took the 2018

accounting schedul e values fromtrue-up, and | applied the
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depreciation expense to those plants for the next 3 or 4

years to get to current time. And then assumng 3.5
percent inflation, that's how | calculated the 173 mlion.
But it is taking those 2018 true-up staff accounting
schedul es and noving that forward to current time, and then
that is the difference between the 154 net book val ue
estimates between the conpany, staff, and MECG

So one has a | ower depreciation reserve for these
accounts because the Sibley anounts are in there. [If you
take those Sibley amounts and put it outside, you have a
hi gher net book value for Sibley, but you also have to
I ncrease the reserve for the remaining plants.

JUDGE HATCHER: Wy woul d you have to increase
the reserve if, theoretically, each plant has contributed
Its depreciation reserve, but in the aggregate of that
group?

MR CUNTGAN: It's the fact that you're renoving
Sibley for this case, or it has been proposed to renmove
Sibley fromthis case.

JUDGE HATCHER: Let's get back to ny date
question. So 2018, and then you said that you worked to
current time, and did you calculate that up to the true-up
date of May 31, 2022?

MR CUNTGAN. | believe it was -- it was either

May or June. But yeah. |t would have been the true-up
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period for this case.

JUDGE HATCHER: (kay. And are the cal cul ations
for your proposed value of the regulatory liability and
unrecovered investment, are your calculations included in
your testinmony?

MR CUNIGAN. It was included in a work paper
attached to ny surrebuttal, but | don't think it was just
out on the -- it wasn't attached to the testinmony. But it
shoul d have been included in a work paper to the parties.

JUDCE HATCHER: The Commi ssion would also like to
see a copy of engineer Cunigan's calculations end of the
day.

M5. MERS. Yes. Since we already have them |
don't believe it should be problematic for us to give that.
And | apol ogize, Nicole Mers, for staff.

JUDGE HATCHER: Yes. N cole Mers. This is Judge
Hat cher.

| don't want to over burden you. Tonmorrowis
fine. W are going to be here. Let's call it tomorrow.

Wth that, | have no nore questions. Hold on
Stay right there. | have now subjected you to stay up here
for alittle bit longer, and | apologize. Let's get to
recr 0ss- exam nation.

And again, for our future court reporter, I'm

going to (audio cuts out) read through this |ist.
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Char ge point.

(No response)

CGoogl e.

(No response)

Nucor .

MR, ELLINGER No questions, Judge.
JUDGE HATCHER: Gty of St. Joseph
(No response)

Dogwood.

(No response)

Sierra Cub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.
JUDCE HATCHER: Vel vet Tech

M5. BELL: No questions, Your Honor.
JUDGE HATCHER:  Evergy.

M5. WH PPLE: Yes, thank you.

Page 249

M. Cunigan, staff's rates are based on a Sibley

net book value of 145.6 mllion as calculated by M. Spanos,

correct?

MR, CUNI GAN: Yes. Staff and M. Spanos use

simlar calcul ati on nethods.

MS. WH PPLE: Thank you.
JUDGE HATCHER: And that was Ms. Wi pple.
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M5. WHI PPLE:  Yes.

JUDGE HATCHER: Next party is the excused M EC

(No response)

Next after that is M. Opitz, MECG

MR OPITZ: No, thank you, Your Honor.

JUDCE HATCHER: M. dizer, OPC

MR CLIZER: Just briefly. Well, actually, I
can't say that for certain.

You were asked questions regarding this table in
M. Myer's testinmony. And you were asked a series of
questions regarding how all of this math worked. And |
feel like |I'"'mgoing to make an effort here to try and
simplify this. I'malso going totry to get closer to the

mc. So let's walk back to the rate case in 2018. You

wth ne?

MR CUNI GAN:  Yes.

MR CLIZER: At that time, Evergy has severa
steam plant generation in plant. | used the plant twce,

but they have several steam generating plants. You've got
Jeffrey Energy, Lake Road, latan, Sibley, right?

MR CUNI GAN:  Yes.

MR CLIZER. The net original cost of each of
those is going to be book to plant in service, right?

MR, CUNI GAN:  Yes.

MR CLIZER: And that is going to show up in the
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staff's accounting schedul es, right?

MR, CUNI GAN:  Yes.

MR. CLIZER So the reserve, there is an
al l ocation of the reserve anmongst those facilities in
staff's accounting schedules, right?

MR, CUNI GAN:  Yes.

MR CLIZER Now, | don't want to get too deep in
t he weeds on how that allocation is done, but all we need
to know right nowis the accunul ated reserve for those
plant are allocated anmongst the plants in the staff
accounting schedul es.

MR CUNI GAN:  Yes.

MR CLIZER So noving forward, in the 2018
conplaint case, M. Spanos presented a different nethod of
allocating that reserve. Wuld you say that's accurate?

MR CUNIGAN. | can't say that the nethod was
different fromwhat he presented in 2018. It was different
fromstaff's accounting schedul es and what was present in
staff's accounting schedul es.

MR CLIZER  The nunbers were different. W can
agree on that.

MR CUNI GAN:  Yes.

MR CLIZER And what we are seeing in this table
6, on page 13 is that between the 2018 rate case and the

conpl ai nt case, reserve that was previously booked to
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Jeffrey, Lake Road, latan was renmoved and transferred to

(audio cuts out). Wuld you say that's accurate?

MR CUNIGAN. On the schedules, that's the way it
appears, but as stated earlier, the accounts are all
mngled for the locations, and so | can't say that it
actual 'y changed in accounts. |It's just the way that it
appears on our tracking of it.

MR CLIZER Sure. But you would agree with me
that the nunbers have gotten smaller. The reserve bal ances
for those facilities have gotten snmaller between the |ast
rate case and this one.

MR CUNI GAN:  Yes.

MR CLIZER And if | add up all the difference
and | conpare it, it's roughly the same anount that was
I ncreased for Sibley.

MR CUNI GAN:  Yes.

MR CLIZER And you would agree with me, then
iIf we turn to page 14, Evergy -- sorry. 1'mgoing to read
the lines fromM. Myer's surrebuttal. "Evergy has
decreased the accunul ated depreciation reserve bal ances for
the Jeffrey Energy Center, latan 1 and 2, Lake Road's
generating units to account for a portion of the
undepreci ated balance for Sibley fromthe Sibley unit
retirements.” Wuld you agree with that statenent?

MR CUNIGAN. | would agree with the affect.
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can't agree with the reasoning.

MR CLIZER Fair enough. |[|f the Conmm ssion
determnes to grant no return on Sibley, but continues to
allow a return on these remaining plants, you woul d agree
with ne that the reduction in reserve and subsequent
I ncrease in net book value results in a higher return on
I nvestment for the conmpany?

MR CUNTGAN. |I'msorry. That was a lot. Can
you read where it is at, again?

MR CLIZER No, | agree. That was a lot. Let's
try and break that down. |In this case, you have -- not
you, but in this case, the amount of accunul ated
depreciation reserve for the remaining steamplant is |ower
than it was in the |ast rate case.

MR CUNI GAN:  Yes.

MR CLIZER The result is the net book val ue of
those remaining plants is higher than it was in the |ast
case.

MR CUNI GAN:  Yes.

MR CLIZER So the conpany will earn a higher
return, or rather the conpany will nmake nore in the return
on those remaining plants as a result of this.

MR CUNIGAN. | think the issue you run into with
that is that, again, the accounts aren't actually

segregated. So when you | ook at the total account bal ance,
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that remains the sane. But because Sibley is being renmoved

fromthat account balance, that's where you run into the
issue. And | think | touched on that in nmy testinony that
it isthe timng of the reallocation that makes it seemif
this was done back in 2010, it wouldn't have been as big of
an issue.

MR CLIZER: Are your depreciation rates higher
because of the change in reserve allocation?

MR CUNTGAN. | did not run depreciation rates
given the -- | did not run depreciation rates with a 2018
move -- or M. Meyer's scenario. So | can't tell you if
t hey woul d have been higher, or what the nmagnitude of
depreci ation expense would be. |t may change individual
accounts, but | can't tell you what the total effect on,
you know, rate base woul d be.

MR CLIZER. The judge asked about your
surrebuttal testinony and your calculation of the reserve
adjustments. In that discussion, you said you started with
the 2018 case. Do you recall that?

MR CUNI GAN:  Yes.

MR CLIZER: Did you update plant for additions
and retirenents between June 2018 and it's --until it's
retirenent?

MR CUNIGAN. | did not do that for that

scenario. | was just |ooking at the reserve bal ances, and
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| did not include plant additions and retirements. |t was

a sinple calculation of noving depreciation expense into
reserve for those accounts.

MR. CLIZER If the reserve for an account is
hi gher, how does that affect the depreciation rate of the
remaining life?

MR CUNIGAN. If the reserve is higher, then the
depreciation rate would be | ower given the sane tinme frane.

MR CLIZER. That woul d | ower the depreciation
expense that would need to be included in the case,
correct?

MR CUNI GAN:  Yes.

MR CLIZER. And, conversely, if you |ower the
depreciation rates -- sorry. If you lower the reserve, it
woul d increase depreciation rate?

MR CUNIGAN. Yes. Gven everything else is
constant.

MR CLIZER: Which would al so increase
depreci ation expense, correct?

MR CUNI GAN:  Yes.

MR CLIZER: No further questions. Thank you,
Your Honor.

JUDGE HATCHER: Thank you M. di zer.

That will take us to redirect. N cole Mers, for

staff.
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M5. MERS. In questioning fromthe bench you were
asked if the extension in |ife because of the $21 nmillion
repair was causing a disconnect between parties. Do you
recall that?

MR CUNI GAN:  Yes.

MS. MERS: Do you recall was that $20.1 million
repair made in response to the forced outage in 2008?

MR CUNFGAN. | don't recall

M5. MERS: And do you recall if that forced
outage had a large inpact on the remaining life of Sibley?

MR CUNIGAN. Yes. Fromother testinony today.
Yes.

MS. MERS: Is it your recollection that Evergy
had announced a retirenent date that woul d have been six
weeks beyond that forced outage?

MR CUNTGAN: | don't recall that.

M5. MERS: (Ckay. | wll maybe, nyself, tread a
dangerous ground here and try not to get into anything
obj ectionable. And, also, although the question was
wi thdrawn, maybe help try to clarify where you were going.
Not to assume, to be so bold, but see if | can make that
happen. Do you recall being asked kind of about the
m smat ch that can happen between things being stipulated or
agreed to in a settlement versus the calculations and

figures that parties would use to kind of produce the
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revenue requirenment?

MR, CUNI GAN:  Yes.

M5. MERS. Is it your understanding -- and, of
course, you are not a lawer -- but is it your
understanding that settlements are often black boxed?

MR, CUNI GAN:  Yes.

M5. MERS: And it is your understanding that
means a particular position isn't necessarily rejected or
accept ed.

MR CUNI GAN:  Yes.

MS5. MERS: And in those situations, a party can
kind of back into whatever that total figure is of their
own accord.

MR CUNI GAN:  Yes.

M5. MERS: So one party may not want to include a
pl ant and assunme that that is all being borne by
sharehol ders, while another party may think it is included
in that black box and is being borne by ratepayers. |Is
t hat your understanding of how that process woul d work?

MR CUNI GAN.  Yes.

M5. MERS. Hopefully. Does that -- okay. You
were asked by counsel for OPCif Spanos had different
results for the depreciation reserve in the 2018 case and
the 2019 conplaint case. Do you recall that?

MR CUNI GAN.  Yes.
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M5. MERS: Are you famliar with the testinmony of

OPC Wi tness John Robinett in this case?

MR CUNIGAN. | don't have it in front of ne, but
|'ve read it.

MS. MERS: Do you recall how many nethods to
determ ne the Sibley balances he provides?

MR CUNTGAN: | think he provided two additiona
met hods, but | think there was a total of four options.

M5. MERS: And did those provide different
results?

MR CUNI GAN:  Yes.

M5. MERS: You were al so asked by OPC about the
$300 mllion reserve that was proposed by Geg Meyer. He
asked what the inpact would be on depreciation rates. Do
you recal |l that?

MR CUNI GAN:  Yes.

M5. MERS: Did any other party besides staff and
Evergy provide depreciation rates in this case?

MR CUNI GAN:  No.

MS. MERS: That is all | have. Thank you.

JUDCE HATCHER: Thank you.

M. Cunigan, you are excused. | appreciate you
comng up and testifying.

That leaves us with three witnesses left, and it

is 2:30. About an hour and a half after we started. This
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seenms like a good tine to take a break. Let's call it 15

mnutes. Everyone come back at 2:45. W are in recess,
and we are off the record.

(Recess taken)

JUDGE HATCHER: Let's go back on the record. The
time has expired for our recess.

Thank you, Dr. Marke.

(Geof f Marke sworn)

JUDGE HATCHER: Thank you, sir. Please have a
seat .

Alittle bit out of order. "Il bring everyone
l'istening on WebEx and on live streamup to speed. W have
returned fromour afternoon break. W have three w tnesses
remai ning and we have discussed recalling M. Spanos for
any follow up that m ght have occurred. W also discussed
an exhibit for the rebuttal testinony of M. Spanos from
the conplaint file for the AAQ, which was EC and ending in
0200.

|"mready for a notion fromEvergy to admt M.
Spanos' said rebuttal testinony.

M5. WH PPLE: So noved.

JUDCE HATCHER: Are there any objections? Again,
this is M. Spanos' rebuttal testinmony fromthe AAO
conpl aint case, whichis, | forget the year, but it is EC
and the --
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UNI DENTI FI ED SPEAKER:  2019.

JUDGE HATCHER:. 2018 --

UNI DENTI FI ED SPEAKER: ' 19.

JUDGE HATCHER: '19. | feel like an auctioneer.
But it ends in 0200. Any objections?

MR CLIZER No objections, Your Honor. Would it
be possible to have |eave to potentially file other late
filed exhibits, if other parties have response to M.
Spanos' that was filed in that case? If you follow ne,

JUDGE HATCHER: | do. And that seems very messy.

MR CLIZER |'mnot asking at the noment that |
actually be allowed to just -- sonething the Comm ssion
wi Il consider in the future, if parties feel it is
necessary.

MS. WHI PPLE:  Your Honor, it is our understanding
that this was requested by the Conm ssion.

JUDGE HATCHER: | take your meaning.

M. Cizer, I'mgoing to |eave that open, and
let's see where we end up next Friday.

No objections. The exhibit is admtted. And
let's get to the nunber. | have 133.

M5. WH PPLE: That is our nunber, as well.

JUDCE HATCHER:  Excel | ent.

(Exhibit 133 admitted)

M5. WH PPLE:  And with your permission, | wll
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hand these out quickly. |1've got the copies if you woul d

like them

JUDGE HATCHER: Yes. Please go ahead.

And for our future court reporter, that was Judge
Hat cher speaking with John Cizer of the OPC, and M.
Wi ppl e of Evergy.

And Dr. Marke has been swornin. M. Cizer.

MR CLIZER Thank you

Dr. Marke, can you please state and spell your
| ast nanme?

MR MARKE: Geoff Marke. You want the full nane,
right?

2

CLI ZER  Yes.
MARKE: Geoff Marke. It is Ge-o-f-f, Ma-

2

r-k-e.

MR CLIZER Thank you. By whomare you enpl oyed
and in what capacity?

MR. MARKE: M ssouri O fice of Public Counsel.

MR CLIZER And did you prepare or cause to be
prepared testinony for this case, which has been pre-
marked 306 for the direct testinony, 307 for the rebuttal
testimony, both public and confidential versions, and 308
for the surrebuttal testinony of Dr. Geoff Marke both
confidential and public versions?

MR. MARKE: Yes.
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MR CLIZER Are the answers that you gave in

those pre-filed testinonies the same -- if | asked you the
sane questions today as were asked in those pre-filed
testinonies, would your answers today be the sanme?

MR MARKE: Yes, they woul d.

MR CLIZER Do you have any corrections to make
to those pre-filed testinony?

MR MARKE: | do not.

MR CLIZER Wth that | will offer the testinony
of Dr. Geoff Marke. So that would be 306 for the direct,
307 for the rebuttal, both public and confidential, and 308
for the surrebuttal, both public and confidential.

JUDCE HATCHER:  You' ve heard the notion by M.
Cizer. Now, as | usually do, are there any objections to
the adm ssion of Dr. Marke's testinmony admtted as Exhibit
306, Exhibit 307, and Exhibit 308?

(No response)

Hearing none, so admtted.

(Exhibits 306, 307, and 308 adnitted)

JUDGE HATCHER: M. di zer.

MR. CLIZER | tender the wtness for
Cross- exam nati on.

JUDGE HATCHER: That was too fast for ne. | need
to find the cheat sheet. Ckay. And again, for our future

court reporter, | wll read through the excused parties
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wi th some econony, with speed.

Charge Point, any questions?

(No response)

CGoogl e.

UNI DENTI FI ED SPEAKER:  No questions, Your Honor.
JUDGE HATCHER:  Nucor

MR ELLINGER No questions, Judge.
JUDGE HATCHER: Gty of St. Joseph

(No response)

Dogwood.

(No response)

Sierra dub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.
JUDGE HATCHER: The excused party, MEC
(No response)

M. Opitz, MECG

MR OPITZ: No questions, Your Honor.
JUDGE HATCHER: Staff.

(No response)

Vel vet Tech.

MS. BELL: No questions, Your Honor.
JUDCE HATCHER: And that goes to Evergy.
MR ZOBRI ST: Thank you, Judge. Karl Zobrist.
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Dr. Marke, do you have avail able your direct

exam nation before you?

MR. MARKE: Yes, sir.

MR ZOBRIST: Could you please turn to page 9 of
your direct?

MR. MARKE: |'mthere.

MR ZOBRIST: In answer to the question that is
set forth online 5 if you would go to your answer that
begins on line 10. It states, "In vertically integrated
regul ated states |ike Mssouri, electricity prices are
based on utilities. Actual expenditures and utilities have
little reason to control costs, because cost reductions
ultimately are passed on to custoners.” Did | read that
correctly, sir?

MR MARKE: Yes.

MR ZOBRIST: (kay. Wuld you agree that only
costs that are found to be prudently incurred by the Public
Service Conm ssion are passed onto customers?

MR MARKE: Yes.

MR, ZOBRIST: And so costs that are found to be
| mprudent are not passed onto customers?

MR. MARKE: That's correct.

MR ZOBRIST: (kay. Nowif you'd go to line 13.
It's the next sentence on that very sane page. You say,

"Additionally, regulators allow utilities to earn a
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specific" -- pardon me. |'Il start again. "Additionally,

regulators allow utilities to earn a specified rate of
return on capital expenditures to 'incentivize' investnent

in capital intensive facilities." Did |l read that

correctly?

MR. MARKE: That's correct.

MR ZOBRIST: (Gkay. Nowis it true that a
utility is not -- sane page, sanme answer. So page 9, line

13 through 14. That's what it says. "Additionally,
regulators allow utilities" --

MR CLIZER: Are you on Metro? Yeah.

MR ZOBRIST: [I'msorry. This is in Evergy
Mssouri West. It's the 130. Gkay. Do you need a nonent,
M. dizer? Ckay.

Dr. Marke, is it true that a utility is not
guaranteed a specific rate of return or a return on equity
by the Conm ssion?

MR, MARKE: That is true.

MR ZOBRI ST: Now, you put the word incentivize
in quotes there; is that correct?

MR MARKE: | did.

MR ZOBRI ST: Do you believe that the Conm ssion
I's not properly incentivizing Evergy or other M ssour
public utilities to operate prudently with regard to their

I nvestment decisions in their capital facilities?
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MR. MARKE: No. | believe that they provide a

healthy return for utilities.

MR ZOBRIST: So why is the word incentivize in
quotes in your answer?

MR MARKE: It's in contract to the
free-market exanple that follows that.

MR ZOBRIST: Gkay. And in that follow ng
sentence that begins towards the end of |line 14, again on
page 9 of your direct in the Evergy Mssouri (audio cuts
out), you say, "That is, utilities have a perverse
incentive to increase their capital investnments i.e., rate
base." Did | read that correctly?

MR, MARKE: You did.

MR ZOBRIST: So do you believe that M ssour
statutes and policies that encourage electric utilities to
i nvest in generation and other infrastructure is perverse?

MR MARKE: | don't believe the statute is
perverse, if I'manswering that correctly. | believe the
opportunity is there for it to be -- | don't want to say
perverted but distorted. W'Ill use that word.

MR ZOBRI ST: So you believe that a conpetitive
mar ket doesn't have those flaws that our systemhere in
M ssouri has.

MR, MARKE: | think a conpetitive market has the

mar ket accountability to hold it (audio cuts out).
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MR ZOBRIST: Now, Dr. Marke, is it generally

true in the United States that those states that operate
under a conpetitive basis, in other words, they do not have
vertically integrated utilities like we do Mssouri,

regul ated as they are in Mssouri, they their retail rates
tend to be higher than those in Mssouri?

MR. MARKE: In general, yes.

MR ZOBRIST: Now, on page 12 of this direct --

I f you could go there, please. Lines 21 through 22.

MR MARKE: |'mthere.

MR ZOBRI ST: The question was: "Are there any
benefits fromstranding a coal plant?" And you answered,
"There are absolutely clear environnmental and health
related benefits fromthe closure of fossil fuel generating
plants." Dd | read that correctly?

MR MARKE: Yes, you did.

MR ZOBRIST: And so is it correct that the
closing of Sibley provided those benefits?

MR MARKE: It woul d.

MR ZOBRIST: And woul d you agree that a utility
shoul d not have to wait until the Environnental Protection
Agency brings an enforcement action before a coal plant is
shut ?

MR- MARKE: |'mgoing to ask you to repeat that

again, so | can --
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MR ZOBRI ST: Sure.

MR. MARKE: Thanks.

MR ZOBRIST: Wuld you agree with the
proposition that a utility should not have to wait until
the Environnental Protection Agency demands that it close a
coal plant?

MR- MARKE: Each utility and each coal plant,
fossil fuel plant, renewable plant, is going to be on a
case-by-case basis. | don't think | can generalize.

MR ZOBRIST: (kay. Now, in your testinony just
above where | was quoting on lines 11 through 19, you nake
a conparison between Evergy Mssouri West -- or at |east
electric utilities in Mssouri and the Ford Mtor Conpany.
Do you renember that?

MR MARKE: | do.

MR, ZOBRI ST: Now, you state -- | believe it is
on lines 12 and 13, that it would not be prudent to "shut
down an operating plant that's nore efficient, nore
productive, and cleaner than other operating plants." s
that correct?

MR MARKE: Yes.

MR ZOBRI ST: (Okay. Therefore, if a less
efficient, a less productive, and a dirtier plant is shut
down, that would be prudent, correct?

MR, MARKE: Assuming we were shutting down the
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plant to begin with? |'moperating under that assunption?

MR ZOBRI ST: Correct.

MR. MARKE: @G ven the option between shutting
down an efficient, clean plant versus shutting down an
i nefficient, non-clean plant, yes.

MR ZOBRIST: Is your testimony in this case that
the Sibley unit 3 was efficient, productive, and cl eaner
than other operating plants in the Evergy M ssouri West
syst enf

MR MARKE: It's a unique question. But | would
believe -- I'mgoing to need to qualify that beyond just a
yes and no answer, or response, if | may.

MR ZOBRI ST: (o ahead.

MR MARKE: Evergy -- Sibley Unit 3 was the only
whol |y owned unit within Evergy's system There are
dirtier plants withinits footprint. Jeffrey, for exanple.
There are, in terns of efficiency and narketability, you
know, what's being able to be sold into the SPP narket.
caught just a little bit of M. Zobrist's opening. In
terms of whether or not a plant is profitable, on a
tenmporal level, you really need to |l ook at it, not only
historically and when it occurred, but also, what's
happening in the market noving forward.

And nmy testinony, both ny direct, nmy rebuttal, ny

surrebuttal -- well, ny surrebuttal anyway, provided detai
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of coments that are (audio cuts out) made both in various

| RP dockets, special contenporary dockets, and in previous
rate cases, where anongst other things, we posited that a
serious concern about reliability and the fact that there
were nore renewabl es comng online that would put a greater
pressure on the marketability, the efficiency of having

t hose basel oad coal plants available. And | would say what
| heard in agenda this week --

MR ZOBRI ST: Judge, | think he's now going
beyond an expl anation of ny question. So | would request
that the witness conclude his question. Because |'ve got
some follow up for what M. Mrke just said.

MR MARKE: Have | answered the question, sir?

MR ZOBRIST: |'ve got a follow up question. |
think you were teaching class, respectfully. So let ne ask
you this. You're not here testifying that unit 3 was the
nmost efficient, nost productive, and cleanest plant in the
Evergy Mssouri fleet, are you?

MR- MARKE: That's a nornmative statenment. |
mean, when we sit there, well, what's the nost efficient?
What's the nost cleanest? | nean, conpared to what?

MR ZOBRIST: The other units inits fleet.

MR MARKE: And | responded that it wasn't.

MR ZOBRIST: Okay. Al right. Let me ask you

this. You conpare the Mssouri Wst (audio cuts out)

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ _ Page 271
conpany. There's not a regulatory comm ssion that sets the

capital stretcher or the return on equity for Ford Mot or
Conpany, correct?

MR. MARKE: That's correct.

MR ZOBRI ST: (kay. And when Ford Mtor Conpany
wants to operate a plant or construct a plant, it doesn't
have to cone to a conmssion to obtain a certificate of
conveni ence and necessity, correct?

MR MARKE: That's correct.

MR ZOBRIST: And the prices that Ford charges
for its products are not set by a regulatory comm ssion.

MR MARKE: That's correct.

MR ZOBRIST: (Ckay. Now, in your direct
testinony, generally you referred to the integrated
resource planning process here at the Conm ssion, correct?

MR. MARKE: Yes, sir.

MR ZOBRIST: (kay. |Is it true that utilities
don't plan for anomal ous extraordinary events, for exanple,
like a Wnter Storm Uri?

MR MARKE: ['mnot sure | would agree with that.
Maybe in the nost general sense.

MR ZOBRI ST: (kay. Well, would you agree with
your colleague, Ms. Mantel (phonetic), who testified that
there is no way to plan for all extreme circunstances?

MR MARKE: | would agree with that.
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MR ZOBRIST: It would likely be cost prohibitive
for custoners to pay for an infrastructure that woul d
antici pate anonal ous and extraordinary events, correct?

MR. MARKE: Yes.

MR ZOBRI ST: (kay. Have you read the testinony
of Sierra Club wtness Devy Gul ek (phonetic)?

MR MARKE: Unfortunately, | haven't.

MR ZOBRIST: Are you famliar with it at all?

MR MARKE: [|'mfamliar withit.

MR ZOBRIST: (kay. Let me just you a question
at a high level, and if you can't answer it, that's fine.

MR MARKE: Sure.

MR ZOBRI ST: She essentially has testified that
she wants Evergy to start a process of retiring its other
coal plants. Are you aware of that, sir?

MR MARKE: Yes, | am

MR ZOBRI ST: Do you agree with her
reconmendation to retire latan 1, La Cygne 1 and 2, and
Jeffrey 3 before the end of their depreciable Iives?

MR MARKE: No.

MR ZOBRIST: Do you agree that a prudent
electric utilities analysis in order to retire a generating
pl ant, should include an assessnent of the cost to replace
Its capacity?

MR MARKE: Yes.
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MR ZOBRI ST: Now, you have a short reference to

securitization, specifically Evergy Mssouri West
securitization case on page 73 of your surrebuttal. Aml
not correct that the securitization statute 393.1700
prohibits the Conmm ssion from considering whether a public
utility, an electric public utility, does or has filed, or
shoul d have filed a securitization case when it is dealing
with a general rate case like this proceeding?

MR MARKE: M. Zobrist, give me a second just to
see what | said.

MR ZOBRIST: Sure. It is at page 73, and | was
referring to your lines of testinony at line 4 through 7.

MR MARKE: Ckay. Hold on.

MR ZOBRIST: And this is in your surrebuttal if
| didn't nmake that clear

MR MARKE: Got it. Al right. Can you please
repeat the question?

MR ZOBRI ST: Yeah. | nmean, doesn't section
393. 1700 say the Commi ssion is not supposed to consider
whether a utility could or should have filed a petition for
securitization when it's dealing with issues in a general
rate case?

MR MARKE: ['mnot famliar with exactly what
the statute says. | think there nay be sone

m scomuni cation as to what | was referring to in terns of
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the securitization in ny testinony though.

MR ZOBRIST: (kay. |If you could go to page 58
of your surrebuttal testinony.

MR. MARKE: |'mthere.

MR ZOBRIST: Now, in your testinmony here you
have incorporated (audio cuts out) of Public Counsel's
filing in the AAO Case Number EC2019-0200. Correct?

MR. MARKE: Yes, sir.

MR ZOBRIST: And on lines 22 through 24 of page
58, you state that "A decision had already been nade to
retire Sibley." Correct?

MR MARKE: That's what it says.

MR ZOBRIST: (kay. And you further state on
line 24 through line 1 of page 59 that "both SPP and the
| ocal |abor union were notified that Sibley's retirenent
was certain, but M. lves' testinmony did not reflect that
reality." Correct?

MR, MARKE: That's what it says.

MR ZOBRIST: Ckay. Well, you're adopting this
as your testinony, correct?

MR MARKE: Yes.

MR ZOBRIST: (kay. Now, on the previous page on
page 58, you quoted an email from Duane, D u-a-n-e,
Anstaett, A-n-s-t-a-e-t-t, who was vice president of

Evergy's generation operations, in an email that he wote
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on Cctober 2, 2018, correct?

MR. MARKE: Yes, sir.

MR ZOBRIST: And were you aware that there was a
follow up email on October 3, 2018, that dealt with the
subject matter of the retirenent of Sibley?

MR. MARKE: | know that there were a series of
emails that | think were included into evidence earlier
today. | have -- | remenber reviewing them but | did not
include them the entirety in ny testinony.

MR ZOBRIST: (kay. |'ve got a copy of sone of
those emails, and I'd like to have those marked. Judge,
believe it would be Exhibit 134. For the record, this was
attached to the late M. Schellenberg's surrebuttal on
behal f of Public Counsel. And I'mciting these because Dr.
Marke has cited sone of M. Schellenberg' s surrebuttal, as
well. | think | have nore emails.

UNI DENTI FI ED SPEAKER:  Sorry.

MR ZOBRIST: Dr. Marke, |'ve handed you what
|"ve marked as Exhibit 134. It was attached to
M. Schellenberg's surrebuttal in the AAO Case EC-2019-
0200. It is marked Schedule RES-S-1 part 4, pages 1-15; is
that correct?

MR MARKE: Yes, it is.

MR ZOBRIST: Now, sir, if you would go to page 4
of 15.
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MR MARKE: |'mthere.

MR ZOBRI ST: (kay. That is the Cctober 2, 2018,
emai | that you quote on page 58 of your surrebutta
testinony, correct?

MR MARKE: Yes, it is.

MR ZOBRI ST: (kay. Anong the recipients of that
email were -- and |I'mlooking at the to line, on the second
line below that, Darrin Ives, correct?

MR MARKE: Yes.

MR ZOBRIST: And then on the third line, do you
see the name Kevin Bryant?

MARKE: Yes, | do.

ZOBRI ST:  And do you know who M. Bryant is?
MARKE: Yes, | do.

MR ZOBRIST: (kay. Am/| correct he's the

2 3 3

executive vice president and chief operating officer of
Evergy?

MR MARKE: Yes, sir.

JUDGE HATCHER: Dr. Marke, could you please scoot
alittle closer to the mc?

Sorry to interrupt. Please go ahead.

MR ZOBRIST: And then at the end of the fourth
line going to the fifth line is Terry Bassham who at the
time was the chief executive officer of Evergy, correct?

MR MARKE: That's correct.
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MR ZOBRIST: (Ckay. And this email was sent at

1:53 p.m on Cctober 2, 2018, right?

MR. MARKE: Yes, sir.

MR ZOBRI ST: (kay. Now, the next day,

M. Bryant replied to M. Anstaett's email on Cctober 3,
2018, at 2:57 p.m, correct?

MR MARKE: Yes.

MR ZOBRIST: And at the bottom of that page,
which is page 3 of 15, he thanks M. Anstaett and his team
for their work. And then [ooking at the second sentence,
M. Bryant says, "W will plan to review such
recommendation at the CEO staff neeting on Cctober 15, in
advance of a conparable revieww th the Evergy board at the
operations commttee and full board neeting later this
month." Is that correct?

MR MARKE: That's correct.

MR ZOBRI ST: Then the final sentence says, "Once
we've reviewed with the board, we can then circle back wth
t he management teamto review any feedback received and
make a final decision." Did | read that correctly?

MR MARKE: Yes, you did.

MR ZOBRIST: (kay. So although M. Anstaett
recomrended that Evergy close Sibley on Cctober 2nd,
essentially on Cctober 3rd, M. Bryant is saying, "Hold on,

we're going to study this nore and then we'll get back to
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you." Correct?

MR. MARKE: That's what the email says.

MR ZOBRIST: Okay. And then the next email is
above that, again on page 3 of 15, and M. Bryant, on
Saturday, Novenber 10, 2018, at (audio cuts out) in the
afternoon, says, "All." And this is directed to a nunber
of people. And it states, "Wth feedback fromrecent
managenent and board neetings, |1'd like to reconmrend noving
forward with plans to cease burning coal at Sibley." Dd I
read that correctly?

MR MARKE: Yes.

MR ZOBRIST: And he essentially says to
M. Anstaett and his teamand others that if anybody has
any concerns, they should let himknow by the end of the
day on Mnday, November 12th. And absent that he says,
"We're going to nove -- we would like to begin" -- he says
begi nning, | think he means begin -- "begin definitively
movi ng forward on Tuesday, Novenber 13." Correct?

MR MARKE: Yes.

MR, ZOBRIST: (Ckay. And do you have any reason
to doubt this chronol ogy, Dr. Marke?

MR MARKE: No.

MR ZOBRIST: (kay. And then on the next page
back, page 2 of 15, from M. Anstaett to Kevin Bryant, he
says, "KB, thanks for the support here. Having heard
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nothing contrary, we will nmove forward accordingly (audio

cuts out) tomorrow. Any concern with this direction
pl ease just let us know. " Correct?

MR MARKE: Correct.

MR ZOBRIST: (kay. And then the final email is
M. Bryant saying, "Sounds good, DA. Signed, KB." Meaning
M. Bryant, correct?

MR MARKE: Correct.

MR ZOBRIST: And that final okay was given by
M. Bryant on Novenber 13, 2018, at 4:12 in the afternoon,
right?

MR MARKE:  Yes.

MR ZOBRIST: (kay. Now, at the top of page 59,
line 1, you state -- and I'mquoting -- "In fact, M. lves
was expressly told one day prior to the on the record
presentation that GO was definitely going to retire the
Sibley units and did not bring this up at the
presentation.” Did | read that correctly?

MR MARKE: Yes.

MR ZOBRI ST: (kay. Now, the presentation that
you' re tal king about was in what proceeding?

MR. MARKE: The last rate case.

MR ZOBRIST: Right. The 2018 rate case. (kay.
And isn't it true that the final decision to retire Sibley
had not been nmade on Cctober 2 or Cctober 3, 2018?
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MR. MARKE: Based off of the email chain you

read, it woul d appear so.

MR ZOBRIST: No further questions, Judge. Thank
you. Ch, did | nove the adm ssion of Exhibit 134? |
believe | did not.

JUDGE HATCHER: No. So noved.

Counsel, you have heard the notion by
M. Zobrist. Any objections to the adm ssion of Exhibit
134 which is data request 1039?

MR CLIZER  Your Honor, | do object. Again,
this is duplicative of the prior. The only difference is
that they include DRs 1040 through some other at the end
whi ch was not questioned on. Because they were questioned
on, I'd like to stand on the prior exhibit which is the
sane.

MR ZOBRI ST: Judge, this was offered inpeachnent
of this witness to clarify certain things. He cites in his
surrebuttal testinony a number of exhibits fromM.
Schel I enberg. That's exhibits that bear the markings RES-
1. And this was nmeant to clarify and further el aborate on
the testinony of Dr. Marke.

JUDCE HATCHER: | appreciate that, M. Zobrist.
My question and Public Counsel's question is why did you
i nclude the data response for 1041, 1043, 1046, 1047, and
10527
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MR, ZOBRI ST: Because that's what M.

Schel l enberg (audio cuts out) in here, and | did not want
to truncate or separate that and be subject to, you know
an objection that | wasn't presenting the entire thing.
woul d say, | guess one further thing, it clarifies that the
estimated amount of repairs was $2.21 mllion, Judge. |
think | heard a different figure earlier in the case. And
this relates to other discussions that we have had on the
Issue, so | felt that the integrity of the exhibit really
required ne to offer it in evidence as it was presented
initially to the Comm ssion

JUDGE HATCHER: (kay. But your pointing out of
the accuracy of the nunber is in the emils.

MR ZOBRI ST: Correct.

JUDGE HATCHER: Ckay. Here is the problem from
my point of view, is citation. Because we now have two
exhibits with different page numbers that say the sane
thing. And since nobody has brought up the extra data
responses, and | think a party would be able to object if
they felt that it was incomplete, I'Il ask for any
objections to Exhibit 134.

You did make an objection; is that correct?

MR CLIZER: To clarify, ny objection is that
it's duplicative. It is literally already in the record.

W don't need a second one.
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JUDGE HATCHER: So the answer is yes. OPC nade

an obj ection,

M. Zobrist, did you have any further reply?

MR ZOBRIST: Well, | nean, Judge, | want this in
here because this was a Public Counsel exhibit. This cane
in fromM. Schellenberg in the AAO case. And | think |'m
entitled to have this cone in the way it came in because
Dr. Marke cited some other things fromM. Schellenberg.

He didn't cite this. | think that goes to credibility and
to other issues. This is not unduly cumul ative under the
adm ni strative procedure rules. | nean, of the things that
are unduly repetitive and cunulative, this is, you know, 15
pages. So | don't see that there's a burden and | see that
there's no prejudice. But | think it's helpful to place
this in context, as well as sone of the other additiona
information that | didn't particularly cover but | think is
rel evant to a nunber of the discussions that we have had

t oday.

MR CLIZER  Your Honor, if it will help, the OPC
will stipulate that these emails were included as an
attachment to M. Schellenberg's testinony. There's no
reason to have two versions of the sane set of emails.

JUDCE HATCHER: M. Zobrist, | would like to know
your position on ny problemwth citation. The end of the

case, we're all witing briefs or orders and you cite to
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Exhibit 134, page 2, and M. Clizer cites to Exhibit 131,

page 1, and it's the sane quote. That's ny problem

MR ZOBRI ST: Judge, | respectfully don't see
that's a problem But if you want us to have dua
citations to make it clear to you and to the conm ssioners,
|"d be glad to do that. But | think the fact that |'ve got
at the bottomthat this was a schedul e that Public Counse
offered, and it was not included in this manner, by this
witness, | think goes to his credibility and | think it's
| mport ant.

M5. MERS: Could staff suggest that perhaps 134
stay in the record and 131 be renoved? Then it's no |onger
duplicative. There's no longer the need for double
citations. You know, it seens |ike 134 is nore pressing
for Evergy to make its case than 131 was. That seens a
sinpl e sol ution.

MR. CLIZER  Yes. That works for us because that
solves the duplicative problem Can we strike all the DR
responses after 1039, since they are not part of the cross-
exam nation?

JUDGE HATCHER: \What | heard was a pretty
forceful argunent by M. Zobrist. | don't know what |'m
m ssing because M. Zobrist, your point is, thisis a
mnimal thing, which would |ead ne to ny question, why not

go with the first one? But you have nade a passionate
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argument over what appears to ne to be a smaller issue,
|"'mnot a lawer in the case. | have a solution, and
wi thout objection -- I'msorry, if there are no objections,

|"mgoing to admt M. Zobrist's Exhibit 134.

|"mgoing to

strike Exhibit 131.

(No response)

Excellent. | heard no --
MR CLIZER No objections.
JUDGE HATCHER: So done. Exhibit 131 is stricken

fromthe record. We wll keep Exhibit 134.

(Exhibit 134 adnitted)

(Exhibit 131 stricken)

MR ZOBRI ST: Thank you, Judge.

JUDGE HATCHER: \Where are we at?

MR. ZOBRIST: We're on cross-exam nation
JUDGE HATCHER: Right. Thank you. Go ahead.
MR ZOBRIST: No, |'mfinished.

JUDCE HATCHER: (kay. Wo's next for

cross-examnation? And | think that is going to be the

conm ssioners. Do any conm ssioners have any questions for

Dr. Marke?

(No response)

Hearing none. The bench al so has no questions.
Redirect. M. Cizer, go ahead.

MR CLIZER Thank you. | can't seemto get

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

. . Page 285
cl ose enough to this mc.

Al right. Let's talk about some emails. Just
to start off with, | want to make sure that it's clear
The whol e section here that was being cited from your
surrebuttal testinony, that was an excerpt fromthe brief

of the Ofice of Public Counsel filed in the conplaint

case.
MR. MARKE: That is correct.
MR CLIZER: And you were adopting it, correct?
MR, MARKE: That's correct.
MR CLIZER | just want to nmake sure that was

obvious. Al right. Now, with regard to the emails, how
did they affect what you were attenpting -- or rather,
Evergy was arguing that it was not certain that the plant
was going to be shut down, right?

MR MARKE: That's what they were arguing in the
rate case. As that rate case was taking place, this
i nformati on was never brought to our attention or to MECG s
attention. W entered into -- there were various
stipulations and agreenents that were entered into. Again,
this information was never brought (audio cuts out). W
wr ot e copi ous anounts of testinony before this raising this
as an issue, wanting to try this as an issue. Again,
skirting the line over settlement discussions or not, |

think a reasonabl e person could say that their position my
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have been altered, had they been aware of this information.

This is what drove us, ultinmately, to file a conplaint case
wi th the Conmi ssion

MR CLIZER And it's true that the decision to
retire to Sibley, at |east by Decenber, had been nade | ong
before the rate case?

MR MARKE: The conpany had the opportunity to
bring this information in front of the Conmm ssion
beforehand. They coul d have brought this infornmation
before rates went into effect. They chose not to. Again,
this is why we brought the conplaint case. You know, as
you qualify that the conplaint case is an AAO because Pl SA
woul dn't allow us to go ahead and ness with base rates
after the 1st of the year.

MR CLIZER: Do you fully agree with the
assessment that the decision wasn't made until Novenber to
retire Sibley?

MR MARKE: Personally, no.

MR CLIZER: \Why?

MR, ZOBRI ST: Judge, yeah. | think that does
call for speculation unless there's sonething nmore to the
question M. Cizer wants to ask

JUDGE HATCHER: | would have to agree on its
face.

M. Cizer, do you have a response?
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MR CLIZER I'Il nove on

JUDGE HATCHER:  Thank you.

MR CLIZER | mght cone back to that.

Dr. Marke, you were asked about statenents on
page 73 of your surrebuttal. Do you recall that?

MR. MARKE: Yes.

MR CLIZER Lines 4 through 7. And at the tineg,
you were trying to explain what exactly you were referring
to by that section in referencing securitization. Can you
pl ease explain what you were referring to?

MR MARKE: |'d like toread it out loud, just so
the court has a record of this. But it's -- "There's of
course a legitimate argunent for the Comm ssion to disallow
fuel costs related to Evergy West's inability to properly
manage its resource adequacy in the securitization case.

And to disallow capital costs related to the Sibley
stranded investment in this case. But | fail to see how
managenent can be deemed to be prudent in both cases."

What | was attenpting to say before | got cut off
was that ny testinony wasn't inplying to securitize Sibley
inthis case. | was referring to the securitization of
StormUri costs

MR CLIZER  You were asked questions regarding
the | RP process and whether or not utilities plan for

anonal ous events. Do you recall that?
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MR MARKE: | do recall that.

MR CLIZER Is your prudence argunent based on
Evergy's failure to plan for an anomal ous event?

MR. MARKE: No, it's not. M. Zobrist -- | think
t he phrases that he used were efficient and clean, | think
were the two that | renmenber. What | would al so point out
Is size matters. And 25 percent of your generation |oad
matters if you're taking it off of your resource mx while
you're increasing |oad sinultaneously. That was the
concern. That is still the concern today.

MR CLIZER Were there other problenms that you
saw Wi th regard to the I RP process regarding the decision
to retire Sibley?

MR MARKE: Many. |If the IRP process -- | would
first say is that it's not a prudency process. There's
very little recourse for us to go ahead and air our
grievances other than to file menorandunms saying as nuch
Wiich we did, and that's included in ny surrebuttal
t estinony.

But the key thing that was significant about the
| RP process is it |ooked at the nmodeling of shutting down
Sibley within a vacuum It did not take into account that
I f you see renewabl e prices going down, and cheap,
efficient electricity generation comng up with renewabl e,

being able to take advantage of tax credits and so forth,
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in a vacuum it would make sense to shut down that coa

plant. But if you're seeing that, what is everybody el se
seeing? And everybody else in SPP nmarket is responding the
exact sane way.

And if that market is all acting in a certain way

- which again, | point back to that Wednesday agenda
meeting with SPP, then you've got problens. You have
dimnishing returns, first of all, in the amunt of
renewabl es that can cone online, where you end up getting -
- SPP has to get creative, and you have to have performnce
based renewabl e capacity accreditation. Because each one
of those incremental renewables is being valued as a | ower
level. It also means that the remaining basel oad coa
plants are that nuch nore valuable. Wen | was crossed
about Sierra Qub and Sierra Qub's points, | maintain --
and believe the conmpany's position is the sane, too -- that
they can't just shut down latan and Jeffrey for that very
reason. We won't have reliable power. But it cuts both
ways.

MR CLIZER There was a discussion about plants
that were nore efficient, less efficient, nore dirty, less
dirty. Do you recall that?

MR MARKE: | do.

MR CLIZER Just for the record, are there

plants within Evergy's generation fleet that you consider
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to be nore dirty than Sibley --
MR MARKE: Yes.
MR. CLIZER -- or less efficient?
MR MARKE: Yes.
MR CLIZER And those plants were not shut down?
MR. MARKE: That's correct.

MR CLIZER What is your understanding of why
those plants were not shut down?

MR MARKE: It would probably be specul ative on
my part to sit there and say why, you know, certain plants
were chosen over another, beyond the fact that Sibley was
whol |y owned by the conpany. So they --

MR ZOBRI ST: Judge, if that's specul ation then
|"mgoing to nove to strike.

MR MARKE:. Fair enough.

MR CLIZER And you had mentioned at the tinme
(audio cuts out) raised other concerns regarding
reliability.

MR MARKE: Yes.

MR CLIZER Have we seen those concerns play
out ?

MR MARKE: We're seeing it play out right now

MR CLIZER |n what ways?

MR. MARKE: Increased fuel costs. The exposure

to anomal ous events that may be nore reoccurring. W see
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It being played out as the SPP's capacity requirenents

i ncrease to account for that. Al of these are going to be
costs that are going to be borne by custoners. And it's
not enough just to consider it in the context of a
generation as a whole, you also need to take into account
the additional transm ssion and distribution investnent
that's going to be tied to that. Al of those are rea
costs that are going to be borne by ratepayers.

MR CLIZER Are you aware of any recent
presentations that discuss these problens?

MR ZOBRIST: (nject. That's vague and
ambi guous. I'mnot sure what that's referring to.

MR CLIZER 1"l waive.

You were asked questions regarding shutting down
Sibl ey and whether that provided an environnmental benefit.
Do you recall that?

MR MARKE: Yes.

MR CLIZER Were there certainly detrinents to
shutting down Sibley, as well?

MR MARKE: Yes.

MR CLIZER  Such as?

MR. MARKE: Increased exposure to the SPP market,
i ncreased fuel costs. Increased, you know, value of the
lost load in terns of reliability issues. |Increased costs

associated with -- increased costs associated with this
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whol e endeavor that we're in right now in determning, you

know, what the appropriate depreciation value is and where
it shoul d be booked. And howit's going to be recovered
back fromratepayers. Al of these are byproducts of that
deci si on.

MR. CLIZER. Was there any way that Evergy coul d
have achi eved same or simlar environnental benefits
wi thout fully shutting down the Sibley facility?

MR MARKE: Sure. Seasonal dispatch. Even
mot hbal ling it, you know, woul d have at |east opened up
that opportunity. There's a variety of different methods.
(Audi o cuts out) option.

MR. CLIZER: You were asked about other states
havi ng higher rates that have -- | believe the termis
deregulated. |'mnot sure if that's accurate. Do you
recal | that?

MR MARKE: Yes. | do.

MR CLIZER Is that a fair conparison to this
state or to the conpetitive marked the questions were
driven at?

MR MARKE: Context is inportant as to why
deregul ated states -- you know, really, when we're talking
about deregul ated states, you're talking about, you know,
movement that took place in really, primarily on the coast

at the turn of the century. And it was really halted, you
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know, due to, | would say accounting issues stenmng from

Enron. It stemmed the tide on deregul ation across the
United States.

But the reason deregul ated states tend to have,
in general, higher rates than vertically integrated states,
to date has been in part because of a |lot of investor-owned
generation that was prematurely retired, too. So those
were additional costs being borne by custoners at that
time. | have not -- | mean, the nost recent exanples |'ve
seen of conparing deregul ated versus regulated states are
at least a fewyears old. It would be difficult for ne to
say one way or the other at this point.

MR CLIZER  You were asked about your statenents
regarding a perverse incentive to increase rate base. Do
you recal |l that?

MR MARKE: | do.

MR CLIZER That concept of a perverse
Incentive, is that something unique to you, or have ot her
peopl e raised that simlar concern?

MR, MARKE: The concepts al so coined as the
Aver ch- Johnson effect, or gold plating is the preferred
termof art inthis field. But it basically inplies that a
utility has a perverse incentive to build rate base. | can
say |'ve been in discussions with CECS, and executives that

have said, you know, quite frankly, "You know, | feel |ike
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my job is to go ahead and increase rate base." And as you

increase rate base, that increases the opportunity for
ear ni ngs.

And that's not to suggest that OPC doesn't want a
healthy utility, or that OPC doesn't believe that
Investment is necessary. O course investment's necessary.
W try our dammedest to call balls and strikes when we fee
like it noves outside of those lanes. And shutting down a
coal plant that has as much generation that it was supposed
to -- capacity that it was supposed to provide for its
customers is an exanple of that. Add on the fact that it
was 20 years prior to its end of its useful life. That's,
fromny vantage point, well within the scope of a prudency
review. That's what a reasonable person would call a
strike on.

MR CLIZER So to the extent that there m ght
exi st that perverse incentive, what woul d your advice the
Conm ssion to do?

MR ZOBRIST: (bjection. Judge, that goes beyond
t he scope of ny cross-exam nation.

MR CLIZER | would disagree with that.
bel i eve he was asked a question whether or not there was a
statutory problemregarding a perverse incentive. And
woul d like Dr. Marke to explain why that's not the case.

MR ZOBRI ST: Respectively, that wasn't the
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question. The question was: what advice woul d you give the

Conm ssion. So if he rephrases the question, |'d be glad
to listen to it and decide whether to object.

MR CLIZER In that case, let ne rephrase the
question.

Do you perceive that there's a statutory problem
regarding a perverse incentive?

MR MARKE: | think it's incunbent upon the
Conm ssion to be cognizant of when utilities increase rate
base unnecessarily. | think it's our statutory directive
to make the Conm ssion aware of that when we feel |ike
that's the case.

MR CLIZER And you were asked a question at the
very beginning of cross-exam nation by Evergy whether or
not only prudently incurred costs are passed on. Do you
recal | that?

MR MARKE: | do.

MR CLIZER So to summarize your position in
this case is that the retirenment of Sibley was not a
prudently incurred cost?

MR- MARKE: That is correct.

MR CLIZER  Thank you, Your Honor. No further
questi ons.

JUDGE HATCHER: Thank you.

You are excused, Dr. Marke.
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MR, MARKE: Thank you.

JUDCE HATCHER: Let's go ahead and call up M.
Robi net t.

And M. Robinett, please raise your right hand.

(John Robi nett sworn)

JUDGE HATCHER: Thank you. You may be seated.

M. dizer, your W tness.

MR CLIZER Let's see if | can do it right this
time. M. Robinett, can you state and spell your full name
for the record?

MR. ROBINETT: John A Robinett. And Robinett is
spelled, Ro-b-i-n-e-t-t.

MR CLIZER And by whom are enployed and in what
capacity?

MR ROBINETT: |'menployed by the M ssour
Ofice of the Public Counsel as a utility engineering
speci al i st.

MR CLIZER And did you prepare or cause to be
prepared testinony which has been pre-marked 309 for the
direct testinony, both public and confidential, 310 for the
rebuttal testinony, both public and confidential, and 311
for the surrebuttal testinmony?

MR ROBI NETT: Yes.

MR CLIZER And if | were to ask you the sane

questions that were posed in those testinonies today, would
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you answers today be the sane or substantially simlar?

MR ROBINETT: Yes, they woul d.

MR CLIZER. And do you have any corrections to
make?

MR ROBINETT: None at this tinme.

MR. CLIZER: And are the answers to those
questions true and correct to the best of your know edge
and belief?

MR ROBINETT: They are.

MR CLIZER Al right. Your Honor, | would
of fer Exhibits 309, the direct testinmony of John A
Robi nett, public and confidential; 310, the rebuttal
testinmony of John Robinett, public and confidential; and
311, the surrebuttal testinmony of John Robinett.

JUDCE HATCHER: Thank you.

Counsel, you have heard the notion. | wll
conbine themas is ny practice. Are there any objections
to the adm ssion on the record of Exhibit 309, 310, and
311, both the public and confidential versions
respectively?

(No response)

Hearing none, so admtted.

(Exhibits 309, 310, and 311 adm tted)

JUDGE HATCHER. Go ahead.

MR CLIZER: | tender the wtness for
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Cross-exam nati on.

JUDGE HATCHER:  Thank you.

And again, for our future court reporter, we wll

call through the parties with sone econony since sone

parties are excused.

Consuner s.

Char ge Point.

(No response)

Googl e.

UNI DENTI FI ED SPEAKER:  No questions, Your Honor.
JUDGE HATCHER:  Nucor

MR ELLINGER: No questions, Judge.

JUDCE HATCHER: City of St. Joseph.

(No response)

Dogwood.

(No response)

Sierra Cub

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.
JUDGE HATCHER: M ssouri Industrial Energy

(No response)

And M. Opitz for MECG

MR. OPITZ: No thank you, Your Honor.
JUDGE HATCHER: Staff.
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M5. MERS. No questions. Thank you.

JUDGE HATCHER: Vel vet Tech?

M5. BELL: No questions, Your Honor.

JUDGE HATCHER: And Evergy.

M5. WHI PPLE: No, thank you.

JUDGE HATCHER: Are there any conm ssi oner
questions for M. Robinett? It's star 6 to unnute if
you're on the phone.

(No response)

Hearing none, the bench does have a couple
questions. In the conplaint case we've been referring, EC
2019- 0200, M. Spanos included an updated accumul ated
depreciation reserve for Sibley. Are you famliar with his
testinmony and net hodol ogy for how he got to the $145.6
mllion net book val ue?

MR ROBINETT: | would say generally, but | don't
know -- | haven't reviewed it all specifically.

JUDGE HATCHER: What is your opinion on that
met hodol ogy?

MR ROBINETT: That met hodol ogy | ooks at a very
specific set of time, and what it does is it goes back and
| ooks at all of the vintages and tries to cal cul ate out
what reserves should have been if a certain rate had been
in effect for the |ife of that asset. And then that's al

summed up to get to that val ue.
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JUDGE HATCHER: And your cal cul ations for the

proposed val ue, are those calculations included in your
testinmony? And work papers are not included in what is
filed wth the Conmm ssion.

MR ROBINETT: | understand that but |'mtrying
tothink. | believe | walk through the math in ny
testinmony. Specifically my rebuttal beginning at page 16,
l'ine 9.

JUDCE HATCHER: (kay. Thank you. That's all the
questions fromthe bench. That does require you to stay
there and we will go to recross.

Again, for our future court reporter, we're going
to go through those excused parties rather quickly.

Charge Point.

(No response)

Googl e.

UNI DENTI FI ED SPEAKER:  No questions, Your Honor.

JUDCE HATCHER:  Nucor

MR ELLINGER: No questions, Judge.

JUDGE HATCHER: City of St. Joseph

(No response)

Dogwood.

(No response)

Sierra Cub

(No response)
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Renew M ssouri .

M5. GREENWALD: No questions, Your Honor

JUDGE HATCHER M EC.

(No response)

M. Opitz with MECG

MR OPITZ: No, thank you, Your Honor

JUDCE HATCHER: Staff.

M5. MERS. No, thank you

JUDGE HATCHER: Vel vet Tech

M5. TECH. No questions, Your Honor.

JUDCE HATCHER: And Evergy.

M5. WH PPLE: No thank you.

JUDGE HATCHER: Redirect.

MR CLIZER It should be brief. |'mhoping so.

M. Robinett, you were asked a bench question

regarding your calculations included in testinony.

recal |

t hat ?

MR ROBI NETT:  Yes.

Do you

MR CLIZER Did you stake a specific position as

to what the remaining net book value of the Sibley asset is

In your testinony?
MR ROBINETT: So | went through two different

scenarios to arrive at a final total that also included the

di smant | ement costs. Yes.

MR CLIZER And why did you do two?
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MR ROBINETT: |[|'ve got to go back through ny

testinmony and reviewit.

MR CLIZER M. Robinett, if you think your
testinmony will explain it yourself, we can nove on.

MR ROBINETT: | think it wll.

MR. CLIZER  Never mnd then. Let's nmove on.
You were asked your opinion on what M. Spanos -- the
theoretical calculation M. Spanos performed in the
conpl aint case. Do you recall that?

MR ROBINETT: Yes.

MR CLIZER Does what M. Spanos did, as you
described it, consider what has actually been collected for
depreci ation reserve?

MR ROBINETT: | struggle to answer that question
only because it considers the entirety of what has been
collected anong all of those assets, and then he determ ned
how to all ocate that based on a theoretical position

MR CLIZER And do you see a problemw th that?

MR ROBINETT: | don't know that | would do a
theoretical reserve calculation for that starting point of
what was unrecovered. | would have relied on sonething
el se.

MR CLIZER No further questions. Thank you.

JUDCGE HATCHER: M. Robinett, you are excused.

Thank you, sir.
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MR, ROBI NETT: Thank you.

MR CLIZER  Your Honor, | have a question about
the -- an exhibit nunmber fromearlier. | think it was the
rebuttal testinony of John Spanos fromthe 0200 case.

JUDGE HATCHER:  Exhibit 133.

MR. CLIZER That's 133. And that has been
admtted; is that correct?

JUDGE HATCHER  Yes.

MR CLIZER And so we're done with Spanos or --

JUDCE HATCHER: No. As soon as we are done with
M. Meyer, ny intent is to ask if any counsel has questions
for M. Spanos.

MR CLIZER Ckay. Thank you.

JUDGE HATCHER® M. Meyer -- I'msorry, |
startled you a little bit. Please raise your right hand.

(G eg Meyer sworn)

JUDGE HATCHER: Thank you. Please have a seat.

And M. Opitz, your W tness.

MR OPITZ2 M. Meyer, can you state your nane
for the record?

MR MEYER Geg Meyer, Me-y-e-r.

MR OPITZ: And where are you enployed and what's
your position?

MR. MEYER: |'menpl oyed by Brubaker & Associ ates

Inc., and I'ma principal.
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MR OPITZ: And did you prepare on behal f of MECG

a direct testinony, public and confidential versions,
Exhi bit Nunber 400; rebuttal testinony Number 401; and
surrebuttal testinony, public and confidential versions,
Number 402 in this case?

MR MEYER  Yes, | did.

MR OPITZ: And do you have any corrections to
make to that testinmony?

MR MEYER. No, | do not.

MR OPITZ If | were to ask you the questions
posed in that testinony, would your answers be the sane?

MR MEYER Yes, they woul d.

MR OPITZ: And the answers in there are true and
correct to the best of your know edge?

MR MEYER  Yes, they are.

MR OPITZ: Your Honor, at this tine, | would
of fer Exhibits 400, public and confidential, 401, and 402,
public and confidential into the record, and tender M.
Meyer for cross.

JUDCE HATCHER: Thank you.

You have heard the notion restated by
M. Qpitz. Are there any objections to the adm ssion of
Exhi bits 400, 401, or 4027

(No response)

Hearing none, so admtted.
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(Exhibits 400, 401, and 402 adm tted)

JUDGE HATCHER: The wi tness has been tendered.
our future court reporter, we will go through
names with some econony.

Charge Point.

(No response)

Googl e.

(No response)

Nucor .

MR, ELLINGER: No questions, Judge.

JUDGE HATCHER: Gty of St. Joseph

(No response)

Dogwood.

(No response)

Sierra club.

(No response)

Renew M ssouri

MS. GREENWALD: No questions, Your Honor.
JUDGE HATCHER: M EC.

(No response)

M. Cizer wwth OPC

MR CLIZER: Thank you, Your Honor.

CGood afternoon, M. Meyer.

MR. MEYER  Afternoon

MR CLIZER: Were you present earlier when M.
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Spanos was testifying?

MR MEYER Yes, | was.

MR CLIZER | believe M. Spanos suggested that
he disagreed with the description of what he performed in
the 2018 conplaint case as a theoretical calculation. Do
you recal | that?

MR MEYER: | believe | do.

MR CLIZER Do you agree that what was perforned
in the 2018 conplaint case was not theoretical ?

MR MEYER: In the 2018 case?

MR CLIZER In the conplaint case. Sorry.

MR MEYER In the conplaint case.

M. Spanos' testinmony says that his calculation is based
off of a theoretical reserve.

MR CLIZER To clarify the record, that was the
2019 conplaint case. That's ny fault. Sorry.

| know that your position disagrees with what the
starting net book value is, but you would agree that the
t heoretical calculation performed by M. Spanos at | east
properly considers what has already been collected. Right?

MR MEYER: No. Not whatsoever.

MR CLIZER Wuld you agree with ne that the
application of the theoretical reserve cal cul ation
performed by M. Spanos in the conplaint case is consistent

with his approach in the past?
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MR MEYER: No. In fact, M. Spanos provides

testinony that says you shoul d not use the theoretica
reserve to establish depreciation rights.

MR CLIZER Wuld you agree with ne that M.
Spanos established depreciation rates in 2016?

MR MEYER. | believe he did a study, but those
rates weren't approved by -- were not used to set rates for
Evergy. The last time depreciation rates were used or were
approved is in a 2010 case. And | can track those rates
all the way up through this current rate case. And so this
Is the first rate case they've changed since 2010.

MR CLIZER Do you have a copy of the rebutta
testinony filed by M. Keith Mjors?

MR MEYER. No. Just his direct and surrebuttal.

MR CLIZER That's all right. 1'mgoing to read
you a passage fromhis testinmny and ask if you agree with
what M. Mjors is testifying. Starting on page 4 at line
19, M. Mijors states, "Evergy West w tness Kennedy used
the same 145.6 mllion NBV as calculated in the AAO case by
Evergy w tness John J. Spanos." Wuld you agree with that
st at enent ?

MR MEYER  Evergy West used 145.6 as an NBV as
cal cul ated by M. Spanos in the 2019 conplaint case.

That's correct.
MR CLIZER M. Mijors goes on, "H s sponsored
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NBV is not related to the anount that was included in the

cost of service for the Sibley plants in the Case Nunber
2018 rate case and is based on a 'theoretical reserve
calculation.” Wuld you agree with that?

MR MEYER That's absolutely true.

MR CLIZER M. Mjors goes on to say, "Although
M. Spanos briefly explains the method of calculating this
amount, there is no clear reasoning why this nethod is
superior to the allocated reserve amount included in the
2018 rate case." Wuld you agree with that statenent?

MR MEYER | would agree that the use of a
theoretical reserve calculation to cone up with a net book
value for Sibley was inappropriate.

MR CLIZER Continuing on, M. Mjor says, "This
amount was 300 mllion and formed the basis of the
depreci ation expense and rate of return cal cul ation which
was ultimately included in the cost of service in the 2018
rate case." Wuld you agree with M. Mjors on that
st at ement ?

MR- MEYER: Yes. The 300 mllion can be traced
to not only the accounting schedules but to the
acconmpanyi ng work papers that were provided for the true-
ups. And both the conpany and the staff agreed that the
net book value of Sibley was $300 million. According to

their true-up calculations which was the basis for at |east

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

. ] Page 309
negotlatlng the rate case.

MR CLIZER Are you famliar with the report and
order that was filed in the conplaint case?

MR MEYER  Yes.

MR CLIZER |s your recommendation in this case
prem sed on the assunption that the Conm ssion ordered the
conpany to track return on based on amounts fromthe 2018
rate case?

MR MEYER  The Conmi ssion ordered that parties
shoul d calculate the regulatory liability, which includes a
return on on net book value of Sibley, and the &M in what
was included in custoner rates.

MR CLIZER Returning to M. Mijor's testinony,
again at page 5, line 8, he states, "I can conclude that
the NBV of 300 mllion is the amount upon which the AAO
‘return on' deferrals should be cal cul ated as that amount
was the basis of the rate of return and depreciation
calculations." |Is that consistent with your position?

MR MEYER Yes. And | think M. Myjors earlier
today said that if the Conm ssion adopted ny position, his
cal cul ation woul d be the sane.

MR CLIZER So based on at |east this rebutta
testinony, you woul d believe that staff is agreeing with
your position?

MR MEYER  Well, that testinony, yes. But |

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ ] _ _ _ Page 310
think M. Majors, in all due fairness, thinks --

highlighted his position on the witness stand and he's back
to 145, which | disagree wth.

MR CLIZER | have no further questions. Thank
you, Your Honor.

JUDGE HATCHER: Thank you, M. Cizer

W will turn to staff, and I will gently rem nd
our wtness, M. Myer, please nove that mcrophone as
close as you can. It's for our future court reporter who
will have to transcribe this.

Staff counsel, please go ahead.

M5. MERS. N cole Mers for staff.

Good afternoon, M. Meyer.

MR MEYER:  Afternoon

M5. MERS: Are you famliar with the conpany's
argument that because the decision to retire Sibley was
prudent, disallowing the return on the plant subverts
regul atory principles?

MR MEYER Yes. |I'mfamliar that they're
arguing for aretired plant.

M5. MERS: Are you aware of any expenses incurred
by the conpany that are not recoverable in rates but are
not disallowed due to prudency?

MR. MEYER. Can you repeat that, please?

MS. MERS: Sure. Are you aware of any expenses
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or costs that are incurred by the conpany that are not

recoverable or used to set rates or included in rate base,
but they are not disallowed, or not included in rate base
because of a prudency determ nation?

MR MEYER  Yes.

M5. MERS. And would an exanple of that be rate
case expense?

MR. MEYER. Well, | nean, there's several
exanples. Any time you normalize or test your expense or
anortize it over several periods of time, those are
I nstances where the exact cost of providing service and the
rates don't sync up. There's also disallowances, you know,
typically on dues and donations that the staff makes that,
you know, the conpany continues to do those, you know,
know ng the regulatory treatnents, so --

M5. MERS: And for an exanple, again, |I'lIl focus
on rate case expense, are you famliar with the
justification that the parties have used for sharing cost?

MR MEYER. Right. Rate cases expenses typically
have been 50/50 between custoners and -- I'Il call them
sharehol ders. So that would be an expense that, you know,
there's been no argunents about whether those would cost --
wel |, there have been argunents. |'msorry, | take that
back. | believe in a prior KCPL case, or an Evergy case

there was an argunent that the |evel of expenses -- and
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think this is what pronpted the sharing -- that the |eve

of rate case expenses was excessive.

M5. MERS: And would you agree that the
justification behind these exanples such as rate case
expense, such as dues and donations, that sharing coul d be
applied to allowing the return of but not on, in this case?

MR, MEYER  Oh, absolutely. | think that
allow ng the investors the return of the investnent but
denying the return on is a fair balance between
sharehol ders and custoners. | would also note that in many
utilities and their risk assessnents that they put in their
10-Ks, they list that possibility, that risk that there
wi Il not be a return on power plants that are being
retired. So they recognize it and that's built in-- in ny
mnd, that's built into the RCE as a risk that's done and
I ncl uded.

MS. MERS: You used to be a member of staff; is
that correct?

MR MEYER  Yes.

M5. MERS. And in your experience as a nenber of
staff, and perhaps you' ve brought this practice into your
consul tant work, do wi tnesses constantly get new
i nformation and eval uate that information to see how that
coul d update change or inpact a position that has been

filed in a case?

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

Page 313
MR MEYER: Well, | think that -- and that's the

benefit of the rounds of testinmony is that a witness can
present a position in direct, and then depending on the
response, they can update their position to either
affirmatively say that it continues, or it says, given sone
new i nformation, a change in position is warranted.

M5. MERS: And were you here for M. Mjors'
testinony that that was his process in devel oping his
direct and rebuttal in this case?

MR MEYER | heard that. | don't agree with him
but that's okay.

M5. MERS: (kay. And although you were asked
about that 300 mllion nunmber is in staff's surrebuttal the
145.6, staff's position that has been baked into the
revenue requirenent in the case?

MR MEYER. Are you suggesting that the 145's in
rates?

M5. MERS: Not in -- | apologize. That was a
terribly worded question. W'Il just say it the easy way.
|s staff's position in surrebuttal the 145.6 the sane as it
was in direct for the net book value of Sibley?

MR MEYER  Yes.

M5. MERS. (kay. Thank you. | have nothing
further.

JUDCE HATCHER: Thank you.
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1 That will take us to Velvet Tech.

2 M5. BELL: No questions, Your Honor.

3 JUDGE HATCHER: And Ever gy.

4 MS. WHI PPLE: No, thank you.

5 JUDGE HATCHER: Ckay. | wll ask for

6 conm ssioner questions. Are there any conm ssioner

7 questions for M. Meyer?

8 (No response)

9 Hearing none, the bench does have a couple quick
10 questions. These are going to be the same questions | had
11 just asked M. Robinett.

12 Are you famliar with the nethodol ogy that M.
13 Spanos used to come up with the 145.6 mllion NBV, which is
14 net book value, for Sibley?

15 MR MEYER Yes. According to his testinony,

16 it's based off of a theoretical reserve calculation. A

17 theoretical reserve calculation takes the plant by vintage
18 vyear and applies a fornula to it. So it's one mnus the

19 net salvage value times the original cost of the investment
20 that's put in that vintage, times one mnus the next

21 salvage, times one mnus the remaining life of the asset

22 over the average |ife of the asset.

23 So it doesn't -- it's a calculation at a snapshot
24 intime. It doesn't trace and it doesn't attenpt to trace
25 any collection of depreciation expense on any asset. It
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just says, "This is" -- and it's used as a check point.

And M. Spanos, in other testinonies, has said this is what
it's needed for. It's just as a check. And so it's not --
It has no basis and no -- and in fact, in other cases,
Gannett Flem ng has testified that you shouldn't use the
theoretical reserve to calculate depreciation rates. And |
under stand that.

And the reason that is is because if the
theoretical reserve results in a calculation that exceeds
the actual depreciation reserve, then the utility wll be
deprived of depreciation expense for that difference. And
so it's a snapshot. It assumes that all the prior
depreci ation expense was adequate and here's where the
depreciation reserve should be. But it doesn't |ook at
what was actually collected in rates. And that's one of
the shortfalls and that's why it shouldn't be used.

So if M. Spanos testifies that you shouldn't use
the theoretical reserve calculation to establish
depreciation rates, then why should you use it to establish
the val ue of an undepreciated asset for purpose of this
rate case? | just can't get those two to connect.

JUDGE HATCHER:  Your testinony, did it propose a
val ue of the net book value of Sibley, the 300 mllion?

MR MEYER. Yes. That was -- and that's -- just

so we're clear, that's based off of the staff's EMS run.
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Wii ch, you know, we took M. Majors through the specific

lines. And it's also based off of -- and that's attached
to ny testinony -- it's also based off the conpany's work
papers that were provided to the parties. | think they

i dentically match. | think M. Robinett has a slight
difference. He says there's $2 difference in plant and $1
difference in reserve. But they match up exactly, and so
does the depreciation expense.

So there's unequivocal evidence that it's 300
mllion. And that's consistent with the Conm ssion order
that said calculate this reg. liability on what's being
collected in rates. And what's being -- what ratepayers
are being asked to pay in that case was the recovery of
$300 million of net book val ue.

JUDGE HATCHER: Ckay. That is all the questions
| have. I'msorry, M. Myer, I'mgoing to ask you to stay
on our witness stand just a little |onger.

That takes us to recross. Again, we will go
t hrough the parties.

Char ge Point.

(No response)

Googl e.

UNI DENTI FI ED SPEAKER:  No questions, Your Honor.

JUDGE HATCHER  Nucor

MR ELLINGER No questions, Judge.
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Thank you,

N DN
N -

redirect.

N
w

24
25 M. Meyer.

JUDGE HATCHER: Gty of St. Joseph
(No response)

Dogwood.

(No response)

Sierra dub.

(No response)

Renew M ssouri .

M5. GREENWALD: No questions, Your Honor.
JUDGE HATCHER: M EC.

(No response)

JUDCE HATCHER: OPC and M. di zer

MR CLIZER: No questions. Thank you.
JUDCE HATCHER: Staff.

(No response)

Vel vet Tech.

M5. BELL: No questions, Your Honor.
JUDGE HATCHER:  Evergy.

M5. WH PPLE: No, thank you.

Page 317

JUDGE HATCHER: M. Meyer, you are excused.

Sir.

MR OPITZ: Your Honor, | mght have sone

MR, MEYER |'mnot |eaving yet.
JUDGE HATCHER: Pl ease stick around,

Presiding officer is mstaken. W do have sone
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redirect.

Pl ease go ahead.

MR OPITZ. M. Myer, OPC was asking about the -
- he was asking about the report and order in the conplaint
case, saying that you should calculate the regulatory
liability according to rates. Do you recall that?

MR MEYER | do.

MR OPITZ: And why is it inmportant that that's
what the -- why is that inportant to your testinmony in this
case that that is what the Conm ssion order talked about?

MR MEYER. Well, there's two ramfications for
changing what's in the Commssion's -- or |'msorry.
There's two ram fications fromchangi ng what was presented
in the company's work papers and in the staff's EMS. The
first one is that you are assigning -- if you use the 145,
you're not capturing the full unrecovered, undepreciated
val ue of Sibley. That has two inpacts.

The first one is, if you use the 145, you're
understating the return on the regulatory liability that
woul d be calculated. And you're also understating the
amount of investnent that should be not subject to a return
on the investment as proposed and supported by staff, OPC
and MECG

So there's two distinct ramfications by not

going what's in the EMS run or the conpany work papers.
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And these both effect what ratepayers pay. It's

unquestionabl e that ratepayers were paying for a net book
value of $300 mllion. W' ve established that in both the
conpany's papers and the staff's. And yet, when you want
to nove to a | esser value, you're taking noney away from
custoners that have paid into that, and not allow ng them
to get a refund for that. And then also requiring themto
pay a return on a portion of that plant going forward.

MR OPITZ Staff was asking you about w tness
Major's process for, | guess changing his position in this
case. Do you recall that?

MR MEYER | do.

MR OPITZ. And she listed, | guess the direct
145 and said that was the sane in surrebuttal. But he also
had a couple other positions. Well, let's just say, you
recall her talking about.

MR MEYER | do.

MR OPITZ: So she listed those. And are you
al so aware of other positions he mght have taken in this
case?

MR MEYER Well, two things. He agreed with us,
or agreed in cross, I'msorry, that $300 mllion is the
unrecovered investment in the accounting schedules. He
al so agreed that there is no place where he can point to

where rates are established under the 145 that he supports,
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or the staff supports. So | still have struggled this

whol e time that, given the Conm ssion order that says
what's collected in rates, how the 145 can adopt ed.

Because it's never -- and M. Mijors correctly said this --
it's never been put into a rate calcul ation.

MR OPITZ: And on the stand today he al so tal ked
about a 200 and --

MR MEYER 234,

MR OPITZ: -- 234 nunber.

MR MEYER Right.

MR OPITZ. And that was his attenpt to try and
calculate using old rates. Do you renmember that?

MR MEYER | do.

MR OPITZ: And he essentially seenmed to say on
the stand that, while he did that, he wasn't -- it was kind
of a, you know, high level evaluation and he wasn't sure
about it, so he was defaulting to keeping at the 145. |Is
t hat your understanding?

M5. MERS: Judge, |'msorry, this is beyond the
scope of bench questions and cross.

MR OPITZ: Your Honor, | guess staff was asking
about the process to which staff cane to -- at least in ny
view, go fromone position to another, and then back to
another in surrebuttal. And |I'masking about, | guess the

addi tional devel opments in that process. And | guess M.
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JUDGE HATCHER: I'Il allowit.
MR OPITZ: Ckay.
M. Meyers, what's your view of how that
cal cul ati on was done?
MR MEYER. \Well, | haven't had the opportunity

to review M. Myjors 234 calculation. However, his two-
thirds argument | believe is significantly flawed. If you
| ook at the work papers that were supplied by M. Spanos in
the conpl aint case, approximately $190 mllion of new plant
investment is invested in the Sibley units from 2007
forward.

So the idea that, you know, that the depreciation
reserve could be -- you know, isn't neeting the two-thirds,
that has a direct inpact on the |ow value of the
depreciation reserve. There's been a significant amount of
money spent at Sibley since 2007. And | think Mster --
that could address the 300 mllion that we have now, too.

And the reason that is -- just a followup -- if
you have investment of that magnitude -- 190 mllion over
the 476, just to give you a feel, it's not had the
opportunity to be depreciated by a piece of property that
was put inin 2000. Plus the fact that depreciation rates,
until this rate case, haven't changed since 2010.

MR OPITZ: Going back to a question counsel for
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OPC was asking you. Essentially, he asked whether there

was any clear reasoning why one method -- he was quoting
testimony, | believe, and he was saying there's no clear
reason why one nmethod to determne depreciation is
superior. Do you recall that?

MR MEYER | do.

MR OPITZ: And in your view, which method is
superior and should be used?

MR MEYER: Well, to calculate the depreciation
expenses it's inperative, and | think M. Spanos woul d
agree with me, that you have to | ook at the reserves that
have been collected, and not the theoretical reserves. In
M. Spanos work papers, again provided in the conplaint
case, he identifies through the five nmajor steam production
pl ant accounts, approxinmately $599 mllion of theoretical
reserve. The total allocated reserve, or the collected
reserve fromthat is about 411 mllion.

And that's why M. Spanos strongly urges people
to not use the theoretical reserve to set depreciation
rates. Because if he'd done it in this case, using the
t heoretical reserve you woul d have recognized 189 mllion,
$190 million of depreciation reserves that weren't
collected fromratepayers. And that woul d have | owered,
significantly the depreciation rates that Evergy woul d be

allowed to collect on a remaining |ife basis.
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So | agree with M. Spanos. | don't think you

shoul d use the theoretical reserve to determ ne depreciate
rates. But | do believe that it's also inperative that you
don't use it to calculate a reserve that was clearly marked
In work papers fromthe conpany and the EMS runs fromthe
staff.

MR. OPITZ: So the reserves that should be used
in this case, which ones are those?

MR. MEYER: The 300 mllion unrecovered at June
2018, updated through the rate effective period in this
rate case.

MR OPITZ: And using that value of reserves
I nsures that customers aren't paying a return on this
retired plant, correct?

MR MEYER: They're not paying a return on this
retired plant, and they're also being fully recognized for
the noney they paid fromthe date it was retired until the
new rates are effective inthis case. So it's two-fold.

MR OPITZ. And that's a just and reasonable
outcome in your opinion?

MR MEYER | wouldn't have proposed it if |
didn't think it was.

MR COPITZ: | don't have any further questions,
Your Honor.

JUDGE HATCHER: Thank you, M. Opitz.
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M. Meyer, you are excused.

W are at the end of the day, and as prom sed, we
are going to see if M. Spanos is avail able.

First, before we call himup, | will ask if any
parties have questions for M. Spanos?

MR CLIZER  No.

JUDGE HATCHER:  Anybody that has a question for
M. Spanos, going once --

You do? Onh, I'msorry. Keep discussing. Go
ahead.

No. You're fine. Let's go ahead and call M.
Spanos up to the stand.

MR. OPITZ: Your Honor, | would ask that, at this
point, if we're doing recross of M. Spanos --

This is TimQpitz speaking, for the record.

-- that it be limted to the new exhibits that
were offered after he was on the stand earlier.

MR. CLIZER  OPC woul d second that. That was the
purpose of asking for the additional cross.

JUDGE HATCHER: That sounds reasonable to ne, M.
Mers.  Ckay.

Yes. M. Spanos, please conme up for the purpose
only of responding to the exhibits that have appeared since
your testinony.

Sir, you may go ahead and have a seat. You've
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al ready been sworn in. | just remnd you, gently, that
still applies, please talk slowy. Please use the
m cr ophone.

(John Spanos previously sworn)

JUDGE HATCHER: Go ahead. Yes.

M5. MERS: Nicole Mers for staff.

In your testinony in the EC2019-0200 case, you
used a theoretical reserve for that, correct?

MR, SPANCS: | think it needs to be clarified
that 1'musing an actual book reserve that has been
assi gned and devel oped based on all rates that have been in
place. The assignment of the actual book reserve to the
| ocation level is based on the recovery and ages of those
assets. And when you take that fromthe |ocation level to
the vintage level, the only way to calculate that is based
on theoretically assigning that to the vintage |evel based
on the age of the dollars.

So in ny testinmny where | reference that | have
a theoretical calculation, | agree with M. Myer. That
was probably the only thing that | agreed with himon, is
that that should not be the basis. But it should be a
basis of how you assign it to the vintage | evel based on
the ages of the asset. The amounts by |ocation were
devel oped based on the actual amount of accunul ated

depreciation that had been incurred through rates for the -
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- in this case, all the steam assets thensel ves.

M5. MERS: And you're enployed by Gannet Flem ng;
Is that correct?

MR SPANCS: Yes, | am

M5. MERS: And does Gannet Fl em ng provide
teaching or educational materials upon depreciation?

MR SPANCS. We do train quite a few There's
the society of depreciation professionals, which we offer a
lot of training. W also do special training for
utilities, Conmssion staffs, and even sone ot her
I nterveners.

MS. MERS: May | approach?

JUDGE HATCHER:  Yes.

M5. MERS. Apologies, | do not have enough
copies, but | have showed this to counsel

MR CLIZER  Your Honor, | think | need to
inquire if this exhibit is inside of that Exhibit 133 or
related to that rebuttal testimony in the 0200 case.
Because if it's not, I"'mgoing to object to it as being
out si de the scope.

M5. MERS. It is not in the rebuttal testinony,
but it relates to the justification on why that method
woul d have been used -- or at least |'mgoing to inquire,
do not want to assume. But the purpose of presenting it

woul d be to inquire of the witness if he agrees with those
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reasons, and if those reasons were the basis for why he

used that approach in the rebuttal testinony that is now an
exhi bit.

MR CLIZER | would also like to object on the
basis that that questioning could have been brought forward
at the prior cross-examnation.

JUDGE HATCHER: |'mgoing to allow it because we
have traveled quite a bit since M. Spanos was up this
morning. And | would like to make sure that he has the
opportunity to address sone of our discussions.

M5. MERS. So you kind of got the preview of
where | was going, but do you see --

Agai n, apol ogies parties that | don't have nore
copi es of this.

-- but the common uses on why theoretical reserve
woul d be used? And could you read those al oud?

MR. SPANCS: Yes. | do see that document. So
the area to read, "Theoretical reserve common uses. Used
as the basis to allocate a functional plant (audio cuts
out) reserve to the plant account |evel for conpanies that
to not maintain the book reserve at the account or
subaccount level. Used as a basis to allocate a plant
account book reserve balance to the vintage level. And
used as a benchmark to assess the adequacy of the conpany's

book reserve."
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M5. MERS: And would any of those reasons support

why you used the theoretical reserve method as part of your
rebuttal testinony in the conplaint case?

MR. SPANCS: Yes. Al three of themare
applicable. | think the key one that | was trying to
explain in the first question you asked is, we have the
book reserve, howit's been devel oped at the account |evel.
And it now needs to be assigned because we used to be at
whole life, and we did not have |ifespan. So now when you
add the remaining life and |ifespan, you have to now assign
the book reserve that has been cal cul ated based on rates
that were in place to that detail, degree of detail at a
| ocation |evel, and at a vintage |evel.

And so it is used -- the theoretical reserve then
takes that nunber that you have -- and in this case, |'ll
say Sibley at 145, and assign that to the vintage |evel
based on those recovery patterns. So it's allocating to
the vintage | evel each of those assets.

M5. MERS: And then your use of that method in
your rebuttal testimony is not a different version than
what is conmonly accepted in depreciation studies or
testinony. |s that correct based on that being training
mat eri al ?

MR SPANCS. That's absolutely correct. And

that's the sane process that | used in the subsequent -- or
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excuse ne, the prior studies. The accounting order and in

this current study, all those same nethodol ogi es, when you
bring in lifespan and remaining |ife and how you cal cul ate
it at a vintage level. | did not change the total book
reserve that had been recorded at the account |evel.

M5. MERS. Ckay. Thank you. | have no further
questi ons.

JUDGE HATCHER: | amgoing to open it back up
W are way off book. So |'mjust going to openit. | wll
come back to the conpany for redirect. You wll have the
final questions.

Are there any parties that would like to ask
further questions?

MR OPITZ: | would, Your Honor.

JUDGE HATCHER: Tim Qpitz.

MR OPITZ. TimOQpitz from MECG

JUDGE HATCHER:  Yes.

MR OPITZ. M. Spanos, you were talking about
just a mnute ago a theoretical reserve. Wuld you agree
that the theoretical reserve is an estimate of the
accumul ated depreciation based on the current plant
bal ances and depreciation parameters, service life, and net
sal vage estinates at a specific point in time? Put another
way, it is theoretically what the reserve would have been

had the current plant balances utilized the same
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depreciation parameters since the initial assets were

pl aced in service,

MR. SPANCS: | agree with what you read. And if
that was the case, then a net book value for Sibley would
be zero because it's been retired. So that's why | do not
agree with the fact that the way that it is being portrayed
here is accurate with that calculation. Because if we used
the paraneters that were in place as of the retirenent
date, we woul d have gotten full recovery of that, including
the net sal vage conponent. So | think putting it in
perspective as to what your question is, that's the
appropriate answer.

MR OPITZ. M. Spanos, you testify on behalf of
other utilities in the state of Mssouri; is that right?

MR SPANCS: Yes, | do.

MR OPITZ. And what | read you, did that sound
famliar to you?

MR, SPANCS: The | anguage that you read is
famliar. | think, again, you need to understand the
scenario we're inin this particular case and what's
happened in the history of Evergy assets.

MR OPITZ: Wll, that quote and opinion is from
your rebuttal testinony in a recent Ameren Mssouri rate
case.

MR SPANCS: Yes. And | think if you were to

wWww. phi ppsreporting. com
(888) 811-3408




Sept enber 01, 2022

© o0 N o o A w NP

N T N T N T O T T e e N e T S e e T
O A W N P O © 0 N O o M W N R~k O

_ Page 331
| ook at the Aneren rate case and the details of that case,

t hose have unit breakdowns. | continue to use the actual
book reserve in those cases for the account --

MR OPITZ: Your Honor --

MR SPANCS. -- and | lay it out in the sanme
exact way |'ve done here.

MR OPITZ: Your Honor, there's no question
pendi ng.

Wul d you agree, M. Spanos, that a theoretica
reserve inbalance is merely a conparison of the book
reserve to the theoretical reserve at a single point in
time based on the service life and net sal vage estinates?
These estimates can and will evolve over time as nore
information is avail able.

MR SPANCS. They will evolve over time and that
I's how you develop a remaining life rate. So the rates
t hat have been approved take that into consideration in
t hese cal cul ations.

MR OPITZ: Wuld you agree that you' ve testified
that theoretical reserve can provide a benchmark of a
conpany's reserve position, but is not the "correct”
reserve amount? The theoretical reserve will change every
time a study is performed. For exanple, if there is a
change in the estimated retirenent date for a power plant,

this will change the calcul ated theoretical reserve.
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MR. SPANCS. | agree with those statenents and
agree that that's exactly what's been done here. | have
not assigned a theoretical reserve to each unit. 1've

taken the actual book reserve and assigned the anount that
woul d be cal cul ated based on the past rates and the
paraneters that are in place today.

MR OPITZ: And that's not -- that amount is not
tied to anything that was set in rates in the |ast Evergy
rate case; is that right?

MR SPANCS:. |'msorry, could you repeat that
question?

MR. OPITZ: Your theoretical reserve anount is
not tied to anything that was established in rates in that
Evergy rate case, the nost recent Evergy rate case.

MR SPANCS:. Can you explain to ne what
t heoretical reserve you' re asking about?

MR OPITZ: The 145 mllion you've cal cul at ed.

MR SPANCS:. Again, as |'ve stated, |'musing the
actual book reserve and the actual book reserve is only
assigned to the vintage | evel based on the theoretica
reserve.

MR OPITZ: M. Spanos, that's a yes or no. |Is
that 145 included anywhere in the rates of the nost recent
Evergy West rate case?

MR SPANCS. The 145 was part of the cal cul ation.
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It is not a theoretical reserve cal cul ation

MR OPITZ: Was that 145, however you want to
characterize your calculation, included in the rates that
were set in Evergy West nost recent rate case? Yes or no.

MR SPANCS: Can you give ne what rate case
you're --

MR OPITZ: The ER2018-0146.

MR. SPANCS: As | answered your question earlier
today, the rates were devel oped under those methodol ogi es
with the changes that were required part of that case.

MR OPITZ: Those are your depreciation rates.
| " m asking about, is this 145 included in the rates that
were set in the ER2018-0146 rate case? Yes or no?

MR SPANCS: Are you asking about depreciation
rates or are you asking about sone other rates?

MR, OPITZ: Can you point to anywhere in that
rate case where that 145 anount was used to establish the
rates?

MR SPANCS: The rates for -- sorry, you need to
help ne. I'mnot followng --

MR OPITZ: That established the rates customners
pay. Can you point to anywhere where that 145 was relied
upon in the ER2018- 0146 where that 145 amount you' ve
calculated in this case was used to set rates in that case,

pai d custoners.
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MR SPANOS: Depreciation rates are a conponent

of arate case. That's as far as | can tell you. | don't
know t he specifics that you' re asking.

MR OPITZ: |Is that a yes or is that a no?

M5. MERS: (kay, Judge. This is beyond
argumentative at this point and asked and answered nultiple
tines.

MR OPITZ: Your Honor, | guess I'd ask you to, |
guess -- | don't think it's unreasonable to ask this
Wi tness to answer that yes or no if he can point to
anywhere where it's in there. And | would ask you to
direct himto answer yes or no.

JUDGE HATCHER: Evergy is going to have the
opportunity to ask you to explain or expand on your answer
here. As | understand the basic question though, it is:
can M. Spanos point to 145.6 mllion at any point in tine
before this case? Specifically, can he point to that
nunber somewhere in the previous rate case.

MR OPITZ: Correct.

MS. MERS: | would just also point out that M.
Spanos is not responsible for accounting schedules. He's a
depreci ation expert.

JUDGE HATCHER: And | woul d point out that we all
seemto have agreed that the 145 | ooks to be new here. O

not new, but it's calculated in this case. No? Ckay.
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M. Spanos, can you give a yes or no?

MR. SPANCS: | don't know the answer to the
question that he's asking.

JUDGE HATCHER: And | think I can hel p because
he's tal king about rates, but the customer rates that they
pay for electric usage, not depreciate rates. | think
we're getting very confused on using just the abbreviated
rates.

Try your question again.

MR OPITZ: Can you point ne to anywhere in the
nmost recent Evergy West rate case ER2018-0146 that woul d
I ndi cate custoner rates for usage were based upon your
anount of $145 mllion?

M5. MERS. For the record, same objections.

JUDGE HATCHER: |'mgoing to allow it because |
know t he answer | expect, and | have not heard that.

Go ahead.

MR SPANCS: Are you asking ne to answer that
question yes or no? O can | give an answer to what |
under st and?

MR- MEYER |'masking for a yes or no.

JUDGE HATCHER  Let's --

M5. MERS. Judge, | would ask that he be allowed
to fully answer the question if he's put --

MR COPITZ: Your Honor, they'll have an
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opportunity to redirect and say --

M5. MERS: This is a settled case that we're
referring to. He doesn't --

JUDCE HATCHER: | don't see the difference in
allowing M. Spanos to explain following a yes or no, and
the difference between allow ng his counsel to ask himon
the prom sed redirect.

So M. Spanos, if you can start, please with a
yes or no, | would be very interested in hearing your
explanation. But | would like for the record to get M.
Qpitz' question answered beginning with a yes or no.

M5. MERS. |'msorry, is he required to answer
yes or no, or can he testify that he doesn't no or can't
answer yes or no?

JUDGE HATCHER: COh, yeah. Absolutely. [|'m
sorry. Yes. Those are options, too. | apologize.

MR, SPANCS: | don't know the answer to how that
Is. |'ve calculated the 145 here and in the accounting
order. Those are the times that |'ve calcul ated that
nunber. It's been built on time before that. | don't know
how that gets applied to customer rates as being asked in
this question.

MR OPITZ. Wre you retained by Evergy in that
case? In the 2018 case ER2018- 0146.

MR. SPANCS: | don't renenmber the actual cases.
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They all kind of were together. So I'msorry, | don't have

the actual cases in front of me.

MR OPITZ: Do you attach a copy of your case
experience, your testinony, in nost cases?

MR SPANCS: | do.

MR OPITZ: And do you attach that to your direct
testinony?

MR, SPANCS: | do.

MR OPITZ: Can you turn to your direct
testinony. And I'mtrying to get there nyself. Do you see
anywhere in your testinony that refreshes your recollection
whet her or not you were retained by Evergy in that 2018
rate case?

MR SPANCS:. During that time period, | do not
see that. | see the EC2019-0200 case as the one that |
have listed on ny |ist of cases.

MR OPITZ: So you were not a witness in that
2018 rate case?

MR SPANCS: No. | nmean, | was part of the '16
case and the '19 work. | do not see any reference to
witing testinony in that particular case. That list in ny
direct is when | wite testinmony or amorally giving
t estinony.

MR. OPITZ: Okay. | have no further cross, Your
Honor .
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JUDGE HATCHER: Are there any other questions for

M. Spanos?

(No response)

Redirect.

MS. MERS: Very briefly.

That question that you were trying to provide a
ful some response to M. Opitz about rates in the 2018 case,
coul d you please conplete your response.

MR SPANCS:. Sure. There's a |lot of conponents
that go into a rate case. And ny conducting the
depreciation study is one piece of that. And those results
get applied to what's part of the rate case. And so |
don't always know how that gets translated, whether it be a
settlement or whether the actual ruling gets translated
into each particular account as to what is utilized as the
rates that was a -- the depreciation rates as part of the
rate case rates to customers. And that's why | was
struggling with that answer is because | don't get involved
in that aspect of it. |'mworking on devel opi ng
depreciation rates for recovery of investnent.

M5. MERS. Thank you. No further questions.

JUDCE HATCHER: Thank you.

M. Spanos, you are excused.

MR. SPANCS: Thank you.

JUDGE HATCHER: Pl ease be safe on your travels
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MR, SPANCS:. Thank you. | appreciate you having
ne.

JUDGE HATCHER: W will wap up for the day.

MS. BELL: Your Honor, one request. |'msorry,
Stephanie Bell with Velvet. | would like to offer Exhibit

800 and ask that the Comm ssion take notice of it. It is
t he second anended report and order in File Number EQ2022-
0061.

JUDGE HATCHER: | know the judge that wote that.

(kay. Exhibit 800, the very well witten second
amended report and order. Are there any objections to its
adm ssion onto the hearing record as Exhibit 800.

M5. MERS: |'mnot sure if there is an objection
but | would like to understand its purpose. | don't know
iIf it's relevant.

MS. BELL: Your Honor, Velvet Tech doesn't have a
witness in this case, and as you know, isn't currently
taking service. But this case describes Velvet's position
inrelation to this case and status as a potenti al
custoner. And so | would like it entered.

JUDCE HATCHER: That inmmediately brings up a
question. As a potential custonmer, how come you don't just
talk to Evergy? | don't hear any objections. So admtted.

(Exhibit 800 admitted)
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MS. BELL: Thank you, Your Honor. And then with
that, | would request to be excused for the remainder of
t he hearing.

JUDGE HATCHER: Any obj ections?

(No response)

Hearing none, granted.

MR ELLINGER: Judge, Marc Ellinger on behal f of
Nucor. | would request to be excused for the remainder of
t he hearing.

JUDGE HATCHER: No objections. G anted.

UNI DENTI FI ED SPEAKER:  Judge, same request for
Googl e.

JUDGE HATCHER: No objections. G anted.

MR ZOBRI ST: Judge, Karl Zobrist. [|'mnot going
to ask to be excused because this is far too nuch fun. |
do just have -- if the bench is in the node of accepting
other sort of admnistrative measures, | did discuss in
opening statement the two old Mssouri Public Service
cases. | don't know what your practice is but they're
certainly appropriate for the bench and the Comm ssion to
take official notice or admnistrative notice of its prior
rulings.

And so | just want to formally offer the
Conm ssion's report and order in Case Number EQA1-358 that
was deci ded by the Conm ssion on Decenber 20, 1991. That
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was an AAO case for the coal conversion and the life

extension for Sibley.

And then the rate case, it's Nunber ER90-101, and
ot her cases decided Cctober 5, 1990, where sone of the
sem nal decisions with regard to the Sibley unit were al so
deci ded by the Conm ssi on.

JUDCE HATCHER: (kay. Do you have those prepared
as an exhibit?

MR. ZOBRIST: | do not have themas an exhibit.
| have curtesy copies for you, Judge. And I'Il bring those
up. They have West law cites. And that's going to be in
our brief, so all the |awers shoul d have access to that.
But | do have a copy for you, sir.

JUDGE HATCHER My point was the Comm ssion
prefers exhibits over the taking notice of. Let's go ahead
- because they are final decisions. Any objections to --

MR ZOBRIST: Want ne to repeat it, Judge?

JUDCGE HATCHER: No. No. No. [I'mlooking for
your next nunber.

MR ZOBRI ST: 135 and 136.

JUDGE HATCHER: Any objections to the adm ssion
of Exhibit 135 which will be the Conm ssion's decision in
EO 91- 3587

(No response)

Hearing none, so admtted.
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(Exhibit 135 admtted)

MR CLIZER If you'll let me -- sorry, | wasn't
fast enough.

JUDGE HATCHER: No, no. Go ahead.

MR CLIZER |'mnot objecting, | just want to --
these are the orders as available online through Lexus or
sonet hi ng?

JUDGE HATCHER: Correct.

MR CLIZER Yeah. | have no objection.

MR ZOBRI ST: And Judge, we'll provide copies in
the norning, so --

JUDCE HATCHER:  Excel | ent.

Last question, any objections to the adm ssion of
Exhibit 136, to be filed tomorrow, which is the
Conm ssion's decision in ER-91-101?

MR ZOBRI ST: 90-101.

JUDGE HATCHER: 90. 90-101.

(No response)

Hearing none, so admtted.

(Exhibit 136 admitted)

M5. MERS. Judge Hatcher, in that vein, you had
mentioned wanting, | believe, staff witness Cedric
Cunigan's surrebuttal true-up direct work papers. Wuld
you like us to file that as an exhibit? And if so, can we

just go ahead and see if parties would object to that now?
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They were all provided, the work paper, ahead of tine. So

it should --

JUDGE HATCHER Oh, okay.

Any objections to the work papers as described by
Ms. Mers for tonorrow s exhibit for staff for engineer
Cuni gan?

What's you next nunber?

MS. MERS: | believe it is 283.

JUDCE HATCHER:  For information and belief, any
objections to Exhibit 283, which purports to be tonorrow
engi neer Cunigan's work papers?

(No response)

Hearing none, so admtted.

MR FISHER Judge, | just -- JimFisher. The
list we had had 283 as the staff true-up rebuttal
accounting schedul es. But maybe that's incorrect.

M5. MERS: | have 282 as the staff true-up --

JUDGE HATCHER: | have 283.

M5. MERS: \ell, we can do 284.

JUDGE HATCHER:  Sol d.

JUDGE HATCHER: And |'m | ooking on page 7, just
for your reference tonight. Not now during the hearing.
But 283 staff true-up rebuttal accounting. That is
underneath the true-up rebuttal testinony of Dr. \Wng.

MS. MERS: | apparently |ost a page, so ny
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apologies. 284 it is.

JUDGE HATCHER: 284, any objections?

(No response)

Hearing none, 284 is so admtted.

(Exhibit 284 adnitted)

MR CLIZER  Your Honor, | have | guess in the
sane vein of asking for notice of report and orders, | can
bring it as an exhibit tonorrow -- okay. [I'Il bring one.

JUDCE HATCHER: Excellent. | can ask tonight but
it's going to be, you know, tonorrow.

Thank you. Let's see what business we have to
wrap up.

MR ZOBRIST: | have just one request of counsel.
If it's sufficient for me to provide you the first page
with the West Law of Lexus side, is that good enough? O
do all the lawyers need to have full copies?

kay. Good. And I'II --

JUDCE HATCHER: Would all the |awyers waive their
copi es for Comm ssion decisions? That woul d nean no copies
for Evergy. That would nean no copies for MECG

M5. MERS. As long as it is readily available in
either EFIS or West Law. | do know with some of the ol der
cases, as you may have heard, you keep saying his struggle
to | ook back -- but some of the ol der cases are harder to

find on EFIS. So as long as it is easily accessible, |
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have no issue for that. But if it's --

JUDGE HATCHER: \What about timeliness? Because |
woul d say it's easily accessible after | admt it as an
exhibit, but that mght be while you're witing briefs,

UNI DENTI FI ED SPEAKER:  Your Honor, can we agree
to just email them copies to counsel?

JUDGE HATCHER  Sol d.

Ckay. W are down to announcemnents.

UNI DENTI FI ED SPEAKER: Woul d the Court be
amenabl e to pushing back the start an hour tonorrow? |
said Court, | neant Conmission. | apologize.

JUDCE HATCHER: | appreciate the pronotion. |'m
| ooking at the schedule and we have one issue. That is
AM. Wiich for our |istening audience is Automation --

UNI DENTI FI ED SPEAKER:  Advanced Metering

| nfrastructure.

JUDCE HATCHER: -- Advanced Metering
Infrastructure. | have on ny list six wtnesses. And we
are discussing a 9:30 start tinme. |'mgoing to say no.

Only because we already have this all distributed and set
up.

UNI DENTI FI ED SPEAKER: | understand. Say no
more. Thank you.

MR ZOBRI ST: Judge, just for ny purposes, | have

five witnesses. Do you have one nore?
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JUDGE HATCHER: | have Lutz (phonetic), Kaisley

(phonetic), Ives, Eubanks (phonetic), Marke, Robinett.

UNI DENTI FI ED SPEAKER:  (Audi o cuts out) schedul ed
for tonorrow.

JUDGE HATCHER: (Ckay. That m ght be one of the
updates. | certainly mght have mssed that. So we're
down to five witnesses. No. | would like to start at
8:30. We've all seen ny luck with changi ng WebExs.

(kay. Let's talk. W only have the one issue
tomorrow. | do not anticipate that taking all day. Any
| ast announcenents before we adjourn for the day?

(No response)

Excellent. | wll see everyone and their
exhibits tonorrow

UNI DENTI FI ED SPEAKER:  Thank you, Judge.

JUDGE HATCHER: W are adjourned and off the
record. Thank you.

(Hearing concl uded)
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CERTI FI CATE OF TRANSCRI PTI ONI ST
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