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The foll ow ng proceedi ngs began at 9:00 a. m:

JUDGE CLARK: Ckay. Let's go on the record.
Good nmorning. Today is August 2, 2022, and the current
tinmeis 9:00 aam W are here for day two of the
evidentiary hearing in File No. EF-2022-0155, which is
Evergy M ssouri West's Request to Securitize Certain
Costs Related to Wnter Storm Uri.

" mgoing to remnd everybody that if you are
not speaking, please be sure that your mcrophone is
off. If you are speaking, please be sure that your
m crophone is on. Oherw se, the people who are
participating or viemng on the web wll not be able to
hear you. Likew se, just so we don't get interrupted,

i f you have a cell phone, please be sure it is on silent
or vibrate.

My name is John Clark. |'mthe Regulatory Law
Judge presiding over this hearing today. And at this
time |'mgoing to ask the parties to enter their
appearance again for the record starting with Evergy
M ssouri West.

MR, STEINER: Good norning. Appearing for the
Conpany, Roger Steiner, Karl Zobrist, Jackie Wi pple,
Jim Fi scher

JUDGE CLARK: Thank you. For the Staff of the

Comm ssi on.
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MR, KEEVIL: Yes, Judge. Appearing on behalf

of the Staff of the Conmm ssion, Jeff Keevil, and ny
contact information was given to the reporter yesterday.

JUDGE CLARK: Thank you. The Ofice of the
Publ i c Counsel .

MS. VanGERPEN. Lindsay VanCerpen on behal f of
the Ofice of the Public Counsel, and ny contact
information was al so given to the court reporter
yest er day.

JUDGE CLARK: Thank you. M dwest Energy
Consuners G oup.

MR OPITZ: Good norning, Your Honor. Tim
Qpitz on behal f of MECG

JUDGE CLARK: Thank you. Nucor Steel.

MR, ELLINGER: Good norning, Judge. Mark
El linger on behalf of Nucor Steel.

JUDGE CLARK: And Vel vet Tech Services.

MS. BELL: Stephanie Bell on behalf of Vel vet
Tech Servi ces.

JUDGE CLARK: Thank you. Before we get into
the w tnesses today, | have sone questions. | didn't
get alot of tine to look at the stipulation that the
parties put together before we went back on the record
yesterday. And so | believe some of ny questions were

somewhat inarticulate. | want to readdress sone of
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those this norning wthout wasting too nmuch tine doing

so. | wll also note for the record that the Chairnan
of the Commission is on. Do we have ot her

Commi ssioners? Not at this point, but |'msure that
others will be joining us.

| guess | have some questions relating to
things that, and these are primarily for -- these are
primarily questions for Evergy. But if other people
know t he answer, they are welcome to chine in.

In review ng the stipulation and agreenent
that was put forth by sone of the parties and not
opposed by some of the other parties, there were several
provi sions which there was an indication that those were
resol ved i ssues and yet the stipulation seens silent on
sone of those issues, and so I'd like to fill in some of
those blanks. But first if Evergy could kind of walk me
through if the Conm ssion were to approve this
stipulation and agreement, wal k ne through the process
t hrough the issuance of a financing order. Could you do
that, please?

MR, STEINER: Sure. The financing order that
we submtted in testinony --

MR, KEEVIL: Turn your m ke on.

MR STEINER -- financing order that we

submtted in testinmony, the parties agreed, signatories
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agreed to utilize that subject to some adjustnents. W

believe that order needs precision in order to get a AAA
rating, and | al so understand the Conm ssion had sone
formissues we nmentioned yesterday. So if we could get
an understandi ng of those formissues, we wuld take the
pen, work with Staff, and resubmt that on the date that
the Conmssion initially scheduled for the date of the
initial brief. That's how!| see it working out.

JUDGE CLARK: And that's where | nay have been
Inarticulate yesterday. | realize that formwas one of
the things that | addressed, but it nay be a little
broader than that in terns of the Conm ssion's concerns.

So in your mnd, are there -- is there one
order that is issued?

MR, STEINER: Yes, | Dbelieve so.

JUDGE CLARK: (Ckay. So that order woul d
approve both the stipulation and would al so be the
financing order?

MR, STEINER  Yes.

JUDGE CLARK: Do you believe that the approval
of the stipulation could be separate fromthe financing
order?

MR, STEINER: Could you give me a mnute to
confer?

JUDGE CLARK: Absol utely.
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COMWM SSI ONER HOLSMAN:  Judge, while he's

taking that mnute, this is Conm ssioner Hol sman. Just
l etting you know that |'ve joined.

JUDGE CLARK: Thank you very nuch,
Comm ssi oner Hol snan.

MR, STEINER:  Your Honor, could | inquire of
ot her Conpany experts and get back to your question on
two separate orders? |'mnot prepared to answer that.

JUDGE CLARK: (Ckay. That's nore of a
curiosity of mne than anything else. | just was
wondering whether it needed to be one order or whether
it could be two.

MR STEINER. My initial reaction is it needs
to be one, but I want to check with some experts. This
I's not an area of ny expertise either.

JUDGE CLARK: Let's go for a second on the
assunption that it would be one order. Gven that the
parties have agreed to utilize Evergy's order that was
attached to M. Lunde's testinony, when you say

"utilize," what do you nean?
MR. STEINER: Present it to the Conm ssion for
Its use.

MR, KEEVIL: Judge, if | could junp in here.
This is Keevil for Staff. M. Steiner and | have spoken

alittle bit. W need to speak sone nore. The way
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Staff sees -- | nean, we're using M. Lunde's order as

the starting point. Staff and the Conpany are going to
need to get together between now and when we submt an
updat ed, revised, whatever you want to call it, version
of the Lunde order with the briefs, | think the initial
briefs | believe that M. Steiner suggested.

| nmean, there will be revisions nmade to
M. Lunde's order that is currently attached to his
testinony. So | don't -- | don't know where you're
going with this focus of questioning obviously, but I
woul d caution you to -- whatever gets submtted with the
initial briefs may not | ook identical to what is
currently attached to M. Lunde's testinony. That's the
starting point that the parties have agreed to use, and
they wll be updated and revised to reflect the
stipulation and certain portions of the statute which we
believe need to be addressed. And also |like M. Steiner
said earlier, certain things need to be in there to get
the best possible rating for the bonds. So it's not
going to be identical to what you have currently before
you. |It's going to be revised, updated, filled out,
whatever. Be careful -- Again, | don't know where
you're going with all this. W're not saying approve
the thing that's currently attached to Lunde's testinony

in the stipulation. So it's going to vary fromwhat you
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currently have. | think M. Steiner would agree with

that, | hope.

JUDGE CLARK: Thank you. That answers some of
the questions | was going to get to. I'mgoing to go
ahead and continue down this road for a bit. So based
upon what you said, M. Keevil, you foresee Staff and
Evergy, and I'mgoing to assume the other parties that
were signatories, which I believe is only OPC, getting
toget her and submtting an order that approves the
stipulation and agreenent and the financing order as
well; is that correct?

MR KEEVIL: Yes.

JUDGE CLARK: And when that is -- when that
order is submtted for the Conmi ssion's approval, is the
Conmi ssion entitled to edit that order wthout tanking
the stipulation, the technical termtanking?

MR KEEVIL: Well, keep in mnd there are
going to be certain issues that aren't resolved by that
order because certain issues are still going to hearing
under the stipulation. The OPCissues and the rate
design tariff issues are still going to hearing. So the
Conm ssion is going to have to nake decisions like it
woul d in a nornmal case on the contested issues. So
those issues certainly won't even be, | don't know how

we were planning to address themin the stipulation
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frankly, but you're going to have to deci de sone issues

separate and apart fromthe draft order that is provided
to you.

MR STEINER: | would agree with that that
you'll have to do that portion of it for sure. Your
question of whether you can do other edits, it is your
order, so | think you can. W're just trying to, you
know, restructure it to address your form concerns,
what ever, still have the precision that's needed that is
coded different than the order that you would normally
do because it's |ooked at by the rating agencies, by
other entities, to give opinions. But there's certain
things need to be init that we would like to be in it
SO0 we can get the best possible rating which helps the
Conpany, hel ps the ratepayers, hel ps everyone.

JUDGE CLARK: Would it be fair to say -- |'1]
just clarify. I'mtrying to get sonme clarity, and the
reason |'mtrying to get sone clarity is it's
extraordinarily unusual, and | can't recall since |'ve
been here certainly, any case in which the Conm ssion
has not witten its own order, and so this is
extraordinarily unusual this kind of request.

Wuld it be fair to say that your concern is
that if the Commission were to draft its own order that

It mght affect your ability to get a AAA rating?
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1 MR STEINER  Yes.

2 JUDGE CLARK: And is that Staff's concern as

3 well?

4 MR KEEVIL: Well, | nean, Staff has -- Staff

5 obviously wants to see themget the best rating

6 possible. Staff also wants to have the opportunity to

7 make sure that part of that designated representative

8 process, which I think we tal ked about sone yesterday,

9 is addressed in the financing order in a way that Staff
10 believes is appropriate and statutorily conpliant. So
11 I'"mnot sure Staff's concerns are identical. | think
12 they're sonewhat, were simlar but not perhaps woul dn't
13  place the enphasis on the same issues as Evergy. But |
14 think we do | think share the same concerns. |It's just
15 maybe how we woul d rank themthat would differ perhaps.
16 Yeah, | nmean, as far as the ultimate order, on
17  Dbehalf of Staff, I"'mnot going to tell the Conmssion it
18 can't wite its own order if it wants to. But | think
19 the financing order process -- | think there was sone
20 provision in the Enpire case where the parties, | think
21 Staff and Enpire provided proposed financing orders.

22 So | don't think this is unusual in that regard,

23 although | agree with you that this entire statute is,
24  and the process and the procedure under this statute, is
25 as | said yesterday, not conpletely traditiona
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ratemaking as it has been practiced in Mssouri because

you have the financing order process, you have the go
back to the Staff representative involvenent with the
Conpany prior to the issuance. There's lots of things
In that statute that are not typically involved in
Mssouri utility ratemaking. We're just | think all
kind of stunbling through this the best we can trying to
conply with this statute and get the best result we can.

JUDGE CLARK: Thank you. [It's not -- I'msure
everybody is aware it's not unusual in court cases for
the parties to submt proposed orders, and | think that
may have been kind of what was conplicated. As | said
again, it's alittle unusual. |'mveering off. Let ne
t ake what you've said so far and see if | can get sone
clarity on that.

So based upon what you said, at |east right
nowit's contenplated that a financing order that is
structured by the parties would be submtted wth
initial briefs and that order woul d be sonewhat
i nconplete in nature in that there would still be sone
contested issues for the Comm ssion to decide and draft;
Is that correct?

MR, STEINER: That's correct.

JUDGE CLARK: Thank you. That's as much

clarity as | believe |I need right now on that.
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MR, KEEVIL: That may be as much clarity

that's possible on that unfortunately.

MR, STEINER: Judge, you had a question about
could there be one or two orders. Wuld you like me to
find out an answer to that and get back to you?

JUDGE CLARK: | amcurious. So yes, if you
could, 1I'd appreciate it. It doesn't have to be today.
We will probably be here -- | don't know how | ong we
wi Il be here.

MR STEINER I'Il find out.

JUDGE CLARK: M next question.

MR, KEEVIL: Judge, before you conpletely go
of f that, going back to your formissue that you raised
yesterday on the order, was there sonmething --

JUDGE CLARK: I'mgoing to interrupt you for
just a nonent. Again, | said that's where | was
inarticulate. | said formbecause that's what occurred
to nmy mnd, because it generally does not |ook |ike an
order that's issued by the Conmission. It isn't
nunbered the same way. | did not mean to express to the
parties that formwas the only Comm ssion concern with
the proposed financing order. |'mjust trying to get
sonme clarity on just how nuch this order as is going to
be submtted by the parties can be altered w thout,

again as | said, tanking the agreenent between the
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parties. So that's kind of what I'mtrying to get a

sense of, and | think the parties have given nme about as
much as they can give me on that unless they think of
sonet hi ng el se.

MR, STEINER  Ckay.

JUDGE CLARK: M next question and in a
simlar veinis to ask, | believe that's provision 9 of
the stipulation is regarding that financing order, and
my question for the parties then is if that provision
were not there, do the parties still have an agreenent?
In other words, if it was understood that the Comm ssion
woul d be drafting the order and the parties still would
have their -- submt proposed orders.

MR STEINER: May | confer real quick.

JUDGE CLARK: Pl ease. Take your time. This
I's an inportant issue.

MR, KEEVIL: Judge, while M. Steiner is
conferring with his client, let ne just junp in. From
ny perspective, | know, number one, that the wording of
the financing order is very inportant to achieve a AAA
rating. | would certainly want the opportunity on
behal f of Staff to submt at |east Staff's proposed -- |
guess at that point it would be Staff's proposed rat her
than the joint thing that you're tal king about but at

| east a proposed financing order on behalf of Staff with
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the initial briefs. But | really can't tell you -- |

mean, we'd have to go back and do all sorts of

di scussions to determne if we take out this paragraph

or that paragraph, do we still have the stipulation. |
can't answer that here today, but | just wanted to say
that we would still certainly want the opportunity to

submt a proposed financing order.

JUDGE CLARK: Thank you. Evergy.

MR STEINER: W really can't stress enough we
really believe that the order needs to be crafted
initially by the people that know the process, know the
AAA process. W need to have the | anguage in there that
the rating agencies, that all the interested individuals
will ook at to get the rating. So | don't believe we
woul d have an agreenent if we didn't have that ability
to structure that order in order to get that rating.

JUDGE CLARK: Ckay. Thank you. Is that true
for Public Counsel?

MS. VanGERPEN. | can't speak on behal f of the
Public Counsel, so | would have to confer with them
But | think we would Iike the chance to at |east review
what was proposed before it's proposed to the
Conm ssi on.

JUDGE CLARK: \WWhen you say "before it's

proposed to the Conm ssion," you nean before it's voted
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out ?

M5. VanGERPEN: Before -- W would want to
review what is proposed | guess.

JUDGE CLARK: Prior to issuance?

MS. VanGERPEN. Wen it's filed with the
initial briefs. At this time | do not believe that the
Public Counsel plans to file a proposed findings and
order with their initial briefs.

JUDGE CLARK: | guess my questionis, is
Public Counsel still a participant -- is still a
signatory or is still in agreenent with the stipulation
I f you understood that it was to be a Conm ssion witten
and i ssued order and not necessarily the one that is
subm tted?

MS. VanGERPEN. | think again | can't speak on
behal f of the Public Counsel. | would have to determ ne
what the position would be there. But | do not believe
that we -- | think we probably would be, but | would
have to verify that for sure.

JUDGE CLARK: Ckay. Thank you. All right.

' mgoing to nove off of that subject for a bit and go
to what | said before which is address some things that
t he Conmi ssion has to nake particular findings as to
certain things required under the statute and there were

certain things which were not addressed in the
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stipulation and yet it was represented that those were

settled issues. So I kind of want to go over those real
quick and see if | can get alittle nore clarity on
t hat .

So inregard to issue 1b, which is what is the
appropriate nethod of customary ratemaki ng absent
securitization, that was not addressed in the
stipulation that I saw. So can sonebody tell ne how
that was resol ved between the signatories?

MR, STEINER: Let nme confer, Your Honor. The
agreenent doesn't talk about that, but | believe it
woul d be the position that was in our testinony, the AAO
and the FAC. Those are the two custonary ways
rat emaki ng absent securitization.

JUDGE CLARK: Do the other parties agree with
that? Staff?

MR KEEVIL: Those would be the two -- Those
woul d be the two customary nethods. | would agree with
t hat .

JUDGE CLARK: OPC?

MS. VanGERPEN. Yes, the OPC agrees that those
woul d be the two custonary nethods.

JUDGE CLARK:  And while not signatories, the
other intervening parties have indicated they did not

object. |Is that their understanding of what would be
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the customary ratenaking absent securitization? MECG?

MR OPITZ: Customary ratenaking absent
securitization for extraordinary stormcosts | woul d
agree would either be an AAOor -- | don't think it
woul d be customary to recover extraordinary stormcosts
t hrough an FAC, but | think through an AAO woul d be the
standard way in traditional ratemaking to recover
extraordinary stormcosts like this.

JUDGE CLARK: | assune you're referring to the
provision of the FAC that allows for the renoval of
extraordi nary costs?

MR OPITZ. Yes. And with the -- Wile not in
this case wth the awareness that the Conpany has sought
or has filed an application for an AAO | think before
the securitization statute became effective related to
t hese extraordinary storm costs.

JUDGE CLARK:  Nucor Steel?

MR, ELLINGER: CQbviously we don't take a
position on anything that's in the stipulation except
that we don't object toit, but | would tend to concur
with MECG s anal ysis of that.

JUDGE CLARK: Ckay. |If you don't take a
position, that's fine.

MR, ELLINGER: That's why | caveated it that

way.
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JUDGE CLARK: | assune Vel vet Tech?

MS. BELL: Yes, Velvet concurs with the
position of MECG  Thank you, Your Honor

JUDGE CLARK: Thank you very nmuch. And
think along a simlar vein the stipulation doesn't

address, and this is 1c, what is the customary nethod of

financi ng.
MR STEINER: Let me confer on that one too.
JUDGE CLARK: I'mnot trying to be difficult.
|"mjust trying to fill in sonme blanks.

MR KEEVIL: Judge, when it tal ks about
customary nmethod of financing in the issue list, that's
actually a portion of the net present value analysis
required in the statute. So the stipulation | believe
does address net present val ue sonewhere.

MR, STEINER: That's what | was going to say,
Your Honor, | believe it's in the testinmony of Ron Kl ote
the position would be settled on is the net present
val ue conpari son

MR, KEEVIL: Net present value is addressed in
paragraph 8, Judge, of the stip where it tal ks about the
discount rate to determne quantifiable net present
val ue benefits to custoners.

MR. STEINER. Yeah. Thanks, Jeff.

JUDGE CLARK: You're saying that the customary
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met hod of financing is a conponent of that?

MR KEEVIL: Yeah. |If you |ook at the
statute, the statute requires -- well, actually that's
the petition shall include. Hang on just a second. The
petition is to include a conparison between net present
value of the costs that are estinmated to result. The
conparison shoul d denonstrate that the issuance of
securitized utility tariff bonds and the inposition of
securitized utility tariff charges are expected to
provide quantifiable net present value benefits to
retail custoners.

JUDGE CLARK: That nay answer ny next question
but 1'mgoing to go ahead and ask it anyway. \What are
the costs that will result fromthe application of the
customary net hod of financing and reflecting the
qualified extraordinary costs in retail customer rates?

MR KEEVIL: Wuld you repeat that?

JUDGE CLARK: O course. \What are the costs
that would result fromthe application of the customary
met hod of financing and reflecting the qualified
extraordinary costs in retail rates?

MR, STEINER:  Your Honor, | think M. Klote
has actually done this conparison. He's going to be a
wi tness here shortly. [If you could ask him |'m

struggling to answer your question. | think he has done

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




Judge John d ark
August 02, 2022

. Page 83
that anal ysis.

JUDGE CLARK: Ckay. Thank you. Now, Issue 2,
what are the estimted up-front and ongoi ng financing
costs associated with securitizing qualified
extraordi nary costs associated with Wnter Storm Uri ?
Ongoi ng financing costs are not listed in the
stipulation. The financing order nust include an
estimate of financing costs where the financing costs is
defined as a range of items. So | guess the question is
what are the ongoing financing costs? Have the parties
agreed to those?

MR STEINER: If | could confer.

MR KEEVIL: Judge, | think that's part of the
ongoi ng revi ew goi ng back to this designated
representative involvenent wth the process. | don't
think Staff opposed the nunber that Evergy had
originally proposed, but we indicated that we woul d
review that as part of the ongoing Staff designated
representative process. | think that's what it conmes
down to the --

MR, STEINER: | AL process.

MR KEEVIL: -- the I AL process. Sorry.

MR. STEINER: W agreed to the up front in the
stipulation, but the ongoing that will be done in the

| AL |etter.
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JUDGE CLARK: And the up front, that's the

6.6?

MR, STEINER: Yes. Up front is updated in the
| AL process. Up front is the 6.6, yes.

JUDGE CLARK: So the short answer, which |'m
| ooking for right now, is Evergy's nunber; is that
correct?

MR, STEINER  Yes.

JUDGE CLARK: |ssue 2a, what is the
appropriate return on investnent and treatnment of
earnings in the capital subaccount? That was not
addressed in the stipulation either. 1Is there an
agreenent as to that?

MR STEINER: ['mgoing to have to confer

JUDGE CLARK: You nmay confer w thout asking

MR STEINER W believe that both of those a
and b that that's the position in our testinony. |
don't think anybody disputed that.

JUDGE CLARK: |s that the other signatories'
under st andi ng?

M5. VanGERPEN. Yes, that's the OPC s
under st andi ng.

MR KEEVIL: Again, Judge, | think that --

was thinking that would be part of the ongoing process
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between the parties' proposed order but --

JUDGE CLARK: That nay be the answer. [|'m
just saying these things are not contained in the stip

and they are requirements. |'mjust trying to figure

1

2

3

4

5 that out.
6 MR KEEVIL: You're reading fromthe list of

7 issues. You're not reading fromthe statute.

8 JUDGE CLARK: That's true, that is correct.

9 MR KEEVIL: So what you're reading is not

10  necessarily required.

11 JUDGE CLARK: | will take that into account.
12 As | indicated, these are issues that it had been

13  indicated were settled. So | just want to know what the
14  agreenent was.

15 MR KEEVIL: Qbviously this isn't going to al
16 get settled today. Do you have a |ist of these? |

17  mean, are you just going through the [ist of issues as
18 opposed to sonme other list to cone up with these

19 questions?

20 JUDGE CLARK: I'malnost to the end of ny

21 questions. Staff, you believe that it's Evergy's nunber
22 in this case?

23 MR KEEVIL: ['mgoing to have to check,

24 Judge. | think so. But the -- yeah, as far as the

25 nunber itself, | think so --
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JUDGE CLARK: Ckay. Thank you.

MR KEEVIL: -- if that's the question.

JUDGE CLARK: Yes, that is the question.

MR KEEVIL: Ckay. The nunber itself | think
we're okay wth, yeah.

JUDGE CLARK: | think Evergy indicated that
was for 2a and 2b and | think OPC answered that you al so
believe for 2a and 2b as well. Actually that -- Let's
just address 2b. Have the parties reached any sort of
agreenent regardi ng whether the issuance of nultiple
series is appropriate?

MR, KEEVIL: Again, Judge, to us that is
sonmething that's going to be part of the discussion in
the 1AL process which woul d take place |ater on between
the parties.

JUDGE CLARK: Ckay. And | know I'm asking --
That is an acceptabl e answer, because | understand that
the agreement to at |east an extent is here's the
agreenent and there's sonme details to be hashed out.

MR KEEVIL: There are a lot of details to be
hashed out that wouldn't normally be remaining to be
hashed out because, again, because of the unique nature
of this securitization statute process that has
provisions in it that are unknown previously to the

world of Mssouri utility ratemaking, which is like
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we' ve tal ked about, the ongoing collaborative process

between the parties and the issuance advice letter,
approval / di sapproval process, things that you don't
normal |y have in Mssouri.

JUDGE CLARK: | agree. This is newto nme as
wel | .

MR, STEINER:  Your Honor, | agree that it's
not addressed in the stipulation. | believe that the
testinmony of M. Lunde nakes the recomendation on this
Issue, and | don't believe any party has opposed it. So
| think that is the position in this case of what the
Conpany bel i eves the Comm ssion shoul d deci de.

JUDGE CLARK: (Ckay. Thank you. | may get a
simlar answer to this one. Wat is the appropriate
termand coupon rate for securitization of qualified
extraordinary costs? That would be |ssue 3b.

MR, STEINER:  Your Honor, there is testinony
on that fromM. Lunde. Those terns will all be updated
through the I AL process. So | don't think --

MR KEEVIL: | nean, Staff has testinony on
that as well, Judge, in M. Davis, and | agree with the
end of what M. Steiner just said that is going to be
updated through the | AL process. So you continue to ask
us questions that we can't answer, and | understand it's

frustrating for you but it's frustrating for us too
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because that's something that we haven't gotten to that

yet. Not because we tried to deck it but because of the
way the process is set out in the statute.

MR STEINER | think, as M. Keevil said,
this is a newissue. | think we need the order to have
the flexibility, which I think the proposed order does
have, the financing order we submtted, so that those
type of things can be changed as narket demands dictate.
We need the flexibility in that financing order so that
that can be updated, and there's a process to do that
with the I AL process.

JUDGE CLARK: Thank you. And | can see the
frustration level. It's not ny intent to frustrate, and
the answers |'mgetting are acceptable answers. [|I'm
just trying to get an idea where these are going to cone
fromand at what point in the process they get nore
hamrered down. | think you've given ne about as much as
you can on that.

MR, STEINER: Judge, | totally understand why
you' re asking these questions. |If | expressed
frustration, | apol ogize.

JUDGE CLARK: That's not --

MR KEEVIL: | think I did.

JUDGE CLARK: That's not necessary on
anybody's part. And those are all the questions that |
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have right now concerning that.

Wth that in mind, 1'"mgoing to answer one of
M. Keevil's questions fromyesterday and that is that
we are going to want M. Davis to appear.

MR KEEVIL: Okay.

JUDGE CLARK: Thank you. Wth that in mnd,
are there any prelimnary matters before we get into
Wi t nesses that the Conm ssion needs to address?

MR, STEINER:  Your Honor, could I inquire of
the other wtnesses that we indicated the parties didn't
have questions if we could know if the Conm ssion has
questions for any of those people? |If they don't, we'd
like to rel ease those wi tnesses.

JUDGE CLARK: | understand. | don't have an
answer for you at this time. | wll get you an answer
as soon as one has been nude.

MR, STEINER: Thank you.

JUDGE CLARK: Any other prelimnary natters
that the Conm ssion needs to take up at this tine? |
hear none and see no hands. Therefore, Evergy M ssour
West, you may call your first witness.

MR, STEINER: Evergy calls Ronald Klote.

JUDGE CLARK:  Would you raise your right hand
to be sworn.

Do you solemly swear or affirmthat the
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testinony you are about to give at this evidentiary

hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated and be sure
your mke is on.

You may proceed, Evergy.
Ther eupon:

RONALD KLOTE,
having been first duly sworn, was examned and testified
as foll ows:
DI RECT EXAM NATI ON

BY MR STEI NER:
Pl ease state your name for the record.
It's Ronald Klote.
M. Klote, where do you work?
At Evergy.

What's your position there?

> O > O >» O

|'m Senior Director of Regulatory Affairs.

Q M. Klote, did you cause to be filed direct
testinmony in this case? There's a confidential version
mar ked as Exhibit 11C and a public version prenmarked as
Exhibit 11P?

A | did.

Q Did you al so cause to be prepared surrebutta

testinony that's been premarked as Exhibit 12C for the
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confidential and 12P for the public?
A. | did.
Q Do you have any changes or corrections to that
testi nony?
A | do not.
Q If I were to ask you the same questions in

that direct and surrebuttal testinony, would your
answers be the sanme?

A Yes, they woul d.

Q Are your answers true and conplete to the best
of your know edge and belief?

A Yes, they are.

MR, STEINER:  Your Honor, I'd like to offer
Into evidence Exhibits 11C, 11P, 12C and 12P

JUDGE CLARK: Say that again, please.

MR STEINER: |'d like to offer into evidence
Exhibits 11C, 11P, 12C, and 12P. Those are the direct
and surrebuttal testinonies of Ronald A Klote.

JUDGE CLARK:  Any objections? | hear no
objections. Exhibit 11C, 11P, 12C, and 12P are adm tted
onto the hearing record.

(COVPANY EXHI BI TS 11C, 11P, 12C, AND 12P VERE
RECEI VED | NTO EVI DENCE AND MADE A PART OF THI S RECORD.)

JUDGE CLARK: | amgoing to say at this tine,

because | don't believe | said it before, that there's a
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| ot of confidential information in this case. |If

there's a need to go in camera, | may not inmediately
recognize it, sol'mrelying to a large extent on the
parties to let me knowif we're getting into
confidential information so | can go in canera. Those

exhibits are admtted onto the hearing record. o

ahead.
MR STEINER Tender the witness for cross.
JUDGE CLARK: (kay. oing by the provided
order of cross, | believe Velvet Tech.
MS. BELL: No questions, Your Honor.
JUDGE CLARK:  Nucor.
MR, ELLINGER: No questions, Your Honor.
JUDGE CLARK:  MECG
MR OPITZ: No, thank you, Judge.
JUDGE CLARK: The Conmi ssion Staff.
MR, KEEVIL: Very briefly, Judge.
CROSS- EXAM NATI ON
BY MR KEEVI L:
Q Good norning, M. Klote.
A Good norning, M. Keevil.
Q Do you have a copy of M. Riley's surrebuttal ?
A Yes, | do.

Q On page 3 of M. Riley's surrebuttal, | don't

have a line reference, | apol ogize, but it begins as
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Conpany witness, M. Ron Klote CPA stated on page 23 of

his direct testimony, and | stated, | being M. Riley
there, stated in rebuttal testinony, there are no
deferred income taxes associated with this Storm Uri
securitization. Do you see that statement there by
M. Riley on page 3?

A Yes, | do.

Q Do you agree with that?

A No. That's not what | said in ny direct
testinony. In ny direct testinony, | was sinply
pointing out that in the statutes there is a difference
between the way deferred taxes are treated in regards to
plants that are retired through securitization process
and how qualified extraordinary costs are. There are
deferred taxes associated with it.

Q And in this case we're dealing with qualified
extraordinary costs; is that true?

A That's correct.

Q The statement in your testinony, was that in
regard to the retirement of generating plants?

A That's correct.

Q And you're saying there's a tax treatnent
difference between those two?

A There is.

Q Can you briefly explain that?
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A Sure. For retired plant, there is an anmount

associated with the deferred tax net benefits and the
net present value of the cash flows associated with
that. That is not the total amount of deferred taxes.
That is the net present value of that that's associ ated
with retired plant. In this case this is qualified
extraordinary costs. There are deferred taxes
associated with it. There are deferred taxes that are
included in our current rate case associated wth these
that are included. So definitely a distinction between
how retired plant is handled through securitization and
the deferred taxes with those versus the deferred taxes
associated with extraordinary costs. And we have a
Wi tness here, our Senior Director of Tax, that can take
a deep dive on that if we need to.

Q And who woul d that be?

A Mel i ssa Hardesty.

MR KEEVIL: Thank you. No further questions,

Judge.
JUDGE CLARK: Public Counsel.
MS. VanGERPEN. No questions, Your Honor.
JUDGE CLARK: Any questions fromthe
Conmi ssioners? | hear none.

CHAI RMAN SI LVEY: No questions, Judge.
COMWM SSI ONER HOLSMAN:  No questi ons, Judge.
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JUDGE CLARK: Thank you very nuch.
QUESTI ONS
BY JUDGE CLARK:
Q | have a few questions starting with the one

that | was told that you woul d be the person to ask
about and that is under Section 393.1700.2(2)(e) what is
the customary method of financing.

A Right. There's a requirenent in the statute
that a net present value calculation nmust be done to
show what benefits accrue to customers from
securitization methodol ogy versus the customary way
which in this case is either the fuel clause nethodol ogy
| wll call it or the accounting authority order
met hodol ogy. And the settlement in this case fromthe
direct position that the Conpany filed creates
additional net present value benefits to the custoners
al most reducing 50 mllion fromthe Conpany's original
posi tion.

Q VWhat costs result fromthe customary nethod of
financi ng?

A The customary method of financing as disclosed
before are the fuel costs nethodol ogy or the AAO. Those
woul d be the custonmary. And costs that woul d be
embedded in there woul d be costs associated wth the

wei ght ed average cost of capital. |In the securitization
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met hod, obviously there's a coupon rate that's

associ ated with those.

Q Now, in your surrebuttal you state that
non-fuel operations and nai ntenance costs have been
removed from securitization; is that correct?

A That's correct.

Q And you al so state that those costs wll be
recovered through the Conpany's current general rate
case?

A That's correct.

Q |s that true assumng that Staff's proposal is
adopt ed?

A Yes. They would either be recovered through
securitization or through the general rate case and
we' ve renmoved them fromthe securitization calculation
and wi |l request those in a true-up calculation in the
general rate case.

Q So is this -- Putting the stip aside for a
second, is this a settled issue with the parties
regardl ess of the stipulation?

A Wel |, the Conpany has renoved it fromthe
request in the securitization and we will be proposing
that in the general rate case and | believe fromthe
testinmony that |'ve read from Staff that they're in

agreenent with that.
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Q Can you provide ne with kind of a basic
exanpl e of a bond offering into the debt narkets?
A |'mprobably not the witness to talk to that,

but we have a Wtness Lunde here that could provide
t hat .

Q How does the pricing of the bonds correspond
wth the interest rate associated wth the bonds that
I nvestors expect?

A Once again, you know, in ny responsibilities
at Evergy, | don't deal in this area as nuch. But we
have both Wtness Lunde and if you'd |ike a Conpany
W t ness, Jason Hunphrey, that coul d answer that
questi on.

Q Thank you. Now, your counsel in opening
yesterday said that Evergy still supported 100 percent
recovery versus a 95/5 sharing that is proposed
believe in the stipulation submtted. Wy does Evergy
believe it should have 100 percent recovery of these
anount s?

MR, ZOBRI ST: Judge, maybe | should remark on
that, and | apologize for interrupting. That is not
what | neant to say. | was the |lawer that delivered
the opening statement. What | neant to say is that was
Evergy's position that the 95/5 should not be adopted

but as a result of the stipulation and agreenent that
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was no |onger an issue in the case. So perhaps |

msinterpreted your question, but | wanted to say what |
t hought | had said because I'mnot sure | said what your
question incl uded.

JUDGE CLARK: | guess ny question is, setting
the stipulation aside, if the stipulation is not adopted
by the Comm ssion, is Evergy's position still 100
percent recovery?

MR ZOBRIST: |If that is the question then,
that is the position of the Conpany.

JUDGE CLARK: |'mgoing to ask that of
M. Klote because he's the witness.

BY JUDGE CLARK:

Q Absent the stipulation, why does Evergy
support 100 percent recovery as opposed to the 95/5?

A Sure. As we stated in testinmony, you know,
removing the stormcosts out of the FAC and requesting
an AAQ, the 95/5 is a requirement of the FAC. It's not
a requirement of the AAO. These costs were
extraordinary to the Conpany. And that's why they were
removed fromthe FAC. It was out of the control of the
Conpany and thus we felt |ike requesting 100 percent was
a reasonabl e request that was nade.

The FAC has specific calculations that has

i nclusion of the 95/5 percent and thus the request was
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made.

JUDGE CLARK: Thank you. | have no nore
questions. Any recross based upon bench questions?
CHAI RMAN SI LVEY: Judge, this is Conm ssioner
Silvey. Can | follow up on that question you just
asked?
JUDGE CLARK: Pl ease go ahead, Chairman.
CHAI RMAN SI LVEY: Thank you.
QUESTI ONS
BY CHAI RMAN SI LVEY
Q So just to clarify, it's the Conpany's opinion
that the securitization statute and the FAC statute are
two separate statutes and are not in any way connected;
Is that correct?
A Yes, that's what | believe.
CHAI RVAN SI LVEY: Ckay. Thank you, Judge.
JUDGE CLARK: Thank you, Chairnman,
Any recross based upon Conm ssion questions?
| hear no response.
MR OPITZ: Sorry, Judge, for ny delay. | do
have a brief recross based on your Conm ssion questions.
JUDGE CLARK: Go ahead, MECG
RECROSS- EXAM NATI ON
BY MR OPITZ

Q Good norning. So you were -- |In response you
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were tal king about the fuel adjustnent clause conpared

to the securitization statute?

A Yes.

Q And absent the securitization statute, the
Conpany woul d have sought to recover this through an
accounting authority order, correct?

A Yes. That was a request that we had al ready
filed, yes.

Q And you did make that, correct?

A Ve di d.

MR OPITZ. Ckay. Thank you.

JUDGE CLARK: Any redirect?

MR STEINER: | don't think so, Your Honor.
JUDGE CLARK: Thank you, M. Kliote. You may

step down.

(Wtness excused.)

JUDGE CLARK: Evergy, you may call your next
W t ness.

MS. WH PPLE: Thank you. Jason Hunphrey,
pl ease.

JUDGE CLARK: Just to let everybody know, it's
my intention to take a short break after M. Hunphrey's
t esti nony.

MR KEEVIL: Thank you, Judge.

JUDGE CLARK: Woul d you pl ease raise your
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right hand to be sworn.

Do you solemly swear or affirmthat the
testinony you' re about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Please be seated. Evergy, go
ahead.

Ther eupon:
JASON HUWPHREY,
havi ng been first duly sworn, was exam ned and testified
as foll ows:
DI RECT EXAM NATI ON
BY M5. VH PPLE:

Q Pl ease state your name for the record.
A Jason Hunphrey.

Q And who is your enployer?

A Ever gy.

Q VWhat' s your position there?

A |'mthe Senior Director of Renewabl es

Devel opnment and Assi stant Treasurer.

Q Did you prepare direct testinony in this case
on behal f of Evergy M ssouri West, which has been marked
as Exhibit C, 6C as in confidential and 6P as in public?

A | did.

Q D d you also prepare surrebuttal testinony on
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behal f of Evergy M ssouri West, which has been marked as

Exhibit 7C and 7P?
A. | did.
Q Do you have any corrections to your direct or
surrebuttal testinmony today?
A | do not, thank you.
Q If | were to ask you the questions fromthose
testinonies, would your answers be the same?
A They woul d.
Q And are those answers true and correct to the
best of your know edge and belief?
A They are.
M5. WH PPLE: At this tine we would offer
Exhibits 6C, 6P, 7C, and 7P into the record
JUDGE CLARK: Any objection to admtting those
exhibits onto the hearing record? Exhibit 6C, 6P, 7C,
and 7P are admtted onto the hearing record.
(COVPANY EXHI BI TS 6C, 6P, 7C, AND 7P WERE
RECEI VED | NTO EVI DENCE AND MADE A PART OF THI S RECORD.)
MS. WH PPLE: Thank you. We'll tender the
W tness for cross.
JUDGE CLARK: Vel vet Tech.
MS. BELL: No questions, Your Honor.
JUDCGE CLARK:  Nucor.
MR, ELLINGER: No questions, Judge.
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JUDCE CLARK:  MECG

MR OPITZ. No, thank you, Your Honor.

JUDGE CLARK: Staff.

MR KEEVIL: Not at this tine, Judge.

JUDGE CLARK: Public Counsel.

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK: Ckay. | have a few questions
for you. Let me ask first, any Conm ssion questions at
this tine? | hear none.

COW SSI ONER HOLSMAN:  No questi ons, Judge.

JUDGE CLARK: Thank you very nmuch,
Commi ssi oner Hol sman.

QUESTI ONS

BY JUDCGE CLARK:

Q | have a few questions for you and I'Il start
with the one that | was told that you woul d be the best
person to answer and that is can you provide a basic
exanpl e of a bond offering into the debt market?

A Yes. A bond offering such as this wll have a
coupl e key conmponents, the first of which will be the
tenor of the offering. Wat | nmean by that is the
| ength of the offering. You could offer a two-year
bond, a five-year bond, a ten-year bond, at which point
you are anchoring in generally a risk-free rate of

return or the US Treasury for that period of tine.
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So if you have a ten-year bond, we would

anchor off of the ten-year treasury and then a spread
woul d be applied to that treasury relative to the rating
of the bond which you are seeking. So in this case we
woul d contenplate a securitization transaction being AAA
rated. So for ease of math, if the ten-year treasury
was at that day 1 percent and you had a hundred basis
points or 1 percent spread to that treasury, we would
then price our bond in this transaction at 2 percent, 1
plus 1, and generally that is how a transaction is
priced in the marketpl ace.

Q Thank you. That actually answered ny second
question regarding how the pricing of bonds corresponds
to the interest rate. Now, in your surrebuttal you
state that no additional sensitivity analysis is needed
due to interest rates increasing. Now, the fed again
recently increased rates by 75 basis points and has
hinted that there could be nore increases this year. Do
you agree wth that statenent?

A | do agree with the statenent | made in ny
surrebuttal testinony. |In order to provide a range of
rates that woul d provide net present value benefits to
customers, Wtness Lunde ran a break-even anal ysis that
showed at what coupon rate securitization wuld still

provi de net present value benefits to custoners relative
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to the two customary nethods of recovery.

What that showed was that even with the kind
of conservative nunbers that were used in our
surrebuttal, which was a 4-1/2 percent coupon rate, that
we still had another couple percentage points of rate
I ncrease that would show that securitization is still
the better net present value benefit option for
custoners. Gven that we've renoved 50 mllion fromthe
request in the settlenment agreement, we would actually
create additional coupon sensitivity range where
securitization would still be shown that net present
val ue benefits. Running the range of scenarios wasn't
exactly the nost efficient analysis to run. Show ng at
what | evel those things would be equal and at what
coupon you could wi thstand securitization and still have
net present value benefits was the analysis that we had
Wtness Lunde run and showed that securitization up to
very high coupon levels was still the best nmethod of
recovery.

Q So based upon what you just said, even though
i nterest rates have increased and coul d increase again,
you still believe that there is no need to provide any
additional sensitivity analysis; is that correct?

A Correct. The break-even analysis that Wtness

Lunde runs shows the entire range of coupons, the entire
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sensitivity. As long as we're below that threshold,

securitization will produce net present value benefits
and | believe interest rates will stay bel ow that |evel
bet ween now and the tine we would issue it.

Q Thank you. In Schedule JOH1 -- Do you have
t hat ?

A | do.

Q -- you estimate up-front financing costs to be
approximately 6.6 mllion, which includes 300,000 for
Comm ssion advisors; is that correct?

A That is correct.

Q Does this -- Does Evergy plan to update this
amount to reflect all of the Conm ssion advisors?

A This is one of the set of schedules that wll
be updated through the issuance advice letter process.
So after a financing order is issued, we will go through
updating the issuance advice letter right up until
actual issuing of the securitized utility tariff bonds.
And so these nunbers woul d be updated with actuals
t hroughout that process.

Q At what point are they finalized?

A The issuance advice letter is submtted to the
Comm ssion within five days or less of the financing
being done. We've had some discussion on naeking sure

that [anguage is pristine in the proposed financing
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order, but that's updated right up until we actually go

and issue the bonds and provide the final 1AL to the
Commi ssi on.

JUDGE CLARK: Thank you. | don't have any
ot her questions at this time for you, M. Hunphrey.

Any recross based upon Conmm ssion questions?
Seeing none. Any redirect?

MS. WH PPLE: None.

JUDGE CLARK: Thank you. You may step down.

THE WTNESS: Thank you

(Wtness excused.)

JUDGE CLARK: It is 10:07, whichis alittle
earlier than | had planned to break, but | think | am
going to go ahead and take a short recess at this tine.
Wy don't we all cone back about 10:25 and that's just
given that | think M. Lunde's testinony may go a little
bit longer. So let's recess until 10:25 and we are off
the record.

(Recess 10:07 a.m wuntil 10:26 a.m)

JUDGE CLARK: (Ckay. Let's go back on the
record. M. Keevil asked me off the record if | knew
how we were going to proceed in regard to dismssing
W tnesses today in light of the filed stipulation. What
|"'mgoing to say at this point is | think the parties

shoul d be prepared to fully litigate their case and it's
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my intention to nmove forward with the wtnesses as

l'isted.

Wth that in mnd, Evergy, you may call your
next w tness.

MR ZOBRI ST: Evergy calls Steffen Lunde.

JUDGE CLARK: M. Lunde, would you raise your
right hand to be sworn.

Do you solemly swear or affirmthat the
testinony you' re about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy.

MR, ZOBRI ST: Thank you, Judge.

Ther ef or e:
STEFFEN LUNDE,

having been first duly sworn, was examned and testified
as foll ows:

DI RECT EXAM NATI ON
BY MR ZOBRI ST:
Pl ease state your nane.
Steffen Lunde.
Spel | your |ast nane.
L-u-n-d-e.

By whom are you enpl oyed?

> O > O >» O

Citigroup G obal Markets Inc.
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JUDGE CLARK: M. Lunde, can you please speak

into the mke.

THE WTNESS: |Is that better?

JUDGE CLARK: You're going to want to nove it
close to your nmouth. It really doesn't pick up unless
you' re pretty close.

THE WTNESS: So the answer was Citigroup
d obal Markets Inc.

BY MR ZOBRI ST

Q And what is your position with Gtigroup?

A | ama Director in the Securitized Markets
Di vi si on

Q Did you cause to be prepared in this
proceedi ng direct exam nation marked as Exhibit 13 and
surrebuttal testinmony exam nation marked as Exhibit 147?

A | did.

Q And am | correct that there are not any
confidential provisions within those exhibits?

A There's no confidential provisions, yeah.

Q Do you have any corrections or changes to
Exhibit 13 or Exhibit 14?

A | do not.

Q If | were to ask you the questions set forth
In those two exhibits, would your answers be as
contained in Exhibits 13 and 14?
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They woul d.

Are they true and correct?
They are.

Were they given under oath?

> O > O »F

Yes.
MR ZOBRI ST:  Your Honor, at this tinme | nove
the adm ssion of Exhibit 13, the direct exam nation of
Steffen Lunde, and Exhibit 14, the surrebuttal testinony
of Steffen Lunde.

JUDGE CLARK: Any objections to admtting
Exhibits 13 and 14 onto the hearing record? Exhibits 13
and 14 are admtted onto the hearing record.

( COVPANY EXHI BI TS 13 AND 14 WERE RECEI VED | NTO
EVI DENCE AND MADE A PART OF TH S RECCORD.)

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

JUDGE CLARK: Any cross-exam nation from
Vel vet Tech?

MS. BELL: No questions, Your Honor.

THE STENOGRAPHER: Judge --

JUDGE CLARK: Can we go off the record for a
monent .
(Of the record.)
JUDGE CLARK: Let's go back on the record.

Any cross-exam nation from Vel vet Tech?
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MS. BELL: No, Your Honor.

JUDGE CLARK: Any cross-examnination from
Nucor ?

MR, ELLINGER: None, Judge.

JUDGE CLARK: Any cross-exam nation from MECG?

MR OPITZ. No, thank you, Your Honor.

JUDGE CLARK: Any cross-exam nation fromthe
Commi ssion Staff?

MR, KEEVIL: Very briefly, Judge.

CROSS- EXAM NATI ON
BY MR KEEVI L:

Q Good norning, M. Lunde. How much have your
Interest rate expectations changed since your direct
testinony?

A Wel |, when we prepared the testinony back in
the early parts of this year, interest rates |level were
at a certain level. In ny surrebuttal, | think we
updat ed t hose expectations. Mybe |'lIl el aborate a
little bit on these interest rates, because | think
that's going to cone up.

There has been rate hikes fromthe fed, and a
| ot of people assune that a 75 basis points rate hike
means that all rates go up by 75 basis points, and that
Is not the case. |It's the short end of the tenor

spectrumthat goes up. So when the fed raises rates, it
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doesn't mean that a 30-year bond goes up by the same 75

basis points. That's the first point.

The second point is that the market has
expectations at all times. And when the rate goes up by
75 basis points and affect decision, people have
expected that there will be changes and they nmay, in
fact, have expected that it was 100 basis points in
which case it's actually viewed as a positive event that
it was only 75 basis points.

And in between ny original exhibit with
Interest rates and ny surrebuttal exhibit, follow ng the
second one, interest rates have actually cone down quite
a bit. So conpared to that exhibit that was stated in
early July, | think interest rates right now on average
I's about 35, 40 basis points |ower than what | showed
back then.

But to your question, interest rates wll
move. Nobody can predict what they earn. | think
W tness Hunphrey stated that we have prepared a
break-even analysis and | think really that is the way
to think about it. This is the maxi num anount of coupon
you can have on these bonds and still conply with the
statutory requirements on the MPV test.

Q You may have just answered this next question.

How woul d you project the interest rate to change
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bet ween now and the proposed date of issuance of these

bonds?

A | would prefer not to because | couldn't.

Q Let me ask, woul d your break -- You nentioned
the break-even analysis there. Wuld your break-even
anal ysis change if you used Staff's estimate of carrying
costs of 5.06 percent? Wen | say 5 point, |'mnot
referring to the stipulation here. This is going back
to the testinony.

A Using a different discount rate, is that what
you' re proposing?

Q D fferent carrying cost percentage.

A |f you use a different carrying cost, the bond
amount issued would be lower; is that right?

Q Coul d be, | suppose. Wuld it have to?

A Well, you're tal king about the carrying costs
between the Wnter Storm Uri occurrence and the actua
I ssuance of the bonds.

Q R ght.

A A different interest rate for the carrying
costs woul d i npact the amount of bonds issued and that
woul d in turn also inpact the break-even point. | think
my question is whether or not the break-even would go up
or down is a function of whether that carrying cost

woul d be hi gher or [ower than what was originally
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contenplated by the filing.

Q Do you renenber -- This may be confidenti al
If it is, | don't.

A | don't remember. | think actually -- | think
It was at the 8.9 in the original filing. So a |ower
carrying cost would nmean a | ower securitizable amount
and therefore the break-even coupon woul d be higher.

Q In your surrebuttal testinony the termof --
wish | had that in front of me -- the termof the FAC
met hod you show as a 21-year termunder the break-even
analysis. Wiy did you use 21 years instead of 207

A | used that because that cane from Wtness
Kl ote's testinony.

Q Let's see here. Hopefully this never happens
at least in Mssouri, but how would the capital markets
react to the issuance advice letter being rejected or
di sapproved?

A Let me -- | don't think that has ever happened
In arate reduction utility securitization bond
transaction and | think it would be very unfortunate for
all parties involved, the utility, the banks, the
underwriters, and then probably nost inportantly for the
state of Mssouri, because | think any future attenpts
to do a securitization would be inpacted negatively.

Q Wio pays for the cost of the securitization,

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

) _ ) Page 115
i f you know? Is it 100 percent paid for by ratepayers

or do any fees or expenses get paid directly to the
utility?

A Vell, the securitization utility tariff
charges is aline itemon the bill and therefore paid by
t he ratepayers.

Q Paid by the ratepayers. Gkay. oing back to
my question about the nuclear option of rejecting of the
I ssuance advice letter. |f the Commssion Staff's
participation and review of interimelenents such as
structuring and marketing and pricing help to reduce the
risk of the issuance advice letter being rejected or
di sapproved by the Comm ssion, would that help reduce
i nvestor risk -- investor view of the risk of the
marketability of the bonds?

A Two points. The first point | want to make
sure is clear is that the issuance advice letter is
delivered to the Comm ssion sonetimes actually on the
day of pricing but certainly no |ater than the day
followng pricing. | want to make that clear. | think
the second point to your specific question, | don't
think the investor community thinks about the risk of
rejection of the issuance advice |letter and therefore,
you know, essentially a termnation of the transaction.

| think everybody anticipates that this is
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going to go forward as it has been the case for $60, $70

billion of deals in the past. | think it's nore a
reaction if there ever was a scenario where it was
rej ected where you woul d see investor concerns about
future deal s.

Q Wul d you agree that you would -- it woul d
certainly be preferable to take whatever steps necessary
to reduce the likelihood of the issuance advice letter
being rejected?

A Yes.

MR KEEVIL: | think that's all | have for
M. Lunde. Thank you.
THE WTNESS: Thank you
JUDGE CLARK: Any cross from Public Counsel ?
MS. VanGERPEN. No, thank you, Your Honor.
JUDGE CLARK:  Any Conm ssion questions?
COMWM SSI ONER HOLSMAN:  No questions at this
time, Judge.
JUDGE CLARK: Thank you, Conm ssioner Hol sman.
CHAI RVAN SI LVEY: No questions, Judge.
JUDGE CLARK: Thank you, Chairman. | do have
sone bench questions for you.
QUESTI ONS
BY JUDGE CLARK:

Q Can you explain to the Conm ssion the process
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to structure, market, and price bonds once the financing

order is approved?

A Sure. And there are many aspects going into
that. The first thing is to develop an offering
docunent, registration statement that is filed with the
SEC that outlines the transaction. The second part of
It is to engage wth rating agencies to go through the
process of getting ratings on the bonds that will be
I ssued.

The third step is really when you enter into
active engagenment with the investor community, and what
we typically do is we prepare an investor presentation
that in a summary formoutlines how the transaction is
going to work. W typically have the conpany do an
audi o recording for that presentation that is made
avai |l abl e through a website where people can go in and
see those pages and they can actually hear what the
presentation is all about. They can skip pages, go back
and forth.

But we also as part of that process engage
directly with investors. W have a sales force at Cti
that would reach out to all the investors that we have
in the register. And we woul d encourage these investors
to participate in calls, either one-on-one calls and/or

group calls with the company where the conpany can
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present the offering and the benefits of it. And that

Is really sort of leading us up to the point where we
start tal king about pricing with investors.

That is done in various steps. The first one
Is that when we go out to the market and announce t hat
we are planning on doing this transaction, we would
provide initial price talks this is what we think is a
good starting point for engaging the investors in this
transaction. We will start building up the book, i.e.,
getting orders in frominvestors.

Wien we get to a level where we are confident
that this transaction can nove forward, we wll announce
transaction, which really nmeans officially we are now
going forward with this transaction. At that point in
time we typically will provide what we call guidance,
which is another set of price nunbers. And usually when
| say pricing, |'mtalking about a spread over a
benchmar k.

We will continue hopefully building up the
book, the investor book. And once we hopefully
sufficiently oversubscribe that we can see that this
transaction can close, we may al so take the step of do a
test. And a test is a process whereby we may have
provi ded guidance at a spread of 100 basis points. But

If there's significant investor interest, we nay
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actually be able to say we think this deal can get done

at 90 and we will go out and test with the market
whet her there is sufficient interest to get this deal at
a |ower price than what we originally provided gui dance
at .

That's really the steps that we are going
through in order to deliver on one of the single nost
I mportant statutory requirenents here, i.e., getting the
| owest possible cost to the ratepayers. Did that
respond to your question?

Q It did. Wuld neetings to select underwiters
or other deal participants be a part of that process?

A That woul d be part of the process for the
conpany and, you know, they ultimately will be making
t he decisions about who will be the underwiters.

Q VWhat about rating agency presentations or
meetings?

A That is typically sonething that the | ead bank
woul d work together with the conpany on preparing.
Typically, and just for clarification, typically there's
one single bank that is doing nost of the heavy lifting,
putting together the presentations, working with the
| awyers, et cetera, et cetera. Wwen it cones tinme to
actually sell the bonds, you nmay supplenent that bank

with one or nore other banks that will help in actually
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selling the bonds.

Q Wul d that process also include regularly
schedul ed nmeetings or calls with the financing team or
wor ki ng group?

A It would be very, very usual for us to have
calls wth the conpany. And depending on the state,
there are different requirements with respect to what
i nvol vement the Conm ssion have. W certainly wel cone
the Conm ssion's involvenment. |f there's a
representative fromthe Conm ssion that want to be part
and listen to those, we have no problens with that.

Q Wul d that process also include distribution
of docunents, including indenture, servicing agreenent,
of fering docunent, purchase agreement, marketing
materials, and rating material s?

A | think that -- again |'m speaking broadly now
based on what | have seen in a nunber of different
states -- | think that the rating agency process is
typically something that is done by the conpany and its
| ead bank. | think when it comes to investor
interaction that is something that very often involves a
Comm ssi on representative.

Q So when you're tal king about when | asked you
to describe the process of structuring, marketing, and

pricing the bonds, you seened to indicate that a | ot of
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that involved interactions between the conpany and

sonebody el se but not necessarily -- this is not
necessarily part of the overall process; is that
correct?

A |'"mnot sure | totally follow

Q You seened to indicate that sone of these
activities took place between the conpany and other, |
hesitate to use the word parties.

MR KEEVIL: Entities.
JUDGE CLARK: Entities.
BY JUDGE CLARK:

Q Wul d you consider those activities to be part
of the process to structure and nmarket those bonds?

A | think so, but I'mnot a hundred percent sure
| follow your question. So | apol ogize.

Q \WWhat has been your experience in other simlar
securitization transactions with how the Conm ssion may
have the interest of the ratepayers represented during
the marketing, pricing, and structuring phases of the
bond i ssuance?

A It has been varied. There are certain states
where the commssion is relatively uninvolved. They
i ssue a financing order and then they are pretty hands
off until that issuance advice letter comes in. And

that's probably one end of the spectrum
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At the other end of the spectrumyou have

significant involvenent. And you know, California is an
exanpl e of that that has a very detailed set of
requirements with respect to what i s expected relative
to the comm ssion and representatives of the comm ssions
and their advisors, but | think it ranges and, you know,
each state has its own procedures.

Q Shoul d the Conmission require that a bond
advi sory body be established consisting of Evergy, the
Conmi ssion, the Mssouri PSC Staff, and any desi gnated
staff or consultant advisor to Evergy?

A It's probably not appropriate for me to, you
know, advise you on what you should be doing. | think
the legislation sort of lays out what the parameters are
for the role of the various different parties and maybe
"Il leave it at that.

Q So you don't have any opinion as to whether
t he Conm ssion should require a bond advisory teanf

A No.

Q Wil e Evergy has the responsibility regarding
structuring, marketing, and pricing the bonds, should
the Conm ssion order that input and advice from ot her
menbers -- well, scratch that. Should the Comm ssion
require that Evergy -- hold on just a nonent.

Shoul d the Conmi ssion require that Evergy and
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the underwiters and an independent financial advisor

deliver to the Comm ssion independent witten
certifications without material qualifications
confirmng what they have done has, in fact, resulted in
the | owest cost of funds and the | owest recovery charge
consistent with the market conditions at the time of
bond pricing?

A There are nultiple states where that is part
of the legislation and the requirements. W at Cti
have done that. | think that we have no objection to
doing that as long as it's done follow ng the customary
process procedures that we have seen in other states,
and, you know, there are always certain assunptions that
goes into those letters and that's very, very common.
And nost law firns that are involved wth this business
are very famliar with the standards that's going into
those letters.

Q Do you believe that's appropriate?

A | do.

Q VWhat conditions or requirenents are the
underwriters typically willing to certify?

A You know, we are working within the
constraints of a financing order and legislation. You
know, we as an extreme exanple we can say we woul d want

a longer tenor or shorter tenor, we would want to do
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this, we want to do that, but that nay not be possible

within the constraints of the financing order

| egi slation, and those are the kind of things that we
woul d say that is consistent, for instance, with the
requirenents of the legislation and the financing order.
That woul d be one exanpl e.

Q So you believe the underwiter would be able
to certify that?

A You know, assum ng that we are the
underwiter, | think we would, yeah.

Q Let's ook at this fromanother angle. Wat
conditions or requirenments would the underwiter not be
willing to certify?

A You know, |'mnot a |awer and | wll tell you
that at the end of the day any certificate |ike that
woul d be subject to review by both our in-house and
external |awyers. They probably could respond nuch
better to that question than | can. But | think, for
I nstance, if the expectation was that there woul d be
none of these assunptions that | referred to, | think
that would make it very difficult for Gti and | frankly
think it would be very difficult for any underwiter to
do that.

These certificates, just as a little bit of

background, they've been around for awhile and there is
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an approach that nost of the |awers that are invol ved

here understand and agree on. And | think that that
woul d be the expectation of Citi and | think of any
underwriter that it would follow that approach that we
have seen in many other states.

Q Thank you. What will be the paraneters of the
bonds establishing the terns and conditions of the bonds
including but not limted to repaynment schedul es,
expected interest rates, and financing costs?

A |'msorry. What was the first part?

Q \What are the paraneters.

A One, we have to make sure that we are
conplying with the requirements of the financing order
obviously. There are certain requirenents usually about
tenor. There's typically requirements that tal ks about,
and | think that's the case certainly in the proposed
financing order that it's substantially |evel annual
debt service paynents. So the first thing we've got to
make sure is that we conply with all of these things.

But in addition to that, we would be trying to
structure a transaction that we believe would be the
most appealing structure to the investor community such
that we can get the best possible rates for the
rat epayers.

Q Shoul d a procedure be established that allows
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or requires the Comm ssion Staff to audit the ongoing

financing costs post issuance of the bonds and that
woul d be inclusive of costs such as servicing fees,
return on invested capital, accounting fees, |egal fees,
rating agency surveillance fees, and indenture trustee
fees?

A Sone of that goes a little bit beyond ny
purview | think. [It's very, very inportant to enphasize
that the rating agencies are going to be | ooking at
something like that. And if there are elenents in the
financing order that would allow disall owance for sone
of these expenses, the question becones who's going to
be paying for it. And if there is no source of cash to
pay for these expenses, that means that the transaction
woul d be in trouble. So one of the key el ements of al
t hese discussions here is to nmake sure that we can get
this AAA rating on these bonds here, and I'mworried
that if you were to put limts or abilities for the
Comm ssion to disallow cost that has to get paid that it
woul d cause problens for that rating.

Q | don't think | indicated disallowng any
costs. | just asked if there should be a procedure
established that allows or requires the Conm ssion Staff
to audit the ongoing financing costs.

A |'mnot sure | see any issues with that.

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

_ _ Page 127
Q The proposed financing order allows for the

I ssuance of securitization bonds and one or nore series
with a financing order to be established at the issuance
of each series of bonds. In your testinony you state
that you expect the bonds to be issued in two or three
tranches to target specific investors but you do not
provide a simlar expectation that the bonds woul d be
issued in nultiple series. 1Is there a potential that

mul tiple series of bonds will be issued?

A It would certainly not be our base case
expectation. | think when we prepare these financing
orders, you know, we are sitting here today talking
about it and eventually that presunably will be a
financing order. But once you have that financing
order, it's alnost inpossible to deviate fromthat. So
what we try to do is to appropriately so have
flexibilities to address market disruptions. It could
be that -- This is not the largest transaction that has
ever been done, but it could be that for whatever reason
we decide that doing the full $307 million is not
advi sable at this point in time so we're going to do
150. That is possible. | don't think that's an
expectation we have at this point in time, but we do
like to have that flexibility, because at the end of the

day everybody is trying to make sure we get the best
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possi bl e deal for the ratepayers and that flexibility

coul d be an el enent of achieving that objective.

Q Wuld it be incorrect for me to say that your
answer is that you don't at this point foresee multiple
series but that coul d happen?

A It coul d.

Q Under what circunstances woul d the Conpany
need to issue nore than one series?

A It would be if for whatever reason we coul d
not place the full anmount of bonds at the pricing we
woul d I'i ke to do.

Q Wul d that require the subm ssion of an
I ssuance advice letter for each series?

A | believe the way it works, and |I'mno | awyer,
but | believe the way it works is that for each issuance
that woul d be a separate process. So if we do two
series at different times, there would be issuance
advice letters for each of those series.

Q Now, if nultiple series are possible, would
there be increased costs fromthe issuance of bonds at
different tines in nore than one series?

A There coul d be, yes.

Q Under what circunstances?

A Some of the costs up front and ongoing are

sort of driven by volunes, others are fixed in nature.
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But if you have two separate series, you probably need

two separate ratings. And it's possible that that coul d
end up in increnental rating agency fees as one exanpl e.
There's | egal expenses associated with these
transactions. Wiile a second series presumably woul d be
| argely a copy or clone of the first series, you still
woul d have to prepare additional docunents and what have
you. There could be incremental expenses. And | think
these are all considerations that we woul d take into
account if we against all expectations were to consider
doing a second series. | don't think this is very
l'ikely.

Q |f that did occur, how would those costs be
recovered?

A Through the securitization.

Q So it would affect the pricing?

A It would affect the securitization utility
tariff charges. ldeally if we were to do two
transactions, it is probably because we believe that
doing the full anmount in one deal would raise the price
the coupon of the bonds and that it would be advisable
to do a second series and we would do that because
taking into account all the factors, coupons,

I ncremental costs, that we think that would be a better

result for the ratepayer

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

) ) . Page 130
Again, | just want to make one thing clear. |

think that |anguage exists in pretty nuch every
financing order |1've done. | can't remenber a scenario
where a second series was issued unless it was because
I ncrenental securitizable cost showed up. There has
been a couple of cases like that. But it is very
unlikely that this would happen. | think, as | started
out saying, | think we do that because we want to make
sure that there is some flexibility to achieve the
obj ectives of the statute.

Q Thank you. Now, in your testinony you
I ndi cated that you had structured a schedul ed final
paynent date for securitization bonds around 15 years
after the closing wth a legal final maturity date
around 17 years after closing and that's subject to
change based on market conditions at the time of
| ssuance.

Al'so in your testinmony you indicate that the
reason for the legal maturity date is to allow a period
of time which securitization charges can be allocated to
make up for any shortfall in collections during the 15
years before the schedul ed final paynent date. Can you
explain the consequences if the securitization bonds are
not fully paid by the legal final maturity date?

A That's a default. Let ne elaborate. In your
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exanpl e of 15 and 17 years, if the bonds are not fully

paid after 15 years, that is not a default in and of
itself. You have the ability to defer principa
paynments, but you can only do that up to the legal final
maturity date. |If you don't pay back the bonds in full
by that date, it becomes a default.

So the reason why we have that two-year period
Is to -- if the unexpected happens that we go beyond the
schedul ed maturity, we can through the true-ups, and
there are increased true-ups allowed at that point in
time, we can make sure that we don't end up in a default
scenario.

Q Shoul d a financing order be nore explicit in
requiring the Conpany to seek, bill, and collect the
securitized utility tariff charges as a servicer on
behal f of the bankruptcy renote special purpose issuer
until the securitization bonds issued pursuant to the
financing order are paid in full and all ongoing
financing costs of the bonds have been recovered in
full?

A |'msorry. That was a | ong sentence.

Q Allow me to shorten it alittle bit. It is a
| ong sentence. Should the financing order be nore
explicit in requiring the Conpany to seek, bill, and

collect the securitized utility tariff charges as a
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servicer until the securitization bonds have been paid

in full or ongoing financing costs of the bonds have
been recovered?

A | think the financing order is pretty specific
that Evergy is obligated to act as servicer of this
transaction. There are certain scenarios where there
could be a replacenent servicer. It could be that
Evergy defaults in its obligation under the servicing
agreement. That's very unlikely but it's possible. It
coul d be that sonebody el se cones in and assunes the
delivery of electric services in that service territory.
| think the financing order is very explicit that this
new service provider will be obligated to collect and
bill and pay over to the trustee account al
securitization utility tariff charges that woul d be
comng in. So |l think it's pretty specific and
certainly is consistent with other financing orders that
has gone through both the process wth the rating
agenci es and investors.

Q It sounds |ike your answer is as to Evergy's
proposed order you believe that it is explicit in
regards to that?

A | think so.

Q Do you believe that any Conm ssion order, if

t he Conmi ssion issues a financing order, should be
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explicit as to that?

A | think that the financing order as we
proposed it, | think we are feeling confortable with it.

Q Do you have the financing order with you?

A | do.

Q The proposed one. Wuld you turn to page 38.

A Just to nmake sure that | have the right page,
Is that the one that starts with No. 69 at the top?

Q Yes. And actually that's where |'m going.
Paragraph 69 provides that the Conm ssion, or its
designated representative, may require a certificate
fromthe Conpany for which the Conpany wll rely on a
certificate fromeach book witing underwiter
confirmng that the structuring, marketing, and pricing
of the securitization bonds resulted in the |owest
securitized utility tariff charges consistent with the
mar ket conditions and the terns of the financing order.
So have these certificates been delivered in other
utility securitizations?

A They have.

Q VWhat information or statenents would the book
writing underwiters provide so that the Conpany can
make such a certification?

A W would -- In other states we have provided a

certificate that says subject to, you know, certain
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assunptions and caveats that the transaction to the best

of our know edge woul d be consistent with the | owest
possible price subject to. | think that usually talks
about the market conditions and the ternms of the
financing order. So that's pretty standard | anguage.

Q Shoul d the financing order include a form of
underwriter certification together with the formof the
I ssuance advice letter?

A | think that would be pretty unusual and |
don't think |I've seen that in any other transaction to
be honest with you, and | will give you -- sonetines
It's better to give you a reason. Typically these
underwiting certificates will lay out what actually has
been done to achieve the statutory objective. And we
don't necessarily know that at this point intime. W
wi |l know that as we go through the process. W wl|
say that in this particular transaction to achieve the
statutory objective we have prepared investor
presentations. W may have arranged for group calls or
one-on-one calls. There are differences in the process
bet ween al nost every single transaction, and what we try
to do in these certificates is lay out what did we
actually do to achieve these statutory objectives and |
think it's very hard to identify these at this point in

time.
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Q In the absence of a specified form howis the

| anguage of the certification agreed to between the
Conpany and the underwiters?

A Usual |y fromthe Conpany's perspective they
probably would Iike to see something that is al nost a
back to back that whatever they represent is what the
underwriters represent to them There are a great deal
of overlaps between the two, but there are certain
things that we the underwiters are not, one,
responsi bl e for and, two, making decisions on. So we
are not -- For instance, as an exanple, we're not saying
that this is a 15-year deal. That is input that is
provided to us by the Conpany in the financing order.

So there are decisions that the Conpany may nake that we
execute upon, but it's not at the end of the day our
deci si on.

Q Can you wal k me through that process just a
little bit. So the underwiter submts certifications
to the Conpany and the Conpany submts those to the
Conm ssi on?

A | think the, if I'mnot m staken, |egislation
says that the Conpany submits a certificate to the
Commission. | think it also says based on what you just
quoted that it nay be based on a certificate that the

Conpany receives fromthe underwiters. And that
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certificate fromthe underwiters will to a large extent
be simlar to what the Conpany provides to the
Commi ssion. But there may be differences and those
differences are driven by the fact that there may be
things that we the underwiters are not the decision
maker on.
You know, we are taking instructions fromthe

Conpany to do X, Y, and Z. In the extrene, you know,
whil e we make reconmendations to the Conpany, when it
cones time to, | went through the different pricing
steps, initial price talks, guidance, testing, we make
recommendations to the Conpany and we say this is what,
you know, we think nakes sense to do but we are not
maki ng the decision to do this because it's not us
that's issuing the bonds.

Q Now, you touched a little bit on this earlier.
The proposed financing order indicates that the
Conmi ssion or its designated representatives may
participate with the Conpany in discussions regarding
the structuring and pricing of the bonds and provide
I nput to the Conpany and col |l aborate with Evergy in al
facets of the process undertaken by Evergy. Wuld that
participation include nmeetings to select underwiters
and ot her deal participants?

A | don't know, to be honest with you. W are
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not selecting the underwiters obviously. | don't know

what the arrangenents between Evergy and the Conm ssion
will be with respect to that. M understanding, again
|"mno |awyer, but just reading the legislation | think
that it says that input can be provided by the

Comm ssion but the decision ultimately is the Conpany's.
Again, |'mno |awer so what do | know.

Q Do you know if that participation would
I ncl ude being present at rating agency presentations or
meet i ngs?

A W will do what we are asked to do. | think,
and | nmentioned, you know, in other states that woul d be
unusual for that to be the case but.

Q Wiy do you think that woul d be unusual ?

A Because at the end of the day the sponsor and
I ssuer of the transaction is the Conpany. And they are
the ones that are in discussions with the rating
agenci es maki ng statenments that the rating agencies rely
on to get to that rating. And | don't think that a
third party can be part of that process. | think it's,
you know, if the Conmi ssion's representative started
maki ng comments around, you know, certain deal elenents,
| don't think that that would be good for the Comm ssion
nor for the Conpany.

Q Do you believe it would be appropriate for the
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desi gnated representative to be included on regul ar

schedul ed neetings or calls of the working group?

A Yeah, we have done that in other states.

Q Shoul d the | egal representative or designated
representative, I'msorry, be included on docunent
distribution, including indenture, servicing agreenent,
the offering docunent, the purchase agreenent, and
marketing materials and rating material s?

A Again, it's ultimately not our decision from
Ctigroup to opine on this, but there has been states
where that was the case and there has been states where
that was not the case. | think marketing materials is
probably the one thing that | will point out. | think,
you know, again the issuer and sponsor of the
transaction and the party that's legally responsible for
statements and representations nmade in the various
different marketing materials is the Conpany. And |
think it would be a strange outconme if the Comm ssion
went in and said we think you should say this instead of
that because ultinately they're not responsible for it.

Q Thank you. Wile the termand coupon rate of
the securitization bonds will be determned at the tine
of pricing, should the financing order specify what the
final legal maturity date of the bonds be as no |ater

than a date certain?
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A It could. It could. And there probably has

been cases where that was the case, yeah. | think

I deal |y again there would be some flexibility to put in
place the deal that at that time serves the ratepayers
t he best.

Q Based upon the Conpany's proposed structure,
at what interest rate for securitization bonds are the
savi ngs conpared to conventional financing elimnated?

A | think that's that break-even analysis that
we have provided, and | think that, actually | have the
nunbers in front of me, but | think my recollection is
that on the fuel adjustnent clause it's at 7 percent and
| think it's, | forget exactly what the nunber is, 9
percent | believe for the AAO

Q Can you turn to the financing order at page
37, No. 62, paragraph 62.

A Yeah.

Q Now, there's a provision Cl4 nonstandard
true-up provisions. Wuld you explain that, please?

MR ZOBRI ST: Judge, |I'msorry, | mssed that
page nunber. Could you repeat that, please?

JUDGE CLARK: Page 37 of the financing order.

THE WTNESS: And what clause? 63 you said?

JUDGE CLARK: | think I'mwong on that.

Schedul e SL-2 of your direct testimony. |'msorry. Can
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you go to Schedule SL-2 of your direct testinony?

MR ZOBRIST: |Is it the page bel ow Schedul e
SL-2 that you're speaking of, Judge?

JUDGE CLARK: It may take nme a second to find
it. 1'mspeaking of provision Cl4, nonstandard true-up
provi si ons.

MR ZOBRIST: | see that. 67 bel ow?

JUDGE CLARK: 1'mgoing to be relying on you
inregard to whether that's correct. | don't have it in
front of me. |Is that correct?

THE WTNESS: Yes. A nonstandard true-up is
sonething that is very unlikely to be utilized in a
transaction like that. | know there has been
di scussions around al |l ocations of the securitization
charges. If, you know, five years down the road Evergy
thinks that the allocation nmethodology is no | onger
appropriate for reasons that nobody had expected, a
nonstandard true-up would allow themto cone back to the
Conmi ssi on and propose an alternative and at that point
intime the Conmssion reviewit and will nake its
deci si on.

It's a true-up nmechanismthat is different and
distinct fromthe others. The others are set up to be
fairly admnistrative in nature, because that's what the

rating agencies will require.

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

Page 141
|f a nonstandard true-up request was to be

rej ected by the Comm ssion, you would literally just
have to continue with the original set-up. So again
it's -- The laws are set out up front for a deal that's
going to last 15 years. So it's a nechanismthat woul d
al | ow people in circunstances that cannot be foreseen to
make changes, but it's sonmething that would be subject
to Conmi ssion review and sign-off at that time. And |
don't believe |I've seen circunstances where that was
used.

BY JUDGE CLARK:

Q So it would allow for a change in the
met hodol ogy?

A It could.

Q Do you know what that methodol ogy is?

A No, because | think there's no expectations at
this point to use this provision. It's only there if
sonet hi ng unexpected were to happen.

Q Wuld it just change the allocation among the
classes or would it change how the charge is cal cul at ed
inits entirety?

A | think it could be alnobst anything. It could
be not just relating to allocations. Again, it's a way
for people post closing to make changes but everybody

has to agree to it. And you know, obviously the rating
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agenci es woul d be very interested in something |ike

that, pay a lot of attention to that. |[It's not
sonet hing that anybody expect at this point intinme to
use.

Q Is this provision typically used in
securitization financing orders?

A It's typically in the financing orders, yes.
It's not used going forward.

Q But it's typically in these financing orders?

A Yes, yes.

Q Have you ever seen an order that it's not in?

A Not to ny recollection, no. Again, | think
It's inportant to point out that it's actually -- it's a
feature that is there for the benefit of | think all
parties because you all have to agree to it. So if the
Conpany proposes sonet hing and the Conm ssion says no, |
don't think that's a good idea, you actually have the
ability to say no.

Q Can you give nme an exanple of a situation
where this provision mght come into play?

A Aside fromthe one | mentioned where for sone
reason the allocation nethodol ogy agreed to day one
turns out to have unintended consequences, | can't
really think of anything.

Q That's the only situation you can think of --
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A. That's the only one I can think of at this

poi nt, yeah.

THE STENOGRAPHER: |'msorry. Could you
repeat that again?

JUDGE CLARK: I'msorry. W tal ked over each
other. | asked if that was the only situation he could
think of in which that provision would apply.

BY JUDGE CLARK:

Q Can you turn to Schedule SL-4, which is your
table, and this is in your surrebuttal.

A Yep.

Q And | know you' ve touched on the break-even a
little bit analysis, but you included a break-even
anal ysis for the net present value cal cul ations
conparing securitization to both the FAC and the
accounting authority order method. Wuld you please
explain to the Comm ssion the results of that analysis,
and | know you've touched on it briefly.

A Yes. The starting point for this analysis is
the analysis that Wtness Klote prepared for the NPV
calculations. And what we did was essentially to -- You
can see in the first two colums we're conparing
securitization to the FAC nethod and then the next two
securitization to the AAO nethod. Wat we were doing is

we were seeing how nuch can we increase the coupon on
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the bonds until we get to the point where the NPV

benefits of the securitization is zero. And you can see
for the first one it's the 6.99 percent and you can see
that that provides sone NPV of 322, which is the sane
thing as is the case for the fuel adjustment clause.
That's literally what we did.

Q Can you say those words again, please?

A Yes. So we changed -- You can see the fourth
i ne where we say maxi num wei ghted average coupon for
the securitization at the 6.9 percent. W increased
that rate to the break-even point where the net present
val ue benefits of the securitization no |onger exists.

Q Let nme ask you what's the maxi mum coupon rate
that woul d be allowed for securitization to break even
with the FAC?

A 6.9.

Q |'s that the sane for the AAQ?

A It's the 9.7. It's a different nunber.

Q VWhat happens if the bonds are issued at those
break-even rates followed by a decline in interest
rates?

A Let me try to parcel that into two pieces.
Hypothetically we need to show NPV benefits. So if we
get to that break-even point, there's no NPV benefits

left. So we could no |onger provide that issuance
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advice letter. The Conpany coul d not make t hat

representation that there is an NPV benefit and you
could not do this transaction.

Q | think ny question was if the bonds were
I ssued at the break-even rate. So this is assumng that
that's already happened that the bonds are out there at
the break-even interest rate and there's a subsequent
decline in interest rates. Wat woul d happen at that
poi nt ?

A You know, these bonds are non-callable. You
cannot pay themoff prior to the | egal schedule and the
anortization schedule that's put in place with these
bonds.

THE STENOGRAPHER: |'msorry. Can you repeat
t hat .

THE WTNESS: | said these bonds cannot be
called. In other words, they cannot be voluntarily
redeemed ahead of the anortization schedule that's laid
out in the docunentation. So unlike perhaps a corporate
bond where you can issue a bond today at 5 percent and
there may be call provisions enbedded in the
docunentation that says that you can redeemthem after
five years at par and you could refinance it and maybe
sell bonds at 3 percent, that is not a feature in these

transactions and has not been a feature in any of the
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prior bonds sold in this market that |'maware of.
BY JUDGE CLARK:
Q If that were to happen, woul d custoners be

| ocked into the higher interest rate?

A People -- Once the deal has priced and
assum ng that the Comm ssion does not issue a no-go
letter, the bonds will be closed and ratepayers are
| ocked into these utility tariff charges for the life of
t he deal .

Q Even if the rates decline?

A Even if the rates decline or if the rates
I ncrease.

Q How woul d the results of your break-even
anal ysis be inpacted if the discount rate was the 5.06
percent that Staff proposed?

A You know, we can certainly prepare that and
get back to you, but | would prefer not to venture a
guess as to what woul d happen here because there's a
nunber of variables that goes into these cal cul ations.

Q Does Citibank act as an underwriter in simlar
transactions?

A Yes.

Q Now, the petition proposes for the bonds to be
issued wth a termof 15 years and as we said a | ega

maturity date of 17 years. Wiat level of flexibility is
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bei ng proposed around the termof the bonds in the

financing order -- in Evergy's proposed financing order
i ncluded in your direct?

A | believe that, and I'mnot 100 percent sure
to be honest with you.

Q If you need time to | ook, that's fine.

A | believe that the 15 years are proposed in
there but I'mnot 100 percent sure.

Q You don't know of fhand what the |evel of
flexibility is?

A | don't, no.

Q I's or could there be a request to have a
greater than 17-year legal naturity date?

A From t he Conpany?

Q Yes.

A Again, | don't know. | don't know if that
flexibility is enbedded in this financing order, so |
don't know.

Q Once you' ve determned there's a 15-year rate,
how do you determne the 17-year naturity rate? Wy 17
years?

A It's a market convention that rating agencies
and investors have seen. Sonetines it's tw years as is
the case proposed here. Sonetinmes it's slightly |ess

than that. But the intent is for there to be a
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sufficiently long period of tine between schedul ed

maturity and the legal final maturity so that one has
time to inplement true-ups and collect the |ast
remai ni ng anount outstanding prior to the |egal
maturity

Q Do you base that determ nation on data or is
It just kind of we think three years is appropriate?

A You know, it should never take two years is
the real answer to that, because once you go beyond the
schedul ed maturity there will be a true-up and the
true-up will intend to pay off the remaining anount
wthin a quarter. Again, in order to give rating
agencies and investors confort, we have added an
additional period of time beyond that. And again, you
know, the financial markets oftentines are driven by
precedents. People have seen certain things in the past
and are confortable with it. And in order to get you
t he best possible execution, we are trying to make sure
we don't stray froma proven path that has worked in the
past. So the two years is something that has been in
many cases, including recent deals, and is what we woul d
strongly recommend to do here as well.

Q You believe two years is what investors
expect ?

A And rating agencies.
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Q | want to go back for a second to the -- If

multiple series are issued or need to be issued. Have
you included the net present value analysis? |If they're
I ncreased costs due to the issuing of nultiple series,
have you included that analysis in your net present

val ue anal ysi s?

A | did not do a net present value analysis. |
just did the break-even. | think the answer is that it
was not included in the net present val ue cal cul ation.

Q But you did include it in the break-even
anal ysi s?

A No, no, | did not, and | enphasize the point
that it is very unlikely that we would be using this
feature.

JUDGE CLARK: Thank you. Those are all the
questions | have at this time. |s there any recross
based upon bench questions?

|'msorry? Yes, | can go through. That woul d
be -- Any recross from Vel vet?

MS. BELL: No, Your Honor.

JUDGE CLARK: Any recross from Nucor?

MR, ELLINGER: No, Judge.

JUDGE CLARK: Any recross from MECG?

MR OPITZ. No, thank you, Judge.

JUDGE CLARK: Any recross from Staff?
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MR KEEVIL: Very briefly. Very briefly,
Judge.
RECROSS- EXAM NATI ON

BY MR KEEVIL:

Q M. Lunde, the Judge asked you severa
questions about the underwiting -- underwiter
selection process. I'd like to followup just a little

bit there. You said that Gtigroup acts as an
underwriter, correct?

A Yes.

Q Coul d you briefly explain basically the
underwriter selection process itself in a transaction
such as this?

A | think ultimately, you know, the Conpany
usual 'y makes that decision who they would like to do.
| imagine that they do that on the basis of who has
experi ence, who has a track record, and who is best
positioned to deliver on the statutory objectives at the
| owest possi bl e cost.

Q Do they put out bids or seek responses from
various underwriters?

A Someti mes people do that, yeah

Q Wul d you say that's common?

A It's done in some states and in others not.

It varies.
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Q Has Citigroup been selected as the underwiter

for this transaction?

A At this point in tine, no.

Q Do you expect Evergy or has Evergy given you
any indication as to what process they intend to use in
this transaction to select an underwiter?

A We obviously -- One, we believe that we are
very, very qualified. W have a dom nant market share
at this point intime. W have closed this year nore
than | think about $10 billion of these type bonds,
which is -- as the | ead bank, as the |ead bank | shoul d
say, which is significantly nore than any other bank has
done. So we have | think a very strong track record in
this business. And | think that that is one of the
reasons why we are hired as the advisor here. The
process is a continuumin the sense that, you know, we
have now been involved with the Conpany in this process
here for a nunber of nonths. And this will presumably
continue for a period of tinme. And once we get to the
execution stage of this, we will actually have
accumul ated quite a bit of know edge about this
transaction, the Conpany, the legislation, the financing
order that is probably going to be a very inportant
feature when it comes time to actually neet with rating

agencies, nmeet with investors that you have t hat
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history. So | think in short I think that, one, our

record is very strong and then, two, this process is
actually giving us a lot of insight to how best place
t hese bonds.

Q But has Evergy given you any indication?

A No, they have not.

Q Whether it's Citigroup or whoever, wll the
underwriter have any fiduciary responsibility to Evergy
M ssouri West or to the ratepayers of Evergy M ssour
Vst ?

A No.

Q Does the underwiter have a fiduciary
responsibility to anyone or any entity?

A | actually don't believe so, but we can
confirmthat with our in-house |awers and get back to
you on that.

MR KEEVIL: | think that's all | have. Thank
you.

JUDGE CLARK: Any recross fromthe Public
Counsel ?

MS. VanGERPEN. No, thank you, Your Honor.

JUDGE CLARK: Any redirect fromthe Conpany?

MR, ZOBRI ST: Just briefly, Judge.

REDI RECT EXAM NATI ON

BY MR ZOBRI ST:
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Q M. Lunde, is it fair to say that it is the

M ssouri securitization statute that determ nes the
rul es regarding the Public Service Conmi ssion's

desi gnated representatives and advisors in a detailed
manner ?

A | believe that's correct, yeah. | think that
as part of the legal process, and again |I'mno | awer --
JUDGE CLARK: Can you speak into the

m cr ophone, pl ease.

THE WTNESS: Yeah, I'msorry. | said as part
of the legal process, certain opinions will be required
and one is that this transaction is done consistent with
the statutes. And | think that -- | think the statute
says exactly what you said.

BY MR ZOBRI ST:

Q And it gives specific roles as far as the
authority of what the Conpany can do conpared with what
the Conmi ssion and its advisors are enpowered to do and
how t hey shoul d act?

A Yeah, correct.

Q The Judge asked you early in his questions
about interest rates. And you quoted your surrebuttal
and 1"'mnot sure if you quoted a coupon rate in your
Schedul e SL-4 that was presuned. And | believe the

nunber is 4.50 percent, but | wanted to confirmthat
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with you and on the record.

A You're tal king about the break-even anal ysis?

Q Correct. Schedule SL-4 to your surrebuttal

A Yes. So in the break-even analysis, the 4.5
percent is no longer relevant. Wat we are doing is we
are saying that had the coupon instead of 4.5 been 6.9,
there woul d be no present value of benefits at that
point intine. At the bottomof the exhibit, we are
saying there's about | think it's, what is it, it's 2.4
percent, 2.5 percent cushion. In other words, the rates
can increase over what we had assuned by 2-1/2 percent
before the NPV benefits would vani sh.

Q VWhen you told the Judge about today rates have
come down and it's now 35 to 40 percent -- 40 points.
Let me repeat that. 35 to 40 points |ower than the
break-even point, what is that number?

A So at the tine of the original filing, we had
a benchmark rate, weighted average benchmark rate of
roughly 2 percent. \Wen we redid the nunbers in early
July, that nunber was now 2.9 percent. \Wen we in
preparation for this hearing | ooked at the nunbers
yesterday, the nunbers were 2.42. So significantly down
fromthat 2.9 that we have prepared back in early July.
You know, rates will change and that's just the nature

of this market, which is why we think that the
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break-even analysis ultimately is the relevant thing to

keep in mnd because that's about as far as you can go
before you no | onger can provide the attestations
required.
Q And so as of the analysis that you did
yesterday, the cushion is greater?
A It's about, yeah, 45 basis points greater
t oday.
Q Thank you.
A And this, | should say, that is not taking
Into account the settlenent, stipulation, agreenent
that, of course, has changed sone of these nunbers as
wel | .
MR ZOBRI ST:  Nothing further, Judge.
JUDGE CLARK: Thank you, M. Lunde. You can
step down.
THE W TNESS: Thank you.
(Wtness excused.)
MR ZOBRIST: Are you ready for our next
W t ness, Judge?
JUDGE CLARK: | am
MR ZOBRIST: Call John Bridson to the stand.
THE WTNESS: Good nor ni ng.
JUDGE CLARK: M. Bridson, would you raise

your right hand to be sworn.

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

Page 156
THE WTNESS: Yes, sir.

JUDGE CLARK: Do you solemmly swear or affirm
that the testinmony you' re about to give at this
evidentiary hearing is the truth?

THE WTNESS: Yes.

JUDGE CLARK: Pl ease be seated. Evergy.

MR, ZOBRI ST: Thank you, Judge.

Ther eupon:
JOHN BRI DSQN,
havi ng been first duly sworn, was exam ned and testified
as foll ows:
DI RECT EXAM NATI ON
BY MR ZOBRI ST:
Q Wul d you pl ease state your full name and
speak into the m crophone?
John T. Bridson
\Where are you enpl oyed, M. Bridson?
Evergy, Incorpor at ed.

And what is your position there?

> O » O >

Vice President of Generation.

Q And M. Bridson, did you cause to be prepared
direct testinony which has been narked as Exhibit 1C for
the confidential version and 1P for the public version
in this case?

A. Yes.
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Q And do you have any corrections or changes to

that testinony?

A No, sir.

Q And just for the record, you did not submt
surrebuttal testinmony, correct?

A | did not.

Q If | were to ask you those questions, would
your answers be as set forth in Exhibit 1C and 1P?

A Yes, Sir.
And are those answers true and correct today?
Yes, Sir.

Were they given under oath?

> O > O

Yes, sir.

MR, ZOBRI ST: Judge, | offer at this tine
Exhibits 1C and 1P, the direct testinmony of John Bridson
both confidential and public versions.

JUDGE CLARK: Any objection to admtting 1C
and 1P onto the hearing record? 1C and 1P are admtted
onto the hearing record.

( COVPANY EXHI BI TS 1C AND 1P WERE RECEI VED | NTO
EVI DENCE AND MADE A PART OF TH S RECCORD.)

MR ZOBRIST: | tender the witness for
Cross-exam nation
JUDGE CLARK: Any cross-exam nation by Velvet?
MS. BELL: No, Your Honor.
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1 JUDGE CLARK:  Any cross-exam nation by Nucor?
2 MR ELLINGER: No, Judge.

3 JUDGE CLARK: Any cross-exam nation by MECG?

4 MR OPITZ. No, thank you, Judge.

5 JUDGE CLARK: Any cross-exam nation by the

6 Comm ssion Staff?

7 MR KEEVIL: No questions, Judge.

8 JUDGE CLARK: Any cross-examnation by Public
9 Counsel ?

10 MS. VanGERPEN. No, thank you, Your Honor.

11 JUDGE CLARK: | have no questions for you

12 either. Are there any questions fromthe Conm ssion?

13 COW SSI ONER HOLSMAN:  No questi ons, Judge.

14 JUDGE CLARK: Thank you, Conm ssioner Hol sman.
15 | hear no questions fromthe Comm ssion

16 MR ZOBRIST: | have no questions.

17 JUDGE CLARK: (Ckay. M. Bridson, you may step
18  down.

19 THE WTNESS: Thank you
20 (Wtness excused.)
21 JUDGE CLARK: | think this is probably an
22 appropriate time to break for lunch. Evergy, are your
23 wtnesses for Tuesday here and available to testify this
24  afternoon?
25 MR, ZOBRI ST: Yes, Judge, they all are.
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JUDGE CLARK: 1'd like to catch up some. Al

right. Thank you. |s there anything before we break
for lunch that the Conm ssion needs to take up? Ckay.
Wy don't we all cone back about one o' clock, and we
will go off the record.

(Recess 11:44 a.m wuntil 1:.00 p.m)

JUDGE CLARK: Ckay. Let's go back on the
record. Evergy, you may call your next wtness.

MS. WH PPLE: Thank you, Judge. We call Matt
Qunm g.

JUDGE CLARK: M. Gunm g, would you raise your
right hand to be sworn.

Do you solemly swear or affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy.

Ther eupon:
MATT GUW G
having been first duly sworn, was examned and testified
as foll ows:
DI RECT EXAM NATI ON

BY M5. VH PPLE:

Q Pl ease state your name for the record.

A Matt Gunm g.
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And who is your enployer?

Ever gy.

What is your position there?

> O > O

Seni or Manager of External Reporting.

Q Did you prepare direct testinmony in this case
that has been narked as Exhibit 3?

A | did.

Q Did you al so prepare surrebuttal testimony in
this case which has been marked as Exhibit 47?

A | did.

Q Do you have any corrections to your direct or
surrebuttal testinony?

A | do not.

Q If I were to ask you the questions in those
testinonies, would your answers be as set forth in
Exhibits 3 and 4?

A They woul d.

Q Are those answers true and correct, to the
best of your know edge and belief?

A They are.

MS. WHI PPLE: Judge, we would nove to admt
Exhibits 3 and 4 into the record.

JUDGE CLARK: Any objection to admtting
Exhibits 3 and 4 onto the hearing record? Exhibits 3

and 4 will be admtted onto the hearing record.
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( COWPANY EXHI BI TS 3 AND 4 WERE RECEI VED | NTO

EVI DENCE AND MADE A PART OF THI S RECORD.)

MS. WH PPLE: Thank you. And we will tender
the witness for cross-exam nation.

JUDGE CLARK: Any cross-exam nation from
Vel vet Tech?

MS. BELL: No, Your Honor.

JUDGE CLARK: Any cross-examnination from
Nucor ?

MR, ELLINGER: No questions, Your Honor.

JUDGE CLARK: Any cross-exam nation from MECG?

MR OPITZ: No, thank you, Your Honor.

JUDGE CLARK: Any cross-exam nation fromthe
Comm ssion Staff?

MR, KEEVIL: No questions, Judge.

JUDGE CLARK: Any cross-exam nation fromthe
O fice of the Public Counsel?

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK: Any questions from
Comm ssi oners?

CHAI RMAN SI LVEY: No questions, Your Honor.

JUDGE CLARK: Thank you. And | have no
questions either. M. Gnmmg, you may step down.

(Wtness excused.)

JUDGE CLARK: Evergy, you may call your next
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W t ness.

MR. STEINER:  Conpany calls John Carl son

JUDGE CLARK: M. Carlson, would you raise
your right hand to be sworn.

Do you solemly swear or affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy, you
may inquire.

Ther eupon:
JOHN CARLSON,
having been first duly sworn, was examned and testified
as follows:
DI RECT EXAM NATI ON
BY MR STEI NER:
Q Pl ease state your name for the record.
A John Carl son.
Q VWhere do you work and what is your position
t here?
A | work at Evergy and ny position is Senior
Manager of Market Operations.
Q M. Carlson, did you cause to be filed in this
case surrebuttal testinmony which has been prenarked as
Exhibit 2C which is confidential and 2P which is public?
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A Yes, | did.

Q Do you have any changes to that testinony or
corrections?

A | have one change. On page 6, line 13,
there's a date there that says March of 2021. That
shoul d be March of 2020.

Q Thank you. Wth that change, are the answers
In your testinony true and correct to the best of your
knowl edge, information, and belief?

A Yes, they are.

MR, STEINER:  Your Honor, at this tinme | would
request the adm ssion of Exhibits 2C and 2P into the
record.

JUDGE CLARK:  Any objection to admtting
Exhibits 2C and 2P onto the hearing record? Exhibit 2C
and Exhibit 2P are admtted onto the hearing record.

( COVPANY EXHI BI TS 2C AND 2P WERE RECEI VED | NTO
EVI DENCE AND MADE A PART OF TH S RECORD.)

JUDGE CLARK: (o ahead.

MR, STEINER: Would tender M. Carlson for
Cross-examn nation

JUDGE CLARK: |'msorry. You already said
that. Any cross-exam nation from Vel vet?

MS. BELL: No, Your Honor.

JUDGE CLARK: Any cross-exam nation from
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Nucor ?

MR, ELLINGER: Not at this tine, Judge.

JUDGE CLARK: Any cross-exam nation from MECG?

MR OPITZ. No, thank you, Your Honor.

JUDGE CLARK: Any cross-exam nation fromthe
Commi ssion Staff?

MR KEEVIL: No questions, Judge.

JUDGE CLARK: Any cross-examnination from
Publ i ¢ Counsel ?

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK:  Any Conm ssion questions for
M. Carlson? | hear none. | have no questions for you,
M. Carlson. So you may step down.

(Wtness excused.)

JUDGE CLARK:  You may call your next w tness.

MR, FI SCHER: The Conpany woul d call M. Brad
Lutz.

JUDGE CLARK: M. Lutz, would you raise your
right hand to be sworn, please.

Do you solemly swear or affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Evergy.

Ther eupon:
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BRAD LUTZ,

having been first duly sworn, was examned and testified
as fol | ows:

DI RECT EXAM NATI ON
BY MR FI SCHER:

Q Pl ease state your nanme and address for the
record.

A My name is Brad Lutz, and ny address is 1200
Main in Kansas City.

Q Ckay. And did you cause to be filed in this
proceeding certain direct testinmony that's been marked
as Exhibit 15 and surrebuttal testinony which has been
mar ked 16C and 16P?

A Yes, | did.

Q D d you have any corrections or changes that
need to be nade to those pieces of testinony?

A | do not.

Q And are they true and correct to the best of
your know edge, information, and belief?

A They are.

Q And if | ask you the sane questions today,
woul d you have the sane answers?

A Yes, | woul d.

MR, FI SCHER: Judge, with that | would nove
for the adm ssion of Exhibit 15, 16C, and 16P and tender
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the witness for cross.

JUDGE CLARK: Any objection to the adm ssion
of Exhibits 15, 16C, and 16P onto the hearing record?
Exhi bit 15, Exhibit 16C, and Exhibit 16P are admtted
onto the hearing record.

( COVPANY EXH BI TS 15, 16C, AND 16P WERE
RECEI VED | NTO EVI DENCE AND MADE A PART OF THI S RECORD.)

JUDGE CLARK: Any cross-exam nation from
Vel vet ?

MS. BELL: Yes, Your Honor.

CROSS- EXAM NATI ON
BY M5. BELL:

Q Good afternoon, M. Lutz. You would agree
that Vel vet was not an Evergy custoner at the tine of
Wnter Storm Uri?

A | woul d agree.

Q Ckay. Any anount paid by Velvet for
securitization ultimately |lowers the cost for every
ot her custoner, would you agree?

A | woul d agree.

Q Ckay. I1'mgoing to -- Well, Mark is going to
hand you what's been marked Exhibit 500.

A Thank you.

Q Do you recogni ze that document, M. Lutz?

A | do.
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Q What is that?

A It is the Large General Service Tariff for
M ssouri West Jurisdiction,
M5. BELL: At this time I'd like to offer
Exhi bit 500, Your Honor.
JUDGE CLARK: Any objections to admtting
Exhibit 500 onto the hearing record? Exhibit 500 will
be admtted onto the hearing record.
(VELVET EXH BI T 500 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI'S RECORD. )
BY Ms. BELL:
Q Ckay. Next we are handing you what's been
mar ked as Exhibit 501.
A Thank you
Q M. Lutz, do you recogni ze Exhibit 5017
A | do.
Q VWhat is that document?
A It is the Large Power Service Rate Schedul e
for the Mssouri West Jurisdiction.
M5. BELL: And at this tinme, Your Honor, |'d
like to offer Exhibit 501.
JUDGE CLARK: Any objection to admtting
Exhibit 501 onto the hearing record? Exhibit 501 is
admtted onto the hearing record.
(VELVET EXH BI T 501 WAS RECEI VED | NTO EVI DENCE

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

Page 168
AND MADE A PART OF THI S RECORD.)

BY MS. BELL:
Q Al right. At this time we are handing you
what's been nmarked as Exhibit 502.
A Thank you
Q Do you recogni ze this docunent, M. Lutz?
A | do.
Q Can you identify it for the record?

A It is our Special Rate for Incremental Load
Service Schedule for the Mssouri West Jurisdiction.
Q I's that al so known as the SIL tariff?

A Correct.

M5. BELL: At this tinme, Your Honor, I'd like
to offer Exhibit 502.

JUDGE CLARK: Any objections to the adm ssion
of Exhibit 502 onto the hearing record? Exhibit 502 is
admtted onto the hearing record.

(VELVET EXH BI T 502 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI'S RECORD.)

BY Ms. BELL:

Q At this time we are handing you what has been
mar ked Exhi bit 503.

A Thank you

Q M. Lutz, do you recognize this docunent?

A | do.
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Q And can you identify the docunent for the

record?
A Yes, it is our Special Hi gh-Load Factor Market
Rate Schedule for the M ssouri West Jurisdiction.

MR, KEEVIL: Judge, I'mgoing to object to
that. Wth all due respect to M. Lutz, the special
hi gh-1oad factor market rate, it's not effective yet.

So it's nothing currently. It's submtted by Evergy as
a conpliance tariff, | believe, in the docket the Case
EOQ 2022-0061, | believe, but it's not an effective
tariff soit's really -- it's not their special
high-1oad factor rate tariff.

MR, FI SCHER: Judge, | think we can stipulate
that that's the case. W have submtted the tariff. It
hasn't been approved as yet.

JUDGE CLARK: Response from Vel vet?

MS. BELL: Your Honor, we aren't purporting
that it is the established tariff. W are offering it
as the proposed conpliance tariff filing in the 0061
docket .

JUDGE CLARK: The objection will Dbe overrul ed.

MR, KEEVIL: \What relevance does a proposed
tariff have, Judge? | would object on the basis as
irrel evant.

JUDGE CLARK: Your objection has been
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overrul ed.

BY MS. BELL:

Q At this time we are handing you what's been
mar ked - -

JUDGE CLARK: | haven't admtted this onto the
hearing record. Exhibit 503 is admtted onto the
hearing record.

MS. BELL: Thank you, Your Honor.

(VELVET EXH BI T 503 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI'S RECORD. )

BY Ms. BELL:

Q At this time we are handing you what's been
mar ked Exhibit 504. M. Lutz, I'mgoing to ask that you
follow along with nme for a nonment on this denonstrative
chart. So you just identified Exhibits 500 through 503,
and you would agree with me that for each of those
tariffs there's a threshold by which a custoner has to
meet for usage in order to be on one of those tariffs.
Wul d you agree?

A | would nmodify that only to say that those are
threshol ds set for mninumbilling, but customers can
exist in any of those rates currently. There is no
restriction on their participation in those rates.

Q (kay. So under customner threshold for this

chart, you would agree that that mninumbilling that's
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reflected in each of those tariffs is accurately

reflected on this chart?

A | believe so, yes.

Q (kay. And then do you see the second col um
marked Lutz Direct. |If | could your attention to
Exhibit 15, Schedule BDL-1, page 2, would you agree that
this chart accurately reflects your direct testinmony as
to what woul d be charged to LGS and LPS cust onmers?

A Allow me a nmonent. Yes, | would agree with
t hat .

Q Ckay. And skipping the next colum but going
to the colum titled Staff's "FAC Method," you
calculated a rate in Exhibit 16, which is your
surrebuttal, and that is reflected on page 4, line 1.
Wth the caveat that, and this is marked in the chart,
that this assunes transm ssion |evel service, would you
agree that that is the rate that you cal cul ated?

A Yes, | woul d.

Q (kay. And then if a custoner was trying to
calcul ate what their ultimate annual rate woul d be under
the securitization charge, if you see the cal cul ation,
which is the first star, they would calculate the
threshol d nunber tines by the rate tines by the hours
per year, and if we're assumng a |oad factor of .85,

you woul d agree that's how you woul d cal cul ate an annual
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securitization charge?

A Yes, | would accept that.

Q Ckay. And not asking you to do the math here
on the stand but |ooking at the nunbers, is there any
reason to believe that the math there is wong?

A No.

Q As far as the |oad factor, the .85, do you
know where that nunmber m ght have cone fronf

MR FISCHER: Calls for specul ation.
BY Ms. BELL:
Q Are you aware that for the proposed MKT tariff

JUDGE CLARK: Hold on just a second. There's
been an objection offered.

MS. BELL: I'Il strike nmy question and reask

JUDGE CLARK: Go ahead.
BY Ms. BELL:

Q Are you aware that in the proposed MKT tariff,
in order to be on that tariff it requires a |oad factor
of .85?

A Correct.

Q Now, you woul d agree that under Staff's FAC
met hod, which is repeated in your surrebuttal, that

Vel vet woul d be responsible for securitization costs
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fromthe time it takes service for the life of the

bonds?
A Yes.

MS. BELL: At this time, Your Honor, I'd like
to offer Exhibit 504.

JUDGE CLARK: Any objection to admtting
Exhi bit 504 onto the hearing record?

MR, FI SCHER:  Your Honor, | think I'Il object.
This exhibit was not prepared by M. Lutz. He hadn't
seen it before he took the stand today, and |'mnot sure
he can attest to everything that's on the exhibit. So
|"mgoing to object. It's in the record as far as their
cross is concerned.

JUDGE CLARK: |'mgoing to admt it onto the
hearing record with the limtation that it's purely
denonstrative

MS. BELL: Thank you, Your Honor.

JUDGE CLARK: Exhibit 504 is admtted onto the
hearing record with such limtation.

(VELVET EXH BI T 504 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)

BY MS. BELL:
Q M. Lutz, you would agree that under your
proposal new MKT custoners will pay in excess of $2.8

mllion annually for Wnter Storm Ui costs?
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A | would agree with that.

MS. BELL: No further questions, Your Honor.
JUDGE CLARK: Any cross-examnination from
Nucor ?
MR, ELLINGER: Just a couple questions very
qui ckly of M. Lutz.
CROSS- EXAM NATI ON
BY MR ELLI NGER:
Q My name is Mark Ellinger. | represent Nucor.
Are you famliar with the statutory exenption for
custoners taking service under a special contract
entered into prior to August 28, 2021?
A | am
Q Are you aware that Nucor takes service under a
speci al contract that was approved in 2019?
A | do, vyes.
Q And the tariff SIL, which | don't recall what

exhi bit nunber that was now --

A 502.

Q -- 502 applies to Nucor currently, correct?

A Correct.

Q In your direct or in your surrebuttal, you are

not proposing to apply the securitized utility tariff
charge to the SIL tariff, are you?
A Correct.
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Q As a result, you're not proposing to apply the

securitized utility tariff to Nucor, correct?

A Correct.

Q And then with respect to the statutory
exenption for special contract custoners, do you believe
that Evergy's proposal conplies with that exenption?

A | do.

Q And with respect to the statutory exenption
for special contract custoners, do you believe that the
non- unani nous stipul ation proposal conplies with that
exenption?

A | do.

Q And are you aware of any other testinony by
any other party on behalf of Evergy or anyone el se that
you have reviewed in this case that would apply the
securitized utility tariff charge to Nucor or to the SIL
tariff?

A No, |'mnot aware of any testinony.

MR, ELLINGER: Thank you very much. No
further questions, Judge.
JUDGE CLARK: Any cross-exam nation from MECG?
MR OPITZ: Yes, Your Honor.
CROSS- EXAM NATI ON
BY MR OPITZ

Q M. Lutz, in your role as Director of
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Regul atory Affairs in this case, you verified the

Conpany responses to data requests are true and
accurate; is that right?

A That is correct.

MR OPITZ: My | approach, Judge.
JUDGE CLARK: Pl ease go ahead.
THE WTNESS: Thank you, sir

BY MR OPITZ

Q | ' ve handed you a docunent |'Il call it
Exhi bit 300. And can you tell nme what that docunent is?

A It appears to be a response to Data Request
1-4 in this proceeding.

Q And if you flip to the back side, do you agree
that this shows your verification that this is a true
and accurate response?

A Yes.

MR OPITZ: Your Honor, | at this tine offer
Exhi bit 300 into the record.

JUDGE CLARK: Any objection to admtting
Exhibit 300 onto the hearing record? Exhibit 300 is
admtted onto the hearing record.

(MECG EXHI BI T 300 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)
BY MR OPITZ

Q Looking at Exhibit 300, M. Lutz, do you agree
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that this response shows Conpany retail sales by

residential, comrercial, industrial, and street |ighting
for the billing period of January and February of 20217

A It does, yes.

Q And you woul d agree that that's the tinme
period when Storm Uri occurred, correct?

A Correct.

Q Because this time -- Wuld you agree that
because this time period includes StormUi, all of the
extraordinary fuel and purchased power costs are
contained within those kWhours used?

A | would agree that this is representative of
the kW sales. Your statenent said sonething of costs.

Q KW sales. So this represents the kW sales
during that time period, correct?

A That | woul d agree to, yes.

Q And the extraordinary fuel and purchased power
costs incurred during StormUi would be reflected in

t hese sal es?

A They woul d have occurred at the sane tine.
Q Ckay.

A | s that what?

Q

They woul d have occurred at the sane time. So
If we are looking at the total securitized cost to be

for fuel and purchased power?
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A See, I'mview ng these sales as kWhours, not

dol I ars.

Q (kay. As kWhours. But those -- There are
dol | ars associated with those kWhours that the Conpany
had to pay to procure that power and provide it to
custoners, correct?

A Right, and identified outside of this response
somewher e.

Q Ckay. And that amount that the Conpany paid
I's associated with these kW hours?

A Yes.

Q Do you agree if | divided the kW for each
class listed by the total retail sales listed on that
response that that would give me an idea of the percent
of the overall energy usage for each class during that
time period?

A Wul d you repeat that one nore time?

Q Sure. If | divided the kW for each class
listed by the total retail sales listed there, that
woul d give me an idea of the percent of the overal
energy usage for each class during that tine period?

A In ny interpretation, the sales are kW hours.
So in your exanple it would have been kW hours divided
by kWhours. | think you're trying to identify dollars

versus kW hours.
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Q Ckay.

A And | think if I"minterpreting your question
correctly, you're referencing kWhours on both sides of
that equation under ny interpretation of sales.

Q So under that interpretation, what would that
cal cul ation show a percentage of ? Sales to each class,
correct?

A No. | nean, it would just be -- It would in a
sense be dividing the sane nunbers, because the kW hours
are the sales. So you need |ike a revenue nunber, not
sal es.

Q The revenue number woul d cause what as an
out put ?

A |"mgoing to lead | guess. |f your revenues
were on the top of the equation and you were dividing by
the kWhours, then you woul d generate a per kW rate, if
that's maybe where you're going.

Q No, I'mnot |ooking for a per kW rate. |'m
| ooking for of the total billed sales here the
percentage by each class. So these figures by each
cl ass.

A So to do that then, it would take the total
sales, in this exanple the 779 mllion would be the
total, and you would just divide one of the classes, say

residential, the 386 by the 779. |Is that what you're --
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Q That woul d show you how nuch of the kW

sales --
A For residential.
Q -- for that class during StormUri, correct?
A Correct, correct.
Q And - -
A R ght.
MR OPITZ: May | approach again, Your Honor.
JUDGE CLARK:  Yes.
THE W TNESS: Thank you.
BY MR OPI TZ:
Q "Il call this 301. And M. Lutz, the

cal cul ation you just described, does this 301 appear to
show that dividing the kWh sales for each class by the
overall billed sal es?

A Yes.

Q And do you have any reason to believe those
cal cul ati ons are not done correctly?

A | do not.

Q And what this is showing is that the billed
kWh sales during that Storm Wi woul d have been for
residential 49.54 percent, correct?

A Correct.

Q For commercial, 36.12 percent, correct?

A Correct.
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I ndustrial would be 14.11 percent?

Correct.

Public street lighting is .23 percent?

> O > O

Correct.

Q (kay. And does that nean that during the time
period of StormUri, that billing nonth, that the
I ndustrial class used 14.11 percent of the energy that
was billed for?

A |t does, yes.

Q And woul d you agree that that percentage is
the best informati on we have about how nuch of the Storm
Uri costs were caused by that custoner class?

A |'"mreview ng the data request to make sure.
Wul d you repeat your question one nore tinme?

Q So those percentages that we just read woul d
be the best information that we have about how nuch of
the Storm Wi costs were caused by that customer class?

A |f you accept that sales are the primary
factor for the causation of those costs, yes.

Q Do you accept that sales are the primary
factor of the causation of those costs?

A | do.

Q Ckay. Do you still have, and | don't renenber
the exhibit nunber, a copy of your direct testinony with

you?
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A | do. Let me open it up real quick. rage 182
Q | believe it was Exhibit 15.

A Ckay, | have it.

Q Can you turn to page 9.

A |'"'mthere.

Q Do you see figure 1 on that page, |ine 10?

A | do.

Q And can you tell me what figure 1 represents
I n your testimony?

A Yes. It represents our determnation of the
securitized utility tariff charge.

Q And wthin that chart is a revenue allocation
that was how the Conpany initially proposed to allocate
these securitized charges anong the different custoner
classes; is that correct?

A That is correct.

Q And what your chart and what your initia
proposal showed was that, for exanple, |arge power
service class would receive 17.56 percent of the
securitized revenue, whatever that may be, authorized?

A Yes, that is correct.

Q And that's higher than the 14.11 percent that
I ndustrial class custoners would have actually caused
during that billing period for StormUri, correct?

A Yes.
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Q And can we | ook at your surrebuttal if you

have that with you, and specifically turn to page 3.

A Ckay.

Q Lines 13 through 12. Are you there?

A |'"'mthere.

Q And you testified that Staff's nethod is
consistent with the FAC, correct, for allocation?

A Yes.

Q And under the FAC nethod, the revenue is
recovered through | oss-adjusted energy sales, would you
agree?

A | agree.

Q Can you tell me the percent of the annua

securitized revenue requirenent that would be recovered

fromeach class using the Staff's FAC approach?

A | cannot at this point, because of the
rel ationship between the voltages and the classes is not
delineated in nmy schedules. So | would have to
determ ne that el sewhere.

Q Wul d dividing the class kW sales by the

total kW sales give ne an estimate of that percentage

setting aside the voltage adjustnent?
A Pl ease ask that one nore tine.

Q Setting aside that you would need to make

vol tage adjustnents to get a precise percentage, would
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dividing the class kW sales established in the nost

recent rate case by the total kW sales, would that give
me an estimate of the percentage to be allocated
col l ected fromeach cl ass?
A An estimte, yes.
An estinate?
Yes.
Wuld it be a reasonably cl ose estinate?
| could accept that.
MR OPITZ: Okay. Your Honor, |'ve |lost track
of what nunber I'mon. Is it 303, | think?
JUDGE CLARK:  301.
MR OPITZ 302
JUDGE CLARK: Oh. Have you noved for the
adm ssi on of 3017
MR OPITZ: | have not, Your Honor.
MR KEEVIL: | don't think he's noved for the
adm ssi on of 300 yet.
MR OPITZ: | did.
THE WTNESS: Thank you
BY MR OPITZ
Q So 302, M. Lutz, if you would turn back to
your direct testinony, page 9.
A Yes, |'mlooking at that now.

Q That figure 1. Are the settled sal es per
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Staff listed on this chart the sane as the figure 1

col um ER-2018-0146 final sales kW hours?

A Yes.

Q And | believe we discussed that to get a
reasonably close estimte of the percentage under the
FAC met hod, FAC approach in this case, we could divide
each class kW sales by the total kW sal es?

A Yeah, and this is where | need to insert sone
clarification is that the sales that are on 302 are from
the rate case and therefore are normalized and adj usted
for the ratemaking in a rate case, where the sales that
| saw fromthe data request Exhibit 300 are actuals.

Q Ckay.

A So there is an adjustnent made to the nunbers
that are on 302 that has not occurred to those nunbers
that are on 300.

Q But the nunbers on 302 are the same as in your
Conpany's initial allocation proposal ?

A Yes.

Q So that's apples to apples?

A Correct, correct.

Q And under the, | guess on Exhibit 302 |'ve
done a colum that shows class kW divided by the tota
kWwh. Do you see that?

A Yeah, | do.

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




Judge John d ark
August 02, 2022

Page 186
1 Q Do you have any reason to believe that

2 calculation is done incorrectly?

3 A ' mjust checking the percentage totals real
4 qui ck.

5 Q Sure.

6 A | do not.

7 Q Ckay. And under -- There's another colum

8 there, do you see that, that just has the percentages?
9 A Yes.

10 Q Under the l[arge power service, the allocation
11  percentage there would be 25.64 percent?

12 A Correct.

13 Q And so woul d you agree that this would show
14  reasonably accurately the amount of the securitized

15 revenue requirement that would be collected fromthe

16 large power class under the Staff's FAC approach?

17 A Yeah, with sone consideration of that |oss

18 adjustnent not being factored in, but yeah, generally as
19 an estinmate | woul d agree.
20 Q Ckay. So would you agree that that is
21 significantly higher than the percentage that would be
22 allocated under the approach in your direct testinony?
23 A Sure, yes.
24 Q And while it's certainly higher than what
25 woul d have been shown under Exhibit 301, under the data
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fromthe MECG s Data Request 1-4, that's correct?

A Correct.

Q And all of that difference would be paying
more for the StormU i costs than that class cost,
correct?

A Correct, that would be the outcomne.

Q So the FAC net hod woul d be a significant

departure from assigning costs to the cost causer,

correct?
A No.
Q It would not be a significant departure?

A No, because | think where we went with the
surrebuttal position was that the energy basis was nore
reflective of the cost causation.

Q We just tal ked about all of the, | think you
agreed that the industrial cost was for that class
reflected that they caused 14.11 percent of the Uri
charges, correct?

A Yeah, | need to be careful there because again
we' re not conparing |ike nunber sets.

Q Ckay.

A | mean, | get -- | see the relationship and |
can offer that froman estimate point of viewit can be
simlar or indicative, but I would not necessarily draw

t hese as equal nunbers because of that normalization
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because of those adjustnents that occur in the

rat emaki ng process. That could be a significant inpact.
Especial |y because weather is the biggest adjustment to
t he nunbers in 302.

Q Sure.

A And this is a weather event.

Q The kWh under the Staff's FAC nmet hod that
you' ve adopted in your surrebuttal testimony is going to
recover those costs on usage noving forward, correct?

A. Yes, yes.

Q And so customers who are new to the system
woul d not have caused any of that cost but they're going
to be paying for it?

A Correct, across all classes, that is correct.

Q And custoners under |arger classes, or maybe
the large general service class who curtailed and didn't
use any power during that stormor used |ess than they
ot herwi se woul d have, are going to be paying for those
costs that were incurred during Storm Uri?

A Yeah. Any custoners in any class who behaved
in any way during Storm Ui would be affected by the
recovery in the same way.

Q Right. And so this recovery is not
necessarily tracking the cost causer?

A It's not tracking the behavior of the
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custoner. Well --

Q Let me say for example --

A Yeah.

Q -- Velvet Tech will pay this rate. They did
not cause any, not one penny of that charge, correct?

A Ri ght.

Q If this were -- there are custoners who

curtailed, they did not cause additional costs related
to fuel and purchased power during Storm Ui, correct?

A Correct. The securitization statutes don't
take into account any of those factors.

Q Does not take that into account. So the
cl osest we can get given the statute that we have to
al l ocating costs, would you agree that would be to
determne it on a class basis?

A | don't think that a class basis is required.

Q |s that the closest we can get to allocating
the costs to the cost causer?

A No. | think the nmethod that we have in ny
surrebuttal also does that. It does it based on voltage
but it's simlar --

Q How can that be when it's charging the cost to
custoners who did not incur those costs?

A Same thing woul d have happened on ny

allocation of direct. Either method woul d have treated
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those customers in the same way.

Q But it would be closer to the costs that they
caused, right? It's not allocating themthe full anmount
or assigning themthe full anount?

A But that's not ny mandate fromthe statute.
|"mnot there to take into account potential behaviors
of the custoner. |Instead |'m supposed to | ook at
al l ocations that are closest to what | believe are the
causations of that cost.

Q Anong the custoner classes, correct?

A Correct. And in ny position, | believe that
the energy gets closest to that causation.

Q Even though you've said that those classes
caused less of the StormUri?

A Well, again, with sone liberties in the
nunbers, yes. In your conparison you have a delta here.
But 1'm saying that those normalizations shouldn't be
i gnored that are in 302.

Q Those normalizations in conparing 302 to the
ones in your direct testimony are the sane though?

A Ri ght.

Q Ri ght.

A R ght, but you're trying --

Q Sorry about that. So you're assigning --

Moving fromyour direct to your surrebuttal, you're
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assigning nore costs to people who did not cause those

costs?

A That is the effect.

Q That is the effect?

A But ny decision to nove was based on an
eval uation of the causation, and to me the charges that
the Conpany is seeking to recover in this securitization
are directly related to energy-based actions which is a
refinement on where we were in the direct testinony.

Q Energy-based actions that have al ready
occurred though?

A That's fair.

Q But you're going to be recovering and noving
forward?

A Yes.

Q So the cost is not tracking how they're using
energy in the future?

A Ask that question again. |'msorry. The part
about the future.

Q So that the costs have al ready been incurred?

A Correct.

Q VWhich is -- And you're not going to incur nore
extrene fuel and purchased power costs related to Storm
Uri ?

A. Correct.
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Q So in that regard it's unlike a typical energy

FAC charge, correct?

A Yes, because | would say this is only like the
FAC within the structure that we used. It's not -- To
M. Klote's testinony earlier, this isn't an FAC
exercise. W're just adopting a mechanismsimlar to
what has been used in the FAC as our process. So yes,
this is not an FAC exerci se.

Q And if the Conpany -- If the custoners,
setting aside normalization issues during that storm
period, in, for exanple, large power industrial class
use 14 percent or cause 14 percent of the cost, nmaking
them pay for 25 percent of the cost is making them pay
more of that cost?

A The exhibits support that, but | hesitate to
draw that clear of a parallel between costs and the
recovery.

MR OPITZ. Okay. That's all | have. | know
| offered one, Your Honor. |'d offer | guess Exhibit
302 and 301 into the record.

JUDGE CLARK: Any objection to admtting
Exhi bit 301 onto the hearing record?

MR, KEEVIL: Yeah. Request permssion to voir
dire the wtness just briefly on 301.

JUDGE CLARK: Proceed.
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VO R DI RE EXAM NATI ON

BY MR KEEVI L:

Q M. Lutz, do you have 301 in front of you?

A | do.

Q Do you see the colums that M. Qpitz kept
referring to as customer classes? |t says residential,
comrercial, industrial, and public street Iighting?

A | do.

Q Are those Evergy West's custoner classes
pursuant to its tariffs?

A Not froma rate design perspective. These are
what | would call the classes for the purpose of |ike
FERC reporting or our accounting purposes. So that is
correct.

Q So you don't have -- | nean, Evergy West has
no commercial custoner class?

A Correct. So if you look at ny direct
testinony, that's nore reflective of our classes for the
pur pose of ratenmaking.

Q So by M. Opitz referring to these as custoner
cl asses, do you believe that's an appropriate
representation of what is contained on Exhibit 3017

A That's a reasonable point. There's a |level of
comm ngling that's occurring when you see the

residential, comrercial, industrial presentation.
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That's fair. | would accept that.

Q So you don't believe this accurately reflects
the custoner class?

A | would say it contributes nore to that
difference that we woul d have conparing the 25.64 nunber
on Schedul e 302 versus the nunber the 14 on 301. It
further conplicates that conparison.

JUDGE CLARK: Can you explain that for ne,
pl ease?

THE WTNESS: Yes. On 302 -- Is it okay to
use those references for this purpose?

JUDGE CLARK:  Yes.

THE WTNESS: Ckay. On 302, the 25.64 percent
I's associated only with the |arge power service class
which is a ratemaking class and woul d be associated with
the Nucor Exhibit 501 tariff just to provide that
cross-reference. But by contrast the industrial
category on 301 representing the 14.11 percentage woul d
be inclusive of customers that are probably in our large
power and | arge general classes. Both of those rate
cl asses would contribute to the nunbers represented by
the industrial row on 301. W have nultiple classes,
rate classes that contribute to the industrial category.
In fact, there's probably some in our smaller Iike

medi um cl asses that are also called industrial. It's
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possi bl e.

BY MR KEEVI L:

Q Just to clarify, M. Lutz, would the inverse
of that be true as well, there would be comercial in
the industrial categories or in the larger?

A In the large, yes, yes.

MR KEEVIL: So yeah, Judge, | would object to
301. | think it was msrepresented by M. Qpitz as to
what it shows. | don't believe the proper foundation
has been set for 301.

JUDGE CLARK: MECG s response?

MR OPITZ: You know, | think the foundation
was set in saying that these are the classes that were
-- or the rate. And if | have the Exhibit 300, the rate
cl asses provided by the Conpany in response to DR 1-4
and | believe M. Lutz said that those accurately on
Exhibit 301 were accurately reflected of the information
provided in that data request response and M. Lutz
testified and also on the verification of that exhibit
that these were true and accurate -- this was true and
accurate infornmation.

JUDGE CLARK: Exhibit 301 will be adnmitted
onto the hearing record. Objection overruled.

(MECG EXH BI T 301 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)
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MR, OPITZ: Thank you, Your Honor.

JUDGE CLARK:  You al so noved for the adm ssion
of Exhibit 302 and you also -- You voir dired on Exhibit
302. | assune you're objecting?

MR KEEVIL: Yeah, | didn't think he noved for
302. |'msorry, Judge. Yeah, 302, voir dire M. Lutz.
BY MR KEEVI L:

Q Wnter Storm Ui was what nonths naybe, what
year ?

A February of '21.

Q Ckay. Wen was the information contained on
-- \What period does the information contained on Exhibit
302 cover?

A It was the test year for the 2018 rate case.
So it was probably about the twelve nonths ending md
year 2017 maybe.

Q Soit's four and a half years prior to Wnter
StormUri ?

A Correct.

Q Also M. pitz referred to the last colum in
the gray box there on 302. |t says settled sales per
Staff kWh. What does the settled sales per Staff kW
header ?

A Yeah. \Wat that represents is usually towards

the end of the rate case we establish a foundation of
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what the determnants are, and this just reflects those

kWh sal es that were established in the rate case that
woul d serve as the basis for the final rate designs out
of that case.

Q And then that was the 2018 case based on the
2017 test year?

A Correct.

MR, KEEVIL: Judge, | would object to 302 as
wel | because M. Qpitz keeps conparing his cal cul ated
percentages on 302 fromnow we hear from 2017 to the
Wnter Storm Ui costs which were February 2021

JUDGE CLARK:  MECG response?

MR OPITZ: Sure, Your Honor. | believe M.
Lutz testified that these were the sane nunbers he used
in creating figure 1 of his testinony which was part of
how the all ocation was proposed in the Conpany's direct
testinony. |'d say it's relevant to the case here
because that's how the nmethod was proposed and as you' ve
heard that's the method MECG is supporting to use.

JUDGE CLARK: M. Lutz, is that correct?

THE WTNESS: Yes. It ties with figure 1 from
my direct.

JUDGE CLARK: Exhibit 302 is admtted onto the
hearing record and the objection is overrul ed.

MR, OPITZ: Thank you, Your Honor.
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(MECG EXH BI T 302 WAS RECEI VED | NTO EVI DENCE

AND MADE A PART OF THI S RECORD.)
JUDGE CLARK: Do you have any further
questions?
MR OPITZ: | do not.
JUDGE CLARK: Any cross-examnation fromthe
Comm ssion Staff?
MR KEEVIL: Yes. Hang on just a second if
you woul d.
CROSS- EXAM NATI ON
BY MR KEEVI L:
Q M. Lutz, | guess working backwards here,
| ooking at Exhibit 302 from MECG that first colum wth
nunbers says average nunber of WA EE- CG current
custoners. | notice there's one |arge power service
custoner; is that correct?
A That's what this shows.
Q How many | arge power service customers do you
have? That's not you. Sorry. Evergy West.
A It's what the schedule reflects. | don't know
that nunber offhand.
Q Are those numbers in that colum, you said
these are fromwhat tine? A so fromthe end of the --
excuse nme, the test year ending for the 2018 rate case?

A Actually these are a different role. These
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nunmbers are not utilized in the final rate designs of

the case. So they don't really play the same role that
the settled sales do. So these nunbers were just taken
fromour direct filing in the case.

Q In this case?

A O the 2018 rate case.

Q O the 2018 rate case. Al those average
nunber of custonmers and that woul d be from 2018 rate
case?

A Correct. Again, those aren't really utilized
in any of the calculations. Those were just there from
the data that we used.

Q Going to that next colum, the settled sales
col um on Exhibit 3027

A Yes.

Q M. Qpitz referred you to the, what he calls
the total kW and the class kW shown in that col um.
Are the kWh nunbers reflected in that colum what you
woul d expect for projected sales going forward?

A No.

Q Bear any relationship at all to projected
sal es goi ng forward?

A Maybe only a | oose representation order of
magni t ude potentially.

Q Wul d the residential class be I arger or
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smal | er, not the nunber of customers, the kW sal es,

would it be larger or smaller going forward?

A You woul d have to presunme that there's growth
i nvolved. So any novenent forward in tine woul d cause
these to increase.

Q Wuld the LPS be larger or smaller?

A | would apply the sane logic to all of these
nunbers that there would be growth expected in all of
t hese.

Q If you could ook at Exhibit 300 from
M. Opitz. He's got -- You said those are not, those
four categorizations are not custoner classes. Wat
shoul d we call those?

A Yeah, |'mglad you asked that question,
because it does highlight a nam ng convention issue.
And class is sonmething that we've used for representing
both these and the ratemaking classes. These nunbers
are just used for different purposes and they sel domare
commngled. So we've traditionally been able to just
refer to themas classes in both respects. This is nore
fromaccounting perspective. This is used for our FERC
reporting and other accounting |evel purposes and we use
the small, medium large residential designations for
ratemaki ng purposes to tie with our tariffs. So

unfortunately we use class in multiple contexts.
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Q True, okay.

JUDGE CLARK: M. Keevil.

MR KEEVIL: |'msorry?

JUDGE CLARK: | received an email that people
are having sonme difficulty hearing you. |f you could
talk nore directly into the m crophone.

MR KEEVIL: Really? Okay. Sure. [|I'IIl try.
BY MR KEEVI L:

Q M. Lutz, again, with reference to Exhibit 300
just in mnd, would you agree that sales to residenti al
custoners are billed at different rates than sales to
SGS custoners?

A Yes.

Q And SGS is small general service?

A Correct.

Q And sales to small general service custoners
are billed at different rates than sales to |arge
general service or |large power service custoners,
correct?

A Correct.

Q Now, if you go back to Ms. Bell's Exhibit 501
-- oh, excuse ne. CGo to Opitz Exhibit 301. Sorry. LPS
custoners are approximately billed three to four cents
per kW, right?

A For the energy conponent.
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1 Q Ri ght.
2 MR, KEEVIL: Excuse nme, Judge. That was
3 Exhibit 501 | should have referenced.
4  BY MR KEEVIL:
5 Q Ckay. So three to four cents for energy for
6 LPS custoners. \Wat are residential and small genera
7 service customers billed per kWhours in February?
8 A | don't have those schedules in front of ne,
9 but | would estimate around 10 to 11 cents.
10 Q Ckay. It was quite a bit nore than the LPS?
11 A Yes, and that's due to the rate design
12 structures.
13 Q Soif M. Opitz is asserting that residentia
14  and snall| general service custoners caused
15 disproportionate sales during Wnter Storm Ui or cost
16 during Wnter Storm Ui, did those --
17 MR OPITZ: Judge, |'d object to that. |
18 never said that they were causing residential or SGS
19 were causing disproportionate sales.
20 JUDGE CLARK: Can you rephrase, M. Keevil
21 MR, KEEVIL: He was conparing one to the other
22  tal king about costs throughout his cross-exam nation of
23 M. Lutz. | saidif he's asserting that residential
24 smal | SGS cause disproportionate costs. That's exactly
25 what he was saying throughout.
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MR OPITZ: Your Honor, | didn't say

di sproportionate. The costs that they caused are the
costs that they caused, and that's what | was getting at
t hroughout ny testinony. | don't think I ever said
di sproportionate.

JUDGE CLARK: M. Keevil, can you use a
di fferent word?

MR KEEVIL: Sure.
BY MR KEEVI L:

Q Conparatively large sales during Ui, did
those customers, the small general service and
residential, did those custoners contribute nmore or |ess
revenue than LPS and LGS custoners per kW?

A Per kWh. The residential and smaller
custoners generally pay nore per kWi than industrial or
| arger customers, correct.

Q So they woul d have paid nore during the period
of Uri as well?

A On a per kW basis, yes.

Q Now, M. Lutz, do you understand or is it your
under st andi ng that MECG believes that the costs at issue
in this case should be allocated to custoners as the
costs would be allocated in a general rate case?

A |'mhesitating at the word costs. | think

they' re asking about revenue -- or recovery, the
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recovery be allocated. Is that a fair --

Q Let me try this. Wuld you agree that -- or
is it fair to generally characterize the costs at issue
in this case as fuel expense and net purchased power
expense?

A Yes, | would agree with that.

Q Ckay. In your experience, how woul d fue
expense and net purchased power expense be allocated in
a general rate case?

A On an energy basis.

Q Are the costs at issue, the fuel expense and
net purchased power, are those costs what a class cost
of service expert would call capacity costs when doing a
class cost of service study?

A Ask that one nore tinme for ne, please.

Q Sure. Are the costs at issue what a class
cost of service expert would call capacity costs when
doing a class cost of service study?

A No, | would not agree with that.

Q In the pending rate case, | believe it's
ER-2022- 0130 --

A Correct.

Q -- how did Evergy Mssouri West allocate fue

expense and net purchased power expense?

A On an energy basis.
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Q In that rate case, did MECG s Wtness Mini

adopt the sane allocation of fuel expense and net
pur chased power expense on | oss adjusted energy sal es?

A | think she accepted the study nore
holistically but in effect, yes.

Q | f fuel and purchased -- excuse me -- if fue
expense and net purchased power expense go through the
fuel adjustment clause, they' re going to go to custoners
on the basis of |oss-adjusted energy sales, correct?

A Correct.

Q Ckay. And | think you just testified that
It's your experience that if they go through a general
rate case they're going to get allocated to the classes
on the basis of |oss-adjusted energy sal es?

A On an energy basis, yes.

Q M. Opitz tal ked about class allocations and
al l ocations under the statute. Wuld you agree that
under the Conpany and Staff approach the securitized
bal ance and associ ated costs are inplicitly being
allocated to the classes on the basis of projected
| oss-adj usted energy consunption?

A Yes.

Q And if the Comm ssion was concerned with the
| anguage that M. Qpitz has tal ked about fromthe

statute, is it fair to say that the same result as the
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Conpany and Staff approach could be obtained by stating

in the Comm ssion's order that the securitized bal ance
and associated costs are allocated to the classes on the
basis of projected |oss-adjusted energy consunption and
that true-ups should be conducted on a systemw de
basi s?
A Sorry. Could you read that one nore tine.
Q Sure. Is it fair to say that the same result
-- let me back up. [If the Conm ssion is concerned about
the language fromthe statute that M. Qpitz has
discussed, is it fair to say that the sanme result as the
Conpany and Staff approach could be obtained by stating
in the Conmssion's order that the securitized bal ance
and associated costs are allocated to the classes on the
basis of projected |oss-adjusted energy consunption and
that the true-ups shall be conducted on a systemw de
basi s?
A Yes, | would agree with that.
MR, KEEVIL: Thank you, Judge. No further
questi ons.
JUDGE CLARK: Any cross from Public Counsel ?
MS. VanGERPEN. No questions, Your Honor.
JUDGE CLARK: Thank you. Any questions from
t he Conm ssioners? | hear none.

| have a few questions fromthe bench.
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BY JUDCGE CLARK:

Q In your surrebuttal you indicate that Evergy
Is not in conplete agreenent with Staff Wtness Sarah
Lange on howto treat |ate and partial paynments.

A Yes.

Q Wul d you briefly, to the best of your
know edge, explain to me how Staff is proposing to treat
| ate and partial paynments?

A It's my understanding that Staff is attenpting
to take into consideration the cold weather rule and its
provisions in their proposal. And in doing so it
established a variation in the approach dependi ng on
whet her or not the custoner was affected by that statute
or that rule. So it set up a situation where we had to
determ ne the condition of the custoner, the
relationship to the time and the cold weather rule in
appl ying the paynent al gorithns.

Q Now, you said you're not in conplete
agreenent. \What part of Staff's proposal do you agree
wi th?

A We're confortable with establishing a process
to accommodate the cold weather rule, but it's the act
of changing and variating -- introducing a variation

t hroughout the year that we're trying to avoid. W
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woul d i ke to stay with a consistent process throughout

the periods so that we do not introduce that conplexity
of recovery that mght fluctuate fromnonth to nonth

In our settlenment |anguage, that's where we came to was
| anguage that established a fixed process for the entire
year.

Q You' ve kind of covered this alittle bit.

What parts, and it sounds |like a part, what parts of
Staff's proposal for late and partial payments do you
di sagree with?

A Maybe | m sanswered the first question. |
think that they're intertwned. | think that it's that
el enent of changing the paynent through the year that we
di sagreed with and so we sought to establish a fixed
approach for the entire calendar year. So forgive ne.
| may have m sanswered on one of those.

Q No, | think you did. | just was trying to see
I f there was nore there.

A No, not really. | nmean, it's a fair point
around the treatnent of the cold weather rule and in our
view it was not a significant concern but certainly
sonet hing we needed to address. And so finding a
settlement point that allowed us that consistency but
al so addressed the concerns around col d weat her was kind

of awn-winin the settlenent.
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Q (kay. Qutside of the settlenent, does Evergy

have a proposal with how to address the parts of Staff's
proposal it doesn't agree with?

A Yeah, and it was offered in ny surrebuttal.

Let me see if | can give you a reference on that. It
woul d have been on page 5 of ny surrebuttal is where we
woul d have | aid out our position on that matter.

Q Wuld you briefly go over that with ne?

A Yes. Allownme to refresh ny nenory on that as
well. | worked with M. Gunmmi g on that approach. |
want to make sure that | get it right. Let's see. |'m
struggling to figure out exactly how to express this.
Wul d you repeat your question, please?

Q In regard to not taking into account the
result that's part of the stipulation, in regard to
addressing the parts of Staff's proposal that you
di sagree with, how do you address that?

A | believe that our proposal is just around
fixing the approach for that cal endar year back to that
poi nt that again our position was not necessarily
against the application of a cold weather rule into the
process but just that we did not want it to vary. So
our position absent the stipulation was simlar to where
we ended up in the stipulation which is to fix the

process for the cal endar year.
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Q And excuse nme. \Wat do you nean fix the

process for the cal endar year?

A Meaning not to fluctuate from one nethod
during a cold weather period and into another when we
exit the cold weather period. It establishes the sane
process for all months of the year.

Q And how does that consider the cold weather
rul e?

A By adopting the cold weather rule approach for
all nonths of the year.

Q Thank you for clarifying. 1In your surrebutta
you al so say that you agree with Staff's testinony
regardi ng the non-bypassabl e nature of the securitized
utility tariff charge in relation to net netered
customers; is that correct?

A Yes, correct.

Q And woul d you explain to ne how the security
-- or how the securitized utility tariff charge would

apply to net netering custoners whose net enerqgy

production exceeds -- produced exceeds their net energy
consumnmed?
A | believe in that exanple both in the

testinony of Sarah Lange and in ny testinmony in the
tariff that we provided for that | think that we

identified that the charge would not apply or it would
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not be -- well, doggone it. Let me double check that.

So in the case the SUTC, the securitized utility tariff
charge shall not be credited against the net netered
account if the net energy produced exceeds the enerqgy
consunmed for that nonth.

Q How do you rationalize that with the
non- bypassabl e nature of the securitized utility tariff
charge?

A The key is the word credited, because | think
what we're setting up in this scenario is a situation
where the custonmer is producing nore, is putting in a
sense negative kWhours maybe is nmaybe a way of saying
it. Mithematically the securitized charge would al so be
applied to a negative amount and in a sense beconme a
credit and we wouldn't want to do that. W wouldn't
want to introduce that in that way. So the charge woul d
just not occur there.

Q So in actuality the result would be that it is
a bypassable if they're not being charged that and
you're not collecting it fromthem is that correct?
Maybe | phrased that wong.

A No, | can see your point. Because of the way
the charge is applied on a kW basis, these custoners
are not in effect consumng kWhours. So | woul d maybe

say it in that way if that helps. It's not that they're
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bei ng bypassed. [It's not that they're incurring the
billing determnant that woul d cause the charge to be
appl i ed.

Q Ckay. Now, in your -- As we've kind of gone
over in your surrebuttal, you switch positions from your
direct testinony to agree with Staff's application --

A Correct.

Q -- or proposal to use |oss-adjusted energy
sales to calculate the securitized utility tariff
charge. How do you address the argunents made by MECG
and Vel vet that the allocation of the SUTC charge
t hrough | oss-adj usted energy sales disproportionally
affects larger custoners?

A VWhen consi dering --

Q Maybe | shoul d not use the word
di sproportionally. Largely affects |arger custoners.

A Right. For ny purpose | was not -- | don't
want to say | was ignoring it but it was not the driving
factor in choosing the allocation nethod. | was not
necessarily focused on the inpact to any custoner group
relative to that but instead was just trying to better
align the allocation method with the cost causation. |
felt that that was the nore inportant aspect and that in
a sense the results would be just mathematically what

they are. | wasn't trying to take into account any
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speci al consideration for one group over another.

Q W1l new custoners who take service after the
securitized utility charge goes into effect have to pay
that charge?

A Correct, yes.

Q Are there any type or class of custoners that
woul d be exenpt from paying that charge after it goes
into effect?

A No. Only the Nucor exenption is the only one
that 1'maware of.

JUDGE CLARK: Thank you. | have no further
questions at this point. Are there any recross based
upon bench questions? |'Il just go through the |ist
here. Any recross from Vel vet?

MS. BELL: Yes, Your Honor.

THE WTNESS: Thank you.

RECROSS- EXAM NATI ON
BY M5. BELL:

Q M. Lutz, |'ve handed you Section 393. 1700.
Are you famliar with that?

A | am

Q And that's the securitization statute,
correct?

A It is.

Q I've highlighted subsection 2(3)(c)h. Do you
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see that section?

A | do.

Q Can you read it?

A How securitized utility tariff charges will be
al l ocated anong retail custoner classes. The initial
all ocation shall remain in effect until the electrica
corporation conpletes a general rate proceeding, and
once the comm ssion's order fromthat general rate
proceedi ng becomes final, all subsequent applications of
an adj ustment nmechani smregarding securitized utility
tariff charges shall incorporate changes in the
al l ocation of costs to custoners as detailed in the
comm ssion's order fromthe electrical corporation's
most recent general rate proceeding.

Q You woul d agree that this section requires
al l ocation by class, correct?

A No.

Q Ckay. You would agree then that the statute
requires that the allocation be adjusted in future
cases, correct?

A Yes. Ask that one nmore tinme. |'msorry.

Q You woul d agree that the statute requires the
allocation to be adjusted in future cases, correct?

A Sorry. |'mjust trying to make sure that it

was absol ute because | think you said nust. Shal
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i ncorporate, yes, | would agree.

Q And you woul d agree that under your
surrebuttal proposal every custoner regardl ess of class
pays the sane rate?

A No. Every custoner regardl ess of class pays

the same SUTC rate?

Q Correct.

A No.

Q l gnoring the | oss adjustnent factor

A ' mnot sure how to do that.

Q If | ama custoner in LPS versus LGS and |
take service at the sane level, |I'd be paying the sanme
rate?

A You' d be paying based on your voltage as
opposed to the class. You wouldn't be charged the sane
rate. Al customers won't be charged the sane rate, but
simlarly situated custoners froma voltage perspective
woul d pay the sane rate. It's not all the same. There
are four differentiations. There's secondary, primry,
substation and transforner -- or transmssion, sorry,
and custonmers within those categories would pay the same
rate.

Q Regardl ess of class, correct?

A Correct, yes, | would agree with that.

Q Ckay. I'mgoing to read the first part of h
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again. |t says how securitized utility tariff changes

wi Il be allocated anong retail classes.

A Yes.

Q And I'mgoing to ask again this section
requires allocation by class, correct?

A No, | don't read it that way.

Q Ckay. You woul d agree that before the
securitization statute an AAOis one way to handle the
W nter stormcosts, correct?

MR KEEVIL: Judge, |I'mgoing to object. |
think this is way beyond the scope of bench questions.

JUDGE CLARK: Vel vet response?

MS. BELL: Your Honor, if | could continue ny
line of questioning, it gets to how M. Lutz interprets
the statute and what's required under the statute and
the conparison of the AAO statute versus how his
proposal conplies with the statute here.

JUDGE CLARK: Say that again, please. You
want to draw a conparison between how an AAO -- how
charges woul d be applied under an AAQO?

MS. BELL: Correct.

JUDGE CLARK: As long as we don't go too far,
|'mgoing to go ahead and all ow you to ask the questi on.
It will be overruled.

MS. BELL: It will be quick, Your Honor.
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BY Ms. BELL:

Q So an AAO fol l ows cost causation principles,

correct, M. Lutz?
MR KEEVIL: I'mgoing to object to that.
That's just a mscharacterization of an AAO AAO s not
even a rate design methodology. AAOis nmerely an
accounting deferral.
JUDGE CLARK: That will be sustained.

BY Ms. BELL:

Q Wul d you agree that Section 393.17 shoul d
al so follow cost causation principles?

A What section?

Q 393.1700, the statute that you are | ooking at.

A Yes.

Q And how much of Wnter Storm Ui costs were
caused by Vel vet?

A None.

Q And under your proposal which you now endor se,
or it's the Staff FAC nmethod which you now endor se,
Vel vet woul d pay in excess of $2.8 million for a storm
in which it had no cost causation, correct?

A Yes, but | would be careful that there's sone
liberties being taken with the concept of causation,
because | think what you're trying to do with that

exanple is to single out a custoner's behavi or when in
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the purpose of allocation you' re |ooking at the cost

type and the driver for that cost category. You're not
| ooking at individual custoner elenments withinit. So
for exanple, if 1"'mdoing a capacity allocation, |I'm not
| ooki ng at the behavior of individual custoners but
Instead |I'm | ooking at ny coincident or noncoi nci dent
peaks for a period. You're | think conflating the word
causation inappropriately there between those views.
The statute is not seeking to reflect the behavior of
I ndi vi dual customers when it seeks cost causation.
think we're | ooking at what are the general drivers of a
cost as opposed to behaviors of individual custoners.

MS. BELL: No further questions, Your Honor.

JUDGE CLARK:  Any recross from Nucor?

MR, ELLINGER: No questions, Judge.

JUDGE CLARK: Any recross from MECG?

MR OPITZ: No, thank you, Judge.

JUDGE CLARK: Any recross fromthe Conm ssion
Staff?

MR, KEEVIL: No questions, Judge.

JUDGE CLARK: Any recross fromthe Ofice of
the Public Counsel --

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK: -- which | don't believe had a

cross initially. Redirect, Evergy?
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MR. FI SCHER: Thank you, Judge. Just a few.

REDI RECT EXAM NATI ON
BY MR FI SCHER:

Q Let's clarify one of the areas that the Judge
asked about and that was the partial paynents area of
inquiry. Do you recall those questions?

A | do.

Q Just to make it clear, is it your
under standi ng that our stipulation that we have filed
with the Staff and Public Counsel addresses that issue?

A |t does, yes.

Q And it has taken that issue off the table so
to speak because we have all agreed on how we woul d
recommend that the Conmi ssion deal with that issue; is
that right?

A Correct.

Q And to your know edge, has any other party
opposed that position?

A Not to ny know edge.

Q Ckay. Thanks. In answer to M. Qpitz,
bel i eve you indicated that the Conpany's proposed mnethod
In your surrebuttal testinony, which | think has been
characterized as an energy allocator or sonetinmes an FAC
met hod, was not a significant deviation from cost

causation, or he suggested | believe that it was and |
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bel i eve you nay have indicated otherwise; is that right?
A Yes.
Q Wiy do you believe that?
A If you | ook at the original allocation that we

used in our direct, it's based on revenue, and that
revenue i s inclusive of energy but in retrospect and
after further consideration it's also inclusive of other
costs. So in our view, ny view, the energy allocation
Is a cleaner delineation of that causation.

Q And | believe Staff counsel asked you about
how al [ ocation of purchased power or net purchased power
expense woul d typically be done in a class cost of
service study?

A Yes.

Q Do you recall that?

A | recall that, | do.

Q Dd you indicate that that would typically be
done on a sales or energy basis?

A Energy basis, yes.

Q Does that go to your point about cost
causation?

A Yes. | nmean, the choices that are made in a
cl ass cost of service study process are seeking to
identify that cost causation for that cost category in

al l ocating costs, yes.
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Q And | believe in answer to his questions you

i ndicated that many of the Storm Ui costs were in
ef fect purchased power costs that we're dealing with in
this case?

A Yes.

Q Now, if you were dealing with some other Kkind
of cost in some other securitization situation, would
you m ght propose a different method of allocating those
costs?

A Absol utely, absolutely. You would want to
examne what it is that's being sought and | ook for
I ndicators of what its causation would be. So you know,
if it were nmaybe a generating plant, there could be
consi deration of an allocation nethod around capacity.
That could be part of it, because that generation plant
provi des capacity in its operations. So that's just an
exanpl e.

Q Wul d that also reflect cost causer
principles?

A Yes.

Q Ckay. And | Dbelieve there was sone questions
regardi ng Section 393.1700 and whether that statute in
your opinion required that costs be allocated to
custoner classes. Do you recall those questions?

A | recall that, yes.
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Q And | believe you indicated that you did not

agree with that. Wy did you not agree with that?

A Right. The step of requiring it to be two
classes to nme would require nuch nmore direct |anguage in
the statute. As | read the section, it refers to the
customer classes but in alnost a way that is referring
to just the custoners. |'mnot seeing any |anguage, any
modi fiers, anything around the word class that dictates
that class nust be the basis. [It's just not there.

Q Do you believe that that section of the
statute mandates the specific allocation method that
must be used by the Public Service Conm ssion?

A No.

Q | believe M. Qpitz also pointed out that you
have changed your position in your surrebuttal testinony
to agree with the Staff's position; is that correct?

A Correct.

Q Wul d you explain to the Conm ssion why you
deci ded that was appropriate?

A Yeah. Part of it, you know, |'ve spoken to it
alittle bit before in the earlier redirect here is that
the energy allocation is nore precise than the revenue
al l ocation that we used in the direct which naybe in
some manner coul d have been considered nore of a generic

al l ocation. Revenue allocation is used frequently for
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purposes in riders and such; but as you exam ned the Uri

costs, tonme it's clearly related to energy. So
support the position that Wtness Lange took on that
mat ter.

Q Have you al so reviewed the position statenent
of the Public Counsel's office?

A Yes.

Q Are you aware what position they take on this

I ssue?
A | believe so.
Q Wul d you expl ain what your understanding is?
A On the Public Counsel position?
Q Yes.
A Let me see. | mght have to retract that.
Q | can make it easier

A Pl ease do. | was thinking of MECG when |
answered. |'msorry.
JUDGE CLARK: Go ahead.
THE WTNESS: | was conflating.
BY MR FI SCHER:
Q ' m handi ng you the Ofice of the Public
Counsel 's position statement. |'ve highlighted that
ar ea.
A Ckay. Yeah, it appears that it's in line with

the Staff method as well on | oss-adjusted energy based
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sal es.

Q Thank you.

A Forgive ne for forgetting that.

Q And referring back to that statute, do you
believe that that nmethod is consistent with that
statute?

A Yes, | do.

Q There was al so a question about | think Velvet
Tech not having been on the systemduring Storm Uri?

A Yes.

Q Does that statute in your mnd dictate how a
customer |ike that woul d be handl ed going forward?

A Yeah. | nmean, yes, | think that the
non- bypassabl e el ements and the recovery |anguage is
pretty clear that all custonmers after the charge is
established will see that appear on their bill on the
basis that is set, you know, by the financing order and
by the Conm ssi on.

Q Does the nethod that was suggested by Staff in
their testinony have any advantages relating to anything
like rate switchers?

A Yes. Both rate switchers and another instance
that Staff brought up about new rates that m ght be
I ntroduced between general rate proceedings, by using

the voltage nmethod it alleviates those problens.
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Custoners that either nmove or nove within the rate

classes or are introduced as a newrate would fit in one
of those voltage levels. So it does make future
adm ni stration nore easy than using a traditional class
appr oach.
Q And is it your understanding the Conm ssion in
a future rate case could change the allocation nethods?
A Yes.

MR FI SCHER: Judge, that's all the questions
| have. Thank you very nuch.

JUDGE CLARK: M. Lutz, you can step down.

MR, LUTZ: Thank you.

(Wtness excused.)

JUDGE CLARK: It's now 2:36. |'mjust going
to ask right now, next witness is Hardesty, right? Does
anyone have substantial questioning or |engthy
questioning for Ms. Hardesty?

MS. VanGERPEN. The OPC does.

JUDGE CLARK: Ckay. Then | think that this is
probably as good a tinme to take a short break as we're
going to get. So why don't we all come back at three
o'clock. We'll be in recess until 3:00 and we'll go off
the record.

(Recess 2:36 p.m until 3:00 p.m)

JUDGE CLARK: Let's go back on the record.
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Evergy, you may call your next w tness.

MS. WH PPLE: Thank you. Call Melissa
Har desty.

JUDGE CLARK: Would you raise your right hand
to be sworn.

Do you solemly swear or affirmthat the
testinony you are about to give in this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy.

Ther eupon:
MELI SSA HARDESTY,

having been first duly sworn, was examned and testified
as follows:
DI RECT EXAM NATI ON BY MS. WHI PPLE

Q Please state your name for the record.
Mel i ssa Hardesty.
VWho i s your enpl oyer?
Ever gy.

What is your position there?

> O > O »F

Senior Director of Taxes.

Q Did you prepare surrebuttal testinmony in this
case which has been marked as Exhibit 57?

A. | did.

Q Do you have any corrections to your
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surrebuttal testinony?
A No.
Q If I were to ask you the questions in that

surrebuttal testinony, would your answers be the sanme?
A Yes.
Q And are those answers true and correct to the
best of your know edge and belief?
A Yes.
MS. WH PPLE: Judge, | would offer Exhibit 5
to be admtted, please.
JUDGE CLARK: Any objection to admtting
Exhibit 5 onto the hearing record? Exhibit 5is
admtted onto the hearing record.
(COVPANY EXHI BI T 5 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI' S RECORD. )
M5. WH PPLE: And we will tender the w tness
for cross-exam nation.
JUDGE CLARK: Any cross-exam nation by Velvet?
MS. BELL: No, Your Honor.
JUDGE CLARK:  Any cross-exam nation by Nucor?
MR, ELLINGER: No questions, Judge.
JUDGE CLARK: Any cross-examn nation by MECG?
MR OPITZ. No, thank you, Your Honor.
JUDGE CLARK: Any cross-exam nation by the

Comm ssion Staff?
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MR, KEEVIL: Yeah, just very briefly. Very

briefly, Judge.
CROSS- EXAM NATI ON
BY MR KEEVI L:

Q M. Hardesty, were you in the hearing room or
wat ching on the internet for the opening statenents?

A | was in the room

Q You were in the room So did you see page 1
of Ofice of the Public Counsel's opening statenent
presentation on what they called True Cost
Det er m nati on?

A. | did.

Q Do you agree with that presentation?

A There are many aspects of it which | did agree
with. However, there appears to be several factors that
are mssing on the schedule. | did agree that the
financing woul d not be considered a gain on the transfer
of the asset to the special purpose entity. However, it
appears to be mssing the fact that when the revenues
are collected in order to pay back that bond financing
the utility wll pick up that income and pay taxes on it
at that time under the IRS revenue procedures. |t
states both portions of that in Revenue Procedure
2005- 62.

Q Ckay. Basically, can you summarize that for a

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

Page 229
dunb attorney? Does that mean -- Does the

securitization charge revenue received by Evergy West
will be taxed or will not be taxed?

A So when the costs were incurred, it was able
to take a tax deduction. So it got a tax deduction on
the return. W did not take a deduction for book
purposes. So it created a timng difference which
created deferred taxes which are sitting on M ssouri
West's books. It's a deferred tax liability.

VWhen the financing occurs and we transfer that
deferral over to the special purpose entity, the IRS
revenue procedure says that sale of that asset to the
speci al purpose entity is not taxed. So we do not have
to pay any taxes when it receives cash fromthe
financing or the sale to the special purpose entity.

However, when the revenues are collected at
the special purpose entity, the non-bypassabl e charge,

t hose revenues, the Conpany has to pick up that revenue
on Mssouri West's taxable incone and pay the deferred
tax liability as it's collected back to the IRS. So
deferred taxes reverse as those revenues are coll ected.

MR KEEVIL: kay. Thank you. That's all
have, Judge.

JUDGE CLARK:  Any cross-examnation fromthe
O fice of the Public Counsel?
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MS. VanGERPEN: Yes, Your Honor.

CROSS- EXAM NATI ON
BY Ms. VanGERPEN:

Q Ms. Hardesty, would you turn -- Do you have a
copy of your surrebuttal testinony?

A | do.

Q Coul d you | ook at that. Okay. Wuld you
pl ease turn to page 3. Referring to lines 3 through 5,
you woul d agree with ne that Evergy M ssouri West
received a tax deduction when it incurred the fuel costs
related to Storm Uri?

A That's correct.

Q |f we assune that those costs are securitized,
and no one here is arguing that they shouldn't Dbe,
Evergy M ssouri West will recover the fuel costs related
to Storm Ui through the proceeds fromthe securitized
bonds?

A That's correct.

Q So now |'d like to turn your attention to line
4 of your testinmony there on page 3. You woul d agree
with ne that Evergy Mssouri West will not pay taxes on
t hose bond proceeds; is that correct?

A VWhen the bonds are issued, it will not pay
taxes at that tinme.

Q Ms. Hardesty, would you agree with me that
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Evergy Mssouri West will not repay the tax deduction

that it received for the Storm Ui fuel costs?

A It does not have to repay the tax deducti on.
It will have to pay taxes when the non-bypassabl e
charges are collected.

MS. VanGERPEN. Could you give nme just a
moment, Judge.

JUDGE CLARK: Take your tine.
BY MS. VanCGERPEN:

Q Ms. Hardesty, | just want to clarify what you
just said there. Is it Evergy Mssouri Wst or the SPE
who wi Il be paying those taxes?

A VWhen the financing occurs at Mssouri West,
the gain that would otherw se be taxable is deferred.
So it's not taxed at that tine. The SPE will get
revenue and will pay taxes, but Mssouri West has to
pick up the revenues and reverse -- basically pick up
the gain on Mssouri West at that tine. So the IRS
revenue procedure is favorable to the taxpayer because
It does not have to pick up the incone upon the
financing or upon the bond issues. It does have to pick
up the -- It doesn't pick up the revenues per se, but it
has to reverse that deferred tax liability as the
revenues are collected onits tax returns in accordance

wi th Revenue Procedure 2005-62.
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Q Sol'dlike to shift gears just a little bit.

Ms. Hardesty, you tal ked about the SPE. Moving on

MS. VanGERPEN. Your Honor, | plan to discuss
393.1700, the statute. | don't intend to offer that as
an exhibit, but it's just a printout of the statute
Itself, but | have brought a paper copy for everyone, so
' mgoing to pass that out now.

JUDGE CLARK: o ahead.

MS. VanGERPEN: Judge, | did want to clarify
as well that it is just the first part of the statute
through the definition of Special Contract. So it's not
the full printout of the statute.

JUDGE CLARK: Ckay. Thank you.

BY MS. VanCGERPEN:

Q So Ms. Hardesty, getting back to that, | want
to direct you to the definition of Financing Costs which
I's in subsection (8) of the definitions section, and |
believe that is page 2 of the handout that | just handed
out .

|'d like to direct your attention specifically
to subsection (d) of the definition and it says any
taxes and |icense fees or other fees inposed on the
revenues generated fromthe collection of the
securitized utility tariff charge or otherw se resulting

fromthe collection of securitized utility tariff
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charges, in any such case whet her paid, payable, or

accrued. You agree that | read that correctly, right?

A | believe so.

Q Now | want to shift to the definition of
Securitized Uility Tariff Charge which is at subsection
(16) and that's on page 3 of the printout. You would
agree that the first part of this definition reads the
anmount s aut horized by the conmi ssion to repay, finance,
or refinance securitized utility tariff costs and
financing costs and that are, except as otherw se
provided for in this section, non-bypassable charges
I mposed on and part of all retail custonmer bills; is
that correct?

A | believe that's what's there.

Q So you woul d agree with nme that the taxes owed
by the SPE on the revenue collected fromcustonmers to
repay the bonds will itself be collected fromcustoners

t hrough a charge on the custonmers' bills; is that

correct?
A | believe the anount that we will put on the
bill will include the taxes for the SPE, correct.
MS. VanGERPEN. No further questions, Your
Honor .

JUDGE CLARK: Any questions fromthe

Comm ssi oners?
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CHAI RMAN SI LVEY: No questions, Judge.

JUDGE CLARK: Thank you, Chairman. | have
just really one question.

QUESTI ONS
BY JUDGE CLARK:

Q Do you have a copy of Ms. Bolin's surrebuttal ?

A | actually do not have that with ne.

Q | think we can do it without it. In response
to Data Request 96 regarding special purpose entity
I ncome taxes, Ms. Bolin states that Staff's
understanding is that these taxes will not be charged to
Evergy M ssouri West retail customers in future rate
cases or other regulatory proceedings. Do you agree
with that statenent?

A | do agree in future rate proceedings the
taxes will not be included in the revenue requirenent,
but the reason we've included themhere is because the
costs will be repaid by the Conpany and those deferred
taxes will remain in rate base as a reduction to rate
base until they're ultimately paid back to the
gover nnent .

JUDGE CLARK: (Ckay. Thank you. That's ny
only question. Any recross based upon Conm ssion
questions? Vel vet.

MS. BELL: No, Your Honor.

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




Judge John d ark
August 02, 2022

© o0 ~N oo o B~ W N B

N I R R S I - T N e e e e N e
ga A~ W N b O © 00 N oo 0o M W DD -+ o

Page 235
JUDCE CLARK:  Nucor.

MR, ELLINGER: No questions. Thank you,

Judge.
JUDGE CLARK:  MECG
MR OPITZ: No, thank you, Judge.
JUDGE CLARK: Staff of the Conm ssion.
RECROSS- EXAM NATI ON
BY MR KEEVI L:

Q Ms. Hardesty, in response to a question from
Ms. VanCerpen, you said that the Conpany, | believe
Evergy M ssouri West, maybe the special purpose entity,
but would be putting sonmething on the bills of the
custoners that reflected the taxes?

A So the amount that's securitized needs to
include -- So if the revenue conmes in and you have a tax
amount, the taxes in that revenue requirenment is
i ncluded in the anount that's securitized to ensure we
can pay back the bond.

Q But that is included or is that included in
the amount that is the 306.1 under the settlenent?

A It's alittle bit confusing. Under general
rate making principles you have revenue that would be
taxed. And then in order to ensure that you can -- to
get a tax deduction for that anount fromthe custoner

perspective but then you gross it up to get the revenue
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requirement to be able to pay it all. It ends up being

the sane nunber. So we just exclude that tax conponent
fromthe nunber. | believe | have a couple of data
requests that kind of show how that works in some of the
data requests that were requested.

Q I n your responses you nean?

A Yes. The Conpany wll be able to -- if it
gets the full securitized costs wi thout a reduction for
taxes, it wll be able to pay all the taxes of the SPE.

Q And that when you say gets all the full anmount

or whatever, going off the settlenment --

A Correct.

Q - that would be roughly 306.1 mllion?

A Correct.

Q And so it's in there?

A It's in there, yes.

Q Ckay. Thank you

A W don't need additional anounts for that. W

can't reduce the amount, otherwise we will not be able
to. W'Ill have a large wite-off on the financial
statenments if we don't collect the full anmount.

MR, KEEVIL: Nothing further, Judge.

JUDGE CLARK: Any recross from Public Counsel ?

MS. VanGERPEN. Could you give nme just one

moment, Judge.
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JUDGE CLARK: O course.

MS. VanGERPEN. No questions, Your Honor.
JUDGE CLARK: Any redirect from Evergy?
MS. WHIPPLE: Briefly. And permssion to
approach with what we are marking as Exhibit 19.
JUDGE CLARK: Go ahead.
REDI RECT EXAM NATI ON
BY Ms. WH PPLE:

Q Ms. Hardesty, do you recogni ze Exhibit 197?

A | do.

Q Can you please tell us what it is?

A Yes. This docunment is the IRS Revenue
Procedure 2005-62, which tal ks about how the taxability
of securitized funds are done froman |IRS perspective.

Q And is this the revenue procedure that you
referred to in your testinmony | believe in response to
Staff's and OPC s questions?

A It is.

M5. WHI PPLE: At this tine we would nove to
admt Exhibit 19, Your Honor.

JUDGE CLARK: Any objection to admtting
Exhibit 19 onto the hearing record? Exhibit 19 is
admtted onto the hearing record.

(COMPANY EXHI BI T 19 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)
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BY M5. WHI PPLE:

Q Ms. Hardesty, could you please direct us to
the portion of this Revenue Procedure 2005-62, which you
were referring to in your testinony where you indicate
that the taxes are ultimately paid to the governnent?

A So in Section 6 where it says Application .01
Is where it states that the utility wll be treated as
not recogni zing gross incone upon the receipt of a
financing order in part (1) and part (2) won't recognize
based on the recei pt of cash or other val uable
consi deration. Section 6 part .03 tal ks about where the
non- bypassabl e charges are gross incone to the utility
recogni zed under the utility's usual method of
accounting. Basically it states we don't have to pick
up the inconme upon the issuance of the bonds or the
recei pt of the cash but we do have to pick up the income
as the non-bypassabl e charges are incurred or put on the
customers' Dbills.

Q So do you agree that through securitization
t he Conpany is experiencing a permanent tax benefit?

A No.

Q And that's because of this revenue procedure;
Is that right?

A Correct.

MS. WH PPLE: Thank you. No further
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questlons.

JUDGE CLARK: Ms. Hardesty, you nmay step down.

THE WTNESS: Geat. Thank you.

(Wtness excused.)

MR ZOBRI ST: Judge, Evergy would call Larry
Kennedy to the stand.

JUDGE CLARK:  Would you raise your right hand
and be sworn.

Do you solemly swear and affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy, you
may proceed.

MR, ZOBRI ST: Thank you, Judge.

Ther eupon:
LARRY KENNEDY,

having been first duly sworn, was examned and testified
as foll ows:
DI RECT EXAM NATI ON BY MR, ZOBRI ST:

Q M. Kennedy, please state your nane.
Larry Edwi n Kennedy.
And by whom are you enpl oyed?

Concentric Energy Advisors.

O > O P

What is your position?
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A Seni or Vice President.

Q And did you cause to be prepared surrebutta
testinony in this case?
A | was.
Q And that has been prenmarked as Exhibit 10. Do
you have any corrections or additions to the testinony?
A | do not.
Q If | were to ask you those questions, would
your answers be as set forth in Exhibit 107?
A They woul d.
Q Are your answers true and correct?
A They are.
Q And were they given under oath pursuant to a
verification?
A They were.
MR, ZOBRI ST:  Your Honor, at this tinme | would
offer Exhibit 10, it is public only, and tender the
Wi tness for cross-exam nation.
JUDGE CLARK: Any objections to admtting
Exhibit 10 onto the hearing record? Exhibit 10 is
admtted onto the hearing record.
(COVPANY EXHI BI T 10 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI' S RECORD.)
JUDGE CLARK: Any cross-exanination from

Vel vet ?
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MS. BELL: No, Your Honor.

JUDGE CLARK: Any cross-examnination from
Nucor ?

MR, ELLINGER: No questions, Judge.

JUDGE CLARK: Any cross-exam nation from MECG?

MR OPITZ. No, thank you, Judge.

JUDGE CLARK: Any cross-exam nation fromthe
Staff of the Comm ssion?

MR KEEVIL: No questions, Judge.

JUDGE CLARK: Any cross-exam nation fromthe
O fice of the Public Counsel?

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK: | have no questions for you
M. Kennedy. Are there any questions from
Conm ssioners? | hear none. M. Kennedy, you may step
down.

THE W TNESS: Thank you

(Wtness excused.)

JUDGE CLARK: W have reached all of our --
conpleted all of our Tuesday witnesses. So | think it's
probably appropriate at this time to break until
t onor r ow.

MR ZOBRI ST: Judge, that's certainly fine
with Evergy. Qur other two w tnesses who were schedul ed

for tonorrow are here and ready to be heard if the
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Comm ssion is willing to hear them M. Messanore and

M. Reed. M. Reed is fromout of town, but we're at
your disposal.

JUDGE CLARK: Hold on just a nonment. Let's go
ahead.

MR FISCHER: At this tine then the Conpany
woul d call Kayla Messanore to the stand.

JUDGE CLARK: Well, I'mgoing to ask, because
| didn't ask, are there any objections to proceeding on
with Evergy's Ms. Messanore and M. Reed? | see no
obj ecti ons.

Wul d you raise your right hand to be sworn.

Do you solemly swear or affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Pl ease be seated. Evergy.

Ther eupon:
KAYLA MESSAMORE,
having been first duly sworn, was examned and testified
as foll ows:
DI RECT EXAM NATI ON
BY MR FI SCHER:
Q Pl ease state your nanme and address for the

record.
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A Kayl a Messanore, 1200 Main Street, Kansas

Gty.

Q For whom are you enployed and in what
capacity?

A Evergy and I'mthe Vice President of Strategy
and Long- Ter m Pl anni ng.

Q D d you happen to cause to be filed in this
case surrebuttal testinmony which we have marked as
Exhibit 17C and 17P?

A | did.

Q Do you have any changes or corrections that
you need to make to those exhibits at this tinme?

A | do not.

Q If | were to ask you the questions that are
contained in those exhibits, would your answers be the
sanme and are they true and correct to the best of your
knowl edge and information and belief?

A Yes.

MR, FI SCHER: Judge, at this time then | woul d
move for the adm ssion of Exhibit 17C and 17P and tender
the witness for cross-exam nation.

JUDGE CLARK: Are there any objections to
admtting Exhibit 17C and 17P onto the hearing record?
Exhi bit 17C and 17P are admtted onto the hearing

record.
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( COVPANY EXHI BI TS 17C AND 17P WERE RECEI VED

| NTO EVI DENCE AND MADE A PART OF THI S RECORD.)

JUDGE CLARK: Any cross-examnination from
Vel vet ?

MS. BELL: No, Your Honor.

JUDGE CLARK: Any cross-examnination from
Nucor ?

MR, ELLINGER: No questions, Judge.

JUDGE CLARK: Any cross-exam nation from MECG?

MR OPITZ: No, thank you, Judge.

JUDGE CLARK: Any cross-exam nation fromthe
Comm ssion Staff?

MR, KEEVIL: No questions, Judge.

JUDGE CLARK: Any cross-exam nation fromthe
O fice of the Public Counsel?

MS. VanGERPEN. No questions, Your Honor.

JUDGE CLARK: Are there any Conm ssion
questions for this wtness? | hear none, and | have no
questions for this wtness. M. Mssanore, you may step
down.

(Wtness excused.)

JUDGE CLARK: Evergy, you nmay call your next
W t ness.

MR ZOBRIST: W call John Reed to the stand.

JUDGE CLARK:  Would you raise your right hand
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to be sworn.

Do you solemly swear or affirmthat the
testinony you are about to give at this evidentiary
hearing is the truth?

THE WTNESS: | do.

JUDGE CLARK: Please be seated. Evergy, you
may inquire.

MR, ZOBRI ST: Thank you, Judge.

Ther eupon:
JOHN REED
having been first duly sworn, was examned and testified
as foll ows:
DI RECT EXAM NATI ON
BY MR ZOBRI ST:

Q Pl ease state your nane.

A My name is John J. Reed.

Q And by whom are you enpl oyed?

A | am enpl oyed as the Chairman and Chi ef

Executive Oficer of Concentric Energy Advisors.

Q M. Reed, did you cause to be prepared
surrebuttal testimony in this case which has been marked
as Exhibit 18?

A | did.

Q Do you have any changes or corrections to your

testinony?
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A No, | do not.

Q If I were to ask you any -- If | were to ask
you the questions that are set forth in Exhibit 18,
woul d your answers be as set forth in Exhibit 18?
A Yes, they woul d.
Q Are they true and correct and were they
provi ded pursuant to verification or under oath?
A Yes, they are.
MR ZOBRI ST: Judge, at this time | would
offer Exhibit 18 into evidence.
JUDGE CLARK: Any objections to admtting
Exhibit 18 onto the hearing record? Exhibit 18 is
admtted onto the hearing record.
(COVPANY EXHI BI T 18 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI' S RECORD. )
MR, ZOBRI ST: Thank you, Judge. W tender
M. Reed for cross-exam nation.
JUDGE CLARK: Any cross-exam nation from
Vel vet ?
MS. BELL: No, Your Honor.
JUDGE CLARK: Any cross-exam nation from
Nucor ?
MR, ELLINGER: No questions, Judge.
JUDGE CLARK:  Any cross-exam nation from MECG?
MR OPITZ: No, thank you, Judge.
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JUDGE CLARK: Any cross-examnation fromthe

Conmmi ssion Staff?

MR KEEVIL: No questions.

JUDGE CLARK: Any cross-examnation fromthe
O fice of the Public Counsel?

MS. VanGERPEN. W do have sonme questions.

JUDGE CLARK: Please go right ahead.

MS. VanGERPEN. Thank you.

CROSS- EXAM NATI ON

BY Ms. VanGERPEN:

Q Good afternoon, M. Reed.

A CGood afternoon.

Q M. Reed, do you have a copy of your
surrebuttal testimony, | believe it was marked as
Exhibit 187

A | do.

Q On page 14 at line 21 and continuing to page
15, line 4, you cite excerpts fromthe guidelines
proffered by the National Regulatory Research Institute.
Do you see that?

A | do.

MS. VanGERPEN.  Your Honor -- | apol ogi ze,
Your Honor. Your Honor, | would like to mark as
Exhibit, and | think this is our first exhibit, so
Exhi bit 200 the National Regulatory Research Institute
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report entitled The Prudent Investnment Test in the
1980s, and I'll hand those out now. And before | hand
those out, | did want to let you know, Your Honor, this

Is a report that's approximately 200 pages long. So
what | have printed for everyone today is the cover page
t hrough the Executive Summary and that is what we'll be
asking to be admtted into the record. W do have a
full copy available if the Comm ssion would like to see
t hat .

JUDGE CLARK: Your questions are only going to
be in reference to the parts you're offering, right?

M5. VanGERPEN: That is correct, Your Honor.

JUDGE CLARK:  Thank you.
BY M5. VanGERPEN:

Q M. Reed, have you had a chance to | ook at the
document that | handed to you?

A Very briefly, yes.

Q Wul d you agree that this docunent is the
cover page and Executive Summary of the report that you
cited?

A Yes, it appears to be.

Q The portions to which you cite appear in the
second full paragraph on page iv which is page 4 in
smal | Roman nunerals. Turning to the previous page,

which is actually iii, page 3 in small Roman nunerals,
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you woul d agree -- On the very bottom of the page, you

woul d agree with ne that it reads in these areas of |aw,
the concept of prudence protects the rights of

i ndi vidual s not in control of investnent decision
making. It does not require perfection in decision
maki ng but does require, for exanple, avoidance of

del i berate exposure to substantial risk where the

i ndividuals not in control could suffer financially.

Did | read that correctly?

A | think you did.

Q Turning now to page iv, page 6 in snall Roman
nuneral s?

A |"'msorry. Didyouiv?

Q Yes.

A At page 4 in Roman nuneral s?

Q | apol ogize. |'msorry, Your Honor, | think
it's the reverse of that. It is. It is vi, page 6 in
smal | Roman nunerals. In the second full paragraph, you

woul d agree that it states the concept of prudence
provides the Conmssion with a principle that does not
necessarily require an "all" or "nothing" decision in
favor of one side, but can allow sone sharing of the

ri sks between investors and ratepayers. Did | read that
correctly?

A Yes. It continues with additional statenments
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In that sane paragraph.

Q |"msorry, sir. | don't want to cut you off.
| was just asking if | read that sentence correctly.
A | think you read that sentence correctly.

MS. VanGERPEN. Thank you. Your Honor, |
woul d like to offer OPC s Exhibit 200 for adm ssion into
the record.

MR, ZOBRI ST: No objection.

JUDGE CLARK: Any objections to admtting
Exhi bit 200 onto the hearing record? Exhibit 200 is
admtted onto the hearing record.

(OPC EXH BIT 200 WAS RECEI VED | NTO EVI DENCE
AND MADE A PART OF THI S RECORD.)

BY MS. VanCGERPEN:

Q Now, M. Reed, turning back to your
surrebuttal testimony, can you please turn to page 17.

A Yes, | have that.

Q On lines 10 to 13 you nmake the argunent that
Ms. Mantle asserts that to be prudent a utility nust
meet the market in every hour of every year. Do you see
t hat ?

A | do.

Q | see that you are citing to Ms. Mantle's
Wi t epaper on Resource Planning of a Vertically

Integrated Wility in the RTOWrld that's attached to

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




Judge John d ark
August 02, 2022

_ _ ) _ Page 251
her rebuttal testinmony in this case; is that correct?

A |s that her Exhibit R-27?

Q | believe so, yes.

A Ckay, Yyes.

Q Let's turn to Ms. Mantle's \Witepaper to see
what she actually says. Do you have a copy of Ms.
Mant | e's Wiitepaper with you?

A "' mnot sure | do.

MS. VanGERPEN.  Your Honor, may | approach
with a copy of Ms. Mantle's \Witepaper?

JUDGE CLARK: (o ahead.

MS. VanGERPEN. Thank you. And Your Honor, as
| mentioned, that Witepaper is attached to Ms. Mantle's
rebuttal testinmony in this case and the OPC wl | be
offering Ms. Mantle's testinmony when she takes the
stand. So | have not handed copies to everyone el se at
this time.

BY MS. VanCGERPEN.

Q M. Reed -- actually one nonment, Your Honor.

M. Reed, turning to page 6 starting under the
headi ng LSE Types and the subheading Type 1. Prudent
Uility, you would agree with me that it reads the
resource planning objective of the prudent utility is to
meet its custoners' |oads 8,760 hours of the year at a

reasonabl e cost that mnimzes risks and val ues
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flexibility across a variety of various futures--sone of

whi ch include extrene nmarket prices. |Its resource

pl anning objective is to be able to provide generation
required by its customers every hour at a cost bel ow
market prices. You would agree with ne that | read that
correctly, correct?

A | think so, correct.

Q Based on that statement, those statements, you
agree with ne that Ms. Mantle does not say that a
prudent utility nmust actually meet the nmarket but rather
that it is a prudent utility's objective to plan to neet
custoners' needs?

A No, that's not correct.

MS. VanGERPEN. One nonent, Your Honor. (Ckay.
Movi ng on.
BY MS. VanCGERPEN.

Q Now | et's ook at Ms. Mantle's rebutta
testinmony. Do you have a copy of that with you?

A | do.

Q So could you please turn to page 10 at line
22. On that page at line 22 and continuing until page
11 at line 12, you would agree with ne that it reads:

Question. Are you saying that to be
consi dered prudent Evergy West shoul d have generating

resources to satisfy its custonmers' |load at all tines
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including all extreme events?

Answer. No, there's no way to accurately plan
for all extreme circunstances. Adding generation
resources should be a bal ance between cost and
reliability. Wile economcs is inportant, so is
| ooking at the probability custonmers will be w thout
energy. A proper balance in the resource planning
process will mtigate any volatility in the energy
market. Evergy West has nmade the assunption inits
resource planning that because it is a nenber of SPP it
does not need to add di spatchabl e resources or even have
enough resources to neet its forecasted peak | oad that
I's based on normal weather. It is depending onits
custoners al ways having energy avail able to them because
It assunes that it can always get energy from SPP. The
strategy pushes market price and volatility risk upon
Its custoners. Storm Ui exposed the cost of those
ri sks. Now Evergy West is asking the Conm ssion to nmake
sure that its custoners not only pay for the cost of
this strategy but also pay a weighted average cost of
capital on that return -- or capital return on that
cost. Wuld you agree with ne that | read that
correctly?

A | think you did.
Q Based on this, you would agree that Ms. Mantle
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clearly did not argue that to be prudent a utility has

to neet its custoners' needs with its own generation but
rather should seek to neet customer needs with its own
generation?

A | don't agree that that's what the paragraphs
that you just read say. | would agree with you that she
sets out as the objective in her \Witepaper that you
shoul d meet the nmarket every hour and that can be done
as she acknow edges with energy from SPP or capacity
fromcontracts or other sources, but | would agree you
don't have to own the resources and | think she and |
are in agreenent on that point.

Q One nonent, Your Honor. So M. Reed, you
woul d agree that Ms. Mantle -- with Ms. Mantle that a
prudent utility has the objective of neeting the needs
of its custoners?

A Yes. Certainly in resource planning the
objective is to nmeet the needs of its custoners.

Q M. Reed, let's turn back to page 18 of your
testinmony. At the question posed in lines 8 through 10
you insinuate that Ms. Mantle has created a prudency
standard that does not fit within the mainstream of
utility conduct for utilities that are part of an RTO
Do you see that?

A | do.
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Q Again, let's turn back to Ms. Mantle's

Wi t epaper. | apol ogize for asking you to flip between
documents. Starting under the heading LSE types and the
subheadi ng Type 1. Prudent Uility, you would agree
with nme that it reads while this utility can nmeet its
custoners' needs on a stand-alone basis, it sees value
In being a part of a market where it can sell generation
when it is needed by its custoners and being able to

t ake advantage of other utilities' diversity of energy
resources and loads. This utility does not build to
meet the RTO planning reserve margin but neets the RTO
pl anning reserve margin because it builds to nmeet its
customers' needs. Did | read that correctly?

A | think you did.

Q You woul d agree with me then that Ms. Mantle
actually says in her Witepaper that a prudent utility
w Il be an active participant in the RTO market?

A That is part of what she says, yes.

Q So the way | understand it, the centra
di spute here is not whether Evergy M ssouri West shoul d
be a participant in the RTO nmarket but how nuch Evergy
M ssouri West should rely on the RTO market. The OPC s
position is that a prudent utility will have sufficient
generation to nmeet the needs of its custonmers w thout

bei ng dependent on an RTO market. |s it your position
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that Evergy M ssouri West should have sufficient

generation to neet the needs of its custoners -- should
not -- | apologize -- should not have sufficient
generation to neet the needs of its custoners and should
I nstead depend on the market to nmeet the needs of its
cust oners?

A |'msorry but | need you to repeat that
question fromthe begi nning.

Q Sure. The way | understand it, the centra
di spute here is not whether Evergy M ssouri West shoul d
be a participant in the RTO nmarket but how nuch Evergy
M ssouri West should rely on the RTO narket. The OPC s

position --

MR ZOBRIST: If that's the question, the
W tness should be able to answer that. | got lost in
the six sentences too. | apologize. |s that the

question for M. Reed to respond to?
MS. VanGERPEN. | can try to break it down,
Your Honor.
MR, ZOBRI ST: Thank you. Appreciate it.
Thank you.
BY M5. VanGERPEN
Q M. Reed, is it your position that Evergy
M ssouri West shoul d not have sufficient generation to

neet the needs of its custoners and shoul d instead
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depend on the nmarket to meet the needs of its customers?

A And by "generation," are you referring to
capacity?

Q No. The ability -- We are referring to the
ability to generate energy.

A Energy. So your question then is do | believe
that Evergy West should -- Evergy Mssouri West shoul d
not have sufficient ability to generate energy to neet
Its custoners needs; is that the question?

Q Yes.

A | believe that prudent behavi or enconpasses a
range of acceptable outcones and that gets applied --
not outcones, acceptable decisions, and that that range
enconpasses utilities that nmay choose to rely on the
mar ket for energy and others that may choose to be |ong
on energy. It's a fact specific determ nation based
upon the circunstances and based upon the resources
avail able both in the market and directly owned by the
utility. So | don't think there's a universal answer as
to whet her you should be |ong energy or short energy.
In these circunstances, |'ve made it clear | think
Evergy Mssouri West's decision to be short in terns of
expected energy production and to secure that energy
t hrough the SPP market was well within the range of

prudent decision making.
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Q So moving on. Turning back to your

surrebuttal testinony, on page 20, line 17, you were
asked a question about how do you respond to Ms.
Mantl e's conclusion that nuch of the extraordinary costs
Evergy M ssouri West incurred because of Storm Ui were
t he consequence of inprudent resource planning
decisions. You answered Ms. Mantle reaches this
concl usion based on hindsight. Wthout know edge of how
things actually turned out, this statement cannot be
defended; is that correct?

A Correct.

Q Are you aware that the OPC identified concerns
Wi th resource adequacy for Evergy Mssouri West in the
2017 resource plan update?

A Yes.

Q Are you aware that the OPC identified concerns
as a special contenporary issue in Evergy M ssour
West's 2017 special contenporary issues case?

A Wthout the | abel of special contenporary
I ssue, the answer is yes.

MS. VanGERPEN. One nonent, Your Honor.

BY M5. VanGERPEN

Q Are you aware that the OPC identified concerns
with resource adequacy for Evergy Mssouri West in the

2018 general rate case?
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A Yes.

Q Are you aware that the OPC --

JUDGE CLARK: Would you say that again,
pl ease? | didn't hear it.

MS. VanGERPEN.  Sure.
BY M5. VanGERPEN.

Q Are you aware that the OPC identified concerns
with resource adequacy for Evergy Mssouri West in the
2018 general rate case?

A. Yes was ny answer.

Q Are you aware that the OPC identified concerns
Wi th resource adequacy for Evergy Mssouri West in the
triennial resource conpliance filings in 2018?

A |'"maware that it raised or continued to raise
concerns in 2018. | can't be sure that it was in that
conpliance filing. Generally, yes.

Q And you woul d agree that all of those filings
predate Wnter Storm Ui, correct?

A | agree.

MS. VanGERPEN. No further questions, Your
Honor .
JUDGE CLARK: Any Conmi ssion questions? |[|'ve
just got one that occurred to me.
QUESTI ONS
BY JUDGE CLARK:
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Q In response to questlonlng on whet her or not

It was prudent to be long or short on resources and
whet her or not were dependent on the narket, the RTQ
you indicated that under these circunstances you believe
Evergy acted prudently. Wre you -- Wat circunstances
are you referring to?

A The circunstances surrounding the retirenment
of the Sibley coal unit, the entering into of contracts
for wind resources as well, and the entering into of a
contract for capacity with its Metro affiliate. So it
knew it was neeting the SPP resource reliability
requirenent and that the market was fully capabl e of
meeting energy needs to ensure that reliability of
deliveries to their customers would be maintained. So
here you had a Iiquid market and to be clear, Judge, al
of the energy delivered for load to a | oad-serving
entity like Evergy Mssouri West is delivered by SPP.
You essentially buy all of your needs from SPP whet her
you're long or short of generation. That doesn't -- The
fact that you're long or short of generation doesn't
affect reliability. Reliability comes fromthe
transmssion reliability to get the power from SPP to
the distribution system So under those circunstances
you have an active liquid nmarket in which energy will be

there. And the separate requirenment of the capacity
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obligation was net through the bilateral PPA with Evergy

M ssouri Metro.

Q Thank you. By getting all of your energy from
SPP, you're referring to the fact that you have to bid
your capacity into the market, correct?

A Two different things. You bid your capacity
on the generation side into the market and that
det erm nes whet her your units are dispatched and that
determ nes your transaction on the generation side. On
the load side, all load is net through power taken out
of SPP and you essentially -- just as you essentially
sell all of your generation into SPP at the |ocational
price, you buy all of your load requirenents from SPP at
the locational price. Soit's two separate transactions
but you do bid generation and separately you procure
energy for load. But you do that, Evergy Mssouri Metro
did that. Al utilities. Enpire did that. So al
utilities in SPP procure their energy from SPP to neet
their | oad-serving obligation and that's independent of
the generation you have on the generation side of the
equat i on.

JUDGE CLARK: Thank you. | think | went

further away fromny question than | intended but thank
you. Any recross based upon Conm ssion questions?

Vel vet .
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MS. BELL: No, Your Honor.

JUDGE CLARK:  Nucor.

MR, ELLINGER: No questions, Judge.

JUDGE CLARK: MECG

MR OPITZ: No, thank you, Judge.

JUDGE CLARK:  Commi ssion Staff.

MR, KEEVIL: No questions.

JUDGE CLARK: O fice of the Public Counsel.

MS. VanGERPEN. One nonent, Your Honor. |
just have a few questions, Your Honor.

RECROSS- EXAM NATI ON

BY Ms. VanGERPEN.:

Q M. Reed, you would agree that units
di spat ched neans revenue generated to offset |oad cost,
correct?

A They can offset |oad costs. You can generate
within SPP and not even have a | oad obligation just as
you can be a |oad-serving entity without generation. So
you can choose to net the generation revenues agai nst
| oad obligations but you need not.

Q And you woul d al so agree that if an entity has
generation, nore generation often nmeans nore of fset,
correct?

A It means nore cost initially to own and

mai ntain and run that generation. |f you produce nore
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mV hours, it produces nore revenue, which can offset

your cost of owning and operating that generation.

MS. VanGERPEN. Thank you, M. Reed. No
further questions, Your Honor.

JUDGE CLARK: Evergy, redirect.

MR, ZOBRI ST: Thank you, Judge.

REDI RECT EXAM NATI ON
BY MR ZOBRI ST:
Q M. Reed, if you would please turn to Exhibit
200 that was handed to you by counsel for Public Counsel
-- for the Ofice of the Public Counsel and on Roman
nuneral vi | believe the second full paragraph she read
you a sentence and then precluded you from readi ng
another sentence. So if you could conplete your thought
or toread into the record the sentence that you didn't
have a chance to read into the record, | would
appreciate it.
A That paragraph continues with the statenents

that the prudent investment test is a tool that
regul ators are using to provide an answer to the
question of who shoul d bear which risks and associ at ed
costs. In practice, it seens that many regul ators
choose not to hold utilities responsible for risks
affecting the electric industry as a whole. Instead,

state comm ssions often apply the prudent investnent
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test so as to hold utilities harm ess, except for the

consequences of decisions that were unreasonable at the
time they were made. | think those are inportant
followons to the concept of prudence not being an al

or nothing decision and providing for the potenti al
sharing of risks. That has been a very contentious

I ssue in the application of the prudence standard and as
noted by the NRRI, the alternative of risk sharing has,
in fact, been avoided and the application of the prudent
I nvest ment test has been naintai ned.

Q Thank you. Now, M. VanGerpen | believe had
you | ook at Ms. Mantle's \Witepaper on page 17. |
believe it was lines 10 through 13.

A | don't think you neant page 17.

Q |'msorry. Page 7, does that sound right?

A 6 or 7 but go ahead.

Q 6 or 7. And this is the page that's actually
marked LMMR-2 Page 7; is that correct, sir?

A Yes, page 6 on the docunent nunber.

Q On the docunent itself. Now, M. VanGerpen
asked you to read or she read to you portions about the
resource planning objective of the prudent utility and
you indicated that her reading was not correct. Do you
recall why you believe her reading of that was not

correct? Pardon ne, not her reading but her

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




Judge John d ark
August 02, 2022

) . Page 265
interpretation of what she read.

A It was not a correct recharacterization of the
words on the page because it left off the key phrase at
a cost below nmarket prices. That's essential to the
di fference between nyself and Ms. Mantle. | do not
bel i eve a standard shoul d incorporate that performance
either has as an objective or as a standard that you
shoul d achieve cost at a cost bel ow market prices every
hour .

Q Do you recall Ms. Mantle's testinmony that |
believe you referred to where she advocated in order to
achieve the correct price point that Evergy M ssouri
West shoul d have essentially turned off the electricity
during Wnter Storm Uri ?

A | do recall that issue.

Q And that is set forth |I believe on pages,
begi nning on page 29 of her rebuttal, line 20; is that
correct, M. Reed?

A Yes.

Q VWhat is your opinion of her opinion that
Evergy West shoul d have turned off its customers
electricity during a period -- can | just get ny
question out, Judge.

JUDGE CLARK: It appears we have an objection.
MS. VanGERPEN. Yes, Your Honor. | was going
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to object that this is outside the scope of cross.

JUDGE CLARK: Evergy.

MR, ZOBRIST: W were tal king about price
points. M. Mntle has that in her testinony. Counse
for OPC asked M. Reed about that. He just tal ked about
the objective and the reference in her Witepaper, in
Ms. Mantle's \Whitepaper to a price point and |'m asking
hi m what he thinks about Ms. Mantle's testinony that
controlled interruptions woul d have been accepted in
order to mtigate customers paying, and |'m quoting her,
hundreds of mllions of dollars over the next 15 years.
| believe that's relevant to the economcs of this
situation.

JUDGE CLARK: |'mgoing to allow you to ask
the question. |'d like you to stay away fromthe -- we
are running far afield if we're tal king about shut-offs.
I f you want to talk about price point in relation to
shut-off or controlled interruptions, | think that's
fine, but | would be wary of what you appear to be
suggesti ng.

BY MR ZOBRI ST:

Q M. Reed, do you understand -- | agree with
the Judge. We're talking about the econom cs of the
situation. What is your opinion of Ms. Mantle's

recommendation there on pages 29 and 30 of her
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testinony?

A My opinion is that price should not be a
factor in making those kinds of decisions with regard to
service interruptions or reliability. This is not a
matter of trying to reduce cost through those kinds of
actions.

Q Wul d that be your opinion during an
extraordinary event such as Wnter Storm Uri?

A Yes.

Q Is it prudent for public utilities to plan on
the basis of extraordinary unusual events |ike Wnter
Storm Uri ?

A No, not events that are unusual or
extraordinary to that degree.

MR ZOBRI ST: Judge, that's all | have. Thank
you.

JUDGE CLARK: M. Reed, you may step down.

THE WTNESS: Thank you

(Wtness excused.)

JUDGE CLARK: At this point it's four o' clock.
| think 1'd like to pick up wwth M. Ilves tonorrow.

MR KEEVIL: Judge, | don't disagree at all
with what you just said. | just wanted to raise two
addi tional scheduling items, if | could.

JUDGE CLARK: Pl ease.
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MR. KEEVIL: Staff's witness M. Luebbert wll

be avail able tonorrow as schedul ed, but you'll notice on
the schedule | noted at the time that he will not be
avai | abl e Thursday or Friday. So we need to take
M. Luebbert tonmorrow. And he's the first Staff w tness
after M. lves so it shouldn't be a problem But | just
want to point that out.

The other thing you nentioned this norning
that the Comm ssion and yourself would |ike to have
M. Davis, Staff's outside consultant, appear.
M. Davis is still planning to be here on Thursday as
schedul ed because he has to fly in from New York. So we
won't be able to nove himup to tonmorrow, but he will be
here Thursday or at |east assumng the airlines fly he
wi || be here Thursday as pl anned.

JUDGE CLARK: Hold on just a second. Does
anybody have a problemwth -- Wll, let ne ask this a
different way. WIIl M. Fortson be available tonorrow
I f necessary to testify?

MR KEEVIL: As far as |'maware, Judge, all
of Staff's witnesses other than M. Davis will be
avai | abl e tonorrow.

JUDGE CLARK: Is anybody going to object to
bumping M. Davis to the end of Staff's testinony so as
to bunp himto Thursday? Gkay. Then if we need to take
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sonebody out of order to conpensate --
MR KEEVIL: Sure, that's fine.
JUDGE CLARK: -- we'll do that. Al right.

I's there anything else at this point in time that the
Conmi ssi on needs to take up before we break until
tomorrow? | see nothing. | wll see you all tonorrow
at 9:00 am and we will go off the record.

CHAI RVAN SI LVEY: Thank you, Judge.

JUDGE CLARK:  Thank you, Chairman.

( Thereupon, the proceedings adjourned for the

day at 4:02 p.m, and will continue in Volume 3.)
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CERTI FI CATE OF REPORTER

STATE OF M SSOURI )
COUNTY OF COLE )

|, Beverly Jean Bentch, RPR, CCR No. 640, do
hereby certify that | was authorized to and did
st enographically report the foregoing Public Service
Conmi ssion evidentiary hearing and that the transcript,
pages 58 through 269, is a true record of ny
st enogr aphi ¢ notes.

| FURTHER CERTIFY that | amnot a relative,
enpl oyee, attorney, or counsel of any of the parties,
nor am| a relative or counsel connected with the
action, nor aml financially interested in the action.

Dated this 11th day of August, 2022.

Cuindu Jean Bortal

Beverly Jea{j Bentch, RPR, CCR No. 640
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