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SURREBUTTAL / TRUE-UP DIRECT TESTIMONY 1 

OF 2 

KEITH MAJORS  3 

EVERGY METRO, INC. d/b/a EVERGY MISSOURI METRO 4 

CASE NO. ER-2026-0143 5 

Q. Please state your name and business address. 6 

A. Keith Majors, Fletcher Daniels Office Building, 615 East 13th Street,  7 

Room 201, Kansas City, Missouri, 64106. 8 

Q. By whom are you employed and in what capacity? 9 

A. I am a Utility Regulatory Audit Unit Supervisor employed by the Staff 10 

(“Staff”) of the Missouri Public Service Commission (“Commission”). 11 

Q. Are you the same Keith Majors who previously provided testimony in  12 

this case? 13 

A. Yes.  I provided direct testimony in this case on June 30, 2026, and rebuttal 14 

testimony on August 11.  15 

Q. What is the purpose of your surrebuttal / true-up direct testimony? 16 

A. I will respond to the rebuttal testimony of Evergy Metro Missouri (“EMM”) 17 

witnesses Ronald A. Klote concerning stock based compensation, EMM’s requested 18 

Storm Reserve, cybersecurity tracker, and pension expense, and John Wolfram 19 

concerning jurisdictional allocations.  I also identify my recommended true-up 20 

adjustments in this case. 21 
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SURREBUTTAL TESTIMONY 1 

STORM RESERVE 2 

 Q.  On page 29 of his rebuttal testimony, Mr. Klote notes that storm restoration 3 

costs are a legitimate and necessary cost of providing safe and reliable electric service, 4 

and that they should be recoverable through rates.  Do you agree and do you  5 

have a response? 6 

 A.  These costs are absolutely legitimate and they should be recovered 7 

through the cost of service.  Staff opposes EMM’s request for a storm reserve because 8 

these costs are an example of normal utility costs that should be normalized in the 9 

ratemaking process. 10 

 Q.  Did EMM recommend an adjustment for storm restoration expenses in its 11 

rate case filing? 12 

 A.  No, EMM did not recommend a specific normalization adjustment for 13 

storm restoration expenses, separate from the establishment of a reserve.  EMM did 14 

include a three-year average of distribution maintenance expenses which includes most 15 

of the storm expenses that are at issue with the storm reserve.  Staff included a  16 

three-year average of distribution maintenance expenses, albeit using a different time 17 

period.  Staff has included a three-year average of distribution maintenance expenses for 18 

the period ending June 2026 which is the true-up cutoff in this case and the most recent 19 

data available.    20 

 Q. What are the differences between a pre-funded reserve for expenses and a 21 

tracking mechanism? 22 
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 A.  A pre-funded reserve is an amount for expenses included in the cost of 1 

service beyond the amount of the normalized level of that expense.  The reserve would be 2 

a “savings account” that would fund storm restoration costs that exceed $250,000.   3 

EMM would retain the amounts between cases with the opportunity to adjust the amount 4 

of annual reserve contributions during a rate case.  To the extent storm expenses do not 5 

exceed $250,000, EMM would have access to the funds.   6 

 A tracker would record the difference between the base level of an expense 7 

included in rates for a year, and the actual costs incurred for that expense, into a 8 

regulatory asset for future recovery or a regulatory liability for future return to customers.  9 

Depending on the cost being tracked, the unamortized portion of the tracker is 10 

sometimes included as an addition or as a reduction to rate base.  Property taxes are 11 

tracked in this manner. 12 

   The differences between these two mechanisms are cashflow and risk.   13 

The reserve would increase the cashflow between rate cases but provide less risk 14 

mitigation as storm expenses that exceed the amount recorded to the reserve would not 15 

be subject to tracking.  As Mr. Klote noted on page 30 of his rebuttal testimony, if the 16 

storm were substantial enough, EMM could seek recovery of storm costs through an 17 

Accounting Authority Order (“AAO”).   18 

 A tracker would reduce the risk of recovery of storm expenses but not provide 19 

immediate cash flow for these expenses. 20 

 Q.  Has the Commission denied establishment of a storm reserve in a prior 21 

rate case? 22 
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 A.  Yes.  As I noted in my rebuttal testimony, the Commission denied a storm 1 

reserve proposal in favor of specific storm expense recovery through deferral and 2 

amortization.  I attached the relevant portions of the Commission’s Report and Order in 3 

the Wolf Creek rate case, Case No. EO-85-185 to my rebuttal testimony filed in this case. 4 

 Q.  Has the Commission denied a tracker for storm restoration costs for an 5 

electric utility? 6 

 A.  Yes.  In Case No. ER-2010-0036, the Commission denied AmerenUE’s1 7 

request for a storm restoration tracker.  The Commission discussed storm expenses 8 

generally, and addressed AmerenUE’s request in its Report and Order: 9 

1.  AmerenUE must spend money each year to restore 10 
electric service after its electric system suffers damage as the 11 
result of storms.   Each year some of that damage results from 12 
normal, routine storms.  But occasionally, the electric system 13 
is struck by a truly extraordinary storm that can greatly increase 14 
restoration costs. 15 

2.  The Commission has generally allowed an electric utility 16 
to recover the Operations and Maintenance (O&M), excluding 17 
internal labor, costs to restore service after normal storms by 18 
including an amount in the cost of service based on some 19 
multiyear average level.  For the costs to restore service after an 20 
extraordinary storm, the Commission has usually allowed the 21 
utility to accumulate and defer those costs through an 22 
accounting authority order, an AAO.  The accumulated and 23 
deferred costs are then considered in the utility’s next rate 24 
case.   Generally, the Commission allows the utility to recover 25 
those costs amortized over a five-year period. 26 

5. …Under the approach the Commission has used in past 27 
cases, the company may under recover in years when costs are 28 
high, but may over recover in years when costs are low.  If the 29 
company incurs truly extraordinary storm restoration costs in a 30 
particular year, it is able to recover those costs through the 31 

 
1 Now doing business as Ameren Missouri.  
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accounting authority mechanism.  In this case, AmerenUE is 1 
recovering amortized storm restoration costs from five different 2 
storm events. 3 

6.  No party disputes that AmerenUE has provided good 4 
storm restoration service in recent years, and no one has 5 
alleged that any of its storm restoration expenses have been  6 
imprudent. 7 

7.  The Commission is unwilling to implement another 8 
tracker.  As the Commission has previously indicated, trackers 9 
should be used sparingly because they tend to limit a utility’s 10 
incentive to prudently manage its costs.  If all such costs can 11 
simply be passed on to ratepayers, there is a natural incentive 12 
for the company to simply incur the cost.  If the company must 13 
consider whether it will be able to recover a cost, it is more likely 14 
to think before it spends and maximize any possible  15 
cost savings. 16 

8.  The storm cost recovery method the Commission has 17 
used in the past has worked reasonably well. The company will 18 
ultimately recover its extraordinary costs resulting from 19 
unpredictable extraordinary storms through the accounting 20 
authority order mechanism, but the company still has a strong 21 
incentive to minimize its costs…2  22 

Q.  What are the important points noted by the Commission concerning  23 

storm costs? 24 

 A. Including non-extraordinary storm costs in the cost of service as a 25 

normalized expense is the preferred method.  EMM may recover more or less than the 26 

amount included in rates and has an incentive to minimize its costs.   27 

 Although EMM’s requested storm reserve is not wholly comparable to the 2010 28 

AmerenUE request, the Commission did make it clear that non-extraordinary storm costs 29 

were a normal utility cost and should not receive special treatment.     30 

 
2 Report and Order, Case No. ER-2010-0036, pages 65-68, multiple footnotes omitted.  
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EQUITY COMPENSATION 1 

Q.  On page 21 of his rebuttal testimony, Mr. Klote states, “Staff does not 2 

identify these costs as excessive, unreasonable, imprudent, or outside industry norms. 3 

Rather, the adjustment is based solely on the fact that the compensation is delivered 4 

through equity-based compensation programs.” Do you agree with Mr. Klote? 5 

A.  Yes.  Staff’s adjustment is based upon Commission orders concerning the 6 

recovery of stock-based incentive compensation through the cost of service.  7 

Q.  Has the Commission had the opportunity to provide guidance on  8 

equity-based incentive compensation?  9 

A. Yes. The Commission’s Report and Order in Kansas City Power & Light 10 

Company’s (“KCPL”) rate case in File No. ER-2007-0291 is consistent with the 11 

Commission’s historic treatment of equity-based compensation. In the Order,  12 

the Commission stated: 13 

KCPL has the right to tie compensation to [earnings per share].  14 
However, because maximizing [earnings per share] could 15 
compromise service to ratepayers, such as by reducing 16 
maintenance, the ratepayers should not have to bear that 17 
expense. What is more, because KCPL is owned by Great Plains 18 
Energy, Inc., and because GPE has an unregulated asset, 19 
Strategic Energy L.L.C., KCPL could achieve a high [earnings per 20 
share] by ignoring its Missouri ratepayers in favor of devoting its 21 
resources to Strategic Energy.  Even KCPL admits it is hard to 22 
prove a relationship between earnings per share and customer 23 
benefits. Nevertheless, if the method KCPL chooses to 24 
compensate employees shows no tangible benefit to 25 
ratepayers, then those costs should be borne by shareholders, 26 
and not included in the cost of service.3 27 

 
3 Report and Order, Case No. ER-2007-0291, dated Dec. 6, 2007, pg. 49-50 (internal footnotes omitted). 
See also Report and Order, Case No. ER-2006-0314, dated Dec. 21, 2006, pg. 58. 
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Q.  Has the Commission issued a decision regarding stock compensation 1 

more recently than the KCPL decision above?  2 

A.  Yes. In Case Nos. GR-2017-0215 and GR-2017-0216, the Commission 3 

explained:  4 

The Commission has traditionally not allowed earnings based 5 
or equity based compensation to be recovered in rates because 6 
such incentives are primarily for the benefit of shareholders and 7 
not for the benefit of the ratepayers. As the Commission has 8 
said in the past, incentivizing employees to improve the 9 
company’s bottom line aligns the interests with the 10 
shareholders and not with the ratepayers. Aligning interest in 11 
this way can negatively affect ratepayers.4  12 

Q.  Are the stock awards referenced in Mr. Klote’s testimony any different than 13 

those already considered in these two prior rate cases? 14 

A.  No.  Staff recommends the Commission re-affirm its guidance concerning 15 

incentive compensation and not include these expenses in the cost of service.  16 

Q.  What are the awarding criteria for EMM’s stock compensation? 17 

A.  For the time-based stock units, shares vest after three years.  For the 18 

performance-based stock units, there are three criteria for the awards: 19 

• Evergy’s5 total shareholder return (‘‘TSR’’) relative to the 20 
companies included in the EEI index of electric utility 21 
companies (the ‘‘EEI Index’’) over the three-year performance 22 
period (50% of performance-based weighting); 23 

• Evergy’s 3-year cumulative adjusted EPS measured relative to 24 
the Company’s long-term financial plan (42.9% of 25 
performance-based weighting); and 26 

 
4 Amended Report and Order, Case Nos. GR-2017-0215 & GR-2017-0216, dated Mar. 7, 2018, page 122 
(emphasis added), aff’d on other grounds in Spire Missouri, Inc. v. Public Service Com’n, 2019 WL 1246323, 
Mar. 15, 2019. 
5 Evergy, Inc., total company, including all subsidiaries.  
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the amount received as paid in capital credit balance.  In this case, there is no cash outlay 1 

related to the stock award, and therefore no actual cash expense incurred by EMM.   2 

A minor cash outlay would be incurred by EMM when it pays recipients for 3 

fractional shares as fractional shares do not exist. 4 

Q.  Are utility expenses that do not relate to an immediate cash outlay or 5 

transaction, but are recovered in the cost of service, relatively rare? 6 

A.   Yes.  Two examples are bad debt expense and depreciation, both of which 7 

were related to a cash transaction at some point.  Bad debt expense is an amount of 8 

revenue that was billed but unable to be collected from EMM’s customers.  EMM should 9 

have received the cash from billings but did not and after several months records the 10 

revenue as bad debt.  A normalized amount of bad debt expense is included in the cost 11 

of service.  12 

Depreciation expense is the ratable recovery from customers of the initial cash 13 

outlay for all items of plant in service.  Cash is received from customers in the form of 14 

depreciation expense over the service life of the underlying assets.    15 

On the contrary, EMM’s stock compensation is not a cash outlay but rather a 16 

dilution of equity and should not be reflected in the cost of service as an expense.  17 

PENSION EXPENSE 18 

Q.  On page 41 of his rebuttal testimony, Mr. Klote notes that Staff did not 19 

include the Prepaid Pension Asset in its direct filing.  Has Staff included an appropriate 20 

amount in its true-up filing? 21 
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A.  Yes.  Staff recommends inclusion of the Prepaid Pension Asset as of  1 

June 30, 2026.  2 

JURISDICTIONAL ALLOCATIONS 3 

Q.  On page 5 of his rebuttal testimony, Mr. Wolfram states “the results matter 4 

more than the method” in determination of the jurisdictional demand allocator.   5 

Do you agree? 6 

A.  No.  Mr. Wolfram’s philosophy is tantamount to “results based auditing,” 7 

which is to suggest beginning with the conclusion first and finding evidence to support 8 

conclusions and ignoring controverting evidence with a preconceived bias.  That is not 9 

Staff’s approach.  Staff’s method uses objective evidence and reasoning to support the 10 

conclusion that a 4 Coincident Peak (“4CP”) demand allocator has and continues to be 11 

the most appropriate for establishing EMM rates.   12 

Using Wolfram’s methodology, Staff should presumably ignore evidence,  13 

for example, that a three-year average for overtime should be used in Missouri because 14 

the Kansas Corporation Commission (“KCC”) ordered such, when use of the last known 15 

overtime data is the most reasoned methodology given the facts and evidence in this 16 

particular proceeding.  That would not be sound ratemaking.   17 

Q.  Based on the testimony of Mr. Wolfram, what is the ultimate result desired 18 

by EMM? 19 

A.  EMM, through using the flawed Wolfram allocation methodology seeks to 20 

mitigate allocation differences that it has perpetuated and in part has responsibility  21 

for creating.  22 
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EMM has perpetuated the difference of jurisdictional allocation factors between 1 

Missouri and Kansas since 2004.  EMM has now new proposals to fix its problems.   2 

Q.  How has EMM perpetuated this problem? 3 

A.  EMM agreed to the use of the 12CP methodology as a condition of the 4 

Stipulation and Agreement in the Kansas Regulatory Plan.  This agreement bound EMM to 5 

the 12CP methodology for the 2006, 2007, 2009, and 2010 Kansas rate cases.  In the 2012 6 

Kansas rate case, EMM proposed the 4CP method through its witness, Larry W. Loos,  7 

an engineer employed by the global engineering firm Black & Veatch.  I attached his 2012 8 

Kansas rate case direct testimony to my rebuttal testimony in this case.   9 

Meanwhile, EMM unsuccessfully sought to use the 12CP methodology in Missouri.         10 

Q.  On page 5 of his rebuttal testimony, Mr. Wolfram notes the relatively small 11 

difference between the various allocation methodologies.  Why is this such an important 12 

issue for the Commission to determine? 13 

A.  Although there is only a fractional difference in the allocator, the difference 14 

is amplified when applied to billions of dollars of rate base investment.  In the 2006  15 

Rate Case, the Commission found the 4CP method was superior to EMM’s 12CP method 16 

when the difference was 47 basis points.  Mr. Wolfram calculates a current 45 basis point 17 

difference on page 5 of his rebuttal testimony between the 4CP and 4CP and12CP 18 

average, and an 89 basis point difference between the 4CP and 12CP methods.   19 

Q.  What is a basis point of difference, and how much does it affect the  20 

revenue requirement? 21 
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A.  A basis point is 1/1000th as a decimal, or 1/100th of a percent.  For example, 1 

using EMM’s revenue requirement model, increasing the demand factor from 51.92% to 2 

51.93%, or one basis point, increases the revenue requirement by approximately 3 

$96,000.  Using EMM’s model, the revenue requirement difference using 51.47% resulting 4 

from the 4CP method versus the 51.92% resulting from the average of the 4CP and 12CP 5 

method, is approximately $4.3 million.     6 

Q.  On page 2 of his rebuttal testimony, Mr. Wolfram recounts that 40 years 7 

ago, Missouri was willing to compromise on this issue but Kansas was not.  Is this true? 8 

A.  Yes.  The 4CP method was used in EMM’s 1983 rate case.  In that case, 9 

Case No. ER-83-49, the Commission’s Report and Order stated at page 50 that  10 

“DOE [Department of Energy], Staff and the Company have agreed to use a four 11 

coincidental peak method to develop the Missouri jurisdictional demand  12 

allocation factor.” 13 

In the following rate case, EMM8 proposed in the 1985 Wolf Creek rate case a 4CP 14 

method for production and transmission jurisdictional allocators.  Staff proposed a 1CP 15 

method for these assets in that case.  The Commission adopted EMM’s use of the 4CP 16 

method of allocations.  The Commission’s Report and Order in Case Nos. ER-85-128 and 17 

EO-85-185 stated the following: 18 

Company asserts that 4CP is the appropriate allocation method 19 
since it represents a compromise position between what it 20 
views as two extremes: the 1CP approach taken by the Missouri 21 
Staff and the 12 CP approach taken by the Kansas Corporation 22 
Commission Staff. In addition, Company argues that 4CP better 23 
reflects the duration of the Company’s summer peak load 24 

 
8 At that time, and until 2018, EMM did business as Kansas City Power & Light (“KCPL”). 
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resulting in cost allocation stability. Finally, KCPL asserts that 1 
the 4CP method allocates non-fuel production costs without 2 
the need to classify those costs as demand or energy related.…. 3 

In the instant case, the Commission has only two proposals 4 
before it and both are peak responsibility methods.  5 
The Commission cannot adopt Staff’s 1CP method in this case. 6 
The Commission stated in this Company’s rate design 7 
investigation: 8 

The coincidental peak method is the least 9 
equitable of the peak responsibility methods 10 
proposed in that it places total dependence on 11 
the single hour of system peak demand. Re: 12 
Kansas City Power & Light Company, 25 Mo. 13 
P.S.C. (N.S.) 605, 614 (1983). 14 

The Commission determines that the 4CP method as 15 
proposed by the Company should be used for purposes of 16 
this case since the utilization of multiple peaks does 17 
recognize some plant usage occurring at times other than 18 
the single system peak. 19 

Based on the foregoing the Commission determines that the 20 
production and transmission allocators to be used for purposes 21 
of this case shall be 65.78[%] and 59.89[%] respectively.  22 
[emphasis added] 23 

 24 

I have attached the relevant portion of the Wolf Creek order in Case No. EO-85-185 as 25 

Schedule KM-s2.  26 

 Q.  The Missouri Commission compromised in 1985.  When the Kansas 27 

Commission had the opportunity to compromise, did it move to a middle ground? 28 

 A.  No.  I have attached sections of two documents, the entirety of which can 29 

be provided but are rather lengthy, as Schedule KM-s3.  The first is an excerpt from the 30 
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KCC Staff brief from the Kansas Wolf Creek rate case9 and the second is an excerpt from 1 

the KCC order from that case.  2 

 Q.  Please explain the relevance of these documents.  3 

 A.  The KCC Staff brief discusses EMM’s recommendation of the 4CP method 4 

in contrast to both KCC staff’s and the KCC historic use of the 12CP methodology.   5 

Mr. Sullivan, an EMM witness at the time, recommended to the KCC to use the 4CP 6 

method as a compromise between the 1CP allocator proposed by the MOPSC Staff at the 7 

time, and the 12CP recommendation of the KCC staff.  As the brief noted, “[t]he 4CP 8 

allocator, in his [EMM witness Mr. Sullivan] opinion, better reflects the primary cost 9 

causative factor in KCPL’s investment in production.” 10 

 The KCC Order notes the suggestion of compromise by Mr. Sullivan, as well as the 11 

support of EMM witnesses Knodel and LaCapra of the 4CP method.  As noted by the KCC, 12 

it continued to support the 12CP method, while the Missouri Commission not long after 13 

did compromise to the 4CP method.  14 

In a direct response to Mr. Wolfram: yes, Missouri has compromised on this 15 

matter, while Kansas has not met Missouri in the middle, that is, the 4CP methodology. 16 

CYBERSECURITY COSTS 17 

Q.  On page 33 of his rebuttal testimony, Mr. Klote claims that cybersecurity 18 

expenses are significant and can vary materially from year to year.  Has this been the case 19 

with the recent costs EMM has incurred? 20 

 
9 Consolidated Docket No. 120,924-U, Docket No. 142,099-U, and 84-KCPE-198-R.  
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A. No.  The table below lists the annual cybersecurity expenses since the last 1 

rate case, Case No. ER-2022-0129: 2 

** 3 

4 

** 5 

Q. Did Staff or EMM adjust cybersecurity costs from the test year amount?6 

A. No.7 

TRUE-UP DIRECT 8 

Q. What is Staff’s recommended revenue requirement for EMM?9 

A. Staff’s recommended true-up revenue requirement is $68,815,926 at10 

Staff’s mid-point rate of return (“ROR”) of 7.25%The recommended revenue 11 

requirements range from $62,381,314 at an ROR of 7.12% and $75,201,417 at an ROR of 12 

7.38%.  Staff’s recommended return on equity (“ROE”) at the mid-point is 9.73%, with a 13 

range of 9.48%-9.98%.  This recommended true-up revenue requirement is before the 14 

inclusion of the Large Load Power Service (“LLPS”) revenues as calculated by Staff 15 

witness Sarah L.K. Lange.   16 

Q. What revenue requirement items do you sponsor for Staff’s true-up filing?17 
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A.  I sponsor the following adjustments to Staff’s revenue requirement.  1 

• Pension and Other Post Employment Benefit (“OPEB”)_expense and 2 

tracker 3 

• Supplemental Executive Retirement Program (“SERP”) 4 

• Jurisdictional allocations 5 

Q.  Do any of you adjustments include changes in methodology? 6 

A.  No.  7 

Q. Does this conclude your surrebuttal / true-up direct testimony? 8 

A. Yes it does. 9 
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