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I. INTRODUCTION1 

Q. Please state your name and business address.2 

A. My name is Darrin R. Ives.  My business address is 1200 Main, Kansas City, Missouri3 

64105.4 

Q. By whom and in what capacity are you employed?5 

A. I am employed by Evergy Metro, Inc. and serve as Vice President – Regulatory Affairs for6 

Evergy Metro, Inc. d/b/a Evergy Kansas Metro, Evergy Kansas Central, Inc. and Evergy7 

South, Inc., collectively d/b/a as Evergy Kansas Central, Evergy Metro, Inc. d/b/a as8 

Evergy Missouri Metro, Evergy Missouri West, Inc. d/b/a Evergy Missouri West, the9 

operating utilities of Evergy, Inc.10 

Q. On whose behalf are you testifying?11 

A. I am testifying on behalf of Evergy Kansas Central (“EKC” or “the Company”).12 

Q. What are your responsibilities?13 

A. My responsibilities include oversight of EKC’s Regulatory Affairs Department, as well as14 

all aspects of regulatory activities including policy, cost of service, rate design, revenue15 

requirements, regulatory reporting, and tariff administration.16 

Q. Please describe your education, experience, and employment history.17 

A. I graduated from Kansas State University in 1992 with a Bachelor of Science in Business18 

Administration with majors in Accounting and Marketing. I received my Master of19 

Business Administration degree from the University of Missouri-Kansas City in 2001. I20 

am a Certified Public Accountant holding certificates from Kansas and Missouri. From21 

1992 to 1996, I performed audit services for the public accounting firm Coopers & Lybrand22 

LLP.  I was first employed by Kansas City Power & Light Company (“KCP&L”) in 199623 
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and held positions of progressive responsibility in Accounting Services and was named 1 

Assistant Controller in 2007.  I served as Assistant Controller until I was named Senior 2 

Director – Regulatory Affairs in April 2011. I have held my current position as Vice 3 

President – Regulatory Affairs since August 2013. 4 

Q. Have you previously testified in a proceeding at the Kansas Corporation Commission 5 

(“Commission” or “KCC”) or before any other utility regulatory agency? 6 

A. Yes, I have testified before the Commission and the Missouri Public Service Commission 7 

(“MPSC”) on a number of occasions.  I have also provided written testimony to the Federal 8 

Energy Regulatory Commission (“FERC”) and testified before Kansas and Missouri 9 

legislative committees. 10 

II. PURPOSE AND SUMMARY OF TESTIMONY 11 

Q. What is the purpose of your testimony? 12 

A. The purpose of my direct testimony is to support the rate adjustments and other requests 13 

contained in EKC’s application. I will provide an overview of EKC’s filing from a 14 

regulatory policy perspective, including, 15 

• Overview of the Case and EKC’s Witnesses 16 

• Economic Development Policy and Efforts 17 

• Western Plains Wind Farm Modifications and Wolf Creek Nuclear Production 18 

Tax Credit 19 

• Return on Equity and Capital Structure Policy 20 

Q. How have you organized your testimony? 21 

A. I have organized my testimony consistent with the foregoing list of issues. 22 
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III. OVERVIEW OF THE CASE 1 

 2 

Q. Why is EKC filing this rate case at this time? 3 

A. Since its last rate case, EKC has continued to invest in maintenance and improvement of 4 

the assets that are necessary to serve Kansas customers reliably and efficiently.  The rate 5 

adjustment proposed in this case seeks recovery for these investments as well as a 6 

reasonable return and appropriate capital structure. These prudent investments EKC seeks 7 

recovery for will help position EKC to be prepared to meet future challenges and are 8 

foundational for anticipated economic development opportunities in Kansas. 9 

EKC remains steadfastly committed to its focus on affordability, reliability, and 10 

sustainability. This commitment has benefited customers and has significantly improved 11 

EKC’s regional rate competitiveness.  EKC has continued to make investments to support 12 

the reliability of its system, and the timing is reasonable and appropriate to submit those 13 

costs to the Commission to request recovery.   14 

EKC has a historic opportunity to help bring new growth to Kansas, with the state 15 

experiencing record levels of economic development opportunities both from local 16 

business expansions and new business interests.  EKC’s competitive cost and access to a 17 

diverse energy portfolio are competitive advantages because reliable, affordable electricity 18 

is an important priority for businesses when evaluating locations.  19 

It is essential that the Commission adopt a reasonable capital structure and return 20 

on equity in setting EKC’s revenue requirement in this proceeding. It is in the shared 21 

interest of customers and shareholders to have a financially healthy and competitive utility. 22 

Setting rates based on a reasonable and competitive ROE and capital structure in this case 23 
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is vital to EKC’s ability to raise capital on terms competitive with its peers, fund 1 

infrastructure investments, and serve customers.   2 

In order for EKC to be well-positioned to prepare for and manage significant events 3 

(e.g., Winter Storm Uri) and to support a historic period of economic development in 4 

Kansas, EKC is asking the Commission to balance the interests of customers and the 5 

interests of investors when making decisions about EKC’s recovery of costs and allowed 6 

return and permit EKC the opportunity to earn a reasonable return commensurate with 7 

returns available on competing investments with similar risks.   8 

EKC’s requests in this case are timely and consistent with requests it is currently 9 

making in other filings before the Commission, including predetermination requests for 10 

natural gas and solar generation, and its upcoming proposal to implement a new tariff for 11 

large load customers. In those proceedings, EKC is proposing new generation in order to 12 

provide reliable service to all customers in its territory and to implement a new tariff 13 

structure to enable us to efficiently respond to very large customers who are interested in 14 

locating in our area and also to protect other customers and ensure they are not subsidizing 15 

the costs of adding these new large loads. EKC’s plan – advanced here and in those other 16 

dockets – is part of a robust, resilient resource plan that considers least cost options to meet 17 

near and long-term planning requirements, meets EKC’s obligation to provide dependable, 18 

efficient, and affordable service to EKC’s customers, and facilitates the continuation of 19 

Kansas’ successful economic development achievements. Commission support in 20 

maintaining EKC as a financially healthy and competitive utility is essential in meeting 21 

these objectives. 22 

Q. What is the revenue increase EKC is requesting in its application? 23 
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A. We are requesting a revenue increase of $196 million, excluding the impact of rebasing 1 

property taxes. This rate request is necessary to allow EKC to continue to provide reliable 2 

service to its present and future customers while earning a fair and reasonable rate of return.  3 

EKC expects that a fair rate of return and capital structure in this case will foster investment 4 

and support economic development in the state. To be considered fair and reasonable, 5 

EKC’s revenue requirement must be based on a capital structure that represents the source 6 

of funds used to finance the operation of the utility.  Similarly, the authorized return on 7 

equity (“ROE”) for a healthy utility should be comparable to returns being established 8 

across the country for other utility companies with which EKC competes for capital.  9 

Q. Please provide an overview of EKC’s request to increase its rates and the key drivers 10 

of that request. 11 

A. The request, its major drivers and key attributes of the case are set out in Figure 1.  12 

Figure 113 
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Figure 1 shows that this is a straight-forward rate request to include necessary 1 

updates to the revenue requirement to reflect current costs to serve EKC customers.  Almost 2 

half of the increase relates to the impact of including in rates the recovery of and on new 3 

infrastructure investments in the system to enhance reliability and customer service. The 4 

requested update to rate of return levels, which comprises a majority of the remainder of 5 

the requested increase, reflects EKC’s actual debt costs and capital structure to fund 6 

investments and is supported by the testimony and analysis of the Company’s expert 7 

witness, Ms. Ann Bulkley, and the Company’s Vice President and Treasurer, Mr. Geoffrey 8 

Ley. Updating operating expenses and revenues to current levels comprising EKC’s service 9 

supports the remaining revenue requirement request. Combined, the rate adjustments 10 

represent fair and reasonable amounts necessary to maintain a financially healthy Kansas 11 

utility that will be well-positioned to continue the investments necessary to maintain 12 

reliability for EKC’s existing customers and support economic development opportunities 13 

in Kansas by providing cost-effective and competitive access to capital required for these 14 

investments. 15 

Investments in the generating resources that are the subject of EKC’s active 16 

predetermination proceeding and investments related to the Panasonic plant in De Soto are 17 

not costs that are going into rates in this case. 18 

Q. What other witnesses are submitting direct testimony on behalf of EKC in support of 19 

this application? 20 

A. The following lists the witnesses filing direct testimony and summarizes the topics and 21 

issues they address: 22 
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WITNESS TOPIC(S)  

David Campbell 

Overview of how EKC’s rate request is significant to EKC’s 

larger strategy to serve Kansas; EKC’s commitment to 

providing reliable, sustainable, and affordable service to 

Kansas customers; Maintaining regional rate 

competitiveness; Investments made to give customers more 

options and to serve the economic development objectives of 

Kansas; Access to capital and reasonable ROE and capital 

structure.     

Darrin R. Ives 

Overview of the case and EKC’s witnesses; Economic 

development policy and efforts; Western Plains Wind Farm 

modifications and Wolf Creek Nuclear Production Tax 

Credit; Return on equity and capital structure policy 

Geoffrey Ley 

Fair rate of return and requested ROE; Average cost of long-

term debt and common equity balances; EKC’s capital 

structure and why adopting the actual capitalization ratio is 

essential to determining a fair rate of return. 

Ronald A. Klote 

Revenue requirement model and schedules supporting the 

rate requests; Test year used to develop the revenue 

requirements and the true-up period; Overview of witnesses 

who support various accounting adjustments; Accounting 

adjustments. 

Linda Nunn 

Accounting adjustments made to the test year for EKC and 

adjustments for certain riders or surcharges including the 

Transmission Delivery Charge (“TDC”) and the Retail 

Energy Cost Adjustment (“RECA”). 

Darcie Kramer Rate base, revenue and cost of service adjustments. 

Aron Branson 
Rate base and cost of service adjustments; Cash working 

capital. 

Ryan Mulvany 

EKC’s distribution systems; Reliability performance and 

challenges to maintaining and/or improving EKC’s 

distribution system reliability; EKC’s distribution system 

investment strategy and major investments and programs; 

EKC’s storm reserve in the last rate case; EKC’s approach to 

Hazard Trees. 

John Bridson 

EKC’s proposal to modify some of the terms for the 

regulation and recovery of the Western Plains Wind Farm, 

including removal of the performance band applied to the 

asset. 

Jessica Tucker 
EKC’s fuel inventory management policies, inventory values 

and costs for coal, oil and fuel additives.  

Melissa Hardesty 
Tax-related adjustments and the income tax calculation; 

Property taxes and Kansas ad valorem surcharge; 
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Adjustments to exclude tax-related items for Western Plains 

Wind Farm and Persimmon Creek Wind Farm; Adjustments 

for the sharing of 1997 merger savings; Potential nuclear 

production tax credits available on the Wolf Creek Nuclear 

Generation Station. 

Kimberly Winslow 

Update on EKC’s Rate Modernization and Residential 

Battery Energy Storage Pilot; Request to continue to recover 

education and marketing costs for TOU rates in a regulatory 

asset account; EKC’s new payment assistance pilot program, 

“Stay Connected”; Rate increase applied to transportation 

electrification schedules. 

Bradley D. Lutz 

Optional TOU rate for C&I customers; Notification to non-

LED lighting customers and proposed Conversion Plan; 

Street lighting schedule modifications; Miscellaneous tariff 

changes; Rules & Regulations changes; Rate implementation 

considerations. 

Marisol Miller 
EKC’s annualized/normalized revenues; Electric Class Cost 

of Service (“CCOS”) Study and Electric Rate Design; Off-

Peak Rider. 

Albert R. Bass, Jr. 
Weather normalization; Test-year customer annualization; 

Energy efficiency annualization. 

Ann Bulkley 
Analyses and recommendation regarding the appropriate 

return on equity; Assessment of the proposed capital 

structure to be used for ratemaking purposes. 

 1 

Q. What specifically is EKC requesting from the Commission in its Order to be issued 2 

in this docket. 3 

A. EKC is requesting the Commission to issue an order: 4 

(1) permitting the revised schedules of rates for electric service to become effective, as 5 

proposed, in order to increase the net amount of annual revenues for electric service 6 

for EKC by $196.4 million; 7 

(2) approving EKC’s proposed cost allocation and rate design for each class of 8 

customer, changes to the existing rate schedules, and the creation of the new rate 9 

schedules as proposed in EKC’s Application and testimony;  10 

(3) approving the proposed updates to EKC’s Rules and Regulations; 11 
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(4) approving a nuclear PTC tracker and granting deferral to ensure all benefits related 

to the nuclear PTC are preserved and returned to customers; 

(5) approving modification to the terms of the prior Western Plains Wind Farm 1 

settlement to reflect current considerations and align its regulation with the terms 2 

in place for the Persimmon Creek Wind Farm; 3 

(6) approving Tracker 2 for Pension and OPEBs to be included in rate base as an update 4 

to the prior agreement based on change in market conditions; 5 

(7) approving the Stay Connected Pilot program as requested; 6 

(8) approving the Conversion Plan to convert non-LED private, unmetered lights, and 7 

defer incremental costs for consideration to a future general rate proceeding; 8 

(9) granting a waiver of the Billing Standards to allow EKC to execute the rate changes 9 

resulting from this docket based on the customer billing cycle date instead of on 10 

one fixed date for everyone; 11 

(10) approving continuation of the regulatory asset and liability treatments, including 12 

continuation of the reg asset/liability tracker mechanism; 13 

(11) approving an amortization rate request for New plant account 30316 for software; 14 

and 15 

(12) for such other and further relief as the Commission deems just and reasonable. 16 

IV. ECONOMIC DEVELOPMENT POLICY AND EFFORTS 17 

Q. What does EKC see as near-term opportunities for economic development in Kansas? 18 

A. Evergy, Inc.’s current customer pipeline includes over twenty (20) customers with more 19 

than 6 GWs of incremental demand, which includes substantial interest in the EKC service 20 

territory.   21 
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Q. What about future potential opportunities? 1 

A. Evergy is presently working with many prospective large load customers who are 2 

evaluating Kansas and Missouri locations. A few are in the later stages of working with us 3 

to assess the feasibility of meeting their requirements as they aim for project 4 

announcements in the first half of 2025. These large load customers are more likely to 5 

select Kansas for development if they are confident that Kansas utilities can provide them 6 

with the level of electric service they need for their operations in a timely manner.  7 

Q. How will the addition of this new load benefit EKC’s existing customers if new 8 

investment is required to serve it? 9 

A. Our existing customers receive a relative benefit in rates as the current system fixed costs 10 

are spread over a larger usage base. In addition, bringing these new businesses to Kansas 11 

benefits our economy through job creation, a larger tax base and franchise fees to pay for 12 

schools, roads, and other public facilities and services, development of ancillary businesses 13 

and services, and improved economic resiliency by further diversifying Kansas’ economic 14 

industrial base.  15 

Q. But the rates established in this docket will recover only historical investment costs, 16 

not future costs, correct? 17 

A. That’s correct. However, it will be essential in this and EKC’s other parallel proceedings 18 

to set rates appropriately for new large customers so EKC can access the capital needed at 19 

favorable terms and provide service in a timely manner to ensure the net benefits of this 20 

growth accrue to our existing customers. 21 
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Q. Please discuss EKC’s need for resource adequacy and dispatchable supply to meet its 1 

present and future growth and economic development opportunities. 2 

A. EKC filed its most recent Integrated Resource Plan (“IRP”) on May 17, 2024, in Docket 3 

No. 24-EKCE-387-CPL. The 2024 IRP shows that EKC will need 1,400 MW of new 4 

generation resources by 2030 and 1,700 MW more by 2035. On January 30, 2024, the 5 

Commission issued an Order finding that the Company’s IRP complied with the 6 

requirements of the capital plan framework. 7 

Q. Is much of this investment necessary primarily to service large data centers locating 8 

into EKC’s territory? 9 

A. No. These infrastructure investments are the result of EKC’s regular planning process 10 

identifying the supply resources necessary to support service to all customers existing and 11 

expected in its service territory. It is not unique to or tailored to serve new large loads.   12 

Q. What steps has EKC taken so far to meet the need reflected in the IRP? 13 

A. On November 6, 2024, EKC filed a predetermination application under K.S.A. 66-1239 14 

for three new generation resources: (1) the planned construction and acquisition of 50% of 15 

a 710 MW combined cycle gas turbine (“CCGT”) located in Kansas near its Viola 16 

Substation (“Viola Generating Station” or “Viola plant”), (2) a 50% interest in a second 17 

710 MW CCGT located near Hutchinson, Kansas (“McNew Generating Station” or 18 

“McNew plant”), with flexibility to acquire the second 50% of the McNew Generating 19 

Station, and the construction and ownership of approximately 200 MWDC (159 MWAC) of 20 

solar generation, known as the Kansas Sky generating resource (“Kansas Sky”).  EKC also 21 

launched its demand-side management programs in 2024 as approved by the KCC in 22 

Docket No. 22-EKME-254-TAR. 23 
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Q. How will EKC raise the capital needed to make these investments? 1 

A. Over the coming years, EKC will issue debt, reinvest undistributed equity earnings, and 2 

Evergy, Inc. plans to issue equity as necessary to fund these investments.  The proceeds of 3 

the equity issuance will be used, primarily, to help fund the investments needed at its 4 

subsidiaries – EKC, Evergy Kansas Metro (“EKM”), Evergy Missouri Metro and Evergy 5 

Missouri West, Inc., the operating utilities of Evergy, Inc.  6 

Q. Why not reduce Evergy, Inc.’s shareholder dividend during this time of high 7 

investment to help alleviate the pressure caused by the capital demands of the 8 

operating utilities? 9 

A. Reducing Evergy Inc.’s standard dividend sends a very negative signal to the marketplace 10 

that would likely have long-term, far-reaching negative consequences for the company in 11 

the financial markets. Additionally, long-term shareholders investing in utilities, like 12 

Evergy, Inc., do so expecting a dividend; indeed, many smaller shareholders rely on the 13 

dividend to supplement their income. Lower than expected dividends typically result in 14 

diminished stock performance and higher cost of debt and equity.  As a result, reducing the 15 

dividend paid to our shareholders is something we would only do in extreme situations, 16 

which is not the case here. What we are talking about here is normal, albeit heightened, 17 

utility investment necessary to continue to provide efficient and sufficient service to its 18 

customers.  19 

Q. How do the decisions in this docket impact the investments you have identified? 20 

A. Adequate financial recovery is essential for EKC to be in the position to help optimize 21 

economic development in Kansas.  In this docket, the Commission will set EKC’s revenue 22 

requirement, establishing how that revenue requirement is set and signaling how necessary 23 
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investment by EKC in Kansas will be recovered. Fair state regulatory policies on return on 1 

equity and capital structure are critical to EKC achieving competitive terms from the 2 

financial markets on debt and Evergy, Inc.’s ability to access capital on reasonable terms 3 

in the equity capital markets. When Evergy and EKC approach investors and lenders in the 4 

capital markets, how EKC is being treated by its regulators, relative to how utilities are 5 

treated in other jurisdictions, is a key factor in determining whether EKC can access the 6 

best credit terms possible. This means that EKC’s revenue requirement should be set in 7 

this docket at a level that allows the Company to recover its reasonable cost incurred to 8 

provide service. Fair, competitive and consistent regulatory outcomes make economic 9 

development happen. This includes regulatory policy employed in establishing EKC’s 10 

ROE and its capital structure. I will discuss EKC’s ROE and capital structure in more detail 11 

later in my testimony. 12 

Q. What other actions has EKC taken to address economic development for Kansas? 13 

A. EKC has already filed an updated Economic Development Rider (“EDR”) tariff, which has 14 

been approved, and a Phase 2 Transportation Electrification (“Phase 2 TE”) portfolio, 15 

which is pending before the Commission in Docket No. 25-EKCE-169-TAR.  EKC will 16 

also soon file a Large Load Power Service (“LLPS”) tariff.  17 

Q. What was proposed in EKC’s EDR tariff? 18 

A. EKC’s EDR application implemented the changes adopted by the 2024 Kansas Legislature 19 

to K.S.A. 66-101j, the statute authorizing the Commission to approve discounted rates 20 

under certain circumstances for economic development purposes.  21 

Q. Please explain the LLPS tariff that EKC plans to propose. 22 

A. The LLPS tariff will establish the terms under which large load customers can request and 23 
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receive service. It will be helpful for such customers to know in advance what to expect 1 

when they begin the process of establishing their electric service. It will also adopt 2 

provisions requiring contributions from large customers for construction costs incurred 3 

solely to serve such customers to protect other customers from having to bear those costs. 4 

  The LLPS tariff is expected to be filed in the first half of 2025 and as early as the 5 

next few weeks.  EKC will request the Commission issue an order on the application on an 6 

expedited basis instead of the 240-day timeline provided for in K.S.A. 66-117. To make 7 

this possible, EKC will suggest that the procedural schedule adopted in the LLPS tariff 8 

docket incorporate a Report & Recommendation from Staff upon which interested parties 9 

can file responsive comments instead of rounds of pre-filed testimony. In our proposed 10 

schedule, we will also shorten the time periods applicable to EKC’s deadlines to support a 11 

shorter proceeding. If approved by the Commission, this would provide us with a decision 12 

on the application within roughly six months of the filing, as early as the summer of 2025 13 

depending on the timing of the filing. 14 

Q. Is there a reason EKC plans to file the LLPS tariff separately instead of including it 15 

in this rate case application? 16 

A. Yes, there is. We have a number of customers and potential customers who have expressed 17 

an interest in a potential LLPS tariff for EKC for the purpose of developing their future 18 

business plans. Customers and other stakeholders need clarity as to what the terms of the 19 

LLPS service will be to help them make decisions and move forward. EKC needs to 20 

provide them with the details on the LLPS tariffs as soon as possible to assist them in their 21 

planning and for consistency in treatment among similarly situated large load customers.  22 
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Q. Are there other proposals related to LLPS customers being pursued by EKC that will 1 

accommodate and promote economic development? 2 

A. In addition to the base LLPS tariff, EKC plans to propose the following LLPS riders: 3 

Demand Response & Local Generation Rider, Green Solution Connections Rider, 4 

Alternative Energy Credit Rider, Renewable Energy Program Rider, Clean Energy Choice 5 

Rider, and Customer Capacity Rider. We will also update our Rules and Regulations as 6 

needed to implement and maintain the LLPS tariffs, as will be explained in detail in the 7 

direct testimony of Company witness, Mr. Brad Lutz in the LLPS docket.  8 

Q. EKC filed a docket in September 2024 (Docket No. 25-EKCE-169-TAR) to expand its 9 

electrification programs. How will the programs filed in that docket advance 10 

economic development in Kansas? 11 

A. Transportation Electrification (“TE”) refers to the transition from vehicles powered by an 12 

internal combustion engine to those powered partially or fully by electricity. The 13 

Commission approved EKC’s first phase of TE programs by Order issued December 6, 14 

2021, in Docket No. 21-EKME-320-TAR (“21-320 Docket”). The 21-320 Docket 15 

identified potential benefits of managed charging and other efforts to shift electric vehicle 16 

(“EV”) charging activity to off-peak periods. But with few EVs in the market at the time 17 

and limited industry experience with managed charging, only limited educational efforts 18 

were planned, and the benefits of managed charging were not included in the associated 19 

cost-benefit analysis. Grid management activities were deferred in the 21-320 Docket 20 

pending further information and the development of supporting technologies. Since then, 21 

new data from EKC’s TE portfolio and the broader utility industry have enabled EKC to 22 
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now effectively pursue and assess the incremental benefits of managing the system impacts 1 

of TE. 2 

EKC’s Phase 2 TE application was filed on September 30, 2024, in Docket No. 25-3 

EKCE-169-TAR. Our commercial and industrial customers are interested in adopting and 4 

expanding their deployment of electric fleet vehicles. EKC is seeking an order from the 5 

Commission allowing it to implement its portfolio comprised of a Fleet Advisory Services 6 

(“FAS”) Program and a Residential Managed Charging (“RMC”) Pilot. Not only do these 7 

programs respond to the desires expressed by our customers, but they also focus on 8 

delivering benefits to all ratepayers by shaping EV charging load to make the best use of 9 

existing electric system capacity.  10 

Q. In September 2023, the KCC conditionally approved demand-side management 11 

(“DSM”) programs for EKC and EKM. What is the status of EKC and EKM offering 12 

DSM programs to their customers? 13 

A. The Commission conditionally approved the Initial Program Settlement and the Financial 14 

Settlement with seven modifications1. The approved portfolio, consisting of programs for 15 

residential, business and low-income customers, includes a 4-year program budget of $73.7 16 

million and a reserve of $17.7 million for EKC. The seven modifications and status of those 17 

modifications are shown in Table 1 below: 18 

 

 

 

 

 
1 Docket No. 22-EKME-254-TAR, Order on Evergy’s Application and Settlement Agreements. 
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Table 1 1 

Condition Status 

Downward modification of Earnings Opportunity Financial recovery compliance tariffs filed 

on February 29, 2024 

Approval of Evaluation, Measurement, and 

Verification (“EM&V”) approach 

Joint Filing of EM&V approach on 

January 23, 2024  

Commission approval on January 31, 2024 

No direct ratepayer funding of fuel-switching 

measures 

Compliance program tariffs filed on 

January 31, 2024 

Report to the Commission regarding Federal 

funding guidance 

Initial Report was filed on October 31, 

2023 

Update Report was filed on May 31, 2024 

Modification of the Initial Program Settlement to 

clarify the Commission retains full jurisdiction to 

consider a future Pay-As-You-Save (“PAYS”) 

Program 

Stakeholder engagement has ensued 

in 2024 and program filing is planned 

for 1Q 2025 

At least 12 months prior to any application to 

renew or extend KEEIA, EKC and EKM would 

provide a workshop update detailing the 

effectiveness of EKC’s and EKM’s current 

KEEIA programs and changes expected in the 

subsequent application 

Not applicable as of yet 

Updated implementation timeline Included in Joint Filing of EM&V 

approach on January 23, 2024  

Commission approval on January 31, 2024 

 2 

EKC successfully launched its programs in 2024.  Below in Table 2 and Table 3, I present 3 

the availability of the residential and business programs by year. Since launching, EKC 4 

and EKM have seen positive results and participation from our engagement with 5 

customers.  6 

 7 

 8 

 9 

 10 

 11 
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Table 2 1 

Residential Programs 2 

 3 

Table 3 4 

Business Programs 5 

 6 

Program Name Offer Name 

Whole Home HVAC Rebates 
Efficiency Program Air Sealu,g & lnsulatJon Rebates 

Energy Efficient Products (Online M811cetplace) 

" Hard•to•Reach Enhanced HVAC Rebates 
Homes Program Enhanced Air Sealing & Insulation 

Enhanced Energy EffJcienC}' Products (Offer Center) 

Enhanced Appl ance Recycli~ 
Enemv Savino Trees 
School Kits 
Foodba k G1veawap 
Enemv Assessment & FREE Enemv Savinos Kit 
Income Eligible Mu!t~Family .... Weatherlzatton Assistance 

Hom@En@rgy Market ng for Res1denllal Education 
Education Program Commurul! Events 

Dtgolal Tools 
Kansas LILIES 
Rural Commun1~emem 
Hom.a Er.. gy Edueu• or Peport 

Home Demand Residential Demand Response 

Response Program Water Heater Demand Response 

P i lots 

• a AvaJabrJ,ry contmgent on budget 

Program Name 

Whole Business 
Efficiency Program 

Hard-to-Reach 
Businesses Program 

.. 
Business Energy 
Education Program 

Bu siness Demand 
Response Program 

Pilots 

Offer Name 

1-NAC Rebates (custom only) 
Air Sealing & Insulation Rebates (Custom) 
Energy Efficient Products 
Reflll_eration Rebate 
Mechanical Uoorade Rebate 

custom 

Enhanced 1-NAC Rebates (custom only) 
Enhanced Air Sealinq & lnsulat10n Rebates (Custom) 
Enhanced Energy Efficient Products 
Enhanced Refigeration Rebate 

Enhanced Mechanical Uoarade Rebate 
custom 
Energy Assessment & FREE Enerqv Savings Kit 

Mai keting for Business Educatl<ln 
Community Events 
Digital Tools 
Rural Community Enqaqement 

Build ng Operator Education 

Business Demand Response 

Availability 
2024 I 202s 2026 I 2021 
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In addition to implementing approved programs, EKC and EKM have had several 1 

constructive workshops with Staff and stakeholders in 2024 to discuss unlocking additional 2 

budget for the Hard-To-Reach Homes program, Hard-To-Reach Business program, and 3 

Whole Business Efficiency program, as provided for in the Initial Programs Settlement. 4 

EKC and EKM have also engaged with Staff and stakeholders on the PAYS program 5 

design and anticipates a filing in 1Q 2025. 6 

Q. How do DSM programs advance economic development? 7 

A. A leading benefit of the approved programs includes lowering energy bills for EKC’s 8 

customers. When bills are reduced, a business or household can spend that money 9 

elsewhere in the economy promoting overall economic growth. Another direct result of 10 

offering energy efficiency programs is job creation. For example, most energy efficiency 11 

jobs are local because installation and maintenance of higher efficiency equipment is done 12 

locally. Lastly, EKC offers tailored programs to low- and moderate-income customers and 13 

small businesses who typically need additional outreach to engage in energy efficiency 14 

education and incentives so that those vulnerable groups can also be more successful in 15 

lowering their bills. Not only is energy efficiency considered the lowest cost resource to 16 

meet energy needs, but economic development is a key outcome of offering the programs. 17 

EKC customers are now on an equal playing field with other states that have energy 18 

efficiency programs and incentives, including Missouri. 19 

Q: In the 2023 rate cases for EKC and EKM, EKC was granted an increase of $74.0 20 

million, while EKM received a decrease of $32.9 million, which were net of costs 21 

recoverable through Commission approved riders. Now EKC is requesting another 22 

increase while EKM’s rates stay the same. Is this an inequity between the two 23 
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operating utilities of Evergy, Inc.? 1 

A: No, there is not inequity. EKC and EKM are two separate operating companies, with 2 

separate infrastructures (generation and distribution systems) that have separate ages and 3 

are in different conditions. The customer profiles of the two operating companies and the 4 

customer density and geographical span of the customer base are different as well. As 5 

mentioned in Mr. Ryan Mulvany’s direct testimony, EKC’s level of distribution investment 6 

has not kept pace to address the utility’s aging infrastructure. EKC has made significantly 7 

more distribution investments to help begin addressing the aging infrastructure over the 8 

past two years and EKC’s customer base has been receiving the benefit of these 9 

investments. The increased level of distribution investment into EKC’s infrastructure is a 10 

primary driver for the rate increase requested in this application. 11 

V. WESTERN PLAINS WIND FARM MODIFICATIONS AND WOLF CREEK 12 

NUCLEAR PRODUCTION TAX CREDIT 13 

 14 

Q. What is EKC proposing in this case concerning the Western Plains Wind Farm 15 

(“Western Plains”)? 16 

A. EKC is requesting the Commission modify the terms of the settlement agreement in 17 

Westar’s 2018 rate case in Docket No. 18-WSEE-328-RTS (“18-328 Docket” and “18-328 18 

S&A”) to align the regulatory treatment for Western Plains with those applicable to the 19 

Persimmon Wind Farm, as approved in EKC’s 2023 rate case in Docket No. 23-EKCE-20 

775-RTS (“23-775 Docket”). The specific modifications requested for Western Plains are: 21 

• Remove the performance band applicable to Western Plains 22 

• Remove the transfer of the residual value of the wind farm at the end of the 20-23 

years (i.e., retain the residual value at EKC for retail customers).  This would permit 24 
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the wind farm asset to remain in rate base and continue operating for the benefit of 1 

EKC retail customers consistent with traditional regulatory assets. 2 

• After twenty years, allow the levelized revenue requirement to be reevaluated to 3 

consider any maintenance capital expenditures, costs associated with life extension 4 

for the plant, or other additional costs incurred to operate and maintain the resource. 5 

Q. What is the basis for this request? 6 

A. The request is filed under Paragraph 23 of the 18-328 S&A which reads: 7 

In the event of changes in law or regulations, or the occurrence of events outside 8 

the control of Westar that result in a material adverse impact to Westar with respect 9 

to recovery of the Western Plains revenue requirement, Westar, as applicable, may 10 

file an application with the Commission proposing methods to address the impact 11 

of the events, including adjusting the credit due to customers through the ACA 12 

described above. The other Parties to this settlement shall have the right to contest 13 

any such application, including whether the impact of the change or event is 14 

material to Westar, and whether the proposed remedy in the application is 15 

reasonable.2 16 

 17 

 Since the time of the 18-328 S&A, the federal government has extended the Production 18 

Tax Credit (“PTC”) for wind farms, and other governmental subsidies and pro-wind 19 

policies have been implemented. These events were outside the control of EKC and will 20 

result in material adverse impacts to EKC with respect to its ability to recover Western 21 

Plains’ revenue requirement.  22 

Q. Will the modifications harm EKC’s customers? 23 

A. They will not. The modifications are intended to remove provisions contained in the 18-24 

328 S&A that no longer make sense and that unreasonably penalize EKC for the efficient 25 

operation of an asset that provides real value to EKC’s customers. Company witness, Mr. 26 

John Bridson, addresses this issue in depth in his direct testimony.  27 

 
2 18-328 Non-Unanimous Settlement Agreement filed July 17, 2018 (“18-328 S&A”), pp. 6-7, ¶23.  
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 Q. What is EKC requesting in this case regarding a PTC for Wolf Creek’s nuclear 1 

generation? 2 

A. The Inflation Reduction Act of 2022 created a new tax credit for electricity produced by 3 

nuclear facilities that is sold after December 31, 2023, and before December 31, 2032.  The 4 

credit is intended to help support nuclear facilities that produce emission-free electricity.  5 

  The US Treasury has provided guidance on the prevailing wage requirement, but it 6 

has not provided any guidance on how gross receipts should be calculated. If EKC is 7 

allowed to use the gross receipts we receive from the sale of power to the SPP marketplace 8 

EKC could receive $60-$70 million in PTC credits a year from 2024-2032. However, if we 9 

must compute gross receipts using the amounts we receive from customers in our rate 10 

cases, we expect our PTC to be $0.00 annually over the same period.  We believe the SPP 11 

market pricing is a reasonable method to determine the gross receipts used to compute the 12 

credits, but guidance is needed before a final determination can be made. 13 

Q. How will this PTC impact EKC’s customers? 14 

A. Because of the uncertainty of the credit currently, we have not included it in the 15 

computation of income tax expense or as a deferred tax asset in this case. In this application, 16 

EKC is asking the Commission for approval of a regulatory accounting tracker mechanism 17 

so that if a credit is received in the future, it will be deferred into the tracker and included 18 

in the next rate case through an amortization or other approved mechanism for return to 19 

customers, to be approved by the Commission in that next rate case proceeding.  20 

As such, any credit received by EKC will flow through to our customers in rates 21 

once realized by EKC.  This could potentially result in a substantial benefit to our 22 

customers if the Treasury interprets the PTC methodology for gross receipts to be applied 23 
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utilizing market pricing which we believe would be a reasonable determination under the 1 

legislation. 2 

Q. When will EKC know the outcome of this potential credit? 3 

A. At this time, it is unknown when the IRS will provide necessary guidance to determine the 4 

value of the PTC’s to EKC, if any. However, Commission approval of EKC’s PTC 5 

regulatory liability deferral request in this case ensures that customers will receive the full 6 

benefit of any PTCs that are ultimately received. For the details and status of the issue, I 7 

refer you to the direct testimony of Company witness, Ms. Melissa Hardesty. 8 

VI. RETURN ON EQUITY AND CAPITAL STRUCTURE POLICY 9 

Q. What capital structure and ROE is EKC proposing in this docket? 10 

A. Our revenue requirement calculation uses EKC’s actual stand-alone capital structure of 11 

48.03% debt and 51.97% equity, and a ROE of 10.50%. The direct testimonies of Mr. 12 

Geoffrey Ley and Ms. Bulkley provide evidentiary support for these positions.  13 

Q. You state above that “fair, competitive and consistent regulatory outcomes make 14 

economic development happen,” and that this “includes regulatory policy employed 15 

in establishing EKC’s ROE and its capital structure.” Please explain your concern in 16 

this regard. 17 

A. While I do not intend to relitigate what happened in EKC’s and EKM’s 2023 rate case in 18 

Docket No. 23-EKCE-775-RTS (“23-775 Docket”), some background from that case is 19 

necessary to understand the Company’s position on these issues in this case.   20 

Q. What happened in the 2023 case on capital structure? 21 

A. In that case, EKC proposed rates that were based on the stand-alone capital structure of 22 

EKC, consistent with the terms and tenor of the Commission’s May 24, 2018 Order 23 
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approving the merger of Kansas City Power & Light Company and Westar in Docket No. 1 

18-KCPE-095-MER (“18-095 Merger Order”).  The purpose of the financial commitments 2 

implemented as part of the 18-095 Merger Order was to ensure the separation of the capital 3 

structures of Evergy, Inc. and its operating utilities and to protect the financial integrity of 4 

the operating utilities. The companies fulfilled the financial and hold harmless 5 

commitments agreed to in the merger docket, keeping separate debt and equity financing 6 

for the utilities, securing all EKC and EKM debt by the assets of only EKC and EKM, 7 

respectively, under their separate mortgages and prohibiting all cross-default risk between 8 

the entities. As a result, at the end of the 5-year moratorium post-merger, the capital 9 

structures for the utility companies were separate from each other and from Evergy, Inc. 10 

Furthermore, the stand-alone capital structures of the utility companies were reasonable 11 

when compared to what are the normally accepted capital structures for setting utility rates 12 

– EKC’s capital structure was approximately 48% debt and 52% equity. The 2023 case did 13 

not include any evidence indicating that the actual capital structures of the utility 14 

companies were inappropriately imbalanced, not representative of utility operations, or 15 

otherwise questionable.  16 

As part of the case, EKC presented substantial evidence that the requested capital 17 

structure reflected the capital structure supporting utility operations. Despite these facts, 18 

Staff took the position that EKC’s and EKM’s rates should be set apportioning Evergy, 19 

Inc. debt to the operating utility capital structure. Staff advocated for the application of the 20 

lowest overall cost of capital representative of utility operations and recommended a capital 21 

structure that resulted in the lowest cost without addressing whether it was truly 22 

representative of utility operations. Importantly, and as further described in the testimony 23 
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of Mr. Ley3, in preparation for the ROE/Capital Structure Workshop in November 2024, 1 

EKC and its consultants looked at the capital structures authorized for electric operating 2 

companies owned by 29 holding companies in their most recent rate proceedings. Review 3 

of 109 rate case decisions did not find an instance for these companies in which their 4 

regulator explicitly allocated or imputed parent level holding company debt to the 5 

operating company, which supports the position that imputing holding company debt to 6 

the operating company is irregular and inconsistent with typical regulatory practice. 7 

In short, a recommendation to consider Evergy, Inc. debt when establishing EKC’s 8 

and EKM’s capital structures and rates of return was inconsistent with the presented facts, 9 

peer utility and jurisdiction treatment, and applicable regulatory policy.  10 

Q. What about the argument that the higher debt level at Evergy, Inc. had a negative 11 

impact on the capital costs of EKC and EKM? 12 

A. There was no evidence indicating the capital costs of the operating utilities were negatively 13 

impacted by the level of debt at the parent company. The contention that, since Evergy, 14 

Inc. essentially owned only its operating utilities and its only real source of income was the 15 

dividends from these operating utilities the consolidated capital structure of all the entities 16 

should be used, was misplaced. Specifically, that position encroaches on the Commission’s 17 

stated policy of employing a capital structure that will result in the lowest overall cost of 18 

capital that is representative of utility operations.4 It also conflicts with the standalone 19 

principle more fully discussed by Mr. Ley in his direct testimony, as well as the 20 

 

3 Ley Direct, pp. 22-23. 

4 Order, In the Matter of the Joint Application of Great Plains Energy Incorporated, Kansas City Power & Light 

Company and Westar Energy, Inc., for Approval of the Acquisition of Westar Energy, Inc. by Great Plains Energy 

Incorporated, Docket No. 16-KCPE-593-ACQ (April 19, 2017), pp. 41-42 (emphasis added). 
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fundamentals of the three standards outlined by Hope and Bluefield.5  Mr. Ley addresses 1 

these issues and explains why considering the debt at Evergy, Inc. reflects an inaccurate 2 

understanding of the parent/subsidiary relationship and how the markets work in these 3 

circumstances.   4 

Q. Are there other reasons to reject the assumptions inherent in advocacy for the 5 

consolidated capital structure position? 6 

A. Yes.  As I said above, utilizing a consolidated capital structure gives no consideration to 7 

the separation of the financing activities of the parent and operating companies.  Instead, 8 

arguments for a consolidated capital structure approach ignored the distinguishing features 9 

of the actual capital situation at the operating utilities, extensive merger financial 10 

commitments that have been met, the regulatory policy of the standalone principle and the 11 

relative treatment of utility peers in their regulatory jurisdictions. This was not a small 12 

matter in the case; the potential use of a consolidated capital structure translated into a 13 

revenue requirement reduction from EKC’s filed position of $25 million. 14 

Q. What about recommendations on ROE in the 2023 cases?  15 

A. The Company requested the Commission authorize a 10.25% ROE in the 23-775 Docket 16 

in reliance upon the analysis of its expert witness, Ms. Bulkley, and the testimony of 17 

Evergy, Inc.’s then Chief Financial Officer, Mr. Kirk Andrews.  Staff recommended a 9.3% 18 

ROE, the same as was approved for EKC and EKM in 2018.   19 

The Company’s requested ROE reflected the significant changes that had occurred 20 

in the capital markets and the cost of capital since 2018.  Interest rates had risen 21 

dramatically, and U.S. Government securities (both short and long-term), corporate bonds, 22 

 
5 See Bluefield Waterworks & Imp. Co. v. Pub. Serv. Comm'n of W. Va., 262 U.S. 679, 689-90 (1923), and Federal 

Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) (referred to as “Hope and Bluefield”). 
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home mortgage rates, auto loans, and bank certificates of deposit all showed markedly 1 

higher capital costs than in 2018.  Dividend yields in the stock market had risen and Price-2 

Earnings ratios had fallen for investor-owned utilities. Given the facts in 2023, a 3 

recommendation to hold the ROE flat relative to the level authorized in 2018 ignored these 4 

significant charges in the broader market, as well as the rising trend in authorized ROEs 5 

for regulated utilities across the country - the same companies with whom EKC competes 6 

for capital.  Again, this was a major issue in the case; the recommendation to hold ROE 7 

flat at 9.3% translated into a revenue requirement reduction of $38 million. 8 

In total, the recommendations for a consolidated capital structure and 9.3% ROE 9 

resulted in a total revenue reduction from EKC’s filed position of over $63 million. 10 

Q. If the alternative recommendations on capital structure and ROE were unreasonable, 11 

why did the Company enter into a settlement agreement accepting those 12 

recommendations? 13 

A. As it was the first post-merger case filed after a five-year rate moratorium, the 2023 rate 14 

case was very complex with many issues at play.  In balancing the risk on those many 15 

issues, EKC determined it was necessary to accept the settlement in its entirety and then 16 

work with Staff and others outside of a rate case to explore a path forward on capital 17 

structure and ROE.  As I explained in my testimony in front of the KCC in support of the 18 

2023 Kansas Rate Case settlement,  19 

(w)hile resolved for purposes of this case, there remain some disagreements 20 

as to foundational policy issues that Evergy intends to continue to work on 21 

with the Parties after this proceeding. The Company’s goal is for Kansas to 22 

have policies in place that are supportive of economic development and 23 

growth opportunities for businesses and individuals in our state. To help 24 

advance those objectives, utilities in Kansas must have the financial 25 

strength and flexibility to be supportive partners in achieving these positive 26 
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outcomes for Kansas. We will be engaging with stakeholders to create 1 

clarity that utilities in Kansas are afforded opportunities to maintain their 2 

financial strength consistent with industry peers with which we compete for 3 

financial investment. 4 

 5 

So, while the 2023 rate case was ultimately settled, the wide ranges between intervenor 6 

positions in testimony on capital structure and authorized ROE created uncertainty and 7 

drew considerable attention, highlighting the need for collaborative dialogue before the 8 

Commission. 9 

Q. Has EKC worked on these issues since the 2023 cases ended? 10 

A. Yes. EKC supported House Bill 2527 during the 2024 legislative session. As initially 11 

drafted, the legislation would have required the Commission to use certain defined 12 

standards when adopting a capital structure and authorizing an ROE to set rates, providing 13 

better predictability around these issues for the Commission, the companies, customers, 14 

and investors. 15 

Negotiations on HB 2527 resulted in passage of a compromise bill wherein the 16 

specific capital structure and ROE provisions were removed and, instead, the parties agreed 17 

to pursue an open workshop to further engage on these critical elements of ratemaking. The 18 

KCC held that workshop on November 20, 2024. 19 

Q. Did the workshop result in a Commission order providing policy or guidance on 20 

future capital structure and ROE decisions? 21 

A. It did not. The workshop involved a presentation by EKC’s internal staff and outside capital 22 

market consultants explaining, in a more conversational setting, capital structure and ROE 23 

policy and the practical and competitive reasons to adopt and apply well-established 24 

standards, such as the stand-alone policy on capital structure explained below. 25 
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Q. What information was provided to the Commission by EKC at the workshop? 1 

A. Presentations were made by the following individuals on the topics indicated: 2 

• Darrin Ives, Evergy, Inc.’s Vice President Regulatory Affairs, on “Economic 3 

Development Opportunity and Infrastructure Investment” 4 

• Geoffrey Ley, Evergy, Inc.’s Vice President Corporate Planning and Treasurer, on 5 

“Capital Structure and Return on Equity (ROE) Fundamentals” 6 

• Bryan Buckler, Evergy, Inc.’s Executive Vice President Chief Financial Officer, on 7 

“Comparability of ROEs and Capital Structures in the Industry; Importance to 8 

Attract Capital” 9 

• Todd A. Shipman, CFA (Consultant at Concentric Energy Advisors; former Sector 10 

Specialist for North American Utilities at S&P Global Ratings), on “The Rating 11 

Agency and Fixed Income Investor Perspectives” 12 

• Dan Ford, Vice Chairman of Natural Resources and Clean Energy Transition Group 13 

at Citigroup; former utility equity research analyst, on “Industry Capital Needs and the 14 

Equity Investors’ Perspectives” 15 

I have provided a copy of these presentations as Exhibit DRI-1. 16 

Q. What standards should the Commission follow in adopting a capital structure and 17 

setting an ROE for EKC in this case? 18 

A. There is precedent and policy that informs the Commission when adopting a capital 19 

structure and ROE. I am not a lawyer, but I will touch on these legal standards from an 20 

experienced layperson’s perspective. Concurrent with the filing of this Application, EKC 21 

has also filed a legal memorandum addressing the standards and I defer to that analysis for 22 

support of my comments that follow. 23 
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The U.S. Supreme Court set out the guiding principles for determining a fair rate 1 

of return for a public utility in two seminal cases: Bluefield Water Works and Improvement 2 

Co. v. Public Service Comm’n. and Federal Power Comm’n v. Hope Natural Gas Co.6 It is 3 

referred to as the “Hope and Bluefield” standard, which recognizes that the fair rate of 4 

return on equity should be: 5 

• Commensurate with returns investors expect to earn on other investments of similar 6 

risk (the “comparable risk” standard); 7 

• Sufficient to assure confidence in the company’s financial integrity (the “financial 8 

integrity” standard); and 9 

• Adequate to maintain and support the company’s credit and to attract capital (the 10 

“capital attraction” standard).7 11 

Q. Does a Hope & Bluefield analysis result in identifying an ROE range of 12 

reasonableness? 13 

A. No. It establishes the qualitative parameters for a Commission to follow. Traditionally, 14 

most regulatory jurisdictions use various models to do the quantitative analyses that result 15 

in a recommended range for an appropriate ROE. If those analyses are performed correctly 16 

and fairly, the Commission can reasonably rely on the results for evaluating what ROE, 17 

within that range, should be adopted. 18 

 

 
6 Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 (1944) (“Hope”); Bluefield Waterworks & 

Improvement Co., v. Public Service Commission of West Virginia, 262 U.S. 679 (1923) (“Bluefield”).  

7Bluefield, at 692-93; Hope, at 603. 
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Q. If it’s a range, shouldn’t the lowest end of the range always be used so as to keep rates 1 

as low as possible? 2 

A. Not necessarily, if it were that simple then there would be no purpose in considering a 3 

range.  Hope & Bluefield dictate that the Commission must apply its three standards to the 4 

analysis – the comparable risk standard, the financial integrity standard and the capital 5 

attraction standard. If utility companies with comparable risk to EKC are generally 6 

receiving authorized ROEs higher than the minimum of the range, then something higher 7 

than the minimum should be approved for EKC to meet the comparable risk prong of Hope 8 

& Bluefield. Similarly, if the lowest in the range would compromise EKC’s financial 9 

integrity or harm its ability to attract capital on favorable terms similar to other similarly 10 

situation utilities, then the lower part of the range is not appropriate and does not comply 11 

with Hope & Bluefield. 12 

What investors consider in their evaluation of investment opportunities among 13 

utility companies is extremely relevant to this analysis – in fact, it is an integral aspect of 14 

the analysis. Investors value an authorized ROE that is comparable to what is being 15 

authorized for other companies with whom EKC and Evergy, Inc. compete for capital. 16 

It is also important to recognize that a lower authorized ROE does not necessarily 17 

equate to lower rates – at least not in the long run. Mr. Ley discusses this further in his 18 

direct testimony.8 19 

 

 

 
8 Ley Direct, pp. 16-18. 
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Q. Are there standards adopted in Kansas that guide the establishment of an appropriate 1 

ROE? 2 

A. Yes. The Commission follows the standard set out in Hope & Bluefield.9 In addition, 3 

consistent with federal precedent, the Kansas Supreme Court has said that the Commission 4 

is to balance the public need for adequate, efficient, and reasonable service with the utility’s 5 

need for sufficient revenue to meet the cost of furnishing service and to earn a reasonable 6 

profit.10 7 

Q. Are there standards adopted in Kansas that guide the Commission’s determination 8 

on the appropriate capital structure to use in setting a utility company’s revenue 9 

requirement? 10 

A. Yes. As I said above, the Commission follows Hope & Bluefield which encompasses 11 

capital structure as well as ROE.  12 

Additionally, Commission Orders routinely set out a policy of adopting the capital 13 

structure ratios used by a utility to fund its regulated utility operations. By definition, this 14 

would be the utility’s standalone capital structure absent evidence showing that a different 15 

capital structure is what actually funded the regulated utility’s operations and assuming the 16 

utility’s capital structure is balanced. We saw this in a Kansas court of appeals case where 17 

the court was reviewing a KCC decision that adopted a hypothetical capital structure for 18 

Moundridge Telephone11. The Court said,  19 

 
9 For example, see Docket No. 15-WSEE-115-RTS, Order issued September 24, 2015, pp. 25-26. 

10 See EKC’s “Memorandum Regarding Subsidiary Utility Capital Structure Determinations” (“Legal 

Memorandum”), filed in this docket on January 31, 2025, p. 9, discussing Danisco Ingredients USA, Inc. v. Kansas 

City Power & Light Co., 267 Kan. 760, 773 (1999). 
11 See Legal Memorandum at pp.  9 and 11, discussing Moundridge Telephone Co., Inc. v. Kansas Corp. Com’n, 361 

P.3d. 523 (2015), unpublished decision. 
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When a capital structure is considered unbalanced, issues arise. A utility 1 

heavy in equity as opposed to debt increases the company’s revenue 2 

requirement under the standard formula …  Using a hypothetical capital 3 

structure when actual structures are unbalanced has been consistently 4 

viewed as a legitimate means of balancing the investors’ interests with the 5 

costs to the utility’s customers.12 6 

 

 The Commission’s ability to use capital structures other than the utility’s was 7 

acknowledged by the court, but only when the "actual structures are unbalanced." 8 

Q: Are there specific standards from other jurisdictions that address capital structure 9 

policy? 10 

A: Yes. The FERC’s policy is to rely on the actual capital structure of the utility if it is within 11 

industry norms, so long as the utility issues its own non-guaranteed debt, has a bond rating, 12 

and has an equity ratio within the historical range approved by the FERC.13  If the operating 13 

utility meets these criteria, it has made a prima facie showing of financial risk separation 14 

between the operating company and the parent company.14 FERC has rejected capital-15 

structure challenges in cases where there was no showing that the capital structures 16 

employed were inaccurate, unreflective of their actual capitalizations, or inconsistent with 17 

previously approved capital structures, and the courts have upheld this approach. 18 

Q. Can you summarize what EKC is seeking from the Commission regarding the use of 19 

a capital structure and the authorization of an ROE in setting EKC’s rates? 20 

 
12 Moundridge, at *38 (emphasis added). 

13 See Legal Memorandum at pp, 3, 6, 7, discussing High Island Offshore System, L.L.C. 110 FERC, ¶ 61,043, P134. 

See also Enbridge, 100 FERC ¶ 61,260 at P 173, Michigan Gas Storage Co., 87 FERC ¶ 61,038 at 61,157-61 (1999); 

Transcontinental Gas Pipe Line Corp., Opinion No. 414-A, 84 FERC ¶ 61,084 at 61,415 (Transco), reh'g denied, 

Opinion No. 414-B, 85 FERC ¶ 61,323 (1998), petition for review denied, North Carolina Utilities Commission v. 

FERC, 203 F.3d 53 (D.C. Cir. 2000) (per curiam). 

14 See Legal Memorandum at pp, 3 and 6, discussing Ass’n of Bus. Advocating Tariff Equity Coalition v. Midcontinent 

Indep. Sys. Operator, Inc. 156 FERC ¶ 61,060, at P 29 (2016)); see, also, Transcon. Gas Pipeline Corp., Opinion No. 

414, 80 FERC ¶ 61,157, at 61,664 (1997) (stating “a utility should be regulated on the basis of its being an independent 

entity; that is, a utility should be considered as nearly as possible on its own merits and not on those of its affiliates.”). 
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EKC and our investors seek and benefit from clarity, fairness and consistency in KCC 1 

policy on these rate case issues, now and in the future. Kansas has recently been one of the 2 

lower rated regulatory environments for utility investors, which creates impediments to 3 

raising capital for investments necessary to support economic development. The passage 4 

of HB 2527 signaled positive legislative and stakeholder support of future utility 5 

investment in the state and support for economic development. As a result, Regulatory 6 

Research Association (“RRA”) raised Kansas’ ranking in July 2024 from “Below 7 

Average/1” to “Average/3” due to the enactment of HB 2527, which RRA expected would 8 

help mitigate - though not necessarily eliminate - regulatory lag. 9 

However, investors continue to raise questions about the relative competitiveness 10 

of the Kansas regulatory environment and supportiveness of financial strength of Kansas 11 

utilities; capital structure and ROE are key factors cited. According to data from RRA, 12 

vertically integrated electric utilities that operate in the most constructive regulatory 13 

environments (“Above Average/3” and higher from RRA) have higher earned ROEs and 14 

interest coverage ratios, which benefit customers through higher credit metrics, better 15 

credit ratings, and lower capital costs. Between 2019 and 2023, EKC’s interest coverage 16 

ratio and earned ROE have generally been below the median, and below the average of 17 

peer utilities that operate in jurisdictions ranked equal to or worse than Kansas.15 18 

Clarity of the Commission's financial policies regarding ROE and capital structure, 19 

alignment of those policies with supporting economic development and the utility 20 

investment necessary for economic development, and consistent application of those 21 

 
15 Source: Regulatory Research Associates, Utility Subsidiary Quality Measures Databook 2019Y – 2023Y (August 

5, 2024). Excludes pure play natural gas utilities and T&D-only electric utilities. 
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policies in rate cases will provide benefits by demonstrating to investors that Kansas will 1 

provide a fair, competitive, and reasonable return on investor capital deployed in Kansas. 2 

Q. How can the Commission provide such clarity in this case? 3 

A. The Commission can endorse the “stand-alone policy” for capital structure and apply it in 4 

this case. EKC meets the 3-prong test, so its individual capital structure should be used. 5 

Under such a policy, another party would need to present evidence that the utility’s capital 6 

structure is inappropriate for some reason, or out of sync with the norm, before the burden 7 

would shift back to the utility to present evidence proving otherwise. Such a policy would 8 

serve to benefit all parties involved in the analysis; and it would meet the Hope & Bluefield 9 

standards. 10 

On ROE, the Commission can make clear its intent to bring the authorized ROEs 11 

of Kansas utility companies more in line with other comparable entities by adopting an 12 

ROE for EKC that places a stated emphasis on the comparable risk standard of Hope & 13 

Bluefield.  Although utility companies almost always address the comparable risk standard 14 

in the testimony they file in rate cases, it is frequently given little attention and often only 15 

referenced to explain why it is being rejected as a relevant factor impacting the analysis. 16 

The Commission should avoid the practice of taking the lowest ROE possible when it is 17 

out of sync with ROEs being authorized around the country for other similar-risk utility 18 

companies. 19 

VIII. CONCLUSION 20 

 

Q. How would you summarize your testimony and this rate case application? 21 

A. In summary, EKC’s proposals in this docket support the Company’s on-going focus on 22 

affordability, reliability, and sustainability. EKC has continued to make investments to 23 



37 

 

 

support the reliability of its system, and we have an opportunity now to make new 1 

investments that will help bring new economic growth to Kansas. EKC is excited about the 2 

future for Kansas and approving the requests in this application will position EKC well for 3 

meeting these opportunities with a diverse energy portfolio, DSM programs, competitive 4 

rates, and the advantages of reliable, affordable electricity.  5 

To succeed, it is essential that the revenue requirement set for EKC be adequate, 6 

including the adoption of a reasonable capital structure and return on equity. It benefits 7 

customers and shareholders alike for the Commission to employ policies that will maintain 8 

EKC as a financially healthy and competitive utility. 9 

Q. Does this conclude your testimony? 10 

A. Yes, thank you. 11 
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) ) Presentation Agenda 
• Section 1: Economic Development Opportunity and Infrastructure Investment 

• Slides 10-18 
• Speaker: Darrin Ives - Vice President, Regulatory Affairs 

• Section 2: Capital Structure and Return on Equity (ROE) Fundamentals 
• Slides 20-30 

• Speaker: Geoffrey Ley- Vice President, Corporate Planning and Treasurer 

• Section 3: Comparability of ROEs and Capital Structures in the Industry; Importance to Attract Capital 
• Slides 32-39 

• Speaker: Bryan Buckler - Executive Vice President, Chief Financial Officer 

• Section 4: The Rating Agency and Fixed Income Investor Perspectives 
• Slides 44-58 

• Speaker: Todd A. Shipman - CFA (Consultant at Concentric Energy Advisors; former Sector Specialist for 
North American Utilities at S&P Global Ratings) 

• Section 5: Industry Capital Needs and the Equity Investors' Perspectives 
• Slides 60-69 

• Speaker: Dan Ford - Vice Chairman of Natural Resources and Clean Energy Transition Group at Citigroup; 
former utility equity research analyst 
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) ) Capital Structure and ROE Workshop Background 
• The current business expansion pipeline represents a generational opportunity for Kansas to grow its 

economy. HB 2527 was developed and passed to enhance Kansas' electric utilities' ability to attract 
competitively priced capital from investors to fund the needed infrastructure investment that enables this 
economic opportunity 

• The original form of HB 2527 included provisions that would have provided better predictability around 
capital structure and authorized ROE to the Commission, company, customers, and investors 

• Parties to the HB 2527 discussions agreed to remove these provisions and instead pursue an open 
workshop to further engage on these critical elements of ratemaking, outside the confines of a legislative 
session or rate case 

• While Evergy's 2023 rate case was ultimately settled, the wide ranges between intervenor positions in 
testimony on capital structure and authorized ROE created uncertainty and drew considerable attention, 
highlighting the need for collaborative dialogue before the Commission 

HB 2527 is supportive, enabling legislation creating opportunities for additional investment by 
Evergy in Kansas. While positive for investors, concerns remain after the 2023 Evergy Rate 
Case as to whether Kansas will have competitive frameworks for capital structure and ROE 
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Importance Of Kansas ROE And Capital Structure Competitiveness 

In Evergy testimony in front of the KCC in support of the 2023 Kansas Rate Case settlement, Evergy's 
witness stated, 

"while resolved for purposes of this case, there remain some d;sagreements as to foundational policy 
issues that Evergy intends to continue to work on w;th the Parties after this proceeding. The 
Company's goal is for Kansas to have policies in place that are supportive of economic 
development and growth opportunities for businesses and individuals in our state. To help 
advance those objectives, utilities in Kansas must have the financial strength and flexibility to be 
supportive partners in achieving these positive outcomes for Kansas. We will be engaging with 
stakeholders to create clarity that utilities in Kansas are afforded opportunities to maintain their 
financial strength consistent with industry peers with which we compete for financial 
investment." 

Competitive frameworks for capital structure and ROE are critical enablers of continued 
infrastructure investment for the benefit of Kansas customers and economic growth 
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) ) Regulatory Environment Evaluation After HB 2527 
• The Kansas and Missouri regulatory 

environments are currently ranked by 
Regulatory Research Associates ("RRA") 
as "Average/3," which is in the bottom 
third of U.S. state regulatory commissions 

• 34 jurisdictions are viewed as more 
constructive than Kansas and 
Missouri, while 19 are viewed as the 
same or less constructive 

• RRA raised Kansas' ranking in July 
2024 from "Below Average/1" to 
"Average/3" due to the enactment of HB 
2527, which RRA expects to help mitigate 
(though not necessarily eliminate) 
regulatory lag 

RRA state regulatory evaluations - Energy* 
(By category, jurisdictions to watch highlighted) 
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As companies compete for financing to fund economic development, investors' evaluations 
consider long-term return prospects which are rooted in expected regulatory outcomes 
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) ) Hope And Bluefield Standards 

• The U.S. Supreme Court established the guiding principles for establishing a fair rate of 
return for a public utility in two seminal cases: Bluefield Water Works and Improvement Co. 
v. Public Service Comm'n. and Federal Power Comm'n v. Hope Natural Gas Co. 

• The Hope and Bluefield decisions recognize that the fair rate of return on equity should be: 

• Commensurate with returns investors expect to earn on other investments of similar 
risk (the "comparable risk" standard) 

• Sufficient to assure confidence in the company's financial integrity (the r'financial 
integrity" standard); and 

• Adequate to maintain and support the company's credit and to attract capital (the 
"capital attraction" standard) 

A fair and reasonable return satisfies all three of these standards 
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Ratemaking Capital Structure - The "Stand-Alone Principle" 
• The stand-alone principle is fundamental to traditional utility ratemaking in North America and 

has been applied consistently. Under the stand-alone principle only the revenues and expenses 
of the regulated utility are considered for purposes of determining the revenue requirement, not 
those of either the holding company within which a utility is held or other affiliates within the 
holding company family 

• Because the return on capital is a component of the revenue requirement, the stand-alone 
principle holds true for the authorized return (i.e., the capital structure and the costs of both debt 
and equity) as it does with any other component of the revenue requirement 

• Regulators have typically used a three-prong test for an operating company's actual capital 
structure to be deemed appropriate (e.g., Missouri PSC and the FERC): 

1. that the regulated entity issues debt in its own name; 
2. that the entity is rated as a stand~alone entity by a credit agency (has its own issuer credit 

rating or corporate bond rating); and 
3. that the company's capital structure is reasonably consistent with other capital structures 

previously approved by the regulator and those of the proposed proxy group companies 

If all three tests are met, the operating company's capital structure is deemed most 
appropriate for ratemaking purposes 
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) ) Background Takeaways 
• Kansas has historically been one of the lower rated regulatory environments for utility investors, 

which creates impediments to raising capital for investments necessary to support economic 
development 

• The passage of HB 2527 signaled positive legislative and stakeholder support of future utility 
investment in the state and support for economic development 

• As a result, RRA raised Kansas' ranking in July 2024 from "Below Average/1" to "Average/3" due 
to the enactment of HB 2527, which RRA expects to help mitigate (though not necessarily 
eliminate) regulatory lag 

• Investors continue to raise questions about the relative competitiveness of the Kansas regulatory 
environment and supportiveness of financial strength of Kansas utilities 

• Clarity of the Commission's financial policy regarding ROE and Capital Structure and alignment 
of that policy in supporting economic development and utility investment necessary for the 
economic development are likely necessary to demonstrate to investors that Kansas will provide 
a fair and reasonable return on investor capital deployed in Kansas 
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Economic Development Opportunity 

Total US Manufacturing Construction Spending 
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The US is experiencing a renaissance in development of its domestic industrial economy
1 

primarily driven by Al and cloud computing data centers and advanced manufacturing 

10 Capital Structure & Return on Equity Policy Workshop - November 20, 2024 



Exhibit DRI-1

) ) US Data Centers Are Powering A New Growth Era 
Estimated US Data center energy demand1, TWh 

'23 - '30 
CAGR 
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• Artificial intelligence workload and 
continued cloud migration are 
expected to significantly increase the 
demand for new US data centers 

• Data center customers are requesting 
very large load ramps over a short 
period; ability to quickly & efficiently 
add capacity will be essential for 
competing for these businesses 

• Industry experts are forecasting 2023 
to 2030 data center demand to grow 
by ~250 TWh, at a CAGR of 15%, 
doubling its share of total US power 
demand to ~8°/o 

Data centers and advanced manufacturing have energy requirements that exceed 
those of traditional industrial customers; electric demand for US data centers is 

expected to grow ~250 TWhs over the next 6-7 years 
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} } Economic Development Is An Opportunity For Kansas 
U.S. Major Advanced Manufamulng Announc.ment. 
2020-2028 VTD 
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• Kansas has participated in the 
economic development renaissance 
the past few years 

• The most recent example was the 
announcement of the Panasonic EV 
battery plant in 2023 

• Several companies are currently and 
actively evaluating Kansas for 
advanced manufacturing and data 
centers 

• Being at the forefront of this 
generational opportunity is likely to 
define the 21st century economies of 
states that "win,, these customers 

Kansas has an opportunity to expand on its recent economic development wins, most recently 
Panasonic, to establish the state's economic foundation for the remainder of the 21st century 

Source: Newmarlc Gmup, Inc.: "Manufacturing Momenl!im (Pwt 1 af 3): Advanc,.d Manufacturing Ascendency in N,:,,th America''. September 21, 20~3 
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:>:> Data Centers Are Interested In Our Region 
Tier-1 & Tier-2 Cities: Based on Access to Fiber and Energy Costs* 
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• Tier-1 locations for DCs (e.g. 
Northern Virginia) are facing power 
capacity constraints, leading DC 
industry to prioritize Tier-2 
locations 

• Tier-2 cities are expected to 
become a large piece of market 
growth with winning locations likely 
being determined by areas with: 

Excess generation and 
transmission capacity 

Favorable energy prices 

Increased fiber density 

Local tax incentives 

Data centers are looking to expand beyond their traditional footprint; our region is 
expected to benefit 
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} } Evergy's Large Customer Pipeline Is Robust 
• Currently, our pipeline includes over 20 customers with 

more than 6 GWs of incremental demand 

• Existing Evergy customers receive a relative benefit in 
electric rates as current system fixed costs are spread over 
a wider usage base 

• Benefits to the broader Kansas economy from large 
customer acquisitions: 

• Job creation 
• Larger tax base to pay for schools, roads, services, 

etc. 
• Development of ancillary businesses and services 
• Improved economic resiliency by further diversifying 

Kansas' economic industrial base 

Evergy is working with many prospective large load customers who are evaluating Kansas and 
Missouri locations. A handful are in the late stages of working with Evergy to assess feasibility toward 

meeting their requirements as they aim for project announcements beginning in 2025 
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) ) Evergy Customer Benefits From Economic Development 

• To attract these new large customers and support Kansas' economic development goals, 
significant incremental investment by Evergy will be required to serve their needs and 
those of existing customers 

• New generation assets to provide electricity to new customers and maintain required 
reliability margins for peak demand 

• Transmission and distribution investments for new connections 

• These investments will require funding of debt and equity from investors to finance assets 
needed to support new and existing customers 

New, large load customers will provide benefits to existing customers and the broader Kansas 
economy, and Evergy will play a pivotal role in executing on these opportunities 
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) ) Evergy's 2025E-2029E Infrastructure Investment Plan 

$ in millions 2025E 2026E 2027E 2028E 2029E Total 

New Generation/Renewables 472 852 1,158 1,557 1,228 5,267 

General Facilities, lT, and Other 156 160 227 256 262 1,062 

Transmission 528 555 682 71 0 728 3,203 

Distribution 984 1,139 925 918 941 4,907 

Legacy Generation 344 344 331 354 363 1,736 

Total 2,484 3,050 3,323 3,795 3,522 16,174 

Note: Approximately $9.6 billion, or ~60%, <Jf our $16.2 billion capital plan is allocable to Kansas Central and Kansas Metro 

Significant investment in generation resources and transmission & distribution 
infrastructure is required to meet new customers needs while improving reliability, 

complying with environmental rules, and meeting system reserve margins 
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) ) 2025E - 2029E Financing Plan 

Sources & Uses 
($ billions) 

$12.5 

$(3.6) 

~$7.3 billion 

- - ... - - - - - - ... - - - - .... - - ... - •-------~~---■--

I 
I 
I 

- -

$5. i 

$16.2 

------------------+--

Cash From Operations Dividends 2025E-2029E 
Capital 

Investment Plan 

In 2025 .. 2029, we expect to need ~$7.3 billion of incremental financing to fund this 
capital plan; ~$2.2 billion is expected to be Evergy equity or equity-like securities 

17 C'apifa/ Structure & Return on Equity Policy Workshop - November 20, 2024 'Debt Issuances irt,,,ementt:I to debt needad to fund $3.8 billion of long-term debt maturffies jn 2025-2029E 



Exhibit DRI-1

) ) Economic Development Competitive Environment 

• Kansas is competing with many states for large, new customers, including data centers and 
advanced manufacturing facilities, such as the Panasonic battery manufacturing facility being 
constructed in De Soto, KS 

• These prospective customers value 1) reliability and 2) speed to market to serve their load 

• Customer analysis of reliability and speed includes the assessment of whether the utility can raise 
the capital needed to fund critical infrastructure investments needed to enable their projects 

• Evergy will be competing for capital available from debt and equity investors to raise the ~$7.3 billion 
needed to fund these investments, and investors will prioritize capital allocation to utilities in states 
where they observe the strongest risk-adjusted return prospects 

A regulatory environment that supports a fair and competitive capital structure and 
ROE directly supports Evergy's ability to compete for large new customers that bring 

significant benefits to the Kansas economy 
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) ) What Is Capital Structure 

Evergy Electric Utility Companies 

At least $7.3 billion of equity and debt 
capital will be needed from investors 
over the next 5 years to fund Everg/s 
electric infrastructure 

Capital structure is the mix of long-term funds used to finance an entity 
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} } Capital Structure Financing Sources 

• First Mortgage Bonds • Unsecured Bonds 
• Subordinated Debt 

• Retained Earnings 
• Equity Contributions from Parent 

• Retained Earnings 
• Common Equity (shares of EVRG) 
• Preferred Equity 
• Minority Interests 
• Proceeds from Asset Sales 

Current financing sources for Evergy and its subsidiaries 
Other common financing sources not currently used by Evergy and its subsidiaries 

Operating utilities are typically financed with a mix of first mortgage bonds, retained 
earnings, and equity contributions from Parent companies; Parent companies have 

access to a broader array of sources of debt & equity financing 
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) ) To Whom Are Capital Structure And ROE Important? 
IJ;1,iJ Customers: a capital structure and ROE that support competitive rates and a financially healthy utility with 

ready access to capital markets to fund beneficial investments supporting economic growth and grid reliability 

0 - Equity Investors: compared to other, similar investment opportunities, a competitive return on equity through 
earnings per share and dividend growth that is predictable based on constructive regulation 

Debt Investors: an equity ratio and ROE which allow robust cash flow needed to service interest and principal 
payments over long investment horizons (5 - 30 years) to enhance recovery prospects in downside scenarios 

Rating Agencies: provide information upon which debt investors, banks and vendors rely to judge the riskiness 
of a company. Consistent with debt investors, prefer an equity ratio and ROE which support robust cash flow 
and ample access to debt & equity markets given the capital-intensive nature of the business 

Banks: providers of liquidity facilities used to finance capital investments and working capital; similar views to 
debt investors and rating agencies on preference for an equity ratio and ROE which support robust cash flow to 
repay borrowings 

Vendors: provide short-term financing to utilities through payment terms which are generally determined based 
on credit ratings, offering longer payment terms to entities with better credit ratings, which reduces costs to 
customers 

Capital structure and ROE are important to many constituents, including customers and 
shareholders, and signal the relative attractiveness of investing in Kansas vs. other states 
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} } Credit Ratings And Investors 
• Investors across all industries use credit ratings 

as an input to how they price debt of a company 
. Debt investors want to understand the certainty 

Aa Aa of payment of principal and interest for the 
bonds in which they invest 

A A 
• A key metric for utility debt investors and 

Baa BBB rating agencies is FFO/Debt- a measure 

Ba BB 
of a company's cash from operations over 
its debt - higher FFO/Debt means the 

B B 
company should have adequate cash flow 
to make debt payments 

Caa CCC . Equity investors want to ensure that companies 
have high enough credit ratings to allow access 

Ca cc to debt & credit markets 

C C • Consolidated utilities are typically rated 
Baa/BBB, and operating utilities typically have 

n.a. D A-rated debt issuances 

Credit rating agencies are a key constituent to whom capital structure matters; due to the capita/­
intensive nature of utilities, cash flow metrics are the key determinant of debt ratings and pricing 
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Peer Corporate (Parent Co/Consolidated) Credit Ratings 
Denotes Regional Peer 

Moody's Sr. Unsecured Credit Ratings 

CMS Energy Corporation 
CenterPoint Energy, Inc. 
DTE Energy Company 
Dominion Ene Inc. 

Baa2 
Baa2 
Baa2 
Baa2 

Evergy, Inc. Baa2 
Eversource Energy Baa2 
Exelon Corporation Baa2 
IDACORP, Inc. Baa2 
NiSource Inc. Baa2 
NorthWestern Corporation Baa2 
Otter Tail Co oration Baa2 
Public Service Enterprise Group 
Sempra Energy 
Southern Company 
Unitil Corporation 
Edison International 
FirstEnergy Corp. 
TXNM Ener Inc. former! PNM 
PG&E Corporation 

Hawaiian Electric Industries, Inc. 

Baa2 
Baa2 
Baa2 
Baa2 
Baa2 
Baa3 
Baa3 
Ra1 
81 

Consolidated Edison, Inc. 
Eversource Energy 
NextEra Energy, Inc. 
PPL Corporation 

CMS Energy Corporation 
CenterPoint Energy, Inc. 
DTE Energy Company 
Dominion Energy, Inc. 
Duke Energv Corporation 

A­
A­
A­
A­
A-

BBB+ 
BBB+ 
888+ 
BBB+ 
BBB+ 

Enter Corporation BBB+ 
Evergy, Inc. 
Exelon Corporation 
NiSource Inc. 

BBB+ 
BBB+ 

BBB+ 

• 
Pinnacle West Capital Corporation 
Portland General Electric Company 
Public Service Enterprise Group 
Sempra Energy 
Southern Company 
Unitil Corporation 

BBB+ 
BBB+ 
BBB+ 

Xcel Energy Inc. BBB+ 
ALLETE, Inc. BBB 
Avista Corporation 
Edison International 
FirstEnergy Corp. 
IDACORP, lnc. 
!PALCOE t • 

BBB 
BBB 
BBB 
BBB 
BBB 

NorthWestern Corporation BBB 
Otter Tall Co oration BBB 
TXNM Energy, Inc. (formerly PNM) 
PG&E Corporation 
Hawaiian Electric Industries, Inc. 

BBB 
BB 
8-

Evergy's Consolidated Baa2 I BBB+ ratings are strong investment grade ratings and are 
consistent with peers and regional peers; strong investment grade ratings are important 

determinants of cost of debt and maintaining robust access to debt capital markets 
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} } Balancing Relationship Between Capital Components 

Utilities must balance mix of long-term debt and equity to ensure financial stability of 
the company to balance affordable rates for customers and meet shareholder return 

requirements to maintain access to capital 
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) ) Capital Structure Role In Customer Rates 

- ' 
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Re uirement 
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Alf shareholder returns are 
derived from th;s 

component of revenue 
requirement 

Customer rates are determined based on utility revenue requirement; return on rate 
base is one of many inputs that feeds the calculation of revenue requirement 
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) ) Revenue Requirement- EKC & EKM In 2023 Rate Cases 

Evergy Kansas Central (EKC) Evergy Kansas Metro (EKM) 

■ Non-fuel Operating Expenses 

■ Fuel & Purchased Power 

■ Depreciation & Amortization 

■ Taxes Other than Income Taxes 

Rate of Return - Debt 

■ Rate of Retum - Equity 

The equity return component, which is responsible for investor returns, represents 
-16-18% of Kansas Centra/'s and Kansas Metro's total revenue requirement 
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Illustrative Example: Equity Ratio Impact On Customers 
And Shareholders 

Equity Ratio1 

51% 

'23 KS 
Settlement 

+ 1% Equity 

Average Retail Rates ($/kWh) 

$0.1171 

'23 KS 
Settlement 

$0.1174 

+ 1% Equity 

• $6.5 million increase in revenue2 

• $0.0003 increase in average retail rates 

• 0.2% increase in average retail rates 

• Equates to ~$70 
million of equity value 
that can be used for 
further infrastructure 
investments3 

From the equity 
investor perspective, a 
significant driver and 
comparator across 
jurisdictions 

' Reflects Evergy's interpretalkm of lhe black-box settlement filed in docket 23-EKCE-775-RTS for Kansas Central and Kansas Matro combined: based on 9.4% ROE stated for the TDC, Evergy's filed cost of debt of 
4.37%, and pretax return on rate oose of 8.144% 

2 $8.631 billion of retail rale base multiplied by the change in pretax return on rate base due lo a 1 % increase in the eqvity ratio (8.220% - 8.144%) = $6.5 million 
3 $6.5M of revenue equates to $5.1 M of earnings. or $0.02 per share with 230.6M shares ,~utstanding. Utility stocks trade at a multiple of earnings per share (PE multiple). E11ergy is currently trading at -16x 2024 
earnings. $0.02 earnings per share x 2.30.6 million shares x 16 PIE~ $73.8 million 

A 1% increase in equity capitalization would increase retail rates 0.2%, or $0.0003/kWh, 
and impact earnings by 0.5%, increasing equity value by ~$70 million 
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Illustrative Example: Authorized ROE Impact On 
Customers And Shareholders 

Allowed ROE Ratio 1 

'23 KS 
Settlement 

9.5% 

+ 0.1% ROE 

I 
I Average Retail Rates ($/kWh} 
I 
I 
I 

' I 
r $0.1171 $0.1174 r r 
I I 
I 1 
I 1 
I l 
I 

• .. 
'23 KS + 1% Equity 

Settlement 

• $7.0 million increase in revenue2 

• $0.0003 increase in average retail rates 

• 0.2% increase in average retail rates 

• 

• 

Equates to ~$70 
million of equity value 
that can be used for 
further infrastructure 
investments3 

From the equity 
investor perspective1 a 
significant driver and 
comparator across 
jurisdictions 

1 Reflects Evergy's interpretaiiot1 of the black-bcx settlement filed in docket 23-EKCE-775-RTS for Kansas Central and Kansas Metro combined: based on 94% ROE stated for the TDC, Evergy's filed cost of debt of 
4.37%, and pretax return on rate base of 8. 144% 

2 $8.631 billion of retail rate base multiplied by the change in pretax return on rate base due to a 0.1% increase in Iha authorized ROE (8.208% - 8.144%) = $5.5 million: plus impact on TDC rate base $3.272 billion x 
68.9% of TDC rata base subject to KCC jurisdictional ROE with a 0.1% increase in authorized ROE (8.229% -8.162%) = $1.5 million; total impact to customers of $7.0 million ($5.5 million ,. $1.5 million) 

'$7.0M of revenue equates to $5.5M of earnings, or $0.02 per share with 230.6M shares ,Jutstanding. Utility stocks trade at a multiple of earnings per share (PE multiple). Evergy is currently tracling at -16x 2024 
earnings. $0.02 earnings per $hare x 230.6 million shares x 16 PIE= $73.8 million 

A 0.1% increase in authorized ROE would increase retail rates 0.2%, or $0.0003/kWh, 
and impact earnings by 0.5%, increasing equity value by ~$70 million 
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} } Section Takeaways 
• Utilities are capital intensive businesses that rely heavily on external debt and equity capital to finance 

their infrastructure investment programs 

• Company earnings and shareholders returns are driven by the equity return component of the 
revenue requirement embedded in customer rates 

• Equity returns are approximately 16% to 18% of Evergy Kansas Central's and Evergy Kansas 
Metro's total revenue requirement 

• A 1 % change in equity capitalization or 0.1 % change in authorized ROE equates to a ~0.2% change 
in average customer rates and ~$70 million of shareholder value, highlighting the relative importance 
of the issue for equity investors as they consider the relative competitiveness and attractiveness of 
the jurisdictions in which they choose to invest 

• All else being equal, an increase in equity capitalization and/or authorized ROE results in higher 
internally generated cash flow, mitigating external financing needs and costs 

• Importantly, a below average ROE or equity capital structure can result in an adverse signal to 
investors which results in equity and debt capital diverting to other states 
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Comparability of ROEs 
and Capital Structures in 
the Industry; Importance 
to Attract Capital 

Speaker: Bryan Buckler 
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) ) Regulated Utility Authorized ROEs By State 

Authorized ROEs; % 

The average US utility authorized ROE is 9. 67% 
' S/atas with mve-stor-owned r991J/ated ulifilies /hat are vertice/1)' ifltegrsffKJ and have nuclear operations 

Source: S&P Ce,:,ital IQ. Excludes dale from rat9 cas,,s se-tt/ed via bleck-tx,, or wh9f9 no data was aveAeble. 
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Regulated Utility Authorized ROEs With Nuclear Operations 

Authorized ROEsj % 
■ Nuclear Operations1 

10.65-10.75 10.50 10.30 10.10 10.04 9.94 9.86 9.70 
9.25 

CA GA Fl NC Avg. Nuclear SC Ml VA MN 

Utilities with nuclear operations have more risk than those which do not; states with nuclear 
operations in investor-owned, vertically integrated utilities have an average authorized ROE of 10.04% 

1 Stales wffh investor-owned rt;1}'1/sted utllities lhal are vertically inlsgrat9d and hevc nucloar opera/kms 

Source: S&P Capital IQ. Excludes data from rate cases settled vis black-box or where no (late was avaJable. 
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) ) ROE Section Takeaways 

• As recognized in Hope and Bluefield, ROE, and its relative level with companies of 
comparable risk is important to investors and customers 

• Providing a fair and reasonable return commensurate with the returns that investors expect 
aligns not only with regulatory policy established under Hope and Bluefield but also with the 
fundamental Kansas case law in review of KCC orders 

• ROEs of utilities that include nuclear operations are typically higher (-37 bps) than the 
average ROEs granted across the industry and in excess of 50 bps higher than Kansas 
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) ) Regulated Utility Authorized Equity Capitalization By State 

Authorized Equity Capitalization; % 

The average US authorized equity capitalization for regulated utilities is 51.16% 
'On en adjusted basis, r,quity ,atio ll~lieved lo be ~50% tor Michigan and 5--1'"/4+ ;n Fr"';.1a 

Source: S&P Capital 10. Excludes data from rate cases settled via fl/ack-box or where no dala .. as eva#ab/9, Florida, Indiana, ond Michigan arfJ "zero-cost' iurisdictioM 
whose capffal structure cBlculet/ons are no/ djracNy comparalJ/e w,1h others due lo calculations fhat include cred,1s and d9posifs nor include in other states 
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} } Consolidated Long-term Equity Capitalization 
Consolidated Long-term Equity Capitalization as of June 30, 2024; % ■ Bulkley Peers1 

■ KCC Staff Peers2 

■ Other Industry Peers 

Evergy1s consolidated long-term equity capitalization has a higher level of equity 
content than industry averages and most industry peers 

Source: 2024 Q2 Farm 10-Q FN/ng.~ 
' Industry peers specified in Ann Bulkley's testimony«> Docket No. 2J-EKCE-775-RTS 
2 Industry peers used In KCC Staff's annual report for Docket No. 19-KCPE-096-CPL "In the Matter of the Cap11nl Plan 
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Consolidated Long-term Equity Capitalization - Nuclear1 

Consolidated Long-term Equity Capitalization as of June 30, 2024; % 
■ Bulkley Peers2 

■ KCC Staff Peers3 

■ Other Industry Peers 

Evergy's consolidated long-term equity capitalization is the 2nd highest among 
industry peers who have nuclear operations as part of their fleet 
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Soorce: 2024 Q2 Form 10-0 Fnings 
' Investor-owned utilny ho/(Jjng companies that own verlicafly integrared regulated litllities and have n,icJear operotion.s 
• Industry peers SfJfJGirl6d in Ann Bulkley's testimony in Docket No. 23-EKCE-775-RTS 
' Industry f)ffrs used in KCC Staff's annual r&pOrt for Docket No. 19-KCPE-096-CPL "In t/ro Matter of the CapNsl Plan 
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Ratemaking Capital Structure - Operating Company vs. Consolidated 
• The use of the operating company capital structure for 

ratemaking purposes is nearly universal with state 
commissions. 

• Review of 29 holding companies including Evergy 
peers, in 109 rate cases there was not a single 
instance where a Commission explicitly imputed 
holding company debt to the operating company. 

• The few exceptions to that approach most often substitute a 
hypothetical capital structure which is intended to 
approximate the capital structure of the industry, typically as 
shown by the proxy group of the utility companies used to 
estimate the return on equity. 

• Average authorized equity ratios for vertically integrated 
electric utilities have been well above electric holding 
company equity ratios in every year since at least 2010, 
supporting the conclusion that U.S. regulatory commissions 
do not generally rely on holding company capital structures 
when determining the appropriate ratemaking capital 
structure. 

Average Authorized Equity Ratio for Vertically Integrated Electric 
Utilities vs. Average Holding Company Book Equity Ratios 

54% 

52% 

50% 

-~ 
1c 
a:: 48% 
?;-
·:; 46% O" 
w 

44% 

42% 

dOo/o 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 

- Hold;,ig Company (Book] - Averase Autl10rized Equity Ratic 

Source: Regulatory Research Associates. Authorised equity rntios for vertically integrated electric utilities. 
Excludes limited issue rider c,,ses. Exctudes deci~ioc;s from slates that include non-investor supplied 
capilal in the ratemaking ~ap~al structure (Arka,,s~s. Florida, imlia~a. MlchlgM). Includes decisions that 
use short-term debl In the ratemaking cap~el stn.r<:luM. 1-iolding com·oany averagP. excludes pure p•ay 
na'!untl gas holcting companies and haldfnrJ cor,ip~nins whcse electric ope~8~ions are primarily T&D. 

In review of rate cases involving investor-owned utilities, operating capital structures are 
consistently used across jurisdictions to establish rates and have significantly higher equity 

capitalization than holding companies 
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) ) Capital Structure Section Takeaways 
• Provided that the "Standalone Principle" and Hope & Bluefield criteria have been met, it is 

standard for utility ratemaking to be based on actual operating utility capital structures 

• In a comprehensive review of rate cases across the industry, utility operating company 
capital structures are used to establish rates 

• The "capital attraction" standard of Hope and Bluefield is critical for companies like 
Evergy to deliver the infrastructure needed in Kansas 

• Capital structure is important to more than just equity investors 

• Credit rating agencies prefer operating utilities with robust equity layers to absorb 
potential financial shocks and to withstand periods when credit/debt markets are 
unavailable 

• Significant equity capital will be required for Evergy to finance infrastructure needed to 
enable the generational economic development pipeline ahead of us, which will yield 
benefits to existing customers and the Kansas economy 

• Evergy is not alone with respect to its capital needs and will have to compete with other 
utilities who are also investing to position their states/jurisdictions to capitalize on 
economic development opportunities and meet the needs of large new customers 
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Utility Investor Analyst Comments On Kansas After 2023 
Rate Case Outcome Leading To HB2527 Initial Filing 

Downgrading to NEUTRAL from Buy: We are downgrading EVRG to NEUTRAL from BUY on the back of the 
environment in Kansas and the uncertainty regarding pathways forward to improve the jurisdiction despite shares showing 
a noticeable valuation discount and our constructive stance around management/the EVRG core story which remains a 
solid regulated utility in both KS and MO - this is a call against Kansas, not EVRG hence why KS is in the negative 
category in our regulatory analysis section earlier on in this report. In our view, Kansas' actions last year were some of the 
most draconian in the space, with the prospects for double leverage questions to reappear in the next case, absent a 
legislative solution this winter which can prolong the issue. Given legislation is such a jump ball for utility policy, we believe 
it is prudent to step to the sidelines at this time - if the company is not successful legislatively, clarity on double leverage 
may have to wait until the next case, creating a yearlong structural overhang in the interim (dead money). However, we 
note that legislative traction in Kansas this winter could be a catalyst to revert our thesis - put differently, this could be a 
short-term call for us given the Committee turnaround deadline is 2123, and we would potentially look to revisit if 
the data points heading into floor voting was positive. Importantly, we stress that we remain positive on management 
and Missouri as a jurisdiction. We believe management did a good job last fall ripping the band aid off post-KCC and 
resetting growth expectations in the NT - we simply remain skeptical in the NT that the state of KS can yield a sensible 
legislative outcome that would warrant multiple compression ... this downgrade is more geared towards the deteriorated 
backdrop in KS vs. any negative perceptions around EVRG. - Guggenheim, January 22, 2024 
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Utility Investor Analyst Comments On Kansas In Response To 
KCC Staff ROE/Capital Structure Testimony Filing 

We continue to share investor concern around the Kansas baseline and 
the potential for the KCC to remain sympathetic to Staff's surprising 
leverage arguments. - Guggenheim, September 2023 

Loss of confidence in Kansas regulatory environment. 
We thought EVRG took all the right steps into the Kansas case - keeping rates flat 
for 5 years amidst rampant inflation and rising regional peer rates, regularly 
reviewing the capex plan with the KCC, agreeing to lower transmission ROEs, and 
even declining to sell the company back when Elliott was involved. But that 
seemed to go unappreciated with KCC Staff testimony at the end of August. This 
saw a recommended rate decrease and an equity ratio that imputed parent debt 
unlike most other states (and Kansas itself when EVRG was over-equitized coming 
out of the GXP/WR merger). 

Execution on cost contro! has been strong and we like the mgmt. team ... EVRG has 
seemingly done all the right things in Kansas - keeping rates flat and aligning with 
stakeholders on a variety of issues. But if rates can't be raised and ROEs/equity 
ratios are weaker than pt:ers, we struggle to see investor sponsorship for the 
jurisdiction. - Wolfe Research, September 10, 2023 
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The global settlement remove5 the immediate overhang of a protracted 
case process that, in our view, could have seen the Commission 
finishing not far removed from Staff's draconian opening mark. By not 
fighting Staff's earlier surprise double leverage look-through, the issue 
seems to remain open for another day, a prospect that we believe 
will remain an overhang . . . - Guggenheim, October 2023 

Kansas good for customers, bad for shareholders 
The state is clearly very sensitive to rates and imputing 
parent debt into equity ratios remains unresolved. EVRG is talking to a 
legislative strategy to improve cost of capital and capital structure in KS, with 
a tie to economic development/ infrastructure investment, but it's early days 
and broad stakeholder support is TBD. - Wolfe Research, November 
7, 2023 
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My Background and Experience 

• 

• Almost 40 years analyzing or working in the industry 

• Specialized in evaluating regulatory decisions and behavior right from the 
start 

• 21 years at S&P Global Ratings 

• Sector Specialist for North American (U.S. & Canada) utilities team 

• Created or collaborated on all criteria now in use for utilities across the 
globe 

• Utility consulting and expert testimony since 2018 

CONCENTRIC ENERGY ADVISORS 
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Why Do Credit Ratings Matter? 

• A credit rating summarizes credit risk- the ability and willingness of an 
issuer to pay on time and in full 

• Fixed income investors use ratings to price risk - the terms on which they are 
willing to provide debt capital to a utility or other issuer 

• Has a lasting effect on the embedded cost of debt 

• Also used by equity investors and other parties as a risk proxy 

• CONCENTRIC ENERGY ADVISORS 
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Affinity of Rating Agencies and Utility Regulators 

• Ratings are a comprehensive view of a utility's financial health and strength 

• Ratings are long-tenn in nature 

• Ratings are independent opinions - no skin in the game 

• Therefore an ideal benchmark to assist regulators as they navigate among the 
competing interests of a utility's stakeholders in a balanced manner 

CONCENTRIC ENERGY ADVISORS 
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Evolution of Rating Criteria 

• 

Country Risk n 
n 
::0 

Industry Risk ► 

■·----­

Cash Flow/ Leverage 
FINANCIAL 

RISK 
PROFILE 

MODIFIERS 

ANCHOR 
STAND­
ALONE 

CREDIT ♦ 
PROFILE 

Group or 
~overnment 
influence 
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Stand-Alone Credit Profiles (SACP) and Issuer Credit Ratings (ICR) 

STANO· 
ALONE 

► CREDIT 
PROFILE 

Grou~ or 
government 
influence 

• 

• 

• 

• 

The SACP is not rating, but a step ( an important step) 
in the credit analysis on the way to the final rating 
outcome. 

An SACP is an opinion of an issuer's 
creditworthiness "in the absence of extraordinary 
intervention from its parent or affiliate". 

Investors generally focus on the final rating,. but 
utilities are considered naturally insulated due to the 
comprehensive regulation of its operations and 
finances. 

Thus, utility investors in my experience consult the 
SACP as well as the ICR when making investment 
decisions. 

CONCENTRIC ENERGY ADVISORS 
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Importance of Capital Structure and ROE to Utility Ratings 

• Stronger balance sheet and competitive returns have an obvious impact on FINANCIAL 
RISK. 

• Just as important: the subtler meme of a regulator's capital structure/return on equity 
decisions have an impact on BUSINESS RISK 

• This signaling effect reveals in a concise, shorthand way the regard a jurisdiction has for the 
investors who are furnishing the capital needed for safe, reliable service and to achieve 
public policy goals. 

• A profound and durable impact on a utility's cost of capital. 

• CONCENTRIC ENERGY ADVISORS 
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Interlude 

"A reasonable rate of return? What fun is that?" 

CONCENTRIC ENERGY ADVISORS 
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Why and How It Affects Credit Quality and Ratings 

Competitive Position ANCHOR 

• CONCENTRIC ENERGY ADVISORS 
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How Regulation Affects A Utility's Risk Profile 

• Regulatory risk has an outsized effect on the assessment of utility credit 
quality 

• Not just a matter of the nuts-and-bolts of ratemaking - investors and rating 
agencies reward CONSISTENCY and PREDICTABILITY 

• Fixed income investors and therefore rating agencies tend to have a long­
term horizon, so those two principles matter A LOT 

• CONCENTRIC ENERGY ADVISORS 
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Why A Long-Term Perspective is Useful 
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Regulatory Environment - Equity and Debt Perspective 

ARA slate regulatory rankings - energy 
As of July 31, 2024 

Data compiled Jufy 31. 2024. 
RRC : Railroad Commissioo; PUC = PY blic Utility Commission: 
PSC = Public Service Commission; NOCC = New Orleans City Council. 
Map cr9dit: Joe F..tizadio. 
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A Credit Analyst's (Pragmatic) Approach to Capital Structure and ROE 

• Evaluate the various decisions affecting the revenue requirement calculation 

• Determine the utility's ability to earn its authorized return 

• Compare the results to peers 

• Derive a conclusion on the rate case outcome and its effect on your opinion of 
the regulatory environment overall and regulatory risk of the utility 

CONCENTRlC ENERGY ADVISORS 
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Realities of Return On Equity & Capital Structure 

• Regulators aren1t establishing the cost of equity capital- they1re trying to discern what it is 

• Utilities have to compete for capital - with other utilities and other corporate issuers 

• Signaling Effect - already covered 

• Policy Effect- do you want to encourage or discourage investment in the state? Progress or status quo 
on desirable public policy goals? 

• The paradox of utility regulation and ROE - reward risk-taking or risk management? 

• Companies have a fiduciary duty to allocate capital prudently while containing risk 

• CONCENTRIC ENERGY ADVISORS 
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Thank You 

• CONCENTRIC 

tshi pman@ceadvisors.com 

857-260-0656 
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Perspectives 
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:>:> Dan Ford's Background 

• Daniel F. Ford is Vice Chairman of Natural Resources and a Managing Director in the Investment Bank at Citigroup 
Global Markets, Inc. 

• Preceding Citigroup, he was a Consultant for Power, Utility and Power Technology companies. Before that, Mr. Ford 
was Managing Director and Head of North American Power and Utilities Equity Research at UBS from January 2018 
until December 2021. At UBS, Mr. Ford was responsible for covering a group of over 60 energy, utility and 
environmental service stocks comprising over $750B in market capitalization 

• Prior to joining UBS, Mr. Ford served as Managing Director at Barclays from September 2008. Before that he covered 
Power, Utility and Environmental service stocks at Lehman Brothers, ABN AMRO, HSBC Securities, Dean Witter, 
Merrill Lynch and Morgan Stanley 

• With more than 25 years of experience in the industry, Mr. Ford has received several awards for his work. Most 
recently, he was placed 3rd in the 2021 Institutional Investor All-Star Analyst Survey. He had been ranked continuously 
in that survey from 2001 to 2021 

• Mr. Ford holds a bachelor's degree in economics from Dartmouth College. He served on the Advisory Council for the 
Electric Power Research Institute (EPRI), as Chair and served on the Board for EPRI as an external director 
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} } Generational Capital Cycle Underway 
Utility investors likely to reward rate base growth that strives to meet requirements for customer service 
quality and an environmental profile of the future,yet is affordable for customers. 
Rate Base Growth Drivers 
0 Transition of The Genera1ion Fleet 

• Tran&ition from traditional fossil fleet to renewable generation 
• Ongoing since the 2010s and expected to peak by 2040 

f) Grid Infrastructure Investments 
• Driven by reliability needs, load growth (data centers) and 

onshoring (CHIPS Act of 2022) 
• Ramping up between 2020 and 2050 

E) Efficient Electrification 
• Electric vehicles and energy efficient appliances 
• Starts now but accelerates at the end of the decade and 

peaks around 2050 

Hard to Decarbonize Applicattons 
• Small modular reactors, hydrogen, deep rock geothermal 

and other unproven technologies that are not yet 
economically viable 

• Likely to reach large-scale adoption starting in 2035 
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The four key growth drivers 
will propel the exponential 
development of rate base 
across the utility sector 

Current rate 
base growth: 

-8% 

Peak rate 
base growth: 

-10-12% 

2010 2015 2020 2025 2030 2035 2040 2045 2050 

■ Transition of Generation Fleet ■ Grid Infrastructure Investments 

• Efficient Electrification Hard to Decarbonize Applications 
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Utility Capital Outlays Responding to Electrification of US Economy 

Increased Capital Expenditures are Expected to Drive Equity Needs 

• The sector's average ~$137bn per year CapEx spend through 2026 is roughly 66% higher than the 
previous decade's average level 

Historical vs. Proiected CapEx Spend 

($bn) 

$83 $82 
$58 $67 $74 

2014A 2015A 2016A 2017A 2018A 

S109 

$82 $83 $87 $97 

2019A 2020A 2021A 2022A 2023A 2024E 2025E 

Increased Capital Expenditure Programs Will Require Significant Equity 

Soun;e: Fect$6/. Note: Merkel data as of October 29, 2024 
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Balance Sheet Strength Rewarded as Capex Accelerates MOODY'S 

With two companies already on negative outlook and an additional twelve expected to be at or near 
their downgrade thresholds, utilities' debt capacities are currently constrained. 

Ratings Have Migrated Towards Baa2 
(Distribution of Ratings for Regulated Utilities) 

A 1 & Above ■ A2 and A3 ■ Baa1 ■ Baa2 ■ Baa3 

2000 

2010 

2019 

Current 

Soorce: Moody's, Factset. Nole: Merkel dale a.s ~, Oc/obcr 29, 2024 
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Many Utility Companies Operating Close to Downgrade Trigger 
(Current Moody's Downgrade Thresholds and CFO-preWC I Debt Forecasts) 

• Stable ()Ullook ■ Posni,;; outlook t·l egative outlook Stable Outlook but within 
50 bps of downgrade trigger - Downgrade lhreshold 

Baa1 Baa.2 Baa3 Ba1 

16% 16% 17% 17% 17% 17% 

L_ 

• ~ - ~ o- 'olJl& o ...i.. ,_ [W" """'''.'/''' DTE »eve,gy aes 
': ,• •- 0.... •=-' ~~ •=- -~ O P!il'.G ..J•-~~~• ,.. 

I' ( F Multiple '2.Q25F 

1a.2x 20.9x 16.Sx 18.3x 21,6x 17.5x 15. ix 16.9x 13.4x •8.<Jx 16.3x 1 1t.3x 19.3x 17.3x 21.5x 14.9x l4.8r 13.6x 

.-------------------------------------------------------, 
1 Top 25% percentile of sector CFO pre-WC / Debt yields a 16.6x 2025 P/E average multiple 1 
1 ! ircenti,e of ~ e WC, DE:Ot y•elds . average r"" ult pie : 
L-------------------------------------------------------
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Equity Is Coming . . . Can the Industry Attract the Volume? 

>$30 Billion Annually Will Exceed Historic 
Levels ... 
(Utility Sector Equity lssua nee in $ in Bil I ion) 

$19.8 

$11.4 

$5.3 $5.9 $5.6 

S3.3 $3.5 

$15.9 

$13.7 

$15,8 

$4.7 
$4.2 

... And May Become Outsized 
Relative to Market 
(Utility Issuance as a % of Total Market} 

Average umlty Issuance as a 
% of total market ~ 2.8% 

2.4% 

5.6% 

7.9% 

6.4% 

3.0% 

5.1% 

3.8% 

2008 2010 2012 2014 2016 2018 2020 2022 2008 2010 2012 2014 2016 2018 2020 2022 

Sc,,,rce· Bloomberg, Dea/ogle. Nara: Data includes US hsted offeril1gs > $25 million (e"-SPAC /POs) 
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Outstripping the Sector Market Weighting 
(Utility Sector Weighting in the S&P 500) 

4.5% 

4.0% 

3.5% 

3.0% 

2.5% 

2.4% 

2.0% --------------
2008 2010 20l2 2014 2016 2018 2020 2022 
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Regulatory Assessment Key Factor in Investment Process 

RRA Ranking Regulatory Strength Leads to Higher 
Utility Valuations 

25.0x 

22.Sx 

DC 
20.0x 

SC w 
it 

GA 

~ 
17.5x 

~L 

15.0x 

Below Averag@ 1 - Average l 

Above A"Yerage 2 

- Below Average 3 
12.5x 

Sooroe: FsctSet. SNL. RRA. Note: Mari<er data as of October 29,2024. 1. implied RRA Ranking is bas9d on weighted ;wersge of rate l'>ase /or a peer set of 
electric and multi utii,1y companies. Mu/Ii stale ulfl/ty RRA Rankings proportionately a/tribute each states RRA ranking based on % rate base in ""ch slate. 
S@mp/8 consists of rared electric snd mo/ti uWty companies including, NEE, SO, DUK, AEP, SRE, PEG, EXC, ED, XEL, EIX, WEC, DTF, FE, PPL, AEE, CMS, 
I.NT, D, ETR, CNP, EVRG, PNW, OGE, MDU, !DA, AGR. 2. Scale ranges from RRA ranking of 1 = Ba/aw Aoerage 3 lo RRA Ranking of 9 = Above Average f 
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NTM P/E to Implied RRA Ranking1 

0 

:>evergy • 
0 

e 

0 

0 • 

0 

1 2 3 4 5 6 7 8 9 
Implied RRA Ranking2 

6,ol'Jii-1 H-HHl§fl+ ~ 
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Utility Customer Satisfaction Aligned with Regulatory 
Assessment as Well 
JD Power Satisfaction Survey Regulatory Strength Leads to Higher 

Customer Satisfaction 

- Most Sa~sfied 

- Highly Satisfied 

- v~Sa~sfled 

- More Satisfi&d 

Not Disclosed 

Source: SNL, RRA, JD Power. 1. Stale level JD Power Cusfomer Satisfaction reff9e/s simple average of satisfaction scores /o,· single srate 11Wfy operaflng 
companies. UrHffies with operations In mu/t,'p/e slates are excluded from the analysis. 2. Kansas JD Power Custome, Satisfaction , ellects that of Evergy. 3. 
Sea/,, ranges from RRA ranking of I = Be/ow Average 3 to RRA Rank;,,g of9 = Above Average 1 
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JD Power Customer Satisfaction1 to RRA Ranking 
800 
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Virtuous Cycle of Well Functioning Regulated Utility Model 
High customer satisfaction leads to constructive regulatory relationships and higher relative valuations. 

RRA Rating 

Average JD Power Score 1 

2 
Average ROE 

Average Equity Layer 2 

Average NTM P / E Multiple 3 

Below Average 4 

719 

9.4% 

51 .1% 

16.1x 

Average 5 Above Average 6 

715 743 

9.5% 10.0% 

50.9% 54.9% 

16.4x 19.7x 

Souroe: Fact Set. SNL, RRA, JO Power. Note: Market data as of October 29, 2024. 1. State ,eve/ JD Power Customer Satisfaction reflects simple average of satisfaction scores far single slate u/Hffy opereting companies. UWities with operations 
in mull/pie stafes are excluded from the analysis. Kanws JD Po,ver Customer Satisfaction reflects that of Evergy. 2. Average ROE and average Equity Layer 1'9fiect simple averages of state level ROE/ Equity layer within each RRA rst/ng 
catago,y. Slat<> level ROE I Equity Layer reflects 1119 most recent state level ROE I Equity Layer es of January 1, 2024. 3. Represents" simple average of publk;fy traded ut,Jities with opera/ions ;n ststes wffhin fha avallable dataset, sorted 
according to RRA rankings. 4, States include AZ, Cr, MO, NJ, NM, IIN. 5. States include AR, CA, CO, HI, /l, IN, KS, KY LA, Ml, MN, MO, MS, NE, l'<Y, OH, OK, RI, SC, VA, WA 6. States include AL, FL, GA, NC, WI 
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Electric Bills Have Headroom But Bill Inflation is a Risk to 
the Virtuous Cycle 
Although electricity is near all time affordability levels, with uncertainty persisting in the economic 
outlook, customer affordability will remain a focus for investors. 

Electricity Expenditures as a% of Total Household Expenditure For Services and Disposable Income 

• Paramedical: 4.4% • • Financial Services: 4.2% • • Financial Service Charges: 3.5% • • Social Services: 2. 6% • • Health I nsura nee: 2.1 % 

: Eiectricity and g ns 
' 2.0% 

Motor Vehicle: 2 .1 % 

Professional Services: 2.1% 
Ni.rsing Homes: 1.7% 
Higher Education: 0.6% 

'" 

% of Consumption F.xpendlturns For Services - % of Dispos3ble Income 

- \,~ility Wallet Share Ranking 

Electricity represents 2% of consumer spending on services and ranks 12th on the list of household burdens 

SourcG: Bureau of Economie An81ysls. B!/1'88<1 of Labor Statistics and Federal Reserve Economic Data ~nd Far.tSet 
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) ) Section Takeaways 

The Future is Electric: 

• Utilities are in the early stages of a generational capital build cycle as electricity takes a larger share 
of the modernizing economy 

Funding Access Increasingly Competitive: 

• External capital needs are multiples of utility representation in the market. Scarcity pricing is likely to 
result. Maintaining access to affordable capital is important to states meeting electric infrastructure 
needs of the future 

Regulation Key Differentiator to Capital Access and Terms: 

• Capital supportive regulation correlates with satisfied customers and funding access on a favorable 
basis 

Affordability Key: 

• Customer affordability is essential to the energy transition. Access to low cost of capital helps enable 
this outcome 
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Concluding Remarks 

Speakers: Darrin Ives and Bryan Buckler 

}} evergy 
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) ) Final Thoughts 
Clarity of Financial Policy to Support Economic Development: 

• Alignment of Commission and State financial policies is important to demonstrate to investors that Kansas will 
provide a competitive return on investor capital deployed. Investor capital is critical to supporting economic 
development through infrastructure investment 

Historic Economic Development Opportunity: 

• Large load customers across multiple industries, including datacenters, are targeting our region at previously 
unseen levels which could bring significant benefits to the Kansas economy and will require substantial 
investment by Evergy 

Critical Impact of Competitive Equity Capitalization and Authorized ROE's 

• Competitive equity capitalization and returns provide the necessary cash flow to attract additional capital for 
future investments while benefitting customers 

• Utilities with nuclear operations across the industry have historically been granted higher ROEs given their 
importance to power supply 

Use of Utility Operating Company Capital Structures 

• It is the utility industry norm to use the capital structure of the utility company (i.e., without reference to the parent 
company) to establish base rates appropriately aligning equity capitalization with risk profile of investment 
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) ) Final Thoughts (Continued) 
Financial Health and Long-term Horizon: 

• Fixed income investors assess the financial risk of companies which impacts their willingness to 
provide debt capital at competitive rates. Equity capitaliz.ation and ROE play critical roles 

• Rating agencies assess financial health and provide more favorable ratings to utilities who receive 
consistent and predictable regulatory treatment, which can result in lower costs for customers 

Equity Funding Becoming Increasingly Competitive: 

• Competitive returns are critical to accessing capital 

• Access to capital at competitive terms is vital during generational capital cycle for utilities 

• ROE and equity capital structure compared to the national average is key to whether investors 
choose Kansas or another state for infrastructure investments 

Thank You for the Opportunity to Advance This Discussion Today 
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STATE OF KANSAS ) 
) ss: 

COUNTY OF SHAWNEE ) 

VERIFICATION 

Darrin Ives, being duly sworn upon his oath deposes and states that he is the Vice 

President, Regulatory Affairs, for Evergy, Inc., that he has read and is familiar with the 

foregoing Testimony, and attests that the statements contained therein are true and 

correct to the best of his knowledge, information and belief. 

&-
Darrin R. Ives 

Subscribed and sworn to before me this 31 st day of January 2025. 

My Appointment Expires: 

� ao, Eoe<<,. 

dlfb,c/?� 
ry Public 

NOTARY PUBLIC - State of Kansas 

LESLIE R. WINES 

MY APPT. EXPIRES iJi) ). {) :Z. 

, i 
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