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AGENDA

* Introductory Presentation on Key Issues:
1. Commission Responsibility — Focus on Adequate Service
2. Resource Adequacy Summit Recap
3. Missouri Market Environment

. Mcn 3 Part Solution:

1. State Reliability Mechanism
2. Integrated Resource Planning (IRP) Reform
3. Accounting Reform
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Missouri Public Service Commission

e Established in 1913

« The Commission regulates investor-owned utilities
« Examples: Ameren, Evergy, Liberty, Summit, Missouri American Water,
Spire
« The Commission does not “rate-regulate” cooperatives or city-owned
utilities
* Responsibility to ensure that consumers receive “safe and
adequate service at just and reasonable rates”
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https://eia.maps.arcgis.com/apps/webappviewer/index.html?id=5395ae9a72a04064932c1c11efc1db3e&showLayers=State%20Mask%20Missouri;Coal%20Mines;Coal%20Power%20Plants;Battery%20Storage%20Power%20Plants;Biomass%20Power%20Plants;Geothermal%20Power%20Plants;Hydroelectric%20Power%20Plants;Natural%20Gas%20Power%20Plants;Nuclear%20Power%20Plants;Petroleum%20Power%20Plants;Pumped%20Storage%20Power%20Plants;Solar%20Power%20Plants;Wind%20Power%20Plants;Other%20Power%20Plants;Petroleum%20Refineries;Biodiesel%20Plants;Ethanol%20Plants;Natural%20Gas%20Processing%20Plants;Ethylene%20Crackers;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Market%20Hubs;Natural%20Gas%20Trading%20Hubs;Border%20Crossings%20-%20Natural%20Gas;Border%20Crossings%20-%20Electricity;Border%20Crossings%20-%20Liquids;Crude%20Oil%20Pipelines;Petroleum%20Product%20Pipelines;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Pipelines;Electric%20Transmission%20Lines;Crude%20Oil%20Rail%20Terminals;Petroleum%20Product%20Terminals;Petroleum%20Ports;Natural%20Gas%20Pipelines;Natural%20Gas%20Underground%20Storage;LNG%20Terminals;Northeast%20Petroleum%20Reserves;Strategic%20Petroleum%20Reserves;Waterways%20for%20Petroleum%20Movement;Oil%20and%20Gas%20Platforms%20in%20Federal%20Waters&center=-92.6,38.2&level=7

Adequate Service

 Adequate = Reliable

* Electric Utility Resource Planning Rules

* (1) (2) The fundamental objective of the resource planning process at electric
utilities shall be to provide the public with energy services that are safe,
reliable, and efficient, at just and reasonable rates...(20 CSR 4240-22.010)

 (53) Resource planning means the process by which an electric utility
evaluates and chooses the appropriate mix and schedule of supply-side,
demand-side, and distribution and transmission resource additions and
retirements to provide the public with an adequate level, quality, and variety of
end-use energy services......

* (58) Supply-side resource or supply resource means any device or method by
which the electric utility can provide to its customers an adequate level and
quality of electric power supply...... (22 CSR 4240-22)

* We are at risk for inadequacy/reliability concerns
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https://eia.maps.arcgis.com/apps/webappviewer/index.html?id=5395ae9a72a04064932c1c11efc1db3e&showLayers=State%20Mask%20Missouri;Coal%20Mines;Coal%20Power%20Plants;Battery%20Storage%20Power%20Plants;Biomass%20Power%20Plants;Geothermal%20Power%20Plants;Hydroelectric%20Power%20Plants;Natural%20Gas%20Power%20Plants;Nuclear%20Power%20Plants;Petroleum%20Power%20Plants;Pumped%20Storage%20Power%20Plants;Solar%20Power%20Plants;Wind%20Power%20Plants;Other%20Power%20Plants;Petroleum%20Refineries;Biodiesel%20Plants;Ethanol%20Plants;Natural%20Gas%20Processing%20Plants;Ethylene%20Crackers;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Market%20Hubs;Natural%20Gas%20Trading%20Hubs;Border%20Crossings%20-%20Natural%20Gas;Border%20Crossings%20-%20Electricity;Border%20Crossings%20-%20Liquids;Crude%20Oil%20Pipelines;Petroleum%20Product%20Pipelines;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Pipelines;Electric%20Transmission%20Lines;Crude%20Oil%20Rail%20Terminals;Petroleum%20Product%20Terminals;Petroleum%20Ports;Natural%20Gas%20Pipelines;Natural%20Gas%20Underground%20Storage;LNG%20Terminals;Northeast%20Petroleum%20Reserves;Strategic%20Petroleum%20Reserves;Waterways%20for%20Petroleum%20Movement;Oil%20and%20Gas%20Platforms%20in%20Federal%20Waters&center=-92.6,38.2&level=7

Costs of Inadequate Service

* Inability to attract and retain large users of power
« Examples: Ford, Panasonic (Eco devo projects we have lost)

 Actual costs associated with power outage to consumers
 Large Industrials - $ per hour out of power
« Utilities — Fuel costs and market costs
* Residential customers — Food spoilage, healthcare costs

 Our citizens do NOT benefit where they otherwise can
« Economic development, jobs, tax benefits, convenience

Takeaway: Current policies are NOT working
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Powering Missouri: An Evolving Landscape

Individual,
Grid Demands Generation Anticipated Load @ Community, and
and Challenges Resource Mix Growth Business

Demands

Federal Incentive Seasonal
Market Forces Regulatory Structure of Impacts and
and Challenges Changes and Ratemaking and Extreme

Uncertainties Subsidies Weather Events

Reliability and
Resiliency
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Missouri experienced a capacity shortfall in the 2024 MISO
Planning Resource Auction in the Fall and Spring seasons

2024 Planning Resource Auction Clearing
Prices

All Zones (except Zone 5) Zone 5:
e Summer: $30/MW-day * $30/MW-day
* Fall: S15/MW-day e $719.81/MW-day

*  Winter: $0.75/MW-day * $0.75/MW-day
e Spring: $34.10/MW-day + $719.81/MW-day

11 | Missouri 2024 Resource Adequacy Policy Summit, August 13, 2024

2,435

Year-Over-Year Changes in Zone 5 - Fall
Season

-2,058
-1,128 557 879
2023 Surplus Increased Retired Coal PO Exclusions Higher 2024 Deficit
LCR

PO: Planned Outage

Accreditation
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Resource Adequacy

Generally speaking, resource adequacy is the ability of the electric system to
meet the energy needs of electricity consumers. This means having sufficient
generation to meet projected electric demand - FERC
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Many of the already approved new resources are experiencing delays in
getting online

Approved Generator
Interconnection Requests
(GW)*

[l other Gas [ Wind | Solar [Jj Hybrid [Jj Storage

50 GW '
316 Projects

Approximately Half of Projects
Report Development Delays™

Transmission
Owner Supply
Chain Issues
7%

Regulatory
Issues
38%
Equipment Supply
Chain Issues
36%
Interconnection
Customer
Contractor Issues
Transmission Owner 6%

Contractor Issues
3%

resources approved through MISO's interconnection processes are in or awaiting

construction with approximately 50% already signaling a delay with an average of 650 days to

*Queue data as of June 1, 2024 13 | Markets Committee, September
** Reasons for delay based on responses from a subset of delayed projects 12. 2023

13 | Missouri 2024 Resource Adequacy Policy Summit, August 13, 2024



U.8. electricity generation by major energy source, 1950-2023

billion kilowatthours

4500
4,000
3,500
3,000
2,500
2,000
1,500
1,000
2023
« coal: 675 hillion kilowatthours
500 » natural gas: 1,802 billion kilowatthours
« nuclear: 775 billion kilowatthours
+ renewables: 894 billion kilowatthours
+ petroleum and other: 32 billion kilowatthours
1]
1950 1855 1960 1965 1970 1975 1980 1985 1980 1995 2000 2005 2010 2015 2020

mm petroleum and other == renewables s nuclear == natural gas === coal

/1 DCiata source: U.S. Energy Information Administration, Monthiy Energy Review and Electric Power Monthly, February 2024, prelimimary data for 2023
a Maote: Includes generation from power plants with at least 1 megawatt electric generation capacity.



Not All Megawatts (MWs) Are Created Equal

Capacity factor: Energy output/ theoretical maximum capacity
Example 1000 MW Nameplate Capacity

U.S. Capacity Factor by Energy Source-

2021
93%
Nuclear Average
Natural Gas s
2
Hydropower z
s
Solar PV S
0% 20% 40% 60% 80%  100% 25 %
Average

c OUTCP ] , f Merg ,. E,.:.'.._. mation _i-lﬂ.'j ministration
Nuclear Solar
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outhwest Southwest J
Power / o Power Pool

Integrated Marketplace Generation Mix for 2024-08-26 14:00:16 (Central Time) Integrated Marketplace Generation Mix for 2024-08-28 10:10:11 (Central Time) Integrated Marketplace Generation Mix for 2024-09-09 08:15:12 (Central Time)

Pie chart view of current generation mix percentage by fuel type. Pie chart view of current generation mix percentage by fuel type. Pie chart view of current generation mix percentage by fuel type.

I Coal: (35.9835%)
B Diesel Fuel Oil: (1.1075%)
N Hydro: (4.2002%)

Matural Gas: (49.7984%)
I Muclear: (1.5475%)
I Solar: (0.8555%)

Waste Disposal Services: (0.0248%)

. \Wind: (6.3876%)
I Waste Heat: (0.0000%)
I Other: (0.0950%)

B Coal: (33.8684%)

B Diesel Fuel Oil: (0.0099%)

I Hydro: (3.9378%)
Natural Gas: (41.0255%)

I Nuclear: (4.7874%)

I Solar: (1.1625%)

Waste Disposal Services: (0.0250%)

I Wind: (15.0706%)
I Waste Heat: (0.0000%)
I Other: (0.0629%)

AN

I Coal: (20.9684%)
B Dicsel Fuel Oil: (0.0000%)
N Hydro: (4.2415%)
MNatural Gas: {17.3532%)
B Nuclear: (6.0699%)
B Solar: (0.1076%)
Waste Disposal Services: (0.0322%)
. Wind: (51.1437%)
I Waste Heat: (0.0000%)
 Other: (0.0836%)




Long Term Load Growth

DIVE BRIEF

US electricity load growth forecast
jumps 81% led by data centers,
225,000 - 2.2% industry: Grid Strategies

Data from FERC Form 714 shows grid planners expect nationwide power demand to grow

4.7% over the next five years, compared to a previous estimate of 2.6%.

Electrification
creates shift in time
of peak demand from
summer to winter.

10-Year Summer Growth (MW) == 10-Year Winter Growth (MW)

= ==Summer CAGR (%) =a==\Ninter CAGR (%)
Figure 25: The 10-Year Summer and Winter Peak Demand Growth and Rate
Trends

W% 17
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Economic Development and
Load Growth Trends

* Driven by:
* On-shoring of all sectors; Manufacturing

 Data Centers/Al
 Electrification

MO%




National Headlines

() UTILITYDIVE o8 Anslyula » i
OIVE BRIEF f-:', UTILITY DIVE Datacenter power demand projections

overshadow sustainability — panelists
Amazon announces small DIVE BRIEF
Mushin Hug = Market Intelligence

mﬂdulﬂ.r reactor dEﬂlS With RiSing demand COl_lld driVE US Tuesday, October 15, 2024 3:58 AM ET

Dominion, X-energy, Energy  wholesale electricity prices AsA

Northwest 19% higher by 2028: ICF | o o |
Power-hungry datacenters, which are pushing electricity demand growth predictions higher than seen in

Elcct{icity demand is cxpcctcd to rise in every region of d des, are changing the energy landscape as reliability overtakes sustainability in the boardroom.

The digital retail and web services company led a $500

the U.S., but “the largest increase by far” is projected in "Fewer CEOs [are] talking about net-ze

the mid-Atlantic region, where demand could grow 68% Global Management Inc., said Oct. & a

v 2050, ICF said seeing lots of opportunity in ergy bro er that energy, the more excitement there is behind it,
¥ ' ’ but from a policy perspective, it still has to pencil out."

d chief sustainability office

stment Summit in Hous

million investment in X-energy and will support the
development of more than 600 MW of SME capacity in
Washington and Virginia.

. Published Sept. 18, 2024 )
ublished Cct. 16, 2024 r Corporate executives are n

5 nd other in
Mews & Analysis * Platts power isaltering clean

SPP proposes separate planning reserve margins Large d
for summer, winter directo

e reliable power around the clock,

w anticipated rising demand fo

w Briarn Martucci

acenter operators are still looking for clean energy, according to Nicholas Sorenson, as

t infrastructure investment compa gneo Infrastructure Partners. But that can hinge ¢

9 0
Ronnie Turnar » Commodity Insights
‘Wednesday, October 16, 2024 3:271 PM ET

A+ A

Entergy to power $5B Meta datacenter in Louisiana with new JStis
gas capaCity ight be able

The Southwest Power Pool h d federal regulators to appro
a for its member utilities in the summer

ALA-A B Ot cay solely

LLC filed an application fo ne s at a northern Louisiana site planned for a $5 billion
s Inc. datacenter, a state reguls

One of the challenges of building datacenters is that they need access to the power grid and fibe r-optic
infrastructure. & nter being built near a large power plant does not help if the rest of the needed

infrastructure is not sufficient, panelists said.

Google! Ka"os Power to deploy 500 MW Of Milc osoft Ecrp.'ﬁ:- plan to use Con mc.lla':icr' Energy Corp.'s E.-“:--r-.-1-;; _I"r.cc Mile Island-1 I'L:Ll:LE';I. unit -:«-r;ﬁ: a
unigue opportunity, they agreed, noting that more companies are looking to use large-scale microgrids.
advanced nuclear for datacenters

News & Analysis + Extra

"Boy, how things have changed over the past couple of years," Anand sa

power demand growth that is expected to double over the next 10to 15

. "It's not surprising when you look at

ars. At the same time, the grid is

Anhie Bennett « Commadity Insights more fragile than ever.” 19
Monday, October 14, 2024 5:32 PM ET
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S&P Capital 10™2

National Headlines

S&P Capital 10™

NERC updating its peak demand forecasts to account for new datacenter demand
Monday, October 28, 2024 3:32 PM ET

By John Siciliano

The nation's grid reliability watchdog 15 preparing to significantly raise its peak demand forecast to reflect the ever-increasing number of datacenters slated to be

added to the grid in the coming years.

RRA REGULATORY FOCUS
Grid additions slow YOY in US as reliability concerns, datacenter demand rise

Wednesday, October 30, 2024 1:04 PM ET

By Jim ORetlly
Commodity Insights

John Moura, North American Electric Reliability Corp.'s director of reliability assessment, discussed the risk that rising electricity demand poses to grid reliability

during an Oct. 24 energy and technology forum held by the US Energy Association in Washington.

Equity Research
November 20, 2024

Jefferies
NORTH AMERICA | Power & Utilities

PowerPoints: Datacenters, Midstream M&A, EIX No Fire, SRE, Offshore Wind
& TXNM

Meta confirmed by as the unnamed customer for new data centers w/ gas turbines. EIX files updated
Mountain Fire report describing complaint as dismissed; expected positive. SRE mgmt meetings very
constructive. Offshore wind risks with monopile season. TXNM settlement.

Data Centers: Louisiana confirms large new Meta data center powered by natural gas. Louisiana Public Service Commissioner
Foster Campbell confirmed to USA Today a $5Bn future investment by Meta in Holly Ridge Louisiana for the previously disclosed
complex. The data centers will be powered primarily by future combined cycle natural gas with optionality for clean energy in the
future. Investors have speculated on who the customer was and our initial thought was that it was not a data center before new
permitting and cite information was made public due to the 300-500 full time job data point. The scale of the data center in non-tier
one market is a strong positive datapoint about the regional diversity of data centers.

Investors have been eagerly awaiting the first sizable hyperscale data center announcement with natural gas generation and it is now
official. The geographic diversification of data centers to less traditional markets, willingness fo increase carbon emissions, and
alignment with regulated utilities are important themes from our recent EEI meetings and we expect the trend to continue. Investors
are realizing that the data cenfers will pursue ‘all of the above' energy sourcing strategies rather than just focusing on merchant nuclear
plants. This is positive for a wide range of regulated utilities able to own generation and we continue to focus on the 'medium cap'
PPL, NI, OGE, and EVRG as examples that have more leverage to the thesis. This is also favorable for natural gas turbine provider
& servicer GE Vernova (GEV).

The total transmission rate base for a group of 79 electric wtilities across all regions of the US rose 6.2% to $172.02 billion in 2023 from $161.96 billion in 2022,
marking the second consecutive year of slowing growth for the nationwide group.

S&P Capital 1Q™=

Integrated resource plans, rates under pressure from soaring demand
Wednesday, November 13, 2024 10:40 AM ET
By Tom Tiemnan

With electricity demand forecasts rising to unprecedented levels due to datacenters, electric vehicles and cryptocurrency, integrated resource plans and traditional
rate design for electric utilifies may need fo be changed to account for the new dynamics, speakers said at an industry conference

Large electricity users are seeking larger amounts of power in shorter time frames than before, and possibly colocating with generation assets. That is creating a
challenge for utilities and regulators to sort out who pays for infrastructure investments. said Julie Fedorchak, a member of the North Dakota Public Service
Comnussion and president of the National Association of Regulatory Utility Commissioners (NARUC).

The traditional approach to rate design, with costs spread among all utility customers, "is pretty ill-equipped for addressing some of the new challenges with large
loads," Fedorchak said Nov. 10 at NARUC's annual meeting in Anaheim, California.

Fedorchak, a Republican who 1s leaving the PSC after bemng elected to serve in the US House of Representatives, said state regulators need to work with
consumer advocates and others to see that electric utility rates do not skyrocket as infrastructure investments are made to meet new demand.

Utility rates need to stay affordable to avoid a so-called death spiral for utilities, where customers who can afford to add their own generation resources will
"unplug from the grid" and impose higher costs on remaining ufility customers, said Christopher Ayers. executive director of the North Carolina Utilities
Commussion Public Staff, which represents consumer mterests at the agency. If utility rates are not kept in check, "the market will see an opportumty and the
market will respond" by encouraging customers to leave the utility grid, Avers said.

The trend of datacenter growth and soaring load forecasts, along with utility customers adding distributed energy resources behind their meter. 1s putting a lot of
pressure on the regulatory structure and utility itegrated resource plans, said David Owens, CEO of consulting firm Da'Vision & Strategies)'(Should the IRP
model be modified?" asked Owens. a former execufive vice president at the Edison Electric Institute, the investor-owned utility advocacy group.



Manufacturing Growth: Peer
State Comparison

* The 15,500 new manufacturing jobs
created in Missouri since Feb. 2020 tops
all our Midwest peer states

* Nationally, Missouri ranks 6th in
manufacturing employment growth
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Source: Bureau of Labor Statistics
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Factors in Industrial Projects

Availability of buildings

Cost of financing/access to capital
Cost of labor

Water supply

Lead time required for construction
Supply chain risk

Access to talent

Access to development-ready sites

Electric Power Capacity

D

Source: Site Selectors Guild; The State of Site Selection, 2024

Significant impact
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Increased Demand from
Economic Development Projects

There has been a significant increase in

expected demand load since the pandemic.

* Project size is increasing rapidly

* |n 2019, average size was 3.2 MW

* In 2023, average size was 162.5 MW
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142,000

122,000

102,000

82,000

62,000

42,000

22,000

2,000

Average Demand (KW) of New
Economic Development Projects

2019 2020 2021 2022 2023

R
Data courtesy of WAI"EI' en
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What about Missouri Utilities?

&P Capital IQH

Ameren continues to see load growth, with 10-vear investment pipeline of $55B
Thursday, November 7, 2024 5:52 PM ET

By Nushin Huq
Market Intelligence

Ameren Corp. has agreements m place for about 350 MW of new load from datacenters, manufacturers and other mdustrial customers, 90% of which 1s located
m Missour1, executives said Nov. 7.

"Over the last few months, our economic development pipeline of potential additional demand has doubled m size, and we are making meanmgful progress with
several potential customers," Martin Lyons, Ameren president and CEO, told mvestors during the company's third-quarter earnings call.

Announced new load mcludes a 250-MW datacenter expected to be 1 service by 2026 m Missouri and about 100 MW of additional load from manufacturing,
smaller datacenters and other mdustries by 2028.
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What about Missouri Utilities?

NEWS RELEASE
FOR IMMEDIATE RELEASE

>evergy.

Evergy announces two new 705 MW high-efficiency natural gas plants

Two plants to be built in Kansas will help meet growing energy needs, support reliability

KANSAS CITY, MO., Oct. 21, 2024 — Evergy, Inc. (NASDAQ: EVRG) today announced it will invest in
two new 705 megawatt (MW) combined-cycle natural gas plants that will be built in Kansas. The plants
are expected to begin operating in 2029 and 2030.

“High-efficiency modem natural gas plants will meet the electricity needs for our region’s growing
economy. These plants also will bring good paying jobs and tax dollars to Kansas,” said David Campbell,
Evergy Chairman, President and Chief Executive Officer. “Dispatchable natural gas is an important
resource within Evergy’s growing and diverse energy portfolio, complementing our planned investment in
wind and solar resources and supporting our commitment to affordable, reliable and sustainable
electricity "

The two new plants will provide flexible generation that pairs well with the abundant renewable resource
potential in Evergy’'s service area and will meet stringent emissions standards. The plant in Sumner
County is expected to begin providing electricity in 2029, and the plant in Reno County is expected to be
in senvice in 2030.

“Kansas is experiencing record economic growth, and Evergy is prepared to deliver the reliable,
affordable, and sustainable energy needed.” Kansas Gov. Laura Kelly said. “Evergy’s multi-billion dollar
investment brings direct value to the Hutchinson and Sumner County areas in jobs and tax dollars. It also
ensures Kansas can continue to invite business growth that benefits the entire state "

The natural gas plants will represent a major investment in the state’s energy infrastructure that will serve
customers for 40 years. During construction, more than 500 jobs are anticipated for each plant. After a
10-year exemption, each plant will provide more than $500 million in property tax revenues over its
service life and will bring to the communities 20-40 skilled craft jobs that pay more than $30,000 annually.

“We're pleased to make this investment in communities we serve,” Campbell said. “As Kansas and
IMissouri are seeing historic opportunities for attracting new businesses to our area, Evergy is committed
to providing the affordable, reliable and sustainable energy our customers need. This growth benefits all
customers by helping to hold down prices.”

Kansas' success in drawing new and expanding businesses has driven the need for more electric
generation. During the 2024 Kansas legislative session, a bipartisan effort resulted in legislation that
enhances Kansas policies related to electric infrastructure investment, which will help Kansas compete

Kansas' success in drawing new and expanding businesses has driven the need for more electric
generation. During the 2024 Kansas legislative session, a bipartisan effort resulted in legislation that
enhances Kansas policies related to electric infrastructure investment, which will help Kansas compete
with other states for investment and ultimately save customers money.

Dan Hawkins, Speaker of the House, said, “We are pleased that a legislative policy we championed is
helping ensure a strong energy future for the state of Kansas. | look forward to seeing the benefits this
brings in terms of jobs, economic growth and energy security for our state for years to come”

Senate President Ty Masterson, added, “Kansans depend on reliable electricity each and every day to
power their lives and their businesses. These investments by a long-time Kansas energy company will
make our state even more attractive to those wanting to live, work and grow a business in our great
state ”

Earlier this year, Evergy filed with the Kansas Corporation Commission and the Missouri Public Service
Commission its 20-year plan for meeting customers’ energy needs, which included these generation
plants. With strong economic growth expected in Kansas and Missouri over the next decade, The plan
maps out a responsible generation transition as Evergy prepares for growing energy demand and for
older plants to retire. It ensures customers’ needs are met today and in the future.
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Seasonal Weather Concerns

TWO “100 YEAR STORMS” IN TWO YEARS

Southwest
Power Pool
\ I.'H I".
Lowest temperatures forecast (¥ |
for Feb. 14-16, 202 Yoo

[ \ ~ y - = { ] . i CA \
SPP service territory/ 57 Y i | - o Surface temps up to 25°C

balancing authority below average

) Temperatures below O°F - | - :

S Batvwean 0 aricd 3247 o\ : Wy Extreme wind chill ‘ _
— \ 4 | P - 2 L) r,.
(O Above 32°F » Conservative operations Dec. 23-25 ¢

» Two EEA1 alerts issued Dec. 23

Winter Storm Uri Winter Storm Elliott
Feb. 2021 Dec. 2022 QPP s



Seasonal Weather Concerns:
FERC - November 21, 2024

MRO
SaskPower
| Key Findings
« Slightly colder conditions expected
@ LoNRCC » Lower temperatures likely compared to last winter
sPP b B @Q‘ New Engiand *» Slightly elevated natural gas prices expected compared to previous
m\k NewSork winter with higher forecasted natural gas demand
\‘5EHC-E
L= e SN * Resources and operating reserves adequate in all regions for
X Rk 10 Natural G Ppcine Copacity normal winter conditions.

* Possible reliability challenges in MISO, ERCOT, SPP, and SERC-East in
extreme winter conditions

Figure 1: Winter Reliability Risk Area Summary
Seasonal Risk Assessment Summary
Potential for insufficient operating reserves in normal peak conditions

Potential for insufficient operating reserves in above-normal conditions

Sufficient operating reserves expected
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Missouri is not Alone

» States around the country are grappling with similar challenges

* In a recent Regulatory Assistance Project Peer-to-Peer
workshop at the Mid-America Regulatory Conference there was
consensus that all states are facing the same general
challenges and there is a need to do things different

* Hard conversations about approaches to Integrated Resource
Planning and Resource Adequacy are happening throughout the
country

MO



Missouri experienced a capacity shortfall in the 2024 MISO
Planning Resource Auction in the Fall and Spring seasons

2024 Planning Resource Auction Clearing
Prices

All Zones (except Zone 5) Zone 5:
e Summer: $30/MW-day * $30/MW-day
* Fall: S15/MW-day e $719.81/MW-day

*  Winter: $0.75/MW-day * $0.75/MW-day
e Spring: $34.10/MW-day + $719.81/MW-day

30 | Missouri 2024 Resource Adequacy Policy Summit, August 13, 2024

2,435

Year-Over-Year Changes in Zone 5 - Fall
Season

-2,058
-1,128 557 879
2023 Surplus Increased Retired Coal PO Exclusions Higher 2024 Deficit
LCR

PO: Planned Outage

Accreditation
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Other RTOs, Such as PJM, also experienced
capacity shortfalls in their auctions.

« 2025-2026 PJM capacity costs increased by $4.4 Billion

* Results blamed in part on 2.7 GW capacity
reduction

* PJM also attributes increase to market design flaws —
definitions of supply and demand

* For Missouri and surrounding states, it shows we’re not
alone. It also means we’ll be competing in the supply
chain for materials and skilled labor to meet
dispatchable generation needs.
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Resource Adequacy Summit Feedback

“This is an opportunity in front of us, and if we think about things in a different way, whether
it's just the process and how we plan for these things and how we as an industry are
approaching them, we’re going to succeed. But if we don’t think about them in a new way,
these opportunities really are aren’t going to wait for Missouri to figure it out, they’re going to

go somewhere else, and they’re going to put their capital in other states...”
-Rob Dixon-

“We simply don’t have the time associated with the past, | think, going forward, and we all
need to lock arms and figure out how we’re going to keep the lights on. Its not just the

electric utilities that have that responsibility.”
-John Twitty-



Missouri Market Environmen

S&P Global RRA Regulatory Focus
RRA Regulatory Focus Quarterly Regulatory Evaluations
March 1, 2024

RRA State Regulatory
Evaluations — Energy

Lillian Federico, Research Director, Energy

Contributors: Brian Collins, Jim Davis, Russell Ernst, Lisa Fontanella, Monica Hlinka,
Jason Lehmann, Dan Lowrey

Editor: Majda Shabbir

For detailed data
Access RRA’s State Regulatory Rankings February 2024.

Regulatory Research Associates, a group within S&P Global Commodity Insights, evaluates
the regulatory climate for energy utilities in each of the jurisdictions within the 50 states
and the District of Columbia — a total of 53 jurisdictions — on an ongoing basis. S&P Global
Commodity Insights produces content for distribution on S&P Capital IQ Pro.

To learn more or to request a demo, visit spglobal.com/marketintelligence.
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2y issues are likely to factor into the 2024 US
sidential election, as well as state level elections, with
oernatorial elections scheduled in 11 states, legislative
:lections to be held in 44 states and utility commissioners
on the ballots in 10 states.

These factors raise the overall level of uncertainty, or
investor risk, across the sector. State regulators will play a
pivotal role in determining the direction and magnitude of
these impacts on the financial performance of the utilities
that fall under their purview. How the individual jurisdictions
meet these challenges will continue to inform RRA’s
prospective comparative risk assessments.

RRA’s rankings process

RRA ranks the regulatory climate in a total of 53 state-level
jurisdictions, including the District of Columbia and the New
Orleans City Council, and two regulatory bodies in Texas —
the Public Utility Commission of Texas regulates electric
utilities, while the Railroad Commission of Texas regulates
gas local distribution companies.

RRA maintains three principal ranking categories — Above
Average, Average and Below Average — with Above
Average indicating a relatively more constructive, lower-
risk regulatory environment from an investor viewpoint and
Below Average indicating a less constructive, higher-risk
regulatory climate.

Within each principal ranking categories, the numbers 1, 2
and 3 indicate relative position. The designation 1 indicates
a stronger or more constructive ranking from an investor
viewpoint; 2, a midrange rating; and 3, a less constructive
rating.

Hence, if you were to assign numeric values to each of
the nine resulting categories, with a “1” being the most
constructive from an investor viewpoint and a “9” being
the least constructive from an investor viewpoint, then
Above Average/1 would be a “1” and Below Average/3
would be a “9.”

Methodology

The rankings are designed to reflect the interest of both
equity and fixed-income investors across more than

30 individual metrics. The metrics are scored based on

the covering analysts’ subjective judgement and then
aggregated to create a single score for each state, with
certain categories, such as the state’s history with respect
to authorized equity returns, practice with respect to

rate case test years and presence, or lack of alternative
ratemaking provisions, weighted more heavily than others.

Missouri Market Environment

RRA State Regulatory Evaluations®

Above Average/1 Average/1 Below Average/1
Alabamma Arkansas Alaska
California Kansas
Colorado Montana
Indiana New Mexico
Nebraska New Jersey
Nevada West Virginia
- North Dakcta’ B
Texas — RRC
~ Virginia
Above Average/2 Average/2 Below Average/2
Florida Delaware Connecticut
Georgia Hawaii EIOS;J;ETZ
Pennsylvania Idaho Méryi;ng -
Kent:.lcky
Lou’iisrianar— PSC
 Massachusetts
Minnesota
New York
'New Hampshire
Ohio
Oregon
Rhode Island
éouth Dakota
Utah
 Wyoming
Above Average/3 Average/3 Below Average/3
lowa Ilinois Arizona
Michigan Louisians—NOCC
Mississippi Maine
North Carolina Missouri
Tennessee Oklahoma

Wisconsin

South Carolina
Texas — PUC
Vermont

Washington

Data compiled Feb. 28, 2024

NOCC = New Orleans City Council; PSC = Public Service
Commission; PUC = Public Utility Commission;

RRC = Railroad Commission.

* Within a given subcategory, states are listed in alphabetical
order, not by relative ranking.

Source: Regulatory Research Associates, a group within

S&P Global Commodity Insights.

© 2024 S&P Global.
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Missouri Market Environment

RRA state regulatory evaluations — Energy*

(By category, jurisdictions to watch highlighted)

Above Above Above Below Below Below
Average/1  Average/2 Average/3 Average/1 Average/2 Average/3 Average/1 Average/2  Average/3
Alabama Florida lowa Arkansas Delaware IWinois Alaska Connecticut Arizona
Georgia Michigan California Hawaii Loﬂs{;z;}réaf Kansas CEE;EB
Perns;lQ;r;ia Mississippi (E:olorado Idaho Maine Montana Maryland
- MNorth Carolina - 7Indian7a 7 Kentucky M]ssou}i . T;Iew Jers;ey i
Tennessee 7 Nebraska Louisiana—PSC Oklahoma New Mexicﬁ
Wisconsin Nevada Massachusetts South Carolina  West Virginia
Narth Dakota Minnesota Texas—PUC
Texas —RRC New Hampshire Vermont
Virginia New York Washington
Ohio
Oregen
Rhode Island
S;uth Daﬁﬂa
7 .Utah
Wyoming
Data compiled Feb. 23, 2024,

NOCC = New Orleans City Courcil; PSC = Public Service Commission; PUC = Public Utility Commission; RRC = Railroad Commission.
*Within a given subcategary, states are listed in alphabetical order, not by relative ranking.
Source: Regulatory Research Associates, a group within S&P Global Commeodity Insights.

© 2024 S&P Global.
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Missouri Market Environment

Industry Research 3 RRA Regulatory Focus « RRA

o o cmmeerd e 1 S ey § YT i : j
rties strike accord in Liberty Utilities' Mo. rat |
2 ol B e s |
LTLOLCeUlng '
i -] |
Russell Ernst « Commaodity Insights
II|ur:-||.--.:|-'|IIZ'l.I-."uhl,'l &G 2024 171:03 AM ET
A A
A consensus was reached in Algonguin Power & Utilities Carp, subsidiary Liberty Ltilities (Midstates Matural
Gias) Corp's rate ease, which will increase rates for the first time in six years,
Ihe Missouri Public Service Commission is expected to render a decision by Dacamber.
The Take
A comprehensive settlement calls for Libarty Utitities to place a $9.1 million (26.45%) base rate increase
into effect. The net impact of the stipulated rate change would be a $7.2 million increase after accounting for
the prospective transfer to base rates of amounts being recoverad thraugh the infrastructure system
n Mo, regula
wi LricTav 1 Erfag m & L S iy ||'|I|'-l.l:||':|'|'--_ .
most rate proceedings in Mizsouri have been resolved through settlements that did not specily ROE:

ver, whan equily returns were approved, they approximated prevailing industry averages at the time

ished. All large electric utilities have fuel adjustment clauses in place that allocate a partion of Tuel and

purchased power-related cost variations to sharcholders,

Takeaways: (1) Policies have consequences
(2) Our current policies are not constructive

(3) Ratepayers are negatively impacted 36




Missouri Can Be a National Leader
*3 Part Solution”

Establish a * Improve Data Collection and Understanding

State Reliability * Increase Accountability
Mechanism  Ensure Safe and Reliable Service

Integ rated « Move from Static to Dynamic Approach

Resource Planning « Embrace Forward Looking Perspective
Reform - Balance Incentives and Penalties — “Carrots & Sticks”

* |Incent “Steel in the Ground”
» Deliver Safe and Reliable Service

Accounting
Treatment Reform  Ensure Consumer Protections

37









Part 1: State Reliability
Mechanism

Claire Eubanks — Engineer Manager, Engineering Analysis
Walt Cecil — Chief Economist

MO



Missouri Public Service Commission’s Mission

* We will ensure that Missourians receive safe and reliable utility
services at just, reasonable and affordable rates.

Reliability

|
| | | |
Transmission Distribution Resource Resilience Operational
Stability Reliability Adequacy Reliability
MC?A 41




Resource Adequacy

* The ability of the electricity system to
supply power and energy to meet
consumer needs at all times, taking into
account scheduled and unscheduled
outages.

» Sets foundation for procurement and
iInvestment decisions.

MO
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Long-term Load
uncertainty

Weather-driven
load uncertainty

Fuel Supply

Generator Outages

Generator
Variability

Transmission
System Outages
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Regional Partners

T
Midcontinent

« SPP and MISO are the grid
operators for portions of

Missouri
. Capac:lty_ demonstrations Southwesé’\
are required by SPP/MISO Power Pool

Electric Reliability "

M&‘A Council of Texas



Growing Complexities for System Planners

Demand  Supply

Weather Events

Fuel availability

Load forecasting portfolio Transition
44
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Time Horizons

* Resource adequacy needs
span time horizons
e Day-ahead planning
* Seasonal decisions
* Long-term planning

FIGURE 1
Resource Adeguacy Uncertainty as a Function of Reliability Risks and Mitigation Options

e a0 OF REsource Adequacy UNCertainty s

‘ Reliability
Risks
Climate Impacts
Generator Retirements
Fuel Prices
Import Availability
Weather
Load
Outages
Days Season Year Decades
Market - -
Purchases Maintenance Policy Horizon
Scheduling
Short-term Contracts
Load Flexibility
v Resource Additions Mltlgﬂtlﬂn
Transmission Expansion Dptlﬂﬂs

Evolving Market Structures
Consumer Preferences

Source: Energy Systems Integration Growp.
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(E)SI]I] OUR
GENERATIONAL

CHALLENGE /
Working together to mitigate unprecedented power grid risks

-

RELIABILITY IMPERATIVE

MARKET REDEFINITIOM OPERATIONS OF THE FUTURE

» S5PP must comtinuously balance electricity supply and demand across 14 states. TRAMNSMISSION EVOLUTION SYSTEM ENHANCEMENTS

B.ﬁ. LANCE » Together we must balance grid reliability, environmental polices, and affordable electric service.

» This balancing act is increasingly challenged by growing risks of inadequate electricity supply to meet growing demand.

Owr world is increasingly
becoming electrified, and
demand is rapidly rising
across the U.5.

Excess generating capadity in SPP
is shrinking to dangercusly low levels.

As coal and gas generators are being
retired, SPP increasingly depends on
renewable energy, which is cleaner
and lower cost but challenging due to Demand in SFP
its variability. could be 25%
higher by 2030.

New sources of
demand — data
centers, crypto
mining, oil and gas
production, electric
€ars — consume
tremendous energy.

Emerging technologies can be
helpful but need more investment
and development to address today's
challenges.

OO

All generation types struggle to
perform during extreme weather
when demand is highest and human
health and safety are at greatest risk.

Extreme weather
events are more
frequent amd

cause greater
consumption during

times of urgent
We need significant amounts of new need. ]
transmission and generation, which \‘ | Winter and summer
is costly and takes years to complete. ‘\- peak demands
— are growing at
- alarmingly high

l’, | rates,

DEMAND |
E=——Ss

[_suppLY )

Our risks will increase exponentially if we don't take steps to address our generational challenge.

Urgent and coordinated action needed to ensure
continued grid reliability

Electric system reliability is vital for society. The LS. power
grid has long been one of the most reliable in the world. But
due to a confluence of factors, including a looming mismatch
between new generation resources coming online and older
resources retiring, our "reliability risk profile” is changing

in rapid and profound ways. As a result. our grid now faces

a number of imminent and complex reliability challenges,

induding:

« “Reliability attributes" are becoming scarce. Weather-
dependent resources such as wind and solar do not provide
the same critical reliability attributes as comventional
coal and natural gas resources that are retiring. Emerging
technologies such as long-duration battery storage, small
madular reactors, and hydrogen systems may someday offer
solutions, but they are not yet viable at grid scale.

« Extreme weather events have become more frequent and
severe, impacting both generation and transmission, and
exacerbating other refiability risks.

« Supply chain and permitting issues that are beyond the
control of electricity providers, states, and MISO are
delaying mamy new generation projects that are otherwize
fully approved.

« Larpe single-site load additions from a manufacturing
resurgence and incremental load growth from electric
wehicles and other electrification trends pose new
challenges for the grid.

= Imvestor preferences for financing new energy projects are
creating economic headwinds to builld new dispatchable
generation resources, even if they are oritically needed for
refiability purposes.

» Fuel-assurance issues with natural gas pipelines and other
energy infrastructure can hamper consistent deliveries of
fuel to reliability-critical generators.

Call to action: We must work together and

move quickly

In the MISO region, the responsibility for grid reliability

i= shared armong MIS0-member electricity providers,

states, and MISOL MISO calls this shared responsibility the

*Reliability Imperative” In light of the urgent and complex

refigbility risks we face, MISO calls on its members and

states to work together to:

» Refine generation resource plans across MISO by
accelerating the addition of reliability stiributes and
moderating retirements to avoid undue relibility risk

» Maintain transition resources as reliability “insurance” until
promising new technologies become visble at grid scale

 Identify areas of risk in which electricity providers, states,
and IS0 must coordinate

» Read the full report on misoenergy.org




SPP Resource Adequacy Example

2025 Resource Adequacy Requirement Summary
PRM Identification

Reporting Entity Contact Information

2
é
§

E B

Planning Reserve Margin

Planning Reserve Margin PRM Requirement

JFirm Capacity

Hydro Based Resources

Net Peak Demand Summary

0 o 0 0 o
Peak Demand  Firm PowerSales  Firm Power  Demand Response Net Peak Demand
Purchases

Forecasted Peak Demand Comparison (MW)
Previous Year Peak Demand
Current Year Peak Demand
m Previous Year Net Peak Dema

H Current Year Net Peak Demand

Firm Capacity Resounces | 2024 Peak Demand |Forecasted)
et Peak Demand (Forecasted) Firm Capacity Purchases 0.0) 2024 Net Peak Demand | Forecasted)
IPlanning Reserve Margin External Firm Power Purchases 0.0| 2025 Peak Dermand |Forecasted)

Firm Capacity Sales 0.0) Internal Firm Power Purchases

espurce Adequacy Reguirement External Firm Power Sales 0.0 Intermal Firm Power Sales
[Excess Capacity I Confirmed Retirements 0.0) Controllable and Dispatchable Demand Response
IDeficient Capacity 0.0) Scheduled Dutages 2025 Met Peak Demand (Forecasted
[5PP Planning Reserve Margin B9 Transmission Limitations

Dther Capacity Adjustments - Addithons

Other Capacity Adjustments - Reductions

JFiren Capacity
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State Reliability Mechanism

* Requires documentation annually

» Covers the upcoming planning
year and 3 subsequent years

» Consistent with the applicable
SPP/MISO resource adequacy
requirements

* Accountability. Commission may
determine prudency or order
plans to resolve issues

igns
requirements
M &A 48

State
Reliability
Mechanism










Part 2: Integrated Resource
Planning Reform

Doug Anderson — Advisor to Commissioner Mitchell
Jamie Myers — Advisor to Chair Hahn

MO



What is an Integrated Resource Plan (IRP)?

* A long-term plan, assembled by a utility, showing how it is going
to meet future energy demand

* The time horizon varies by state, but is usually somewhere between 10
to 20 years

« Contains a mixture of plans/scenarios based off of variety of
assumptions about the future

« Addresses not just resource adequacy (both supply & demand side),
but also resiliency & cost considerations as well

* Includes information on generating portfolio makeup, planned new
facilities, and retirement estimates

 Variable soup: designed to find best (cost, reliability, stability) approach
for the future

MO



IRP and Long-Term Utility Planning

* Originally proliferated in the 1980s & early 90s to help address
uncertainty in fuel prices & new generation resource types

States with Integrated Resource Planning or Similar Processes

[ State has a filing requirement for long-term plans

pOWE R - State has an IRP rule and filing requirement
B state is developing or revising an IRP rule and filing [ ] state does not have filing requirements for long-term plans
requirement
Wilson, R. and B. Biewald, 2013, Best Practices in Electric Utility Integrated Resource Planning, Synapse 53

Securing Missouri’s Energy Future Economics, prepared for Regulatory Assistance Project.
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Missouri’s Current IRP Process

* Missouri’'s current IRP process was established in 1993
 Last revised in 2011
 Triennial filing with an annual update

* Limitations of the current IRP:
» Created under a different paradigm to address different issues
« Static process
« Has no specific authorizing statute so limited in what it can accomplish
 Limited stakeholder engagement/reserved for later in process
« Required information is not as accessible as it could be
* Non-binding
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Reforming Missouri’s IRP Process

* New dynamic and pro-active approach to collaboratively
address load demands and Resource Adequacy concerns.

* Initial Planning Stage

* Every 4 years, the Commission will look into what needs to be included
in an IRP filing

* Proposed statute gives clear guidance as to what IRPs should focus on
« Adequacy requirements

« State & Federal regulations
« Future projections
« Technology evolution & costs

&- Minimum 16 year planning horizon
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IRP Reform — Stakeholder Involvement

» Each electric utility would go through a 1-year contested IRP

case with the Commission on a staggered schedule

» Features all parties that meet involvement requirements from the beginning

« Commission can designate data standards & formatting to make modeling
information transparent, open, and accessible to parties

« Key Takeaways:
« Contested Case
« Stakeholder input and involvement throughout the process
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IRP Reform — Commission Order

« Commission will issue an order after the 1-year process

 The Commission will consider certain factors:
* Resource Adequacy
* Reliabllity
« Rate Impacts
» Cost-effectiveness
» Resource Diversity

MO

57


https://eia.maps.arcgis.com/apps/webappviewer/index.html?id=5395ae9a72a04064932c1c11efc1db3e&showLayers=State%20Mask%20Missouri;Coal%20Mines;Coal%20Power%20Plants;Battery%20Storage%20Power%20Plants;Biomass%20Power%20Plants;Geothermal%20Power%20Plants;Hydroelectric%20Power%20Plants;Natural%20Gas%20Power%20Plants;Nuclear%20Power%20Plants;Petroleum%20Power%20Plants;Pumped%20Storage%20Power%20Plants;Solar%20Power%20Plants;Wind%20Power%20Plants;Other%20Power%20Plants;Petroleum%20Refineries;Biodiesel%20Plants;Ethanol%20Plants;Natural%20Gas%20Processing%20Plants;Ethylene%20Crackers;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Market%20Hubs;Natural%20Gas%20Trading%20Hubs;Border%20Crossings%20-%20Natural%20Gas;Border%20Crossings%20-%20Electricity;Border%20Crossings%20-%20Liquids;Crude%20Oil%20Pipelines;Petroleum%20Product%20Pipelines;Hydrocarbon%20Gas%20Liquids%20(HGL)%20Pipelines;Electric%20Transmission%20Lines;Crude%20Oil%20Rail%20Terminals;Petroleum%20Product%20Terminals;Petroleum%20Ports;Natural%20Gas%20Pipelines;Natural%20Gas%20Underground%20Storage;LNG%20Terminals;Northeast%20Petroleum%20Reserves;Strategic%20Petroleum%20Reserves;Waterways%20for%20Petroleum%20Movement;Oil%20and%20Gas%20Platforms%20in%20Federal%20Waters&center=-92.6,38.2&level=7

IRP Reform - Incentives

* If a utility proposes new generation facilities and the
Commission agrees with that approach, the Commission may
designate the project as eligible for special treatment

» Access to expedited Certificate of Convenience and Necessity (CCN)
process

« Ability to request construction work in progress (CWIP) accounting
treatment in CCN process

« Customer protections:

« CWIP capped to estimated project cost & limited to expenditures made within
estimated construction period

« CWIP “claw back” if project is not built within estimated construction period

 |f the Commission determines in a separate proceeding that construction costs
giving rise to the CWIP were imprudently incurred.
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IRP Reform - Penalties

* If Commission determines utility’s plan is insufficient, it may flag
the deficiency(ies) and order the utility to make modifications to
its plan.

« Consequences for remaining deficiencies:

* No access to special treatments
* No expedited CCN
« No CWIP

« Commission may commence complaint process and seek penalties
« May trigger enforcement of the State Reliability Mechanism
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IRP Reform — Rulemaking Authority

* Permits Commission to promulgate a Rule, consistent with the
statutory provisions

* Further define and refine the process
» Specific definitions
* Annual updates
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IRP Reform — Consumer Protections

« Consumer groups and other stakeholders ability to participate in
new IRP process

» Consideration of rate impacts and cost-effectiveness
* Incentives are limited and not guaranteed
 “Claw-back” provision
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Accounting Treatment and Construction

* The construction of generation facilities require obtaining significant
upfront capital to pay for the expenses of construction.

 Traditionally, utilities are not able to recover the costs of the facility,
or the costs of financing the construction of a facility, until it is in
service and included in rates.

 The utility must incur all of the costs associated with the financing
and construction, prior to any cost recovery through ratemaking.

* The timing between incurred expenses for construction and recovery
of those costs is considered part of “regulatory lag”.

« Two common accounting treatments for the recovery of financing
costs associated with construction are AFUDC and CWIP.
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What is AFUDC?

 Accumulated Funds Used During Construction

« AFUDC is an accounting tool that allows the utility to book the financing
costs for inclusion in the total cost of the project.

* Includes the cost of borrowed funds or equity expended for
construction purposes during the construction period.
« How AFUDC works in regulation and ratemaking

« Once a facility is providing service to ratepayers, AFUDC recovered
through rates.

* This is the current accounting treatment used in Missouri.
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What is CWIP?

» Construction Work In Progress

« CWIP is an accounting tool that allows utilities to recover some costs of
new construction projects—Iike generating facilities—while the project
Is still under construction and not in service. Not yet “used and useful.”

 How CWIP Works in Regulation and Ratemaking

* When allowed, utilities can include CWIP in their rate base, as part of a
request to change base rates.

* This means utilities begin earning a return on the investment in these
projects before they are completed.
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Impact of CWIP on Utilities and Consumers

« CWIP can potentially reduce financing costs for utilities.

 During the construction of a generating facility, a utility must continually raise
capital in order to pay for the ongoing construction.

« CWIP permits a utility to recover income to offset the costs to finance
construction as the costs are being incurred, strengthening cash flow and
reducing financial risk for the utility.

* CWIP can reduce the overall cost of a project vs. current
ratemaking treatment.

« However, CWIP raises rates during construction, even though the
utility project is not yet providing service.

* The inclusion of CWIP in rates, without a “claw back”, could cause
ratepayers to pay for unfinished or canceled projects, without ever
receiving the benefits.
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Current Status of CWIP in Missouri

* The use of CWIP is currently prohibited for electric utilities
in Missouri

« Passage of Section 393.135

* The Missouri Electric Utility Rate Act, also known as Proposition 1, was
approved by voters on November 2, 1976.

 The measure passed with 63.06% (1,132,664) for in favor, and 36.94%
(663,486) against.

* Prior to 1976, Missouri electric utilities were able to use
CWIP to recover construction costs on large projects.
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Current Status of CWIP in Missouri

 What led to the passage of Section 393.1357?

 Prior to 1975, the Commission’s inclusion of CWIP in utility rates was limited.

* Prominent cases authorizing the use of CWIP

* Union Electric (now Ameren Missouri) — on December 22, 1975, in Case Nos. 18,314 and
18,527, the Commission authorized Union Electric (now Ameren Missouri) to include over $27
million of CWIP related to the Callaway Nuclear Plant in its Rate Base.

+ Kansas City Power & Light (now Evergy Metro) — on April 23, 1976, in Case Nos. 18,433,
18,463, 18,494, and 18,495, the Commission authorized Kansas City Power & Light 1now _
Evergy Metro) to include over $55 million of CWIP related to the LaCygne No. 2 and latan Unit
No. 1 plants in its Rate Base.

* The Qallawae“prqject, and to a lesser extent the KCPL projects,
highlighted the risks of CWIP for consumers.

« Construction delays and cost overruns relating to construction of nuclear facilities
across the country led to fear that ratepayers could be left footing the bill for
unfinished or canceled projects, without éver receiving the expected benefits.

* The Callaway, LaCygne, and latan facilities are currently in service today.
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CWIP Treatment in Other States

* Prior to the 1970s, the general practice of utility
commissions across the country was to prohibit the
inclusion of CWIP in utility rates.

* However, after financial struggles experienced by utilities across
the county in the 1970s and early 1980s, many states
reconsidered their treatment of CWIP.

* Today, Missouri is one of a handful of states to have a
statutory prohibition on the inclusion of CWIP in utility
rates.

MO



Targeted Allowance of CWIP

* Two targeted changes to the treatment of CWIP are being
proposed.

* Through an amendment to Section 393.135 specifically providing that
electric utilities shall be permitted to include CWIP in rates for the
construction of any new natural gas generating unit; and

« As a “carve-out” to Section 393.135’s prohibition to the inclusion of
CWIP in utility rates through the proposed IRP reform.

» Both of these changes are subject to identical limitations and
customer protections
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Targeted Allowance of CWIP

« Amendment to Section 393.135

« Applicable only to new natural gas generation
« Guaranteed

« The amount of CWIP must be determined in a proceeding for a Certificate of
Convenience and Necessity (CCN)

* Provision sunsets in 2035

 |IRP Reform “Carve-out”

* The utility must have an IRP approved by the Commission
* Applicable to any new supply-side resource
* Not Guaranteed

The amount of CWIP included in rates must be approved by the Commission in a
subsequent accelerated CCN proceeding

» Construction of the new resource must begin within the utility’s initial four-year

&planning period.
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Consumer Protections

* Eligibility for CWIP is subject to the following limitations:

* The inclusion of CWIP shall be in lieu of any otherwise applicable
allowance for funds used during construction.

« The Commission shall determine, in a CCN proceeding, the amount of
CWIP that may ultimately be included in rate base, limited by:
* The estimated cost of the project; and
« Expenditures made within the estimated construction period for the project.
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Consumer Protections

« CWIP “claw back”

« Any base rate recoveries arising from the inclusion of CWIP are subject
to refund, together with interest on the refunded amount.

+ If the Commission determines in a separate proceeding that construction costs
giving rise to the CWIP were imprudently incurred.
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CWIP vs. Current Ratemaking using AFUDC

 CWIP — Construction Work in Progress — Plant is included in
rate base after a rate case. The utility earns a return on the
amount spent before the plant is placed in service. Once plant
Is included in rate base the utility no longer recovers AFUDC on
the amount in rate base.

 Current ratemaking using AFUDC — AFUDC accumulates when
the construction begins and ends when the plant is placed in
service. Plant and the AFUDC that is accumulated is included in
rate base after the plant is placed in service. The utility earns a
return on the plant and depreciation expense after a
subsequent rate case.
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Assumptions used in Calculation

 Cost to Construction Gas Generating Plant = $1,000,000,000
* 5 years to build

* Yearly Construction Amount - $200,000,000

» Rate Case every 2 years

» Deprecation Rate = 2.118%

* Pre-Tax Return on Equity Rate = 6.82%

 AFUDC Rate = 5.36%

MO
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Current Accounting Treatment — AFUDC
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Accounting Treatment with CWIP Allowance
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B2 N0 Vo i Vo S Vo S Vo S V0 T V0 B Vo A V0 SR Vo

wvununuvouegoum:onn

Plant
416,080,000
416,080,000
832,160,000
832,160,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000

1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000
1,037,520,000

TOTAL

v nun-unon

Accum. Depreciation

21,976,419
43,952,838
65,929,258
87,905,677
109,882,096

879,056,769
901,033,188
923,009,607
944,986,026
966,962,445
988,938,865
1,010,915,284
1,032,891,703

B2 Vo B Vo S Vo R Vs A Vo B V0 V)

Net Plant

1,015,543,581
993,567,162
971,590,742
949,614,323
927,637,904

158,463,231
136,486,812
114,510,393
92,533,974
70,557,555
48,581,135
26,604,716
4,628,297

Depreciation Exp.

v nunuvumn

R V2T Vo Vo S Vo S Vo S V0 SR V0 R V0

21,976,419
21,976,419
21,976,419
21,976,419
21,976,419

21,976,419
21,976,419
21,976,419
21,976,419
21,976,419
21,976,419
21,976,419
21,976,419

R 72 Vo R Vs S Vo TR Vo S Vo TR V0 S Vo TR V) &

B2 N Vol Vo S Vo S Vo S Vo B V0 R V0

Return

28,376,656
28,376,656
56,753,312
56,753,312
73,220,692
71,636,192
70,051,693
68,467,193
66,882,693

11,425,199
9,840,699
8,256,199
6,671,700
5,087,200
3,502,700
1,918,200

333,700

R 72 Vo Vo S Vo SR Vo S Vo S Vo S Vo TR W B

B2 Vo B Vo SN Vo B Vo R V0 R V) BV

Total

28,376,656
28,376,656
56,753,312
56,753,312
95,197,111
93,612,612
92,028,112
90,443,612
88,859,112

33,401,618
31,817,118
30,232,619
28,648,119
27,063,619
25,479,119
23,894,619
22,310,119

R 72 K Vo Vo S Vo SR Vo S Vo S Vo S Vo TR W

W B2 0 Vo B Vo S Vo B Vs A Vo B Vo V0

Cumulative Total

28,376,656

56,753,312
113,506,624
170,259,936
265,457,047
359,069,659
451,097,771
541,541,383
630,400,495

2,742,234,528
2,774,051,646
2,804,284,265
2,832,932,383
2,859,996,002
2,885,475,121
2,909,369,741
2,931,679,860

2,931,679,860
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Cost Savings: CWIP vs. Current Ratemaking

* In this instance CWIP is the cheaper option for customers

« CWIP
 Total Costs = $2,931,679,860

 Current Ratemaking (AFUDCQC)
 Total Costs = $3,018,207,065

« Savings Difference
e Total Savings: $86,527,205

« CWIP may not be the cheaper option in all instances depending upon the cost of the plant, time
to construct the plant, cost of debt and equity.
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