Board of Public Utilities
Kansas City, Kansas

BOARD AGENDA

R

Regular Session
June 7, 2023 — 6:00 P.M.

I. Call to Order
I1. Roll Call

David Haley, At Large, Position 2
_____Robert L. Milan, Sr., District 1

Rose Mulvany Henry, At Large, Position 3
Jeff Bryant, District 3
____Mary L. Gonzales, At Large, Position 1
___ Tom Groneman, District 2

1. Approval of Agenda
IV. Approval of the Minutes of the Work Session of May 17, 2023

V. Approval of the Minutes of the Regular Session of May 17, 2023
VL Public Comments

VIL General Manager / Staff Reports
1. 2022 Annual Audit

1. Electric Supply Quarterly Update
11i. Economic Development Fund Request
1v. Miscellaneous Comments

VIII. Board Comments
IX. Executive Session

X. Adjourn



2022 Audited Financial Results

June 7, 2023
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THE POWER OF COMMUNITY

Revenues - 2022 YTD

Electric
Water
Combined

**Dollars in millions

Financial Results

Variance - YTD comparing 2021 Actual to 2022 Actual

(CY) 2022 (PY) 2021 Budget 2022| (CY) 2022
YTD YTD YTD YTD
$ 332255 | $ 298.438 $ 277447 % 332255
52.824 50.927 52.325 52.824
$ 385.079 | $ 349.365 102%| $ 329772 | $ 385.079 16.8%|
Electric: Water:
Residential ~ $11.4M Residential  $172K
Commercial $21.4M Commercial  $667K
Industrial $12.0M Industrial $493K

**Recoghized ERC Under Collection for 2022 31 & 4th
Quarter of $14.8M. Recognized in Jan-June of 2023
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THE POWER OF COMMUNITY

Operating Expenses - 2022 YTD

Electric
Water
Combined

**Dollars in millions

Variance - YTD comparing 2021 Actual to 2022 Actual

Financial Results

(CY) 2022 (PY) 2021 Budget 2022| (CY) 2022
YTD YTD YTD YTD
$ 244131 | $ 224.648 $ 208510 | $ 244131
35.645 36.275 38.905 35.645
$ 279776 | $ 260.923 72%| $ 247415 % 279.776 13.1%|
Electric; \ Water:
Purchased Power $9.4M Production ($32K)
Fuel $7.9M 16D $167K
Production $2.5M G&A ($705K)
T&D ($217K)
G&A ($2.4M)



THE POWER OF COMMUNITY

Change in Net Position - 2022 YTD

Electric
Water
Combined

**Dollars in millions

(CY) 2022 (PY) 2021
YTD YTD
$ 38.006 | $ 26.887
11.344 1.959
$ 49350 | $ 34.846

Financial Results

Budget 2022
YTD

(CY) 2022

YTD

$ 21486
6.697

$

38.006
11.344

$ 28183

$

49.350




THE POWER OF COMMUNITY

Cash Position & Debt Coverage

Financial Results

Combined (ES&W)
Days Cash-on-Hand

Cash Position
(CY) 2022 (PY) 2021 2022
December December November
$ LL56 | $ L4409 | $ 44.80
68 72 63

1 Day = Approximately $700K-$750K

(Based on 12 month rolling average of expenses)

Debt Coverage with PILOT

(Cy) 2022 | (PY) 2021
December | December
Electric 273 234
Water 219 194
Combined 2.83 2.45

Electric
Water
Combined

Debt Coverage w/o PILOT

(Cy) 2022

December

(PY) 2021

December

203
1.72
212

1.75
1.49
1.85




FORV/S

Report to Board of Directors,
Audit Committee and
Management

Board of Public Utilities of Kansas
City, Kansas

Results of the 2022 Financial Statement
Audit, Including Required Communications

Kansas City, Missouri
December 31, 2022

forvis.com
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Required Communications Regarding Our Audit Strategy &
Approach (AU-C 260)

The following matters are required communications we must make to you, including these responsibilities:

Overview & Responsibilities

Matter

Scope of Our
Audit

Our
Responsibilities

Audit Scope &
Inherent
Limitations to
Reasonable
Assurance

FORV/S

Discussionn I _t_‘

This report covers audit results related to your financial statements:

¢ As of and for the year ended December 31, 2022
e Conducted in‘accordance with our contract dated January 23, 2023

FORVIS is responsible for forming and expressing an opinion about whether the financial
statements that have been prepared by management, with the oversight of those charged
with governance, are prepared in accordance with accounting principles generally accepted in
the United.States of America (GAAP)

An audit/performed in accordance with auditing standardsigenerally accepted in the United
States of America (GAAS) and the standards.applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States is
designed to obtain reasonable, rather than absolute, assurance about the financial
statements. The scope of our audit tests was established in relation to the financial
statements taken as a whole and did not include a detailed audit of all transactions.

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Board of Public Utilities of Kansas City, Kansas 1 June __, 2023



Matter

Extent of Our
Communication

Independence

Your
Responsibilities

Distribution
Restriction

FORV/S

Discussion

In addition to areas of interest and noting prior communications made during other phases of
the engagement, this report includes communications required in accordance with GAAS that
are relevant to the responsibilities of those charged with governance in overseeing the
financial reporting process, including audit approach, results, and internal control. The
standards do not.require the auditor to design procedures for the purpose of identifying other
matters to be communicated with those charged with governance.

The engagement team, others in our firm, ‘as appropriate, and our firm, have complied with all
relevant ethical requirements regarding independence.

Our audit does not relieve management or those charged with governance of your
responsibilities. Your responsibilities and ours are further referenced in our contract.

This communication is intended solely for the information and use of the following and is not
intended to be, and should not.be, used by anyone other than these specified parties:

e Board of Directors, Audit Committee, and Management
e Others within BPU

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Board of Public Utilities of Kansas City, Kansas 2 June __, 2023



Government Audit Standards

Matter Discussion
Additional We also provided reports as of December 31, 2022, on the following as required by GAGAS:
GAGAS

¢ Internal control over financial reporting and on compliance and other matters based on

Reporting an audit of the financial statements performed.in.accordance with GAGAS
Reporting Our consideration of internal.control over-financial reporting and our tests of compliance were
Limitations not designed with an objective of forming an opinion on the effectiveness of internal control or

on compliance, and accordingly, we«do not express such an opinion.

FORV/S
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Other Information Accompanying the Audited Financial Statements

The audited financial statements are presented along with management’s Annual Comprehensive Financial Report.
Management, or those charged with governance, is responsible for preparing the annual report.

We were not engaged to audit the information contained in the annual report, and as a result, our opinion does not
provide assurance as to the completeness and accuracy of the information contained therein.

As part of our procedures, we read the entire report to determine if financial information discussed in sections
outside the financial statements materially contradicts the audited financial statements. If we identify any such
matters, we bring them to management’s attention.and.review-subsequent revisions.

Auditor Objectives Related to Other Information
Our objectives related to the other information accompanying.the audited financial statements were to:

e Consider whether a material inconsistency exists between the other information and the financial statements
e Remain alert for indications that:

o A material inconsistency exists between the other information and the auditor’'s knowledge obtained in
the audit, or

o A material misstatement of fact exists or the other information is otherwise misleading

e Respond appropriately when we identify that such material inconsistencies appear to exist or when we
otherwise become aware that other information appears to bé materially misstated. Potential responsive
actions would include requesting management;to,correct the identified inconsistency

¢ Include the appropriate communication in our auditor’s report, disclosing the procedures performed on the
Other Information, as well as the results obtained

FORV/S

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office
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Qualitative Aspects of Significant Accounting Policies & Practices
The following matters are detailed in the following pages and included in our assessment:

Significant Accounting Policies
Significant accounting policies are described in Nofe 1 of the audited financial statements.

With respect to new accounting standards adopted during the year, we call to your attention the following topics
detailed in the following pages:

e GASB 87, Leases

Unusual Policies or Methods

With respect to significant unusual accounting policies or acecounting methods used for significant unusual
transactions (significant transactions outside the normal course of business or that otherwise appear to be unusual
due to their timing, size, or nature), we noted the following:

e No matters are reportable

Alternative Accounting Treatments

We had discussions with management regarding alternative accounting treatments within GAAP for policies and
practices for material items, including recognition,.measurement, and disclosure considerations related to the
accounting for specific transactions/as well as general accounting policies,as follows:

e No matters are reportable

FORV/S
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Management Judgments & Accounting Estimates

Accounting estimates are an integral part of financial statement preparation by management, based on its
judgments. Significant areas of such estimates for which we are prepared to discuss management’s estimation
process and our procedures for testing the reasonableness of those estimates include:

¢ Allowance for doubtful accounts

e Deferred costs of revenues, including amortization periods
e Accrued liabilities

e Composite rate depreciation methods

e Net pension liability

e Other post-employment benefits

Financial Statement Disclosures

The following areas involve particularly sensitive financial statement disclosures for which we are prepared to
discuss the issues involved and related judgments made in formulating those disclosures:

e Note 12: Leases

Our Judgment About the Quality of the Entity’s Accounting Principles

During the course of the audit, we made the following observations regarding the Entity’s application of accounting
principles:

¢ No matters are reportable

FORV/S

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Board of Public Utilities of Kansas City, Kansas 6 June __, 2023



Significant Accounting Policies & Alternative Treatments — Details

GASB 87, Leases

Effective January 1, 2021, the BPU adopted GASB 87, Leases. GASB 87 creates one model for recognizing leases
for both lessees and lessors. Substantially all leases are recognized on the lessee’s statement of net position.

In the activity statement, lessees no longer report rent expense for the previously classified operating leases but
instead report interest expense on the liability and amortization expense.related to the asset. Lessors recognize a
lease receivable and corresponding deferred inflow of resources. Interest income associated with the receivable are
recognized using the effective interest method.

Adoption of GASB 87 required significant time to identify a.complete list of lease contracts for consideration of
adoption and measure the lease assets and liabilities for recognition. In addition, due to adoption of the standard,

the BPU’s key performance indicators related to the statement of net position(such as the current ratio) are likely
not comparable to historical results.

FORV/S
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Adjustments Identified by Audit

During the course of any audit, an auditor may propose adjustments to financial statement amounts. Management
evaluates our proposals and records those adjustments that, in its judgment, are required to prevent the financial
statements from being materially misstated.

A misstatement is a difference between the amount, classification, presentation, or disclosure of a reported financial
statement item and that which is required for the item to be presented fairly in accordance with the applicable
financial reporting framework.

Proposed & Recorded Adjustments

Auditor-proposed and management-recorded entries includerthe following:

e No matters are reportable

Uncorrected Misstatements

Some adjustments proposed were not recorded because their aggregate effect is not currently material; however,
they involve areas in which adjustments in the future could be material, individually or in the aggregate.

Uncorrected audit misstatements pertaining/to the latest period presented that were determined by management to
be immaterial, both individually and in the aggregate,but more than trivial to the financial statements as a whole are
included as an attachment to this communication.

While these uncorrected misstatements/were deemed.to/be immaterial.to the current-year financial statements, it is
possible that the impact of these uncorrected misstatements, or matters underlying these uncorrected
misstatements, could potentially cause future-period financial statements to be materially misstated.

FORV/S
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Nature of Uncorrected Misstatements

e Additional accrual for self insured healthcare expenses
o CWIP addition related to 2021 that was recorded in 2022
e Reclass PILOT from non-operating expense to transfer

Other Required Communications

Significant Issues Discussed with Management
Prior to Retention

During our discussion with management prior to our engagement, the following issues regarding application of
accounting principles or auditing standards were discussed:

¢ No matters are reportable
During the Audit Process

During the audit process, the following issues were discussed or were the subject of correspondence with
management:

e Impacts of future accounting standards including GASB 96; Subscription-Based Information Technology
Arrangements

e [nflation Reduction Act Considerations

FORV/S
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Board of Public Utilities of Kansas City, Kansas 9 June __, 2023



Difficulties Encountered in Performing the Audit

Our audit requires cooperative effort between management and the audit team. During our audit, we found
significant difficulties in working effectively on the following matters:

e No matters are reportable

Other Material Communications
Listed below are other material communications between management and usrelated to the audit:

e Management representation letter (see Attachments)

e We orally communicated to management other deficiencies in internal control identified during our audit that
are not considered material weaknesses or significant deficiencies.

FORV/S
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Attachments

Management Representation Letter

As a material communication with management, included herein is a copy of the representation letter provided by
management at the conclusion of our engagement.

Schedule of Uncorrected Misstatements
The detail of uncorrected misstatements identified as a result of our engagement are included herein.

FORV/S

FORVIS is a trademark of FORVIS, LLP, registration of which is pending with the U.S. Patent and Trademark Office

Board of Public Utilities of Kansas City, Kansas 11 June __, 2023



Manual Load Shed




EBPU Possible Reasons for Load Shed

THE POWER OF COMMUNITY

 BPU Initiated

— May be necessary to alleviate an overload where there is no other
option capable of being deployed in time to prevent equipment
damage

* More likely to be localized to a specific area within BPU footprint

* Southwest Power Pool (SPP) Initiated

— Results from a greater issue for the entire Balancing Authority (BA) or
wider area than just BPU’s service area
* More likely to be dispersed throughout BPU
» Possibility to be cycled (rolling blackouts) to lessen burden on customers




EBPU Why was load shed in 2021

THE POWER OF COMMUNITY

« A Balancing Authority must be able to support current customer
load plus carry enough reserves to withstand a potential
contingency that could result in a total collapse of its area

— High number of generation outages, inability of neighboring areas to
support via imports and high load resulted in the SPP BA to not be able
to meet these requirements during certain periods

« On Monday, February 15t", SPP directed approximately 1.5% of its
total load be shed

« On Tuesday, February 16th, an approximate 6.5% load shed was
directed




EBPU February 2021 Event

THE POWER OF COMMUNITY

« All SPP Balancing Authority members were required to shed load
— Was not a result of an internal issue isolated to BPU

« High number of Generation outages coupled with record setting
customer load within SPP region was a significant driver of the
event

* The coldest temperatures experienced in Winter Storm Uri covered
the entire SPP region




EBPU How Load Shed List is Determined

THE POWER OF COMMUNITY

« C(Critical Loads that impact continuality of service and public safety
are identified and excluded from Manual Load Shed

» Certain Automatic Load Shed schemes exist and are also excluded
from Manual Load Shed, but with provisions within BPU Procedures
to be utilized for Manual Load shed if precautions are met

— All remaining circuits are considered available for Manual Load Shed
 When directed to shed load by SPP, BPU must comply without
intentional delay

— The amount of load required to be shed and the amount of load on the
available circuits will be primary drivers of which circuits are initially
shed




% BPU How was BPU Impacted

THE POWER OF COMMUNITY

« SPP allocated the amount of load that needed to be shed on a pro-
rata basis amongst its members

— BPU’s portion of the total was slightly below 1% of the total load shed
within SPP

« February 15t Load Shed event lasted about 1 hour
— Roughly 1-2% of BPU load

« February 16t" Load Shed event lasted around 3 %2 hours
— Roughly 7-8% of BPU load

» Due to the extreme cold temperatures, attempts were made to
cycle the load that was shed on set intervals to reduce the impact
on BPU’s customers




% BPU How was BPU Impacted

THE POWER OF COMMUNITY

 The second day (2/16) required BPU to shed nearly 4x that amount
of load than what was shed on day one

— The magnitude of load that needed to be shed resulted in some
industrial customers to be impacted

— Provisions exist within BPU’s Procedure to limit impact on industrial
sector where possible, but cannot always be excluded

e (Circuits contained within Automatic Load Shed schemes were
utilized due to the duration and amount of load shed required

» Constant open line of communication was maintained throughout
both events to maintain efficient utilization of personnel




EBPU Lessons Learned

THE POWER OF COMMUNITY

« As with any major event, personnel from various departments
within BPU met to discuss lessons learned and ways to reduce the
burden on customers in future scenarios

» Reconfiguration of load to allow more circuits available to be
cycled during lengthy events is an ongoing effort

» Development of additional EMS SCADA display functionality

* Industry wide, more regulatory requirements are being
implemented centered around cold weather preparedness to
potentially reduce the frequency of future events




EBPU Looking Forward

THE POWER OF COMMUNITY

« BPU operators continue to receive ongoing/refresher training both
internally and in coordination with SPP to remain prepared for
future events

» Policies and Procedures are maintained and updated on a regular
basis to stay current with changing requirements

»  While we hope to not experience another load shed event, our goal
is to be as prepared as possible and limit the impact on BPU
customers if another event occurs
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