BEFORE THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

In the Matter of the Application of Evergy )
Kansas South, Inc. for Approval of the Energy )
Supply Agreement Between Evergy Kansas ) Docket No. 24-EKSE-689-CON
South. and CVR Refining CVL, LLC. )

NOTICE OF FILING OF STAFE’S REPORT AND RECOMMENDATION (PUBLIC)

COMES NOW, the Staff of the State Corporation Commission of the State of Kansas (Staff
and Commission, respectively), and files its Report and Recommendation (“R&R”) regarding the
Joint Application of Evergy Kansas South, Inc., d/b/a/ Evergy Kansas Central (“Evergy”) and
CVR Refining CVL, LLC (“CVR”) for approval of a Special Contract.

Staff has reviewed the Application. Staff believes the Special Contract will result in just
and reasonable rates for CVR and Evergy’s remaining core customers because: 1) the Special
Contract is necessary to incentivize CVR to remain on the system; 2) the Special Contract is priced
to exceed variable cost and contribute meaningfully to fixed costs that would otherwise be paid by
other customers in the event CVR left Evergy’s system; and 3) the Special Contract contains
significant minimum bill protections. Staff recommends that the Commission approve the Special
Contract.

Certain portions of this Report and Recommendation which include confidential
commercial information have been redacted in accordance with K.S.A 66-1220a.

WHEREFORE, Staff submits its Report and Recommendation for Commission review and
consideration and for such other relief as the Commission deems just and reasonable.

Respectfully submitted,

[o] Carty B. MWaseuthin
Carly R. Masenthin, #27944
Senior Litigation Counsel
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REPORT AND RECOMMENDATION
UTILITIES DIVISION
CONFIDENTIAL VERSION
**Confidential Information Denoted by Asterisks**

TO: Andrew J. French, Chairperson
Dwight D. Keen, Commissioner
Annie Kuether, Commissioner

FROM: Kristina Luke-Fry, Managing Auditor
Justin Prentiss, Senior Rate Analyst
Justin Grady, Deputy Director of Utilities
Jeff McClanahan, Director of Utilities

DATE: October 7, 2024

SUBJECT: Docket No. 24-EKSE-689-CON: In the Matter of the Application of Evergy Kansas
South, Inc. for Approval of the Energy Supply Agreement Between Evergy Kansas South. and
CVR Refining CVL, LLC.

EXECUTIVE SUMMARY:

On May 1, 2024, Evergy Kansas South, Inc., d/b/a/ Evergy Kansas Central (Evergy) and CVR
Refining CVL, LLC (CVR) filed a Joint Application requesting Commission approval of an
Energy Supply Agreement (Special Contract or Contract) between CVR and Evergy.! CVR and
Evergy desire for the Special Contract, if approved, to take effect on or before November 1, 2024.
If approved, the Special Contract will take effect the first day of the month following Commission
approval and last for five years.

The Joint Application is supported by the Direct Testimony of Jason Klindt, Senior Director of
External Affairs for Evergy, and Mark Pytosh, Executive Vice President of Corporate Services for
CVR. Mr. Klindt testifies in support of approval of the Special Contract according to the evaluation
framework outlined by the Commission in Docket No. 01-GIME-813-GIE (01-813 Docket) and
that the Special Contract exceeds the minimum contribution to fixed costs threshold that has
previously been advocated by Staff in special contract dockets before the Commission. Mr. Pytosh
describes CVR’s operations and CVR’s perspective about the Contract.

! See Joint Application, May 1, 2024.









Contract specifies that CVR’s minimum monthly bill shall be_ during the term of
the agreement.

The minimum bill provisions of CVR’s special contract provide significant guaranteed benefits to
Evergy’s remaining core customers. h a month equates to _ a year
or“. This minimum bill contributes meaningfully towards the capacity costs

of maintaining available capacity to serve CVR, even if Evergy never supplied CVR a single kWh
during the term of the contract.

The existence of these minimum bill provisions of the special contract significantly de-risk CVR’s
contribution towards fixed costs, to the benefit of Evergy’s core customers.

3. Just and Reasonableness Review

The question of whether the special contract results in just and reasonable rates depends in large
part on the first two factors previously evaluated. If a special contract is not necessary, then it is
very unlikely that contract would result in just and reasonable rates, because the contract customer
would be getting a discounted electric rate to the detriment of the remaining core customers. It
would not be just and reasonable for non-contract customers to pay higher rates than would
otherwise be the case without the special contract.

Likewise, if the special contract does not convey operational or economic benefits on Evergy and
its customers, then the special contract is unlikely to result in just and reasonable rates.

In this case, Staff contends that the CVR Special Contract is necessary to incentivize CVR to
remain on the system instead of building its own co-gen operations in order to bypass the Evergy
system. Additionally, the CVR special contract is priced to exceed variable cost and contribute
meaningfully to fixed costs that would otherwise be paid by other customers if CVR were to leave
the system. Due to the significant minimum bill protections in the contract, these benefits are
largely guaranteed to Evergy and its customers during the term of the special contract. For all of
the above reasons, Staff contends that the CVR special contract will result in just and reasonable
rates for CVR and Evergy’s remaining core customers.

RECOMMENDATION:

Staff’s analysis has shown that the CVR special contract will result in just and reasonable rates for
CVR and Evergy’s remaining core customers because: 1) the CVR Special Contract is necessary
to incentivize CVR to remain on the system; 2) the special contract is priced to exceed variable
cost and contribute meaningfully to fixed costs that would otherwise be paid by other customers
in the event CVR left Evergy’s system; and 3) the contract contains significant minimum bill
protections. Staff recommends that the Commission approve the CVR Special Contract.
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