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August 24, 1976
Morning Session

The meeting was called to order by the Chairman at 10:00 a.m. Chairman Buzzi
introduced Mr. E.V.D. Murphy, Director of the Alcoholic Beverage Control Division, De-
partment of Revenue. Mr. Murphy called attention to his memorandum which had previcusly
been sent to the Committee as background information concerning the price affirmation
situation in Kansas (Attachment I). He advised members that the October 6, 1975, memo-
randum had been sent to all suppliers doing business in the State of Kansas in an effort

to correct the few suppliers who were attempting to twist the law.

A member inguired congerning the number of suppliers in the state. Mr. Murphy
stated that there are approximately 85, including beer suppliers, manufacturers, wine
vendors, and importers of both spirits and wine.

Another member inguired concerning the few suppliers who had .attempted to
violate the spirit of the law. Mr. Murphy stated that several suppliers had informed him
that the posted F.0.B. prices were not the lowest prices that the merchandise was socld in
the United States, as required by the statute. In fact, the posted prices were the F.O.B.
plant prices plus a shipping charge from the plant to Oklahoma City and a handling charge .
for warehousing in Oklahoma City. Mr. Murphy felt that this is a wviolation or, at best,

a misinterpretation of the statute. .

Mr. Murphy explained that the retail price is determined by the F.0.B. price plus
acquisition cost plus a percentage markup, which is determined by the A.B.C. Board of
Review. Freight rates, which are also set by the Board of Review, are periocdically ad-
justed. This adjustment accounts for some of the fluctuation in shelf prices. Mr. Murphy
stated that there are about 2,300 different brands approved for sale in the state. He
contrasted this number of brands with the 500 brands approved for sale in Oregon, a control
state in which the state maintains a monopoly over the sale of alcoholic beverages.

The Vice Chairman inquired whether A.B.C. was proposing any change in the
affirmation law. Mr. Murphy stated that it was his opinion that the affirmation statute
should not be changed and he felt that repeal of the affirmation law would be harmful to
the state.

Mr. Mills noted that the October 6, 1975, memorandum mentioned previously
(Attachment I) had become the subject of litigation as several suppliers have challenged
the Director's interpretation of the statute. Mr. William Schutte, Assistant Attorney
General, stated that the case was now in Shawnee County District Court.

Dr. Darwin W. Daicoff, professor of economics at the University of Kansas,
presented a prepared statement (Attachment II). Dr. Daicoff reviewed the present affirma-
tion situation and cited several examples of its operation.

Mr. John Webb, Lawrence, stated that he had not realized the question under
discussion was to be strictly on the matter of price affirmation, and explained that he
had wanted to comment on the total price structure in the state. The Vice Chairman in-
quired whether Mr. Webb represented retailers or wholesalers. Mr. Webb explained that
he was speaking as an individual and at the present time he is a clerk in a retail
liquor store.

Mr. Webb distributed a comparative schedule encompassing F.0.B. prices, freight
rates, taxes, and approved mark ups (Attachment III). He stated that his figures show
the retail price to be high when compared to the tax revenue generated. He urged that
the system of distribution be considered since, in Kansas, there are nine principal
wholesalers handling basically the same product line. Mr. Webb stated that he believes
there are ways to make the distribution system more efficient.

A member noted that the schedule shows that ‘Oklahoma has the lowest price
per case and inquired if it is an affirmation state. Mr. Webb deferred to Mr. Murphy who
explained that Oklahoma is an affirmation state in which wholesalers are supposed to
pay the same amount of money per case F.O.B. as in Kansas, but thereafter any similarity
in the two states' laws ceases. He stated that many of the retailers are going broke in




Oklahoma because they do not have state price control. As a result, they depend on volume
and the large dealer can and does force the small retailer out of business. The Vice
Chairman inguired if Kansas has had any experience of business failures. Mr. Murphy
stated that suppliers have never lost any money in Kansas. He mentioned that four years
ago a wholesaler failed in Lawrence, but that in liquidating, all outstanding bills were
paid and, with the cooperation of the wholesalers, the only people who lost money were

the stockholders.

Mr. Gary Kershner, Executive Director of the Kansas Wine and Spirits Wholesalers
Association, presented a preparéd statement ({(Attachment IV). He stated that the whole-
sale industry in Kansas accepts the responsibility to protect the public interest and he
feels this is best achieved through regulation as provided under the present law. Mr.
Kershner opposed any change in the present law.

Mr. Terry Schlemeier, representing the Distilled Spirits Council of the U.S.,
urged the Committee to recommend changes in the present Kansas system. He felt that
affirmation is a matter of philosophy in that Kansas law states that suppliers shall sell
their product in a certain way regardless of any other consideration and at a particular
price. He stated that Kansas law does not allow an open competitive market and that A.B.C.
does not believe that free enterprise will have any effect on the price of alcohclic
beverages. He explained the risk in anticipating the market in the future: for example,
a bourbon must be kept in a bonded warehouse for ten years and that, at the time it was
placed there, the distiller had to predict the market ten years in the future. If the
distiller makes a bad estimate of the market, there will be a lot of bourbon left in
warehouses. In such instances, he testified, the distiller might sell the excess to non-
affirmation states at as low as $1.00 per case over actual cost. This cannot be done in
affirmation states, thereby barring a benefit to the consumer. Mr. Schlemeier felt that
a free enterprise market would benefit both the industry and the consumer.

The Chairman asked members if they had examined the minutes of the July meeting.
It was moved by Senator Arasmith that they be approved. Motion was seconded by
Representative Ward and carried.

Mr. Gene Baird, a liquor wholesaler from Johnson County, testified that Kansas
did not have affirmation until 1961 and that the law went into effect fully in 1968.
He stated that, prior to that time, the prices were higher than in many of the states
surrounding Kansas. He pointed out that when affirmation went into effect, prices went
down across the board. Mr. Baird believed that if the affirmation law were repealed, prices
would rise again.

The meeting was recessed until 1:30 p.m.

Afternoon Session

The meeting was reconvened by the Vice Chairman. Mr. Bill Underwood stated
that the Xansas Retail Liguor Dealers Association had no formal position on the
affirmation issue. He stated that varied opinions existed among the association's member-
ship. d

A member inquired what kind of turnover is experienced in liquor store
ownership. Mr. Underwood stated that there is very little turnover and that many stores
have been in business for 25 or 30 years. He stated that most turnover occurs where
there is an investment-type ownership, not in the family-owned stores which are predominant
in Kansas.

Mr. Robert Tilton, representing the Seagrams Company, addressed the Committee
and presented a prepared statement (Attachment V). Mr. Tilton stated that, in hearings
before the A.B.C., there is no one present to represent the consumer; those present usually
represent suppliers and wholesalers. He stated that there are approximately 1,180 re-
tail liguor stores in Kansas, with 86 in Topeka. Supplying these retail stores are 30
wholesale distribution companies which are owned by only ten families. Mr. Tilton said
that these distributors are reaping large profits through artificial freight rates. He
stated that the affirmation law is intended to make prices lower in Kansas, while they
are, in fact, higher than in other states. He urged the Committee to consider changes
in the law because it is clear that affirmation is not serving the Kansas consumer.



A member inquired if Mr. Tilton is in favor of doing away with the affirmation
statute. Mr. Tilton offered a proposed amendment to K.S.A. 41-1112 to permit inclusion
of delivery and warchousing costs (Attachment VI).

Another member inquired if Mr. Tilton proposed treating this commodity like
the grocery business. Mr. Tilton stated that he felt some controls are needed, but that
by removing price controls and allowing competition, the consumer would benefit.

Mr. Gary Kershner stated that it is contended that wholesalers are reaping
huge profits but that A.B.C. had conducted a rate study which showed that half of the
wholesalers did not make a profit. Following the study, some price mark ups were
granted, but those mark ups do hot allow windfall profits.

The Chairman announced that tomorrow the Committee would consider Proposal No. 18,
dealing with open meetings. Miss Torrence distributed a draft copy of a bill which members
were asked to study (Attachment VII).

Representative Marshall stated that he had discussed the steam boiler insurance
issue with several businessmen who informed him that the insurance was much more expen-
sive than the Committee had been led to believe by the insurance industry conferees during
the testimony at the July meeting. Representative Marshall also stated that the insurance
executive from Hartford, Connecticut, told him that the company would not insure all
boilers even if they were inspected by the state. At the reqguest of Representative
Farrar, Mr. Mills distributed several letters which dealt with the steam boiler insurance

issue (Attachment VIII).

The meeting was recessed until 9:00 a.m., August 25, 1976.

August 25, 1976
Morning Session

The Committee discussed the draft bill on Proposal No. 18 —-- Open Meetings Act
(Attachment VII).

It was moved by Representative Harris and seconded by Representative Ward that
the proposed new subsection (c} in Section 1, be approved. Motion carried.

It was moved by Senator Parrish and seconded by Senator Booth that the proposed
change in subsection (d) of Section 2 be approved. Motion carried.

It was moved by Representative Harris and seconded by Representative Ward that
the proposed changes in Section 3 be approved. Motion carried.

It was moved by Senator Parrish and seconded by Senator Booth that the proposed
changes in subsection (b) of Section 3 be approved. Motion carried.

Thereupon, it was moved by Representative Harris and seconded by Representative
Ward that the draft be introduced as a Committee bill. Senator Parrish stated that he
and Senator Booth would be happy to have the bill originate in the Senate. There was a
consensus that this would be satisfactory. Representatives Harris and Ward agreed to
amend their motion to recommend that the bill go to the Senate. Motion carried.

Senator Booth recommended that it be made clear in the Committee report that
the Committee had considered language to the effect that such legislation should not be
a barrier between an elected official and a constituent.

The Chairman stated that the report should emphasize the desire of the Committee
that all public bodies observe both the letter and the spirit of the Kansas Open Meetings
Act.

The’ Chairman announced that he and some of the members had met with the
Insurance Commissioner cencerning the boiler insurance problem and that the Commissioner

had suggested some changes.



Miss Torrence reviewed the draft bill on Proposal No. 22 (Attachment IX). She
explained that, with regard to the hearing procedure prior to release, the Committee had
asked that the same procedure be applicable when patients are transferred from one facility
to another. This was accomplished in subsection (4) of Section 1.

She noted that the draft makes numerous technical amendments, and on page 2
there is a provision for the various types of orders which the court can make following
the hearing. She suggested that a change be made on page 2, line 2, after "district court”
where the follow1ng phrase should be inserted: "of the county from which the person was
committed.

The Vice Chairman inquired whether this draft resolves the problem regarding
jurisdiction which was brought to the attention of the Committee. Miss Torrence stated
that she felt it did.

The Vice Chairman stated that it bothered him to say "not guilty by reason of
insanity" and inguired whether the bill could read "guilty as charged but adjudged insane.
A member pointed out that in a criminal trial it is necessary that the state prove "criminal
intent", which is impossible if the person was insane at the time the act was committed.
Another member suggested that eventually it may be necessary to adopt a two-stage trial,
the first stage .to determine guilt and then a second stage to determine sanity and sentencing.

It was suggested that the court, in addition to the county attorney, be authorized
to initiate the hearing. It was moved by Representative Ward and seconded by Senator
Arasmith that the draft be amended to permit the court to order the hearing. Motion
carried. Miss Torrence stated that she would make the necessary amendments in the appro-
priate sections of the draft.

It was moved by Representative Ward and seconded by Senator Arasmith that the
draft be approved for introduction. (However, no vote was taken on this motion.)

‘Mr. Charles Hamm, Chief of Legal Services for the Department of Social and
Rehabilitation Services, noted several of his concerns regarding the proposed draft. He
questioned the need for a defense of insanity, dlscussed the role of the custodlal hospital,
and noted the distinction between "mentally ill persons”" and “dangerous persons." Mr.

Hamm argued that a dangerous person who is not mentally ill could, in effect, be confined
for life under this statute. He pointed out that the Social and Rehabilitation Services
hospitals like to think of themselves as treatment facilities, but this bill emphasizes
that the State Security Hospital is really part of a prison system. A court, upon
finding "dangerocusness", could order a person confined until he is no longer dangerous,
and "dangerouS“ has not ‘been statutorily defined,

'The Chairman inquired whether this situation would apply to many people or to
only a few exceptions. Mr. Hamm stated that he did not know what the statistics would
show concerning the number who plead guilty by reason of insanity. Mr. Hamm also stated
that a perscn could be a dangerous individual but a "sane dangerous individual."

A member suggested that these concerns be mentioned in the Committee report.
The Committee agreed that discussion of this issue should be contlnued later in the meeting.

Miss Torrence distributed a draft bill concerning Proposal No. 60 -- Steam
Boiler Insurance (Attachment X). The Chairman introduced Mr. Raymond Rathert of the
Insurance Department who discussed several alternatives concerning the steam boiler insu-
rance problem (Attachment XI). Mr. Rathert discussed the three suggested alternatives:

1. Retain Senate Bill 531 and the mandatory insurance requirement but
add inspection standards.

2. Repeal the compulsory insurance as provided for in Senate Bill 531
but retain the mandatory inspectjon for boilers and reinstate a State
Inspection Program.



3. Retain the compulsory insurance and inspection requirements but add an
option for a boiler owner to become a "Self-Insurer."

Mr. Rathert stated that the Committee should decide whether the thrust of new
legislation should be to maintain high levels of boiler safety or to require mandatory in-
surance and financial responsibility.

A member inguired whether public liability insurance on a building would also
extend to boiler accidents. Mr. Rathert stated that, in most cases, the accident would
be covered. Mr. Ron Todd, Insurance Department, agreed that this is probably correct but
noted that some people will have to pay more because public liability insurance is not re-
guired by state law, whereas boiler insurance is mandatory under Senate Bill 531.

Mr. Todd stated that most of the complaints received by the Insurance Department
are from people who, prior to the passage of Senate Bill 531, carried no insurance. The
only cost they incurred previcusly was for the state inspection which was considerably
less costly than the insurance. The Chairman stated he believed the Committee was working
toward a preventive approach which emphasizes boiler safety.

Mr. Mark Bennett, representing the American Insurance Association, testified
that the association is not interested in the matter from the standpoint of mandatory
insurance, but in increased safety. He noted fears that Kansas could become a dumping
ground for equipment of low guality if safety and construction standards are not estab-

lished.

Mr. Bennett supported a program of state inspections with adequate standards
which are strictly enforced.

Afternoon Session

Mr. Robert Howley, Division of Architectural Services, discussed the boiler
inspection program conducted by the Department of Labor prior to the enactment of Senate
Bill 531 in 1975. He stated that gualified boiler inspectors are very hard to find. He
also discussed the boiler inspection program conducted by the Architectural Services
Division which applies only to state-owned boilers in state agencies.

The Committee resumed discussion of Proposals No. 21 and 22. It was suggested
that standards for defining "insanity" and "dangerousness" be developed. It was also
suggested that a clear procedure be established for determining "dangerousness." Mr. Hamm
stated that the determination of "dangerous to self or others" involves medical evaluations,
judicial questions, and legislative guidelines. He also reported that the filing of
habeas corpus actions by mental patients was becoming increasingly commonplace.

Mr. Hamm discussed the problems encoufitered by the hospital staff when they
determine that the person acquitted by reason of insanity is neither mentally ill nor in
need of treatment. The staff must then decide whether to release the person, transfer
him to another institution, place him on convalescent leave, or discharge him.

A member suggested that the Committee might consider mandatory hospitalization
for perhaps one to five years to see if there is a recurrence of the insanity.

Staff reminded the Committee that recent U.S. Supreme Court rulings reguired
a different commitment standard for mentally retarded offenders. Miss Torrence briefly
discussed a memorandum she had prepared which lists possible amendments relating to the
commitment of incompetent and insane criminal defendants (Attachment XII).

The Chairman stated that he felt the Committee had reached the point at which
it is necessary to formulate suggestions in writing and discuss the proposal again at
the next meeting.



The Chairman stated that the Committee would consider Proposal No. 19,

Rural Airport Development, and Propcsal No.
meeting on September 15 and 16.

The meeting was adjourned.

Approved by the Committee on:

LiTomle (S 157

Date

61, Statewide Building Codes, at the next

Prépared by J. Russell Mills, Jr.



TRANSMITTAL MEMORANDUM

TO: Speci it '
pe;;.?iiggml‘_tee on Federal and State . August 9, 1976

FROM: Kansas Legislative Research Department

RE: Statement Concerning Proposal No. 20 -
Alcoholic Liquor Price Affirmation

Enclosed are copies of two memoranda prepared by
E. V. D. Murphy, Director of the Alcoholic Beverage Control
Division, pertaining to alcoholie liquor price affirmation.
Please note that the memorandum dated October 6, 1975, high-
lights the problem which, directly or indirectly, brought about
this interim study proposal.

The Committee will hear testimony concerning this

proposal at the Aﬁgust 24-25 meeting.

August &, 1978

Memorandum to: Rep. Lloyd Buzzi, Chairman of Special Committee
on Federal and State Affairs

From: E.V.D. Murphy, Dircclor, ALC Division

Subject: General Statement Regarding Affirmation

The following statement is provided you and members of your
Committee as a supplement to the background material contained in my
memorandum of October 6, 1975, which was sent to all suppliers posting
spirits and wine for sale in the state of Kansas. A copy of this memorandum
is provided for your information.

Price affirmation laws require suppliers to sell to wholesalers at
the lowest prices they sell to any other buyers in cther states., In the
case of Kansas, this requirement applies only to states located in the
Continental United States. The primary purpose of such laws is to

- prevent discrimination against consumers in the state by securing the

lowest prices to the state's wholesalers, The affirmation laws have
another effect. By requiring.-the supplier to sell at his lowest available
price, the law eliminates the practice of selling to the wholesaler at an
inflated and unrealistic front price from which the supplier can give
discounts and arrange for these to be passcd on to favored buyers as
an unlawful inducement to*buy the supplier's brands.

This practice defeats the purpose of the three-tier system
(distiller, brewer, importer, and winery; the whelesaler; and the
retailer) to remove the supplier one level from the retailer, and it
constitutes a subterfuge by which the supplier can grant unreasonable
discounts to favored buyers thus frustrating tied-house laws.

Another effect of the affirmation law is to shore up the independance
of the wholesaler. It protects the wholesaler from vicicus practices of the
supplier who makes in—step price increases to the wholesaler whenever the
latter is required by business necessity to increase his price to the retailer.
This weakens the independence of the wholesaler which is the mainstay of
effective liguor control under the three-tier system of distribution.

Of the 50 states, 35 have price affirmation laws. The 18 monopoly
states (state—owned distribution and retail facilities) have affirmation laws.
Seventeen of the 32 "open" or free enterprise states have price affirmation
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Memorandum — 2

17 open or free enterprise states that have price affirmation

laws are:

Connccticut
Delaware
Georgia
Kansas
Louisiana
Maryland
Massachusetts
Minnegsota
New Jersey

New Mexico
New York
Oklahoma
Rhode Island
South Caroclina
Florida’
Nebraska
Tennessee

Florida, Nebraska and Tennessee have had affirmation only since 1975.

Of the above states, Kansas, Massachusetts, Rhode Island and Tennessee

are the only ones having affirmation applying to wine. No state has

affirmation applying to beer.

All the monopoly states have affirmation laws and they are:

Alabama

l1daho

Iowa

Maine

Michigan
Mississippi
Montana

New Hampshire
North Carolina

EVDM:bb

Ohio

Oregon
Pennsylvania
Utah

Vermont
Virginia
Washington
West Virginia
Wyoming

= o

EZV. D. MURRHY, DIRECTOR
Alcoholic Beverage Gontrol Div.

October 6, 1975

viemorandum To: All Suppliers Posting Spirits and Wine e in the
State of Kansas

From: . E.V.D. Murphy, Director, Alcoholic Beverage Contre sion

Subject: Affirmation of F.O.B. Prices ’

The purpose of this memorandum is to correct illegal practices on the
part of suppliers in posting F.C.B. prices for sale of merchandise to Kansas
licensed distributors.

K.S.A. 41-1111 states: "In the public interest and in order to promote
the orderly sale and distribution of alcoholic liquor, to foster temperance and
to promote the public welfare, in the state of Kansas, the legislature finds; {a)
That sales prices of alcoholic liquor sold by manufacturers and others te
distributors licensed in this state should be no higher than the lowest price
for which the same is sold to distributors anywhere in the continental United
Stales; and (b) that minimum sale prices for alcoholic liquor sold by distributors
and retailers licensed in this state should be determined and regulated by law.”

K.S.A. 41-1112 states: "The prices filed by manufacturers and others
authorized to sell alcoholic liquors to licensed distributors, pursuant to sub-—
section (1) of section 41-1101 of the General Statutes Supplement of 1953, shall
be the current prices, F.0.B. point of shipment, and said price as filed by each
manufacturer or vendor shall be as low as the lowest price for which the item
is sold anywhere in any state in the continental United States by such manu-
facturer or vendor: Provided, That in determining the lowest price for which
an item of alcoholic liquor is sold in any such state there shall be taken into
consideration all advertising, depletion and promoticnal allowances and rebates
of every kind whatsoever made to purchasers in such state by the vendor."

K.S.A. 41-1115 states: "The board, in exercising its powers and duties
under the provisions of this act, shall establish and determine: (&) The minimum
"case prices" and the minimum "bottle sale prices” from distributor to retailer;
and (b) the minimum "case prices," the minimum "bottle sale prices," and the
minimum "mixed case sale prices'" from retailer to consumer.™

K.S.A. 41-1116 states: "The prices so established and fixed by the

' board shall be fair and reasonable to licensed distributors, licensed retailers,

and the ultimate consumer. Said prices must be in the public interest and such
that they do not unduly stimulate the sale and consumption of alccholic liguor or
tend to Jisrupt the orderly sale and distribution of alccholic liquor. The board
in establishing and fixing such sales prices shall take into consideration and be
guided by the following: (a) The acquisition costs to licensed distributors and
retailers, The acquisition costs shall be the "case price" to distributors and
the "minimum bottle sale price" to retailers; (b) federal, state, and local

taxes and license fees paid by distributors and retailers which are levied or
imposed in connection with their business of distributing or selling alcoholic
liquor in this state; (c) selling costs of licensed distributors and retailers;



fPaqge Two

() cost of teansportation to distributors from the F.O.E. shipping point to
‘a base po’ ‘he state of Kansas; and delivery charges in connection with
the shiprr alcoholic ligquor; (2) any legitimate, reasonable expanse not
hereinbefo: . specified, incurred in the legal conduct of their businesses as
licensed distributors and retailers; and (f) a rzasonable markup or profit for
the licensed distributors and retailers.”

Rule 14-4-11 states, among other things that: "At the time of the
filing of said prices every manufacturer or vendor who has filed prices of
alcoholic liquor on the fifteenth day of said month shall file an affirmation
that the price of each and every item of alcoholic liquor so filed is as low
as the lowest price (determined as hereinbefore provided) for which said
item of alccholic liguor will be sold in any other state in the continental
United States by the manufacturer of the item and by any vendor of the item
who sells the item under any contract or arrangement with said manufacturer
or vendor during the pericd in which such filing is in effect.”

. The provisions of this rule was brought to the attention of the industry
in Mamorandum No. S-1, dated Juns 1, 1973, Annex A, Page 3. Memo-
rancum S-1was subseqguently provided every supplier who after June 1
1973 camne into the Kansas market. -

Without exception every manufacturer, importer, vendor or winery
has filed an affidavit with the Director of Alcoholic Beverage Control Division
to the effect that tha items filed for sale in the State of Kansas for a given
month was as low as the lowest price said item was sold anywhere in any
state in the Continental United States as determined in accordance with
K.S.A. 41-1111 through 41-1121 and Regulation 14-4-11 of the Rules and
Regulations of the State Director of the Alcoholic Beverage Control of the
Stats of Kansas. Recently two suppliers informed the Director that the
posted F.0O.B. prices were in fact not the lowest prices that the merchandise
was sold in the Continental United States, but were in fact the F.O.B, plant
prices plus a shipping charge from the plant to Oklahoma City and a handling
cnarge for warehousing in Cklahoma City. Further investigation has brought
out the fact that cther firms were operating in a similar fashion in the state
of Missouri. There are indications that still other firms operate in this
manner from cother states.

It would appear that some suppliers are misinterpreting the law or
ignoring it in the interest of having their merchandise sold at the retail
level at competitive prices. In short, by consolidating merchandise at a
point such as Kansas City, Cklahoma City or other places, the suppliers
would hope that the freight rates applied by the ABC Board of Review to
the laid-in cost would make their merchandise sell at more attractive prices
rather than would be the case if a freight rate from the plant to Kansas was
used.

One supplier stated that by posting a stock of merchandise in Oklahoma
City the following advantages would accrue to the Kansas distributor:

1. Goods will be available in any quantity on very short notice.

2. Kansas wholesalers will not have to lay out large sums of money to
buy truck loads of goods but will buy merchandise as they turn it over.

" Indiana or wherever,

Fage Three

.. 3. Distributors may order only that merchandise whi 2y need

“immediately.

4, Having goods in the warehouse (at Cklahoma City) will insure th
that with easy availability there will be no out of stock items.

5. Distributors' money will not be tied up as long (as it is now) so they

- will actually save money on interest borrowing.

6. Distributor trucks will no longer have to make long trips to Kentucky,

7. The orders will not be held up in credit for lengthy periods.

As a result of the above rationalizations, we have some suppliers
providing an affidavit that the F.O.B. prices posted are as low as the
merchandise is sold anywhere in the Continental United States, while
simultaneocusly the suppliers concerned are admitting that there is an add-
on freight charge and handling charge at the intermediate point between the
normal plant supply point and the distributor.

The Kansas law is quite specific. While not limiting the numbear of
F.Q.B. points & supplrier may have, the F,O,B,. prices posted for Kansas
must be as low as those at any other F.O.B. point that the supplier may have
at his plants or at any vendor's warehouse who sells the item under any contract

or arrangement with him. The title to the merchandise passes from the supzlier

to the Kansas distributor at the F,0O,B. point concerned. Legally, ths freicht
charges supplied by the ABC Board of Review from the F.0.B. point to Wichita,
Kansas, the credit and administrative preblems facing the Kansas distributor
in picking up the merchandise at the F.0O.B. point, and the inconvenience of
stocking his inventory from F.O.B. points at a great distance from Kansas

is not of concern to the supplier. Further from a legal viewpoint, the shelf
price of merchandise in Kansas is not properly the business of the supplier,
but is the responsibility of the ABC Board of Review. Any laid-in cost factors
applied to the acquisition costs to the wholesaler are legally a matter pertaining
to the ABC Board of Review, as the legal concern of a supplier ceases at the

F.O.B. point.

In discussing this situation with some supplier representatives, the
rationale of the suppliers has been primarily sales oriented and has no legal
basis. Some suppliers emphasize that they are only interested in assisting
the wholesalers in their operations and accommodating the Kansas consumer.
It is the opinion of the Director that the problems of the wholesalers and the
interest of the Kansas consumers are a matter pertaining to the Director anc
the ABC Board of Review and legally are not of proper concern to the suppliers.

The Director recognizes the goals of the suppliers in a highly competitive

business, but he further recognizes that it is paramount that he carry out the
expressed intent of the Legislature. The Director finds the intent containzd
in the aforementioned statutes to be clear and unambiguous, and he can nct
add language that is not contained therein to meet the operational philesophy
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ard dasire cpliers, distributors, retailers and consurmers. trregard=
less of any ship involvad, the Director finds that the Kansas affirmation
laws mean exac:ly what they say, that the F,O,B, price guoted Kansas
distributors must be as low as the lowest prices quoted any wholesalers in
other states in the Continental United States.:

Therefore in order not to discriminate against suppliers who may
inadvartently be in viclation of the law, this memorandum serves notice to
21l concernsd that effective with merchandise posted November 15, 1975,
for szle to distributors in January 1978, the prices posted in Kansas will be
in conformity with the law mentioned above. This will give all those who are
not in compliance an egual opportunity to correct the situation. [f subsequent
to the posting of MNovember ‘Iq, 1975, it is found that some suppliers are not
acting in good faith, the suppller- concernad may expect to lose the privilege
of selling his merchandise in Kansas and/or be confronted by such legal
action as the Attorney General of the State of Kansas deems fit and proper.
The deadline selected for corrective action gives suppliers ample time to
rearrange their stocks and to spacify proper F.0.B, points. Further, this
course of action will not cause undue financizal hardship during the holiday
season and disrupt the orderly marketing of merchandise.

In conclusion the Director is asking each supplier in good faith to
correct on his own iniative any price posting which is not in compliance
with the Kansas law. If there are any questions, please feel free to write
for clarification. Your cooperation in this matter will be greatly appreciated.

o 7
d { e B (/'{/
F_" V. D. MURPHY DIRECTOR

EVDM:bb
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Alcoholic Liquor Price Affirmation

Proposal No. 20

A Presentation to the
SPECIAL COMMITTEE ON FEDERAL AND STATE AFFAIRS

State of Kansas

by
Dr. Darwin W. Daicoff

August 24, 1976

I am Dr. Darwin W. Daicoff, professor of economics at The
University of Kansas--I have been at K.U., for 16 years. I served as
the first chief economist of the Kansas Office of Economic Analysis
under Governors Anderson and Avery. I am the owner of the consulting
firm, Daicoff Associates;

I do a considerable amount of research and consulting on econ-
omic matters, particularly in the transportation field. 1In 1973, I

performed a comprehensive Study of Freight Rates for the Alcocholic

Beverage Control Board of Review, Department of Revenue. The next

year, I conducted another study of Wholesale and Retail Liquor Markups

in Kansas for the same Board. For the last three years, I have been
an economic/transportation consultant for the Alcoholic Beverage Divi-

sion of the Department of Revenue.



As I understand Proposal No. 20, the Committee's concern is
with the issue of alcqholic_liquor price affirmation. ZLet me address
my brief remarks to that issue. As you know, affirmation requires
that producers or vendors of alcoholic liquor offer their products
for sale to licensed Kansas wholesalers at a price "no higher than
éhe lowest pricé for which the same is sold to distributors anywhere
in the continental United States . . . ." (K.S.A, 41-1111) An addi-
tional statute, K.,S.A., 41-1112, requires that the;e prices "shall be
the current priceé, F.0.B. point of shipment.'" This system worked -
when liquor manufacturers or vendors were affirming their prices at
manufacturing plans or the ports of import and the appropriate
freight allowances as determined by the Alcoholic Beverage Control
Board of Review were included in the acquisition price to Kansas
wholesalers.

It now seems that some producers or vendors have adopted F,0.B,
locations nearer Kansas (i.e., Oklahoma City and Kansas Ciﬁy) and
have added handling and freight charges to their posted prices at
_the points of manufacture. 1If these prodﬁcers had not added these
charges, they would be in closer compliance with the affirmation
statutes and rules. In this situation, the producer could affirm
that their prices were equal to or lower than the prices offered to
other purchasers; of course, this would require the producer to ab-

sorb the transportation and handling costs.
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There are examples of just this situation. Cutty Stark

Scotch is an imported product which has a number of F.0.B. points.
While most of the product enters the nation at the east cost Cutty
Stark employs the same F.0.B. posted price in Kansas City as it em-
ploys in New York City. The company does not have different prices
at different locations and is thus in conformity with the affirmation

statutes and rules.

Let me give you one example of a successful resolution of
the problem involved when a producer has different posting prices
at different locations. Bicardi Rum is manufactured in Puerto Rico.
Most of the product enters the United States through Jacksonville,
Florida. Bicardi was employing a number of F.,0.B. points with different
prices at these locations. For Kansas, the F,0.B. point was Chicago,
I1linois, and the posted price at that city was higher than at
Jacksonville. Director Murphy ordered the firm to use Jacksonville,
the port of entry, which had the lowest posted price as the proper
F.0.B. point. Bicardi is now in compliance with the affirmation
statutes and rules.

Not all the problems have been solved. 1In at least one instance,
these matters are now in the courts Qhere the October, 1975, order of
Director Murphy is under consideration.

If the court rules in favor of the State, the producers and
others would presumably be ordered back to their original points of
manufacture or import--that is, out of Oklahoma City and back to Indiana
and Kentucky or would have to establish an F.0.B. price for Kansas ship-
ments equal to the Indiana or Kentucky price. The Kansas Legislature
may decide to make changes in the affirmation statutes prior to the
court's decision or it may conclude that it would be better to wait for

the decisions in the current court cases.
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41-1111.

41-1112.

41-1113.

41-1116.
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Pertinent Affirmation Law Concerning Distribution
and
Pricing of Alcoholic Beverages - Kansas

REGULATION OF SALES PRICES OF ALCOHOLIC LIQUORS SOLD BY MANUFACTURERS,
DISTRIBUTORS AND RETAILERS; LEGISLATIVE FINDINGS. IN THE PUBLIC IN-
TEREST AND IN ORDER TO PROMOTE THE ORDERLY SALE AND DISTRIBUTION OF

ALCOHOLIC LIQUOR, TO FOSTER TEMPERANCE AND TO PROMOTE THE PUBLIC —
WELFARE, in the state of Kansas, the legislature finds: (a) THAT

SALES PRICES OF ALCOHOLIC LIQUOR SOLD BY MANUFACTURERS AND OTHERS T0

DISTRIBUTORS LICENSED IN THIS STATE SHOULD BE 1O HIGHER THAH THE LOW-
EST PRICE FOR WHICH THE SAME IS SOLD TO DISTRIBUTORS ANYWHERE IN THE
CONTINENTAL UNITED STATES; and (b) that minimum sale prices for alco-
holic Tiquor sold by distributors and retailers licensed in this state
should be determined and regulated by law. (L. 1961, ch. 241, 1;
April 10).

SAME; PRICES FILED BY MANUFACTURERS AND OTHERS TO BE AS LOW AS IN ANY
OTHER STATE; DETERMINATION. The prices filed by manufacturers and
others authorized to sell alcoholic Tiguors to licensed distributors,
pursuant to subsection (1) of section 41-1101 of the General Statutes
Supplement of 1959, shall be the current prices, F.0.B. point of ship-
ment, and said price as filed by each manufacturer or vendor shall be
as low as the lowest price for which the item is sold anywhere in any
state in the continental United States by such manufacturer or vendor:
PROVIDED, That in determining the lowest price for which an item of
alcoholic Tiquor is sold in any such state there shall be taken into
consideration all advertising, depletion and promotional aljowances and
rebates of every kind whatsoever made to purchasers in such state by
the vendor. (L. 1961, ch. 241, 2; April 10)

SAME; PRICES FILED BY DISTRIBUTORS TO BE NOT LESS THAN MINIMUM ESTAB-
LISHED BY BOARD. The prices filed by a licensed distributor pursuant
to subsection (2) of section 41-1101 of the General Statutes Supple-
ment of 1959, shall be not less than the minimum sales prices estab-
Tished by the state alcoholic beverage control board of review pursuant
to the provisions of this act. (L. 1961, ch. 241, 3; April 10)

SAME; PRICES TO BE FAIR AND IN PUBLIC INTEREST:; GUIDES. THE PRICES SO
ESTABLISHED AND FIXED BY THE BOARD SHALL BE FAIR AND REASONABLE TO LI-
CENSED DISTRIBUTORS, LICENSED RETAILERS, AND THE ULTIMATE CONSUMER. a
SAID PRICES MUST BE IN THE PUBLIC INTEREST AND SUCH THAT THEY DO NOT UN- -
DULY STIMULATE THE SALE AND CONSUMPTION OF ALCOHOLIC LIQUOR OR TEND TO
DISRUPT THE ORDERLY SALE AND DISTRIBUTION OF ALCOHOLIC LIQUOR. The board
in establishing and fixing such sales prices shall take into consideration
and be guided by the following: (a) THE ACQUISITION COSTS T0 LICENSED
DISTRIBUTORS and retailers. The acquisition costs shall be the "case
price" to distributors and the "minimum bottle sale price" to retailers;

(b) FEDERAL, STATE, AND LOCAL TAXES AND LICENSE FEES PAID BY DISTRIBUTORS
and retailers which are Tevied or imposed in connection with their business
of distributing or selling alcoholic Tiquor in this state; (c) SELLING
COSTS OF LICENSED DISTRIBUTORS and retailers: (d) COST OF TRANSPORTATION TO
DISTRIBUTORS FROM THE F.0.B. SHIPPING POINT TOJ A |BASE POINT IN THE STATE OF
KANSAS; AND DELIVERY CHARGES IN CONNECTION WITH 1HE SHIPMENT OF ALCQOHOLIC
LIQUOR; (e) any Teaitimate, reasonable expense not hereinbefore specified,
incurred in the legal conduct of their businesses as licensed distributors
and retailers; and (f) A REASONABLE MARKUP OR PROFIT FOR THE LICENSED DIS-

TRIBUTORS and retailers. (L. 1961, ch. 241, 6; April 10)




PRICE PER FIFTH FOR SELECTED TYPES & BRANDS*

FOR LICENSE STATES BORDERING KANSAS, 1973**

BLEND BOURBON BOND SCOTCH VODKA RUM CANADIAN GIN APPLICABLE
STATE SALES

Seagrams 0ld Crow O01d Grand Dewer's Smirnoff Bacardi Canadian Beef- OR ENFORCE-

7-Crown 86° Dad 100° 80° Club eater MENT TAX
STATES
Kansas 4.94 4.94 6.93 7.25 4.64 5.02 6.60 6.47 4.0%

pe -'/' ' |

Colorado 4.48 4.99 7.29 7.49 4.47 NA 6.45 6.29 3.0%
Missouri 4.75 4.66 6.53 6.93 4.54 4.58 6.34 5.93 3.0%
Nebraska 4.65 4.85 6.70 7.55 .4.65 4.85 6.39 6.05 2.5%
Oklahoma 4.29 4.29 5.59 5.97 3.87 4,97 ' 5.47 5.27 - 2.0%

*Figures taken from Public Revenue from Alcohol Beverages 1973.7
**Prices as listed are exclusive of Sales or Enforcement Taxes where applicable. .

NA - Price not available.

HIGH RETAIL BOTTLE COST




REVENUE FROM ALCOHOIL BEVERAGES - 1928

KANSAS COLORADO . MISSOURI NEBRASKA OKLAHOMA

State & Local $15,994,599 $24,595,822 547,322.216 $15,466,892 $31,993,774
Revenue ) .

Estimated 2,279,000, 2,437,000 4,757,000, - 1,542,000, 2,663,000%4
Population 4 v 14 5 14. % 4 l‘_.
e 5153 T LRt RO 1 R 7
Per Capita $7.02!¢1q_ $10.09 I = 59..95 — §$10.03 $12.01

Revenue

KANSAS - LOWEST PER CAPITA REVENUE FROM ALCOHOLIC BEVERAGES OF THE FIFTY STATES

National Average Per Capita State and Local Revenue from Alcoliol B verages-1973

\ 9T

National Average $16.42 1147

Control State Average 81925 =% |48

License State Average $15.20 ——— lﬂJb;

Kansas State Average $7.02 v———~~a5'1;§3

NATIONAL AND STATE REVENUE COMPARISON
Federal Excise Tax Rates - Distilled Spirits | $10.50 per proof gallon
National Average State Excise Tax, 1972-1973 $2.59 per proof gallon
Kansas Excise Tax, 1972-1973 $1.50 per proof gallon
National Average State and Federal Excise Tax, $13.09 per proof gallon
1972 - 1973

Kansas and Federal Excise Tax, 1972-1973 $12.00 per proof gallon

Public Revenue from Alcohol Beverages - 1973
Distilled Spirits Council of the United States, Inc./Washington, D. C. 20004

Estimated population as of July 1, 1973 - Series P-25, No. 508



STATE PER CAPITA REVENUE FROM ALCHOHOL BEVERAGES - 1973

Estimated - State Per
Population and Local Capita
State . In Thousands* Revenue . Revenue

1 Alabamieces s o semmes s 3,539 70,967,596 20.05 1

2 Alaskad....iveeveneneen. 330 5,936,564 17.99 2

3 ArizZona.....eveveeeen. 2,058 27,505,851 13.37 3

4 Arkansas........eeee.. 2,037 17,120,522 8.40 4

B Californidecssveeeesas 20,601 277,039,624 13.45 5

B [OLOPRAO.cns i s kiams s 5 E 2,437 24,595,822 10.09 6

7 Connecticut........... ' 3,076 61,738,401 © 20.07 7
8 Delawarea s «s:swsonsss 576 4,581,256 7.95 8

9 District of Columbia.. 746 25,629,084 34.36 9
10 Flovid@aeseessssnaeias ‘ 7,678 199,817,271 26.02 10
11T Georgia...oceeeenenans 4,786 115,367,565 24.11 11
12  Hawadqdswawswe s o somwmss s “832 16,030,210 19.27 12
13 Tdaht seeemss s smamiss 770 16,189,719 21.03 13
14 I119N01S.eeerennnenenn 11,236 149,512,082 13.31 14
15 Indiana.......oeuenn.. 5,318 39,504,560 7.43 15
16 = -TOWA: o wowwvins s s sawne s s & 2,904 48,867,851 16.83 16
17 KANSAS. .. i 2,279 15,994,599 7.02 17
18 Kentucky.....eeeeo.... 3,342 37,045,650 11.08 18
19 Louisiand..eeeeenenans 3,764 62,210,294 16.53 19
20 Maine: seeewesesmsummsss 1,028 23,991,804 23.34 20
21 Marylantscssssanssans 4,070 58,391,022 14.35 21
22 MassachusettS......... 5,818 98,340,674 16,90 Z2Z
23 Michiganiesass sevwass s 9,044 : 181,608,746 20.08 23
20 Minnesota...:«csssssss 3,897 77,807,126 19,97 24
25 Mississippiecevenaann. 2,281 37,813,662 . 16.58 25
26 MisSoUri....e.eeeeeann. 4,757 47,322,216 9.95 26
27 MNontanaessss s s meseesss 721 - 17,173,890 23.82 27
28 Nebrask@osssssoninnsss 1,542 15,466,892 10.03 28
29 Nevada.....o.oeveenenenn 548 19,597,158 35.76 29
30 New Hampshire......... 791 26,417,129 33.40 30
31 New Jersey.....eeee... 7,361 75,388,519 10.38 31
32 HNew MexicD.....csuesa: 1,106 12,051,016 10.90 32
33 New York....oveveunnns 18,265 353,493,421 ¢ 19.35 33
34 MNorth Carolina........ 5,273 101,321,280 19.22 34
35 North Dakota.......... 640 10,735,539 16.77 35
36 Ohi0. s s s s s wmws s 55 10,731 200,898,889 16.72 36
37 Oklahoma........oveen.. 2,663 31,993,774 ' 12.01 37
38 DR g ¢ 3 somns 5 5 8 2,225 . 42,167,515 18.95 38
39 Pennsylvania.. wesvs s 11,902 186,355,203 15.66 39
40 Rhode Island.......... 973 17,022,530 17.49 40
41  South Carolina........ 2,726 66,149,815 24.27 41
42 South Dakota:isenaasnss 685 7,983,546 11.66 42
43 Tennessee.......eevnnn 4,126 66,685,072 16.16 43
A4 TeX@S.eueenevereennnnnn 11,794 121,710,974 10.32 44
45 Utah...viiiinennnnnn.. 1,157 15,332,623 13.25 45
46 Nermonbesssssssomwases 464 14,026,711 30.23 46
A7 MYl ldesssssomnnases 4,81 91,033,870 18.92 47
48 WUashington............ 3,429 109,358,994 31.89 48
49 West Virginia......... 1,794 29,287,395 16.33 49
50 Wisconsin.......coeue.. 4,569 68,640,369 15.02 50
51 Wyoming............... 353 4,269,781 12.10 51

GRAND TOTAL..... 209,851 $3,446,496,676 $16.42

*Public Revenue from Alcohol Beverages - 1973
**Estimated Population as of July 1, 1973 - Series P-25, No. 508



PUBLIC REVENUES from ALCOHOL BEVERAGC

STATE PER CAPITA REVENUE FROM ALCOHOL BEVERAGES — 1974

a

Page Eight

Estimated State Per
Population and Local Capita
. State In Thousands? Revenue Revenue
1 Alabama ....... B omimmren wme sl S TR 3577 $ 76,325,209 $21.34 1
2 AJARRE 1w mren st aras mwsmnate sin /e sie e am e s 337 6,234,321 " 18.50 2
3 ATIZONE 5aan sawen s e vs it susey sewee e v 2,153 29,782,626 13.83 3
4 ATKANSAS o e sinwais aaadswisis s oo o wkaiawiss s 2,062 18,056,464 8.76 4
5 CalifOrnia e e v cvneescrvonssisiaassernsasnenes 20,907 323,084,722 15.45 5
6 COlOTAAD + vttt it eeeeiae e m 2,496 27,701,128 11.10 6
7 Connecticut ....... Fanmre miasims mom. sew Avais ERiE B @ Bieiene 3,088 63,100,280 20.43 B
8 DelaWare .....veeevennssnvosnsassosasenannan 573 4,634,384 8.09 8
9 District of Columbia ....... B e R e 723 24,685,584 34.14 9
10 Flotida oo suses swmes o o sassiots ammie e e s e 8,090 218,311,387 26.99 10
11 Georgia .o.oeevnrennee VR e Fee e e 4882 132,425,029 27.13 11
12 Hawaii ..... b cmeee i i A I RS e S 847 17,638.931 20.83 12
13 {3 5:1 {2/ R M SR W g B i el 799 16,746,755 20.96 13
14 DEROIE 5w s ames s mne sioee T 11,131 158,659,822 14.25 14
15 TAGIANE os e e sow avssesis v atmsiose susisate s aiss sieine 5,330 52,641,485 9.88 15
16 TOWE: o s Sl o REs SR B shrelas ees & - 2,855 52,786,135 18.49 16
17 FEOTSAE o voworn s e SR T ia S T R b 2.270 17097617 7.53 17
T AT T e — 3,357 37,426,291 11.15 I8
19 LG ISTAT s i ssmimsnsezmne siwsmin R e 3,764 64.835,512 17.23 19
20 IVEERIE s svici s e i s terisiss o s ehmiwnnsie s aisiomi et & ven 1,047 24,334,353 23.24 20
21 Maryland o camam v e sevis devesaie s 4,094 60,599,942 14.80 21
22 MaossachHUsSetts onn pessemmses i sem wessmewanee e 5,800 101,725,436 17.54 22
23 Michigan ....covveennncnennss Vewan BEEE SR 9,098 192,044,634 21.11 23
24 Minnesota .......v0... i i S S S AT 3917 80,486,097 20.55 24
25 MisSiSSIPPE vvvverrannsnrnranereacens amasn mumdinaid 2,324 42,569,915 18.32 25
26 NETRROHTE & s s sois s e s sevem susisye i iy s s 4,777 43 406,285 9.09 26
27 Monbing soses ssves seiaes v wiisan sate s s s wws 735 16,650,299 22.66 27
28 WEDTARKL. oenereis. §500e000. 5 2, A0 BIEE BRI s 0 1.543 17,303.600 11.21 28
29 TNEVAQD o .n o wionie siediss aomnomm bns s oois S0 iin boimion =me ] 373 21,441,005 37.42 29
30 New Hampshife .....coevvernreeecarennnanenns 808 26,684,730 33.03 30
31 MEWTEISEY . cviare comviai e wioisns siionse sonimininimprets 7,330 118,003,901 16.10 31
32 New MEXICO « cv v v e are svasivie vo wiv e smamm ws 1,122 15,901,285 14.17 32
33 New YOIk i sovis cawasdaiaisn soeoe wev e s 18,111 394,962,168 21.81 33
34 North Caroling . ... - es sb o oe sbsen dessns setis 5,363 110,424,104 20.59 34
35 NorthDakota ........ccuenns rmsmin T SRR A 637 11,517,734 18.08 35
36 OlIG: 5 wass srwssmsres S . 10,737 203,542,039 18.96 36
37 L T b T~ 2.709 33,706.275 12.44 37
38 OFEEDN & v oo Ciels 4w o i diaraiese Woiiats Soaing Sibjeios o5e 2,266 45,357,585 20.02 38
39 Pennsylvania ....ccveverenrvcnssaanrranaacens 11,835 177,375,173 14.99 39
40 Rhodelsland .....ccveciineianrnnnrncnnnnanns 937 17,275,257 18.44 40
41 South Carolind e v eeecvecneroennnnracaronnenes 2,784 77,946,911 28.00 41
42 SouthDakota ....ccciieeenrennnneronsnannanns 682 11,322,965 16.60 42
43 TENNEEEEE win suviin smnie dmataarers siwrmein e R 4,129 76,658,509 18.57 43
B TEREBicn v v v st e SR e A T st 12,050 182,260,075 15.13 44
45 Utah oo s wam sessem e s sases s i 1,173 16,178,783 13.79 45
46 Vermont .. .. 5o sasssenienes sones cotes svdees 470 13,270,927 28.24 46
47 Virgingd . .ov i innennnnasnenessasnsannnanss ‘4908 YIR3T 4587 19,12 47
48 Washington . ..eeveereecerresnranansosanansns 3476 119,271,508 34.31 43
49 West Virginia .ove cvvisvnaennsnnnnesmensansine 1,791 31,669,683 17.68 49
50 WiSCONSIN . v vcvieccnnnmnesnoscrarsassscannans 4,566 74,745,823 16.37 50
51 WYoming ..ovsvviuccssones R e e e e 359 4,736,162 13.19 51
Total License States....oeveecesrosscnascscasas 147,771 $2,535,578,851 $17.16
Total Control States .....eeuseassscennnnases &% 63,621 $1,263,811,451 $19.86
GRAND TOTAL .ccivsaasans wasions s S— 211,390 $3,799,390,302 $17.97

3Estimated Population as of July 1, 1974 — Series P-25, No. 539.




COMPARISON OF THE EXISTING STATE FORMULA & TWO ALTERNATIVE FORMULAS: WITH STATE ALLOCATED

& COMMON CARRIER FREIGHT RATE CONSIDERATIONS
Distilled Spirits/Case/ (12) Quarts/01d Taylor/86

State Allocated

Freight Rate  $50.70 + $1.81 + $4.50 = $57.01 $57.01 x 15.5% = $8.84

(1) (2) (3) (4) (4) (5)

Common Carrier
Freight Rate  $50.70 + $1.02 + $4.50 = $56.22  $56.22
(1) (2a) (3) (4) (4) (5)

=

State Allocated
Freight Rate  $50.70 + $1.81 = $52.51 $52.51 x 15.5% = $8.14
(1) (2) (4) (4) (5) (6)

n

Common Carrier
Freight Rate $50.70 + $1.02 = $51.72 $51.72 x 15.5% = $8.02
(1) (2a) (4) (4) (5) (6)

State Allocated
Freight Rate  $50.70 x 15.5% = $7.86  $50.70 + $7.86 = $58.56

(1) (5) (6) (1) (6) - (8)

Common Carrier
Freight Rate  $50.70 x 15.5% = $7.86  $50.70 + $7.86 = $58.56
(1) (5) (6) (1) (6) (8)

(1) F.0.B. Price 1 Case/12 Quarts/01d Taylor/86

(2) State Allocated Freight Rate

(2a) Common Carrier Freight Rate

(3) State Excise Tax $1.50 @ proof gallon (Distilled Spirits)
(4) Laid in Cost to Kansas Wholesaler

15.5% = $8.72

P~~~
WO~y
e e

$8.84 + $57.01 = $65.85
(6) (4) (7)

$8.72 + $56.22 = $64.94  -$.91
(6) (4) (7) (9)

$52.51 + $8.14 + $4.50 = $65.15 -$.70

(6) (3) (7) (9)

$51.72 + $8.02 + $4.50 = $64.24 -$1.61

(6) (3) (7) (9)

$58.56 + $1.81 + $4.50 = $64.87 -§$.98

(2)  (3) (7) (9)

. $58.56 + $1.02 + $4.50 = $64.08 -$1.77

(2a) (3) (7) (9)

State Approved Wholesale Mark-up

Actual Amount of Wholesale Mark-up

Case Price to Kansas Retailer

F.0.B. Price Plus Kansas Wholesale Mark-up
Difference between existing state formula
and proposed state formulas



KANSAS DISTRIBUTORS PERCENTAGES OF CASE VOLUME

1965 1966 1967 1968 1969 1970 1971 1972 1973 1974
A-B sales, Inc.  7.69 8.32 8.28 8.0l 7,63 7.61 7.72 7.90 8.49  9.35
Billingsley 3,39 3,19 2.08 -- - -- -- -- e --
C-K Distributors 3.00 2,52  2.44 2,76 3.32  3.35 3,50 3.25 2.72  2.67
Colby Distributors 6,14 6,14 5.77  5.53  5.28 4.9 4,53 4,32  4.38  4.47
Eastern 5.21  5.42  5.66 5.92 5,82 5.54 5.85 5.43 5.59 9,38
(Eastern State, Sunflower,
Parsons) 15,60 16,38
Famous Brands 15,23 15,16 14.86 15,17 15.52 15.67 15.42 15.55 15.30 15.12
General Wares -—— - - -——— 47 1.18 ——- -——— -—— -—
Grant-Billingsley 4.98 5,13 5,12 5.21 5.04 6.06 7.38 8.44 8.71 8.61
Jayhawk 3,50  3.66 3.85 3,92 3,69 3.70 3.64 3.63 3.78  3.66
Kansas DISLributorss 49 13,48 14,45 15.28 14.58 13.38 12,92 12,20 11.40 10.07
Standard Mercantilg) »9 17,22 12,20 13.02 13.94 13.94 15.14 15.52 15.88 16.53
State Distributors 6.80 6.66 6,48 6,71 6.76 6.88 6.84  6.88 7.06  5.26
Sunflower - Parson 3.98 3.94 3,90 3.76 3.60 3.44 3.29 3.12  2.95 1.74
Sunflower - Topeka 3.75 3.87 3.81 3.71 3,67 3.64 3,65 3,75 3.85 4,04
Superior 6.43 6.24 6.06 5,85 5.81 5.90 5.64 5.71 5.88 5,77
D.A. Winters 5.12  5.05 5.04 5,15 4.87 4.77 4.48 4,30 4,01 3,33
DISTRIBUTOR SALES TOTAL CASES
Spirits Wines Both
1965.. 'VI T 9 9 4 8 9 2 200 S & B8P E B .'."......'C 716,013 254,059 970’072
1966 s unnenncnenenennnnn e s wemnmeany 20,083 250,204 973,037
19671 e reeneeneneennnnsansasenennns ce.. 780,106 270,585 1,050,691
1968, 4 eurereensnsesensonesscscsnseases 832,800 285,505 1,118,305
7 O R R T 305,291 1,177,957
1970ll......llI‘I.’.l.‘...'....'......l 901’748 339,519 1,241,267
1970t s e vuennnreseenennsenennsensannans 932,548 402,677 1,335,225
19724 s vamunns s siwsinis s 3 5555 dos 3 sammumans Sohpa0s 492,208 1,460,613
1973Ill..l.lll.II......'......'..I.II'1,005’750 502,736 1,508,486
1974--..--.a--o---.-lcol-cooncoo.-ooo-1,0405414 494’780 1}535’194



Kansas City, Missouri

Louisville, Ky. Lynchberg, Tenn.
Bardstown Allen Park, Mich.
Clermont Detroit, Mich.
Loretto Cincinnati
Owensboro Silverton, Ohio
Frankfort Lawrenceburg, Ind.
Lawrenceburg St. Louis, Mo.

------------------------------------

Chicago, 1.
Lemont
Plainfield
Peoria
Pekin

------------------------------------

New York City
Farmingdale
Fairless Hills, Pa.
New Jersey

------------------------------------

Modesto, Calif.
Madera

-------------------------------------

Tulsa
Oklahoma City

------------------------------------

KANSAS ,
NEW FREIGHT RATES (PER CWT) — Effective December 1, 1975

OLD RATE

NEW RATE

$1.93

$ 4.20 (no change)

$ 2.79

$13.54

$ 3.42

$ 2.62

$ 7.22
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NEW FREIGHT RATES (PER CWT) — effective May 1, 1975

ZONE 1 $2.28 per cwt.

Kansas City, Missouri . -

ZONE 2 $4.20 per cwt.

Louisville, Ky. Lynchberg, Tenn.
Bardstown Allen Park, Mich. «
Clermont Detroit, Mich,
Loretto "~ Cincinnati
Owensboro Silverton, Ohio
Frankfort Lawrenceburg, Ind.
Lawrenceburg St. Louis, Mo,

ZONE 3 $3.14 per cwt

¥Chicago, 1, =
Lemont
Plainfield
Peoria
Pekin

ZONE 4 $11.36 per cwt
* New York City -
\Farmingdale
Fairless Hills, Pa.
New Jersey
ZONE 5 $4.88 per cwt
Tulsa
Oklahoma City~
ZONE 6 $3.49 per cwt
Modesto, Calif, ~
Madera : .
OTHER

Dallas $6.65 per cwt =
Seattle $14.44 per cwt -~




Existing

tate Allocated
Ere?ght éate

State Allocation Zone
& F.0.B. Point

Zone #1
Kansas City, Mo.

Zone #2
Louisville, Ky.

BAPASEONN. « v ee e eeeernennnnereensssssnnnes
Clermant; s suowe s s 5 s ¢ ¢ 5§ varwer s 5 resnne s
LOPBLLO. . . cmnsinn o 5 « umnsnss T
QHENSDOTD. & s nuwus ¢ s 3 smmws s s 5 smwss e s ¢ 2 wwwey o
FEATRTOWT. o tmne x 0 0 wommmon o 5 » Sebiinesis & 5 B A& &
L W eNCEDUY unwss # § 5 uvsinns & ¢ wmgmre s & » v »
LYBCHDURG . TEMN.: & voisioa v o s saiming s & & smeme s
AlTen Park, MiCh. ...ceveveiereeeneeennens
DEEPOIE, MICH. «.uammenenssosimsissiasamess
Gincinnatis Bhlo. cuwwosss s vus R
STlverttts, Ole. . ..ouessvs onewas iy somwwans
Lawrenceburg, Ind.
St. Louis, Mo.

Zone #3
Chicago, I11.

----------------------------

Lemont. . veeeeeeeresesasccsssnnnsanasanenss

Distilled Spirits

*Truck

$1.

77-24M

. 39-24M
.55-36M "
.71-20M

.71-20M
.19-24M

.41-20M
. 14-30M
.71-20M

.19-24M
.25-24M

.56-24M
.69-36M
.56-24M
.69-36M
.39-24M
.55-36M
.39-24M
.55-36M
.39-24M
.55-36M
.46-24M

.90-24M
.36-30M
.90-24M
. 36-30M

$1
$1

.37-30M
.00 excess $2.
.32-30M
.96 excess
.32-30M
.96 excess
.43-30M
.04 excess
.18-30M
.83 excess
L41-30M
.96 excess
.40-30M
.96 excess
.43-30M
.04 excess
.68-30M
.30 excess
.68-30M
.30 excess
.52-30M
.06 excess
.52-30M
.06 excess
L44-30M
.06 excess
.90-30M
.56 excess

.26-30M
.90 excess $2
.26-30M
.90 excess $2

PRIVATE SECTOR FREIGHT RATES

**Rail

.25-30M $1
.03 excess

$3

$2
$2

$2.
$2.
$3.
$2.
$2

$2.
$3.

.77-24M

.39-24M
55-36M
71-20M

71-20M
19-24M

41-20M
.14-30M
71-20M

.25-24M

.56-24M
.69-36M
.56-24M
.69-36M
.39-24M
.55-36M
.39-24M
.55-36M
.39-24M
.55-36M
.46-24M

.90-24M
. 36-30M
.90-24M
. 36-30M

19-24M

Wine (Carbonated)
*Truck

$1

.25-30M
$1.

$2.
$2.
§2.
.96 excess
.32-30M

.96 excess
.43-30M

.04 excess
.18-30M

.83 excess
.471-30M

.96 excess
.40-30M

.96 excess
.43-30M

.04 excess
.68-30M

.30 excess $2.
.68-30M
.30 excess $2.
.52-30M
.06 excess $2.
.52-30M
.06 excess $2
L44-30M
.06 excess $2.
.90-30M

.65 excess

.25-30M
.00 excess $2.
.25-30M
.00 excess $2.

**Rail
10 excess
37-30M
32-30M

$2

43,
00 excess $2.
$2.
$2.
$3.
$2.
$2.
$2,
$3.
$3.
$3.
$3.
$3.

$3.

$2.
$2.

77-24M

39-24M
55-36M
71-20M

71-20M
19-24M

41-20M
14-30M
71-20M

19-24M
25-24M

56-24M
69-36M
56-24M
69-36M
39-24M
55-36M
39-24M

.55-36M
$3.

39-24M
55-36M

.46-24M

90-24M
36-30M
90-24M
36-30M

Wine (Non-Carbonated)
*Truck

$1.

**Rail

.25-30M-
.10 excess

.37-30M
.00 excess
.32-30M
.96 excess.
.32-30M
.96 excess
.43-30M
.04 excess
.18-30M
.83 excess
.41-30M
.96 excess
.40-30M
.96 excess
.43-30M
.04 excess
.68-30M
.30 excess
.68-30M
.30 excess
.52-30M
.06 excess
.52-30M
.06 excess
.44-30M
.06 excess
.90-30M
.65 excess

.25-30M
.00 excess
.25-30M
.00 excess



Existing
State :Allocated
Freight Rate

State Allocation Zone
% F.D.B. Point

Distilled Spirits

*Truck
PlatnTiel deesus s s s s s s annnis 64 s asmas s s $2.83-24M
$1.87-34M
PEOFT8: 5 swmaies ¢ 5 5 Bavamnn s & § wonsay™ § 1 § Saware i § 8 $2.67-24M
. $2.04-30M
PBYEITL « 5 saiiiaas & » biimiiad 85 5 Sbepiss sanmmmani s $2.67-24M
$2.04-30M
Zone #4 s11.3 /3%
HER: YO NaoY. i sasiide 5 s baisnion o § § Si@auser @ 6 $4.82-24M
$3.89-35M
Farmingdale, N.Y. couieinrinrnnennennnnanns $5.07-24M
(Nassau County)
Fairless Hills, Pa. .v.vvene. IEIT UL $4.70-24M
Hawthorne, Nod. ceevenennnnrenennnenanans $4.73-24M
Zone #gﬁ; $4.88 %ﬁ%‘
Tulsd, Okla. veevvenevenenneeannaannnanans $1.58-24M
Gklahoma ity Oklas o semmus s ssmweads i s $1.60-24M
Zone #§::), $3.49 ﬁjjiéé%‘ |
ModesTo, Calif. vevverererenenenenencanans $5.65-24M
' $4.11-40M
Madera, BE1IT. isaisesssnnmmasiss o 4§ R $5.65-24M
i $4.11-40M
Other ;5 '
Datllasy TeX8S: s smwwwss 5685+« 5.} e .. $2.31-24M
Seattle, Washington...$14.44.............. $5.65-24M
$4.11-40M

* Truck freight rates furnished by Yellow Freight Systems

**Rail freight rates furnished by Missouri-Pacific Railroad

Rates effective Qctober 15, 1975.

PRIVATE SECTOR FREIGHT RATES (Cont.)

**Raql *Truck
.10-30M $2.83-24M
.80 excess $1.87-34M
.00~-30M $2.67-24M
.67 excess $2.04-30M
.00-30M $2.67-24M
.67 excess $2.04-30M
.11-30M

.48 excess

.11-30M $5.07-24M
.48 excess

.97-30M $4.70-24M
.38 excess

.11-30M $4.73-24M
.48 excess

.20-30M $1.58-24M
.99 excess

.20-30M $1.60-24M
.99 excess

.76-85M $4.16-30M
.70-95M $4.11-40M
.76-85M $4.76-30M
.70-95M $4.11-40M
.68-30M $2.31-24M
A4 excess

.76-85M $4.16-30M
.70-95M $4.11-40M
and Santa Fe Railroads

Wine (Carbonated)

**Rail *Truck
$2.10-30M $2.83-24M
$1.90 excess $1.87-34M
$2.00-30M $2.67-24M
$1.80 excess $2.04-30M
$2.00-30M $2.67-24M
$1.80 excess $2.04-30M
$4.11-30M
$3.48 excess
$4.11-30M $5.07-24M
$3.48 excess
$3.97-30M $4.70-24M
$3.38 excess
$4.11-30M $4.73-24M
$3.48 excess
$1.20-30M $1.58-24M

$.99 excess
$1.20-30M $1.60-24M
$.99 excess
$1.76-85M $4.16-30M
$1.70-95M $4.11-40M
$1.76-85M $4.16-30M
$1.70-95M $4.11-40M
$1.68-30M $2.31-24M
$1.44 excess
$1.76-85M $4.16-30M
$1.70-95M $4.11-40M

Wine (Non-Carbonated)

**Rail
$2.10-30M
$1.90 excess
$2.00-30M
$1.80 excess
$2.00-30M
$1.80 excess

$4.11-30M
$3.48 excess
$4.11-30M
$3.48 excess
$3.97-30M
$3.38 excess
$4.11-30M
$3.48 excess

$1.20-30M
$.99 excess

$1.20-30M
$.99 excess

1.76-85M.
$T-70-05M
.76-85M
.70-95M

.68-30M
44 excess
.76-85M
.70-95M



INDIVIDUAL MARKET SEGMENT PERCENTAGE OF TOTAL SALES REVENUE - MAY 1, 1974

1 _CASE/BOURBON SUPREME/80 PROOF/QUARTS/39.75 LBS.

RETAIL BOTTLE BUY  RETAIL BOTTLE BUY

RETAIL CASE BUY

RETAIL CASE BUY

RETAIL CASE SALE RETAIL BOTTLE SALE RETAIL CASE SALE RETAIL BOTTLE SALE

Federal Excise Tax Revenue 37.9 34.1
(10.50 per proof gallon)

American Distilling Gross Revenue 24.4 21.9
State Tax Revenue 10.6 10.0
Excise Tax ‘

(1.50 per gallon/Spirits)
Enforcement Tax
(4% of Cost to Consumer)

Wholesale Level Gross Revenue 13.8 &5 12.4
Freight Allocation \ '
(CWT Cost Assigned by Zone) %
Pekin,I11. 3.14 per CWT
Mark-Up
Spirits & Prepared Cocktails - 15.5%
Cordial - 17.5%
Wine - 26.5% e
Individual Bott arge
1 Gallon-16¢ %Z } ;1fthﬂ¥ 5¢ éﬁD
‘3% Gallon- 8¢ intod- 4¢ A
1 Quart - 5¢,ék9 A Pint94; 3¢ ;@%ﬂ

Retail Level Gross Revenue 13.3 i 21.6
Mark-Up '
Spirits & Prepared Cocktails - 28.5%
Cordial - 36.5%
Wine - 45.5%

s P e ——

TOTAL 100.0% 100.0%

38.4

24.8

10.7

100.0%

34.1

21.9

10.0

11.6

100.0%

-10-



DISTRIBUTOR-SALES TO RETAILERS AND MILITARY _
December 1, 1973 thru November 30, 1974

RUNNING
INDIVIDUAL  GROUP TOTAL
HOUSE % % OF PERCENTAGE
OF MARKET MARKET ~ OF MARKET

ge‘;w ,,ﬂ’ ,jﬂﬁ

FAMOUS BRANDS DISTRIBUTOR, INE d

Topeka /“’HJ fealt 7 8.45

Famous Brands D1str1butor, Inc. Merriam 4.27

Famous Brands Distributor, Inc. Salina 2.40

Jayhawk Distributors, Inc. Independence 3.66

Superior Liquors, Inc. Wichita 2.87

Superior Liquors, Inc. Hutchinson 1.53

Superior Liquors, Inc. Dodge City 1:38 24 .56 24 .56
EASTERN DISTRIBUTING Kansas City 6.50

C-K Distributors, Inc. Junction City 2.67

State Distributors, Inc. Junction City 3.91

State Distributors, Inc. Hays 3.10

Sunflower Sales Co., Inc. Parsons 2.87 19.05 43.61
STANDARD LIQUOR corp. .4/ RAIAGH Wichita *'% 5.83

Standard Liquor Corp. Lenexa 4.71

Standard Liquor Corp. Topeka 2.60

Standard Liquor Corp. Great Bend 3.39 16.53 60.14
KANSAS DISTRIBUTORS, INC. Kansas City Ywa”ﬁ 4.62

Kansas Distributors, Inc. " Hutchinson 1.11

Kansas Distributors, Inc. Salina 1.48

Kansas Distributors, Inc. Topeka 1.36

Kansas Distributors, Inc. Wichita 1.49 10.06 70.20
A-B SALES, INC. Wichita 7.30

A-B Sales, Inc. Great Bend .65

A-B Sales, Inc. Hutchinson 1.39 9.34 79.54
GRANT-BILLINGSLEY LIQUOR CO. Wichita 5.43

Grant-Billingsley Liquor Co. Merriam 3.18 8.61 88.15
COLBY DISTRIBUTING, INC. Colby 1.64

Colby Distributing, Inc. Dodge City 2.83 4.47 92.62
SUNFLOWER SALES OF TOPEKA Topeka 4.04 4.04 96.66
D. A. WINTERS CO. Wichita 254

D. A. Winters Co. Arkansas City .08

D. A. Winters Topeka .72 3.34 100.00

-12-
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COST OF ADMINISTRATION & ENFORCEMENT - 1973

““KANSAS ~ COLORADD ~ MISSOURT ~ NEBRASKA OKLAHOMA

Cost of State
Administration
Collections,

etc. $688,709 $330,477 $908,494 $357,367 $586,293

Estimated

Population 2,279,000 2,437,000 4,757,000 1,542,000 2,663,000

Per Capita
Cost of Ad-
ministration

& Enforcement 30.2¢ 13.6¢ 19.1¢ 23:2¢ 22.0¢

HIGH COST QE_ADMINISTRATION &_ENFORCEMENT

Public Revenue from Alcohol Beverages - 1973

Distilled Spirits Council of the United States, Inc./Washington, D. C., 20004

Estimated population as of July 1, 1973 - Ser1es p-25, N?J 508

oy
o QWM '




i MEMORANDUM
TRANSMITTAL MEMORANDUM .
s Fodaral andl Srate Affaics Commiftas SGIEE 30, 105 TO: Federal and State Affairs Interim Study Committee

FROM: Kansas Legislative Research Department FROM: Kansas Wine & Spirits Wholesalers Association, Imnc.

RE: Conferee's Statement on Proposal No. 20 - i RN dotgus Sl SEEOmETi: b
Alcoholic Liquor Price Affirmation

The enclosed statement by Gary J. Kershner, Kansas ITROPUCTION

Wine and Spirits Wholesalers Association, is being sent at the As a result of the question which arose during the 1976

request of Chairman Buzzi £ i i i i i
q or your consideration. session of the Kansas Legislature, your committee has undertaken

the study of the liquor affirmation law of our state.

m
e
0

The following information is presented in an effort to
in an understanding and interpretation of said law, and its pur-

pose and effect.

LEGAL

One feature of the Kansas system of liquor distribution Iis
the Price Affirmation Law, which requires suppliers (distilleries,
wineries, importers) to offer all brands or kinds of liquor or
wine to all wholesalers and at the same price. It requires the
supplier to sell his merchandise to Kansas wholesalers at as low
a price as he sells the same merchandise to wholesalers in aay
other state.

In addition, wholesalers are required to offer all merchandise
to all retailers and at the same price, thus preventing any favor-
itism, '"deals'" or otherwise unfair competitive advantages within
the state. All Kansas licensed wholesalers and retailers are

prohibited from accepting "deals" -- promotional girmicks, rebates,

§



]

dvertis allowances, etc.

This is, in effect, a consumer protecfion law. The law
prevents suppliers from using high prices to Kansas wholesalers
to offset losses or lower profits in another state where the
suppliers sell at lower prices for promotional purposes. If
wholesalers have to pay more for the merchandise, it is obvious
that the consumer will then have to pay more. Thus, the Kansas
consumer saves money as a result of this law. After passage of
the Kansas affirmation law figures were compiled on a one year
basis which reflected the following:

(1) éecause of our price affirmation law, the Kansas consumer
saved approximately $190,060.00 on the purchase of the
more popular brands of wines for the year. .
(2) Again, because of our price affirmation law, and for the
same year, the Kansas consumer saved on ﬁhe purchase of
the top seven selling brands of whiskey, gin and vodka
an amount in excess of $300,000.00.
The Kansas statutes dealing with affirmation are as follows:
K.S.A. 41-1111. Regulation of sales prices of alecoholic liquors
sold by manufacturers, distributors and retailers; legislative
findings. In the public interest and in order to promote'the
orderly sale and distribution of alcoholic liquor, to foster
temperance and to promote the public welfare, in the state of

Xznsas, the legislative finds: (a) That sales prices of alccholice

4

F

1iguor sold by manufacturers and others to distributors licensed

in this state should be no higher than the lowest price for which

the same is sold to distributors anywhere in the continental United

States.. {emphasis supplied)

=0k . .

K.S.A. 41-1112. Same; prices filed by manu. s snd

others to be as low as in any other state; determination. 1

.prices filed by manufacturers and others authorized to sell

alcoholic liquors to licensed distributors, pursuant to sub-
section (1) of section 41-1101 of the General Statutes Supple-
ment of 1959, shall be the current prices. F.0.B. point of

shipment, and said price as filed by each manufacturer or vencor

shall be as low as the lowest price for which the item is sold

anywhere in any state of the continental United States by such

manufacturer or vendor; Provided, that in determining the lowes:t

price for which an item of alcoholic liquor is sold in any such
state there shal} be taken into consideration all advertising,
denletion and promotional allowances and rebates of every kind
whatsoever made to purcﬂasers in such state by the vendor.
(emphasis supplied)

K.S.A. 41-1116. Bame; prices to be fair and in public
interest; guides. The prices so established and fixed by the boé:d
shall be fair and reasonable to licensed distributors, licemsed
retailers, and the ultimate consumer. Said prices must be*in the
public interest and such that they do mot unduly stimulate the
sale and consumption of alcoholic liquor or tend to disrupt the

orderly sale and distribution of alcoholic liquor...{emphasis

supplied)
PP : BACKGROUND INFORMATION

You are aware that the sale of alcoholic liquor in our state

is strictly regulated by law, rules and regulatioms.



The ory of liquor control in Kansas begins in July,
1949, when the legal sale of alcoholic beverages was rein-
troduced 'into Kansas afrer 69 years of constitutional prohi-
bition.

The .citizens of our state, like most other Americans, re-
cognized the failure of the "noble experiment'. We had seen
that prohibition neither ended the consumption of alcoholie
beverages nor eliminated their sale. We all could see that
prohibition had spawned a vast empire of crime which preyed on
the publ%c's desire to continue normal drinking customs and |
habits. The '"blind pig" and the bootlegger were the furtive
symbols of the failure of prohibition in our state. Repeal
enced those conditions, enabling the reborn alcoholic beverage
industry -- operating under Federal and strict state supervision
and control -- to develop as a symbol of common sense.

Prohibition was brought on, in part, by abuses in the system
of distribution, sale and consumption of alcoholic beverages.
After repeal of prohibition, the basic approach of state legis-
latures was to establish controls and to regulate the channels
of distribution from the state borders to he consumer. This was
accomplished in two ways by the states:

1. Monoply States - Eighteen states prohibit anyone, except

the state, from bringing alcoholic beverages into the state.
The state is the wholesaler. Some states operate retail out-
lets, others license retailers.

1. License States - (including Kansas) - The majority of the

states opted for a method based on the free enterprise system.

shz

These license states provide a three-tier -, . .em o?
distribution from supplier (or manufacturer) to whole-
saler to retailer. Of the thirty two (32) license states,
twenty three (23) of the license states (including Kansas)
require suppliers to sell only to licensed wholesalers,
and further prohibit suppliers from having interests in
wholesalers or retailers. Retailers are licensed and may
not be owned or operated by wholesalers. Thus, each tier,
supplier, wholesaler and retailer, has no tie to another
tier. Particle integration is prohibited.
Interestingly enough, the monoply states were the first states
to adopt affirmation and to enact similar uniform policies with
regard to price postings by suppliers.
The Kansas affirmation law was an outgrowth of that activity

by the monoply states, and was enacted by the legislature in

1961.

It should be noted that Kansas was the first ''license' state

to enact an affirmation law, but has since been followed by z

growing number (17) of other states.

WHAT THE LAW DOES

As stated, the present affirmation provisions of our law re-
quire manufacturers and vendors of alcoholic liquor to file prices
and to sell their products to Kansas wholesalers at a price as low
as the lowest price for which.:he item is sold by manufacturers and

vendors in any state in the continental United States, based on an

F.0.B. point of shipment.

-5-
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The 5 affirmation law prohibits manufacturers and
suppliers from using high prices to Kansas wholesalers to off-
set losses or lower profits in another state where they sell at

low profits for promotional purposes.

THE. PRESENT TISSUE

The issue of affirmation was raised by the ABC Director,
in a directive issued by his office, in October of 1975, as a
result of certain actions by the Seagram's Companies, and a few
other maanacturers.

The tSpic is presently before the Shawnee County District
Court. It should be noted that in the case of Laird v Cheney
414 P. 2918 (1966), the Kansas Supreme Court upheld the wvalidity
of the Kansas affirmation law.

The facts leading to the present dispute, in simplified

" fash on, and to use one company as an example are as follows:

i

%]

eagram's customarily (since 1949) pbsted its products for all
states from its plants in Laﬁrenceburg, Indiana and Louisville,
Kentucky.'They wished, for motives known only to themselves, to
post from Oklahoma City, but only for the states of Kansas and
Oklahoma. It should be noted that a supplier may post from as many
ocints as they desire, so long as they comply with the affirmation
law.

In posting from Cklahoma City, however, Seagram's did not
comply.with the affirmation law (posting at a price as low as the

lowest prices that the merchandise was sold in the continental

el

United States). They did not comply because theif . .24 F.0.T7

prices from Oklahoma City are higher than their prices from

Lawrenceburg, Indiana and Louisville, Kentucky. (See attached
. Exhibit A).

The ABC office informed them this was not permissable under
the Kansas affirmation law. Seagram's sought and obtained an in-
junction in the Shawnee County District Court and the matter is
presently in litigation.

Seagram's argument in posting from Oklahoma City in the
manner in which they did was that prices would be lower to Kansas
Consumers. The attached exhibit demonstrates that quite the oo~
posite occurs. (See attached Exhibit B)

The committee may be interested to know that Oklahoma has

an affirmation statute similar to Kansas', and that the Oklahomza
Attorney General recently ruled in an opinion against Seagram's
in this.matter, stating: "...this opinion reaches the same result
. found by the Kansas Supreme Court when it construed the Kanszs
affirmation law, to-wit, absent statutory direction to the cen-

trary, the affirmation law looks to the amount of money paid by

wholesalers to their suppliers for spirits..."

The wholesale liquor industry in Kansas accepts its respon-
sibility to ﬁrotect the public interest. It is our considereé
opinion that this can best be achieved in an orderly market --
made orderly by proper regulation. We believe that such proper

regulation is well provided under present Kansas'law, which our

-,



industry supported since its inceptiOQ\

Kansas at this time has the reputation of having one of the
best -- if not the best -- liquor laws in the nation. The Kansas
law has worked for 27 years. Our liquor market is recognized as
one of the cleanest -- and perhaps Ehg'cieaneét -- market in the
United States.

We are attempting in this statement to review the Kansas
affirmation law, how it came to be, and why it has worked so
well. The Kansas Wine and Spirits Wholesalers Association, Inec.,
has at al} times in the past supported the Kansas affirmation
law and has at all times extended its complete cooperation in
all pertiment studies and considerations undertaken by our State
Legislature and its appropriate comiittees. This suppor;”ahd co-
operation will continue in the future in the interest of main-
taining and strengthéning the best form of liquor laws for the
residents of Kansas.

For these reasons, we are opposed to amendment of the affir-
mation law in any fashion.

We wish to express our appreciation to the Committee for
the opportunity to express our viewpoint on this matter.

Respectfully submitted,

Gary J. Kershner
Executive Secretary
KWSWA



F.0.8. Price Increas

EMHIBIT A

SEAGRAM'S PRODUCTS

es due to

Posting of Products

Trom Oklahoma City, Oklahoma

Benchmark Bourbon

F.0.B. Price

Louisville, Ky.

(Sept. 1975)

F.0.B. Price
0.K. Citv, Okla. (sept 75)

H. Gal. $ 53.00 $ 54.52
Quarts 56.10 57.65
5ths 45.00 46.46
Pints 56.50 58.11
H/Pints 56.85 58.55
Seagram 7 Crown Lawrenceburg, Ind. (Sept. '75) 0.K. City, Okla. (Oct. '75)
Gal. $ 45.30 $ 47.04
H/Gal. 42.62 44.21
Quarts 45.33 46.88
Sths 36.40 37.85
~ Pints 45.91 47.58
‘H/Pints 45.98 43.73
*Special Discount Price
Seagrams V.0.
Gal. 5 20.15 $ 20.72
© H/Gal 62.48 64.05
Quarts 64.14 63.69
5ths 51,39 52.85
Pints 64 .34 66.04
H/Pints 64.49 66.26
*Special Discount Price
Seagrams Gin
H/Gal. § 36.78 § 38.38
Quarts 38.41 35.97
5ths 31.58 33.04
Pints 39.65 41,36
H/Pints 40.11 41.87
*Special Discount Price
Seagrams Crown Royal
H/Gal. $ 88.50 $ 90.10
Quarts 91.37 93.01
S5ths 73.26 74.81
Pints 92.59 94,30
H/Pints 93.66 95.43
Wolfschmidt Vodka
H/Gal. $ 33.50 § 35.09
Quarts 32.65 35.70
5ths 27.18 28.64
Pints 35.78 37.45
H/Pints 36.36 38.12
% F.0.B. PRICES EXPRESSED AS PER CASE COSTS

" EXHIBIT A (continued)

Christian Brothers Brandy

‘H/Gal.
Quarts
5ths
Pints
H/Pints

* F.0.B. PRICES EXPRESSED AS

F.0.B. FPrice

San Francisco, Calif.

(May, 1976)

$ 46.55
47.80
39.80
40.75
53.80

PER CASE COSTS



E¥YHIBIT B (Continued)

Consumer Price
Per Bottle From

Consumer Price
Per Bottle From

Customary Shipping’ Cklahoma City

Increased
Difference
Per

Bottle

106

No. of Bottles

TOTAL OF ALL ITEMS:

Increased
Difference
Per

PRODUCT Point¥* Shipping Point
Seagrams Gin Lawrenceburg, Ind.(Sept.75) (Oct. 1975)
H/Gal. $ 10.80 $ 11.03
Qéa?ts 5.61 5.72
5ths 4.61 4,72
Pints 2.93 2,99

H/Fints 1.51 1.44 *
Special Discount Price - Regular Price of $1.53
Seagrams Crown Royal
H/Gal. $ 23.60 $ 23,83
Quarts 12.19 12.30
.5ths 9.80 9.91
Pints 6.21 6.26
H/Pints 3.17 3.19
Wolfschmidt Vodka
H/Gal. $ 9.98 10.21
Quaits ’ 4,89 5.18
5ths 4,07 . 4,18
Pints 2.69 2.74
H/Pints 1.39 1.42
Christian Brothers Brandy (8an -Francisco, Calif-May 1976) (May 1976)
H/Gal. $ 13.09 $ 13.07
Quarts 6.73 6.49
Sths 5.61 572
Pints 2.90 2,96
H/Pinte 1.92 1.92
-
EXHIBIT B
SEAGRAM'S PRODUCTS
Consumer Price Increases Due To Posting of Products From Oklahoma City, Oklahoma
Consumer Price Consumer Price
Per Bottle From Per Bottle From
Customary Shipping Oklahoma City
PRODUCT Poinc Shipping Point

Benchmark Bourbon

H/Gal
Quarts
Sths
Pints
H/Pints

Seagram 7 Crown

Gal.
H/Gal.
Quarts
5ths
Pints
H/Pints

(Louisville, Ky.-Sept. 1975)

Lawrenceburg, Inc.

(Sept. 1975)

* Special Discount Price - Regular Price §1.71

Seagram's V.0.

Gal.
H/Gal
Quarts
Sths
Pints
H/Pints

$14.81 - $ 15.03
7.82 7.92
6.30 6.40
3.98 4.03
2.02 2.05

(Sept. 1975) (Cct. 1975)

$ 25.91 $ 26.37

12.24 12.47
6.46 6.57
5.20 5.31
3.31 3,37
1.69 1.59 *
$ 33.38 $ 33.84
17.13 17.37
8.78 B.65 *
7.06 7.18
4,45 4.52
2.25 2.29

* Special Discount Price - Regular Price Now §8,90

Bottle

Total
In One Year Increase
Period Based To
On ABC Shipment Kansas
Reports Consumer
2,220 $ 510.60
11,880 1,306.80
20,304 2,233.44
45,552 2,733.12
200,640 4,012.80
Total $10,796.76
780 $  179.40
3,216 353.76
15,384 1,692.24
7,968 398.40
9,936 198.72
Total § 2,822.52
528 §  121.44
3,012 B73.48
1,932 212.52
744 37.20
1,008 30.24
Total $1,274.88
29,064 $ 3,197.04
23,376 1,402.56
Total $ 4,599.60
$90,470.70
No. of Bottles Total
In One Year Increase

Period Based

To

On ABC Shipment Kansas

Reports Consumer
606 $ 133.32
3,612 361.20
8,772 877.20
7,272 363.60
6,528 _195.84
Total $1,931.16

984 § 452.64
17,760 4,084.80
71,880 7,906.80
118,152 12,996.72
152,568 9,154.08
199,824 3,996.48
Total $38,591.52
1,095 $§ 503.70
5,112 1,226.88
75,756 9,090.72
99,696 11,963.52
63,264 4,428.48
81,024 3,240.96
Total $30,454.26



o Attachmed T 7

Selected brands of liquor in Kansas cost the consumer more than they do in
many other states. One might wonder why this is so if affirmation is working since
the diétillers must sell their products to the Kansas Wholesaler at the lowest F.0.B.
point price it is sold anywhere in the United States but, K.S5.A. 41-1111 states:

"In the public interest and in order to promote the orderly sale
and distribution of alcoholic liquor, to foster temperance and to
promote the public welfare, in the state of Kansas, the legislature
finds: (a) That sales prices of alcoholic liquor sold by manufacturers
and others to distributors licensed in this state should be no higher
than the lowest price for which the same is sold to distributors any-
where in the continental United States; and (b) that minimum sale
prices for alcoholic liquor sold by distributors and retailers licensed
in this state should be determined and regulated by law."

And K.S.A. 41-1112 states:

"The prices filed by manufacturers and others authorized to sell
alcoholic liquors to licensed distributors, pursuant to subsection
(1) of section 41-1101 of the General Statutes Supplement of 1959,
shall be the current prices, F.0.B. pecint of shipment, and said price
as filed by each manufacturer or vendor shall be as low as the lowest
price for which the item is sold anywhere in any state in the contin-
ental United States by such manufacturer or vendor: Provided, That
in determining the lowest price for which an item of alccholic liquor
is sold in any such state there shall be taken into consideration all
advertising, depletion and promotional allowances and rebates of every
kind whatsoever made to purchasers in such state by the vendor."

The director, E. V. D. Murphy, has said:
"Here we protect the rights of the little man in business better

than any other state. Besides we don't have the scandals other states

have in the liquor industry.”

It would seem that the issue for these hearings is what effect does the Kansas
liquor laws have on the consumer and the citizens of the State of Kansas.

There are 1,180 retail liquor stores in Kansas, including 86 in Topeka. There
are 30 wholesale distributors in Kansas owned by 10 families which are reaping a
large windfall through phantom freight rates.

Most affirmation in control states allow freight and warehousing costs to the

F.0.B. point to be included in the price filed as the lowest price. The director of
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the Alcoholic Beverage Control Division of the State Department of Revenue has”
made a ruling not allowing the distillers to add on their freight charges.to their
F.0.B. point and any warehouse charges.

Distillers can buy bulk shipping to move their product from distillery to F.0.B.
points closer to Kansas such as Kansas City much cheaper freight wise than the whole-
salers can, who must often pool shipments and by making less than truckload shipments
get a much greater freight rate.

Kansas has the:unique position of being controlled by Alcocholic Beverage laws
that*%ward inefficiency as far as the wholesaler is concerned.

The more inefficient the wholesaler can operate the greater his profits.

This seems strange but one only has to look at the practice that now exists in
the State of Kansas.

The wholesalers have found ways to make substantial windfall profits from
phantom freight rates which reading of the General Statutes of Kansas would indicate
are not the intent of the legislature.

The wholesalers have established a trucking company known as Distributors, Inc.,
which hauls freight into Kansas with the sole purpose of making profits from the
freight allowed by the Alcoholic Beverage Control Division.

A good example would be to look at the freight rates effective July 1, 1976,
from New York City to Kansas. The rate is $13.54 a hundred. Our sources indicate
that the Distributors, Inc. can pool shipments and have a stop off in Kansas for the
rate of $4.65 a hundred.

This results in a profit to the wholesalers of $8.89 a hundred. When omne multiplies
$8.89 a hundred times 400, it is apparent that the wholesalers on avery 40,000 pound
truckload have a profit from freight of $;55&332

It might be helpful to.the Cgmmittee if they can compare the price charged by

Kansas, Missouri, Colorado, Oklahoma and Nebraska.



An independent consumer group makeq a periodic survey of prices charged in
various states and we ha@e set fdftﬁ a sdheduie which shows the average retail
price paid by cohsumers in each state. (Schedule 1.)

Some states are higher such as Nebraska in some commodities, but lower in others.

When one looks at the State of Missouri, it is apparent that Missourians are
buying their liquor much cheaper than Kansans are.

The reason that Missouri citizens are buying their liquor at substantially
reduced prices is due to competition in the liquor industry.

The State of Missouri does not control the prices that a retailer can sell nor
does it control the prices that a wholesaler can sell at.

A survey of the liquor industry shows that the 13 affirmation states on an
average show a few cents greater cost to the consumer than in the other states
when averages are compared.

This will come as a surprise to many because the purpose of affirmation, of
course, is to see that the citizen gets his liquor and spirits at a price as cheap
as they are sold anywhere else in the United States by the distiller.

The wholesalers have found many ways in which to circumvent the purpose of the
affirmation law.

One of their practices is to have private labels and I attach a copy of a
letter from one of the wholesalers to their retailers setting forth the evils of
this practice. (Schedule 2.)

During the last session of the legislature, my client Seagrams, attempted to
have enacted Senate Bill 824, which needed some amendments. The purpose of this
proposed bill was to allow the distillers to select their F.0.B. point closest to
the State of Kansas.

The wholesalers opposed this\Bill because it, of course,rwould eliminate the

profits they make on freight rates.
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The distillers sponsored this bill for the following reasons:

1. Goods will be available in any quantity on very short notice.

2. [Kansas Wholesalers will not have to lay out large sums of money

to buy truckloads of goods but will buy merchandise as they turn
it over.

3. Distributors may order only that merchandise which they need
immediately.

4. Having goods in the warehouse at Oklahoma City or Kansas City will
insure them that easy availability there would be no out-of-stock:
items.

5. Distributors' money will not be tied up as long (as it is now) so
they will actually save money on interest borrowing.

6. Distributors' trucks will no longer have to make long trips to
Kentucky, Indiana, or wherever. They will have overnight service
from Oklahoma City or Kansas City available to them.

7. Orders will not be held up on credit for lengthy periods.

The distillers need a law which will allow them to add on to their lowest
F.0.B. price any freight or handling charges at accomodation warehouses between
the point of the distillery and the accommodation warehouse.

It is hard to understand why anybody would be opposed to the allowing a distiller
to add on his freight rates and handling charges to an accommodation warehouse because
the freight rate would be the lowest rate available due to the fact that the distil-
lers would ship volume shipments which are made at the lowest possible freight rate.

Attached to this paper is a schedule entitled "Cutty Sark Monthly Comparison of
Sales." (Schedule 3.) .

In 1973, the wholesalers sola the A.B.C. Review Board a.proposal to allow them

to have increased freight rates based upon a formula.



The result of this formula on the sales of some name brand products was
devastating.

One only has to look at the record in the case of Cutty Sark to see what a
devastating effectthe administration of the laws have had on this company.

You are all probably aware of the fact that Cutty Sark is a name brand Scotch
and is very popular.

In 1973, sales of Cutty Sark were 21,250 cases and in 1975, they were down
to 16,730 cases, and in 1976, sales were off a third. |

In July of 1975, Cutty Sark, based upon the practice of their competitors
moved their F.0.B. point to Kansas City, Kansasr

Shortly thereafter, Colonel Murphy pfomulgated a Memorandum warning all distillers
that adding their freight charges onto an accommodational warehouse closer to Kansas
was In violation of the affirmation law.

This was Colonel Murphy's interpretation and a lawsuit was filed seek an injunc-
tion to restrain him from his interpretation of Kansas affirmation law.

Cutty Sark then moved their F.0.B. point back to New York, the first 6 months
of 1976, in order to comply with Colonel Murphy's ruling. You can look at the
schedule and see that this had a devastating effect on their business.

The reason that Cutty Sark's business fell off so greatly was due to the increased
costs of their product to the consumer.

With the F.0.B. point moved back to New York, the Kansas wholesalers started
hauling the product from New York to Kansas City at a freight rate of $13.54 a hundred
as compared to a freight and handling charge of $1.31 that Cutty Sark added on to
their lowest price sold anywhere in the United States.

The freight and handling charge of $1.31, of course, was charged to the wholeséler.

Cutty Sark could move théir écotch from Houston for less than $1.00 a hundred
whereas to move the same Scotch from New York City by wholesalers cost $13.54 a hundred

which the consumer has to pick up.
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The increased freight rate, of course, is not only a windfall to the wholesalers
but they get a mark-up on the increased freight charge of 15 1/2%. It is small wonder
that the wholesalers do not want to see these laws changed.

Attached hereto is a schedule entitled Comparison July to August, 1976. (Schedule 4.)

In June of 1976, Cutty Sark joined the suit enjoining the Director from his
interpretation of the affirmation law, and in August, 1976, started selling from
their Kansas City F.0.B. point.

The result in savings to the consumer is set forth in this schedule showing the
net results of savings to the consumer if the supplier pays the freight as compared
to the wholesaler being allowed his fictitious freight rate as promulgated by the
Alcoholic Beverage Contrel Division.

Attached to this paper is a comparison of Oklahoma and Kansas retailers' costs
by Christian Brothers Brandy. (Schedule 5.)

I thought it might be enlightening to the committee to see that Oklzhoma tax
is $9.60 a case as compared to the State of Kansas tax, $3.60 a case, and yet when
the product finally gets to the retail stores, it costs more in Kansas for this
product even though there is a $6.00 difference in taxes per case.

Clearly something must be wrong with the Kansas system if these differentials
exist.

This study was done during the 1976 legislature while it was in session and I
do not know if these figures would be current today, but at least at that date this
was a bona fide comparison.

Another interesting study I have made concerns the freight rates on wine
from Modesto, California to Kansas. Attached is a schedule which shows that the
wholesalers can make on a 64,000 pound rail car, a profit of $1.18 a hundred, and
the cars run up to 95,000 pounds and the profits, of course, would increase the larger

the car. (Schedule 6.)



The wholesalers naturally want to protect their interest and will claim that
the present affirmation law is to the best interest of the consumers.

A look at Schedule 7. shows that Kansas consumers are on an average paying
more for their liquor and spirits than many other states, and it is therefore evident
when one looks at the facts that affirmation does not necessarily mean that the
consumer is getting a fair shake.

If one will compare the prices of the State of Missouri which has a free competitive
market which our society is founded upon, it becomes apparent that free competition
is the best possible system for the consumer.

If the statute is not amended to allow the accommodation warehouses, it is quite
apparent that many popular brands of liquor and wines will not longer be able to he
sold in the State of Kansas.

Should the case in the Shawnee County District Court now pending which enjoins
the Director of the Alcoholic Beverage Control Division be lost, then many companies
will no Ilonger be able to do business in Kansas.

The State of Missouri now offers its consumers 1,456 different brands of
distilled spirits. The State of Kansas only offers its consumers 661 different brands
of distillgd spirits.

There are various ethnic and religious groups that no doubt cannot buy spirits
that they would like to buy.

Free competition would result in greater tax income to the State of Kansas. Every-
one is familiar with the fact that many pecple in Johnson County and Wyandotte County
buy their liquor iﬁ the State of Missouri at a substantial savings when compared to the
prices in Kansas.

It would be obvious that at least _many dollars in taxes are lost annually

\
from these sales.
The Kansas retailer is at a great disadvantage in competing with the Missouri

retailer and for this reason it is felt that the affirmation law is not working



in the State of Kansas.

Your committee's consideration of a free, competitive liquor industry would
be greatly appreciated and would most benefit the consumer and citizens of the
State of Kansas.

Affirmation laws only protect the wholesaler and any savings that he receives
under the law normally are not passed onto the consumer.

A good example is post offs wherein the suppliers reduce their case cost to
the wholesalers as much as $2.00 a case. Frequently the wholesaler will buy
thousands of cases prior to the end of the month and then when the cost price goes
up the following month, he takes advantage of the post off savings and it is not
passed on to the consumer. |

Understandably the wholesalers and those administering the law feel that it is
a good law as they would like to maintain the status quo.

We feel that after so many years of experience and the clear factual evidence
that affirmation is not saving the Kansas consumer money that the committee should
lconsider some changes.

Respectfully yours,

BL A 7

Robert E. Tiltom -

-
it P



SCHEDULE 1.

Survey started 3 or 4 years ago and on average prices.

Independent Consumer

Group.
Colo. Kans. Mo. Nebr. Okla.
Seagrams 7 80 Proof 5.24 5y B2 5..25 573 4.75
01d Crow Straight 80 Proof 5.03 5.24 5.00 5.83 4.75
01d Grandad 100 Proof in bond 8.33 7.72 7.62 7.98 6.60
DeWar's Scotch 8.85 8.34 8.09 8.50 6.97
Smirnoff Vodka 5.14 5.20 5.00 5.18 4.59
Bacardi Rum : 555 5.46 4.45 5+32 4.87
Canadian Club 7.41 7.28 7.06 7.006 6:39
16 6.30 6.29

Beefeaters Gin 7.20 7.69 7
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GEXNE BAIRD

President

TO: £11 Salesmen

FROM: - Gene Baird, President

) . I am writing to discuss our private label brand
Vodka — VIAKA. We are proud of this label and the volume
of business it has developed during it's first year of
existence. ‘ '

Although; we have followed the pattern established
by other wholesalers, actually, I don't believe in wholesaler
private labels as they are presently used in Kansas. 1T
think they are an improper and illegal circumvention of
our Kznsas Laws which prohibit Franchises.

We all know that privete labels, (our labels
included) are used only. to tie a customer to the wholeszle
house. That is the way every whcleszler who has private
labels uses them.” Thet i1s ihe basic reason they develcped
them in the first place, end we use cur lzbels the same
way .

Almost without exception, wholeszslers net less
rcentage D'Oth on their private labels than they do on
tionally advertised brands, however, if a wholesaler can

ate a demend for a preduct which he hes execlusively,
n he is assured that he will get 2 winimum order when a
ailer is compelled to oréer scme of that particular
vate l=bel.- I think privete labels have a pla
markel only if every whole baler,CGH.Aa,dle
ike any other brand. '
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It is my opinion that the present practice is an
cbsoluue violation of the inte f not the 1EuLET, of
the nc-franchise provisicns of Kensas Law. We at
Bastern are just as guilty. as th thers, we recognized
the advantazes, of using prﬁvate els to control some
reiail'bu51nc§s so we did it -, it works very well, a
we have been unusually successful with our VIAKA label,
It is easily the fastest growing

However, 1 continue to a:
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_The Sunflower Sales Company of Topecka has recently
announced that their labels of Jayhawk Bourbon, Green '
Gables Scotch and Rostov Vodka are now available to all
Kansas Wholesalers. We applaud this action by Sunflower
and we agree that retailers should be zble to purchase any
label available in Kansas from whatever wholesaler they
prefer, therefore, Eastern will agree publicly that we
“will offer our labels in exchznge te any wholesaler who
will mzke his labels available to us. IT all wholesalers
carry all brands.the retailers need, it's ecasier and
simpler for the retailers to order, and eliminates the
controlled account concept. This plan would re-affirm the
basic principle of our no-franchise law.

Retailers can join the. fight by refusing to
handle any wholesaler private label that can only be
purchased from one wholesaler. Why let any wholesaler
control their orders? The no-franchise provisionsAof our
Kansas law provide a benefit for Kensas retailers that
they should strive hard to protect. . One other wholesaler
is already handling VlﬂKﬁ 2nd we are willing to mzke
VIAKA availzble to every_Kan5¢s Wholeszaler, we think this
label is so strong that it will continue to grow no matter
" what marketing method is used. :

If your retailer friends Teel that there is a
demand. for some of the private labels, and don't went %o
be without them when a custcmer requests a specific label,
(end -I-can sympathize with this thinking), then . the .
retailer, to indicate his vigorous Objec ion to exclusive
%

£
control labels could simply ©
and stock. it under the counte Q
only. This method protects th ale but doesn ©t help

promote & brand which only incre

ases the nt of control
+he wholesaler cwner of the brand can exsrt cver the
retailer.

If the idea of eliminating all exclusive whole-
qaler private labels from their shelves or teaking them off
of display doesn't appeal to an agressive retailer, then I
suggest a third alternative that is sure to get the attention
of the owner of any wholesaler exclusive conirol label., 1
suggest t at every Lebaler floor stoc displ
our lab H_i}ﬁﬁé‘vﬁﬂhﬁjfor cne of the i
Sunflower Seles Company. IT otl ¥

private labels begin to see
1*ke VIAKA-VODKA ochpyuwg
S@g{g, and wﬂtn 1la f
display near the ngg re 2T
soon get the idea that 11L} should joi this

for the ultimate benefit of 211 of the Kansas Liguor

industry.




CUTT

Y SARK

MONTHLY COMPARISON SALES

SCHEDULE 3.

1973 Thru July, 1976
(Number is Amount of Cases)
January February March April May June July August September October November Decewber
1973 1223 1056 1888 1037 1579 1815 712 1172 1498 3427 2529 3459
1974 1068 1563 1091 1661 538 1004 423 482 725 3577 1988 899
1975 1158 20 780 984 726 1271 1088 905 1550 1529 3122 3320
1976 651 5 800 538 818 L195 330
TOTAL SALES MISSOURI -~ NEW JERSEY
1973 21,250 January - July 1975 6304
1974 14,987 January - July 1976 4337 (- 1967)
1975 16,730
July - December 1974 8044
1976 Off 1/3
July - December 1975 11514  (+ 3470)



CUTTY SARK:

Gallon
Half-Galloen
Quart
Fifth
Tenth

Half-Pint

Quart
Fifth

Half-Pint

CUTTY SARK:
Gallon
Half-Callon

Quart

Tenth

Half-Pint

CUTTY 12:

Half-Pint

SCHEDULE 4.

COMPARISON JULY TO AUGUST, 1976
PRICE DIFFERENTIALS

Consumer Case Cost

July August Dif,
9G..57 87.55 3.02
85:73 81.72 4.01
895.94 92.46 3. 78
76.22 7239 2.84
80.45 76.84 3lablL

104.64 97.08 7.56
132.47 126.71 5.76
106.13 101.90 4.23
140.85 133, 75 7.10

Consumer Bottle Cost
39.00 Bl T2 L.28
18.47 17.61 0.86
10.35 9.98 0:37

8.25 7..95 0.30

4.37 4,18 0.19

2.84 2.65 0.19
14.26 13.64 0.62
11.44 10.89 0.45

382 3.63 0.19



SCHEDULE 5.

Comparison of Oklahoma and Kansas Retailers Cost
5th Sized Bottles
Christian Brothers Brandy

Oklahoma
Wholesalers cost per case . $41.04
Oklahoma Tax 9.60
Mark-Up 2% allowed wholesaler 101
Retail Stores Cost $51.65
Kansas
Wholesalers cost per case $41.04
State Tax 3.60 )
Freight 0.94
Mark-Up 15 1/2% allowed wholesaler Tl
Retail Stores Cost $52.65

Kansas Freight Rate from Oklahoma City was $4.88 cwt but has
been reduced to $2.62 cwt. The wholesaler can get an actual

rate much lower thus added to his profit.

Oklzhoma Tax 59.60

Kansas Tax - - 3.60

$6.00



Freight Rates on Wine from Modesto, California to Kamnsas

Motor Carrier Rate A.B.C. Allowed 3.42 cwt
64,600 1b. rail car rate 2.24 cwt
Wholesaler makes $1.18 cwt

These profits increase as the car weights go up. I do not have

the rail commodity rates for 105,000 1b. cars.
64,000 1b. 2.24 cwt
85,000 1b. 1.88 cwt

95,000 1b. 1.78 cwt



PRICE® PER FIFTH FOR SELECTED TYPSS ALD BRAND

[¥4]

o IN LICENSE STATES, 1975
E:
S TYPE AND BRAND

ABLEND Bono G APPLICABLE

SEAGRAM!S BouRBON OLp ScoTcH VODKA Rum CANADI AN GIN 8-BranD STATE
STATES 7 -CrOwWN OLp Crow 80°  Grano-Dap 100° DEWAR 'S SMirnoFF 809  Bacaro| CanADIAN CLUB BEEFEATER AVERAGE  SALES TAX
ACASKA $ 4.78 3555 $ B.45 $—7 oy $ 5,12 ;
AR T ROHA 5.69 5.39_ 8.25 7.77 5.39 * 2.333 # :J;'ig . L% ’ o i
{RKANS AS 5.33 5.52 7.74 8.11 5.37 5,33 Fo22 7.41 6-.:5 2'8‘3
LALIFORNIA 4.99 4.99_ 7.99 7.55 6.10 5.35 7.35 7.55 v "o
COLORADO 5.09 4,88 8.09 8.59 4,99 - 5.39 279 o 6.48 6.0
ConnECTICUT 5.22 5.37 7.75 7.85 5.47 5.33 2 o4 e 6.55 3.0
JE L AWARE 5.15 Sx19 . 2;65 7.85 5.00 5.29 7.05 6. 99 2'4% Tl
J. C. 4.65, 4,55 5.95 7.39 4,99 4,99 6.59 6.59 5'%& L
“LOR IDA 4,00 4,41 4,39 6.59 a. 24" 4.29° 6.09 6.22 5.02 e
iFORG1A 5423 5.26 7.76 8.09 5.24 5.63 7.20 7.78 6.5 370
HAWA L 5.75 5+85 8.89 9,18 5.89 5.65 8.20 8.39 -z 3.05
ILLINO IS 4.53 5.52, 7.02 8.53 5.00 5.08 6.81 6 342 6.5 40
IND 1 ANA 5.35 5.13 7.69 8.12 5.10 5.40 7.3 7.26 84 b
KANSAS 5. 40 5.04 7.42 8.02 5.00 5.25 7.00 7.39 6.3 T
KENTUCKY 5.35 5.29 7.48 8,49 5.00 5.17 7.09 7.39 o e
LQU 15 1ANA 5.08 5.19 7.06 7.45 4.75 4.84 6.84 6.31 5.94 a5
MARY L AND 4,59 4,35 6.75 6.99 4,35 4.39 6.25 6.09 5.47 Cu
MASSACHUSETTS 5.85 Dl D 8.39 8.59 5.85 5.70 7.60 - 55 ' g'gﬁ
AINNESOTA 5.34 5.28 7.45 B.12 5.17 5.34 5'99 iy g.ga .
MISSOUR | 5.10 4,85 7.40 785 4,85 4.32 6.85 6.95 o 4.0
NEBRASK A 5.59 5.69 7.79 8.29 5.05 5.19 6.89 6.15 i e
NEV ADA 4,79 4,79 5, 89. 6,85 4,59 4,79 &. 99, 5.89 g:%!% %8
NEW JERSEY 5.49 5.61 8.09 8.59 5,45 5,65 759 7. a5 6.74 e
NEW MEX1€O 4,99 4,09 7.39 8.25 4.69 5.09 7.29 6.89 ) i
NEW YORK 5.08 5.19 7.06 7.43 5.78 4.98 6.6 o-tg 6.09 :"'8
HoRTH DAKOTA 5.45 5.08 7.94 8,13 . g -
O L AHOMA 4,66 4,66 6.47 6,83 igg 451:?79 g'g; g'?g g 5
RHODE |SLAND 5.35 5.23 7.89 8.35 5,35 5.20 7.23 6.90 ?3)21 2ol
SouTH CAROLINA  5.48 5.53 7.45 8.17 5.58 5.53 7.40 7.64 ) h
SouTH DakoTa 5.66 Sl d 8.37 0.03 5 7 5 90 7.62 7.97 2.60 4.0
TENNESSEE 5.93 5.75 8.45 8.65 5.85 5.83 7.85 7.85 02 iy
TEXAS 4,79 4,79 7.49 7.89 4,65 4,65 6.48 6.69 Z'O? Ha2
A 5.20 4,79 7.16 8.33 5.08 5.06 6.52 6.69 TS 420

M EXCEPT WHERE NOTED, INDICATED PRICES EXCLUDE STATE SALES TAXES,
E1GHTY =S|I X PROOF.

PRICE IS ESTIMATED FROM LISTED QUART PRICE.

INCLUDES 3% STATE SALES TAX AND 3% SPECIAL LIQUOR TAX.

RETAILER HAS THE OPTION OF ADDING AT THE CASH REGISTER.

SPECIAL LIQUOR SALES TAX IMPOSED IN LIEU OF A SALES TAX.

STATE SALES TAX NOT APPLIED TO PACKAGE LIQUOR SALES.

o]

v i
I OTTLE PRICES IN MOST STATES VARY AMONG OUTLETS WITHIN ONE CITY, AND AMONG MARKETING AREAS, IN SUCH INSTANCES,
IOTED PRICES ARE EITHER AN AVERAGE OF SEVERAL PRICES, OR ARE QUOTES WHICH REPRESENT THE “F'REVAILENG” PRICES.
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F=!CE PER FIFTH FOR SELECTED TYPES AND BRAMDS
IN CONTROL STATES, 1975
) i el i AND B-R-A-N-D
BLEND Bono
SEAGRAM'S BourBoN OLp ScoTcH VoDKa Rum
STATES 7-CROWN OLo Crow 80 GranNc-Dap 1009 DEwar's SMIRNOFF BQO° BACARD |
ALABAMA $ 5,55 $ 5.00 $ NLA, $ 8.65 $ 5.35 $ 6.45"
{DAHO 5.60 5.50 8.20 B.75 5.40 5.50
towa 4,80 4,60 e, 7.60 4,60 4,70
MATNE T oo Sedl) 8.20 e - oL s -
MICHIGAN 5. 15 5.00 1577 8.11 4,89 5,100
M1s515SIPPI 4,95 4,90 1.55 7.65 5.00 5.25
MONTANA 5,45 5.25 8.00 8.85 5. 20 5:25
HiEw HAMPSH IRE 4,35 4,25 6.45 6.70 4,15 4,25
HorRTH CAROLINA 5515 5.00 7.65 8.05 4,95 5.00
OH1O 5.45 5.30 7.95 8.25 5.20 50
IREGON 6.05 5.85 B.95 9.45 5.70 5.90
FPERNSYLVANITA 5.73 T S] B.5:7 B8.99 .50 5,56
UTAH 5.60 5.45 B.25 B35 5.25 5;35
Vi GMONT 4,60 4,55 6.25 6.45 4,45 4,55
VIRGINILA 4,85 4.70 7.20 7.60 4.70 4,70
YWASH INGTON 6.35 6.20 8.90 9.25 6.05 6.20
WiasT VIRGINIA 5, 15 4,98 7.74 8,43 4,93 4,98
Wy oM I NG 5.30 5,35 8.00 8,59 5.25 5,40
;QUART
SALES TAX INCLUDED IN FORMAL PRICING PROCEDURE OF THE STATE.
TAX 1S NOT APPLIED TO STATE STORE SALES,
¢ TAX 1S ADDED AT THE CASH REGISTER, AND EXCLUDED FROM INDICATED PRICES.
APFLIED TO WHOLESALE VALUE, AND INCLUDED IN INDICATED PRICES.
SPECIAL SAL.ES TAX RATE FOR STATE STORE SALES OF DISTILLED SPIRITS, AND IS INCLUDED IN THE

INCLUDES 3% STATE TAX, AND 3% COUNTY TAX; BOTH ARE INCLUDED

5,30

IN FORMAL PRICE LISTS AND ARE

CANAD I AN
CANAD AN

$ 7.85
6.60

7.13

L)

Sddooudo oS
OWpeJo~JOoWw
O-Jé;u1£(ﬂtdulg

INDICATED PRICE.
INCLUDED IN THE

Ceunm

7.85

GIN
BEEFEATER

% 9.45%
7.95
6,50

—————g e
6.98
7.23
7.75
5,90
7.00
T.15
8.10
7.69
7.90
= P
6.65
B.05
6,43
7.80

INDICATED PRICES.

8

-BrAND

AVERAGE

$

6.82
5.81

~ 6.66

6.25
8.5
6.67
5@
6.2
6.50
7.29
6.96
6.79
5,32
5.89
7.43
6.25
6.65
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APPLICABLE
STATE
SaLeEs Tax

4.08%
3.0
3.0°
‘**"”stog',
4.0
5.0°
4.0%
4.0
6.0°
4,0°
3.0°%
14.0°
15.0"
6.0°
3.0°



AN ACT relating to intoxicating liquors and beverages; concerning prices

filed by manufacturers and others; amending K.S.A. 41-1112, and

repealing the existing section.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 41-1112 is hereby amended to read as follows:
41-1112. The prices filed by manufacturers and others authorized to sell
alcoholic liquors to licensed distributors, pursuant to subsection (1) of
seetion K.S.A. 41-1101 ef-the-General-Statutes-Supplement—of-19595 shall be
the current prices, F.0.B. point of shipment, and said price as filed by each
manufacturer or vendor shall be as low as the lowest price fo; which the item

is sold anywhere in any state in the continental United States by such

manufacturer or vendor:: Previded; Thaty exeept Provided that differenees-im

the actual cost of delivery exr and warehousing incurred to the F.0.B. point

of shipment shall be imeluded-in added into the prices filed. Tn determining

the lowest price for which an item of alcoholic liquor is sold in any such
state there shall be taken into consideration all advertising, depletion and
promotional allowances and rebates of every kind whatsoev?r made to purchasers
in such state by the wvendor.

Sec. 2. K.S.A. 41-1112 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its

publication in the statute book.

)

o
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By Special Committee on Federal and State Affairs

PROPOSED BILL NO.

Re Proposal No. 18

AN ACT relating to open public meetingss amending K. S. A. 1976
Supp. 75-4317, 75-4318 and 75-4319 and repealing the exist—

ing sections.

Be it enacted _bv _the legislature of the State of Kansass:

Section 1. K.S.A. 1976 Supp. 75-4317 is hereby amended to
read as follows: 75-4317. (a) In recognition_of the fact that a
representative government is dependent wupon an informed clef—
torate, it is declared to be the policy of this state that meetl-
ings for the conduct of govefnmental affairs and the transaction
of governmental business be open to the public.

(b) It is declared hereby to be against the public policy of
this state for any such meeting to be adjourned to another time
or place in order to subvert the policy of open public meetings
as pronounced in subsection (a).

(c) No chance meetinds social meeting or_electronic or writ—

ten communication shall be used in circumvention of the spirit or

requirements_of this act,
Sec. 2. K.S.A. 1976 Supp. 75-4318 is hereby amended to read

as follows: 75-4318. (a) Except as otherwise provided by law,
all meetings for the conduct of thé affairs ofs and the trans-
action of business by, all legislative and administrative bodies
and agencies of the state and political and taxing subdivisions
thereof, including boards, commissions, authorities, councilsy
committees, subcommittees and other subordinate groups thereof,
receiving or expending and supported in whole or in part by
public funds shall be open to the public and no binding action by
such bodies shall be by secret ballot.

(b) Notice of the date, time and place of any regular meeting



of any public body designated hereinabove shall be furnished to
any person requesting such information. |

(c) Prior to any meeting hereinabo&e mentioneds any agenda
relating to the business to be transacted at such meeting shall
be made available to any person requesting said agenda.

(d) The use of camerass__photographic lights and recording
devices shall not be prohibited at any meeting mentioned by sub-
section (a) of this section, but such use shall be subject to
reasonable rules designed to insure the orderly conduct of the

proceedings at such meeting.

Sec. 3. K.S.A. 1976 Supp. 75-4319 is hereby amended to read

as follows: 75-4319, (a) Upon formal motion mades seconded and

carried, all bodies and agencies subject to this act may recess,
to—a-speeified-timey but not adjourn, open meetings for closed or

executive meetings provided. _Any motion to recess for —a closed

or executive meeting shall ihclude a statement of (1) the justi-

fication for closing the meetings, (2) the specific subijects to be

discussed durina the closed or executive meeting and (3) the time

and place at which the open _meeting shall _resume. Discussion

during _the closed or executive meeting shall be limited to those

sub jects stated in the motion. The motion to recess and the sub=

jects discussed during the closed or executive meeting shall be

recorded_in_the minutes of the meeting.

(b) No binding action shall be taken during sweh closed or

executive recesses, and that—-they such recesses shall not be used
as a subterfuge to defeat the purposes of fhis act. TFhe-justifir
eation-for—eltosing—aay—weeting—wust—be—stateds

Sec. 4. K.S.A. 1976 Supp. 75-4317, 75-4318 and 75-4319 are
hereby repealed.

- Sec. 5. This act shall take effect and be in force from and

after its publication in the statute book.
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NU-WAY CLEANERS

ULYEEES, KANEAS 6&7EB80D

January 20, 1976

House of Representatives
State House
Topeka, Kansas 66600

Attn: Representative Keith Farrar
Dear Mr. Farrar;

I am writing with reference to the new law passed dispensing with
the State inspection of boilers and the requirement to purchase
boiler insurance. I feel the difference in cost is unwarranted.

I was paying +15.00 a year to the State to inspect and assure

our boiler to be in safe operating condition. Upon checking with
the insurance company, the annual insurance rate is $185.00 on our
boiler also an undetermined additional amount of expense to meet
the requirements of the insurance company that is not required by
the State. It will probably cost an estimated $150.00 to $200,00
to meet the insurace company requirements, This seems unreasonable
and unjustified. There must be z better solution.

I zm writing in hope that this situation can be corrected. Thank

you for consideration in this matter.

Sincerely,

D& b=

S. E. Walter

cc ’ -




t1so, the insurance co. wenls us to keep & daily l1o®; end msil to then,
wtich is e2dded prper work & esxpense. %e are [desperctely trying to reduce
our paper wWork in every are&, &nd keep to the businessdof dry-cleaning &
laundry. Jack is in bed heegllh, hes & crippled leg, and we may have io
guit business guicker than we think, but in - the meantime, we are in there
pitching. We will probeuly have 10 close our shop wehn we are ready to
guit, as there are no educated dry cleeners & laundry people to take our
plece. In this insteance, there will be no boiler to inspect.

liusoton usea to heve 4 dry ¢leaners which hed 4 coilers. IL.ow, we are the
only one. lcerme-press clothes and washers & dryers in every home csaused
this situation. Ye merzed our dry-cleening shop with one of the other
four (which wes ;3 lsundry) 8 years ago. we decided to do uniforms, mops,
entry matls & shop lowels in.a small way to use . tke [laundry ecuipment, as
the laundry ocusiness was _one. £o, thru our own iniiisiive, we have
maneged to survive. So we don't need eny more hkicli-in-the-pants at this

stagze of the seme.

¥e cen give you another reeson why we cdon't Lhave more smsll businesses
of our 1iype. There are five Inouatrtﬂ.dgunury Trucks still coming into
Hugolon - YVestern ffom Aimerille, fmericen, iust, !lisco from wichita aand

a new one from Garden Cily. We have felt for a lonyg time that if every
town would stand up & Xeep their dry élecners & laundries, that these
trucks would be unnecessary (end guit using our precious fuel)., but

most people do notl wrntl to fighi all of the herd worz, paper work & worry
of running & smell business. 2nd this is one of the things that keeps
us worrying. ¥%e get letters ali of the time from other lesuddries ¢ dry
leaners going out of business, and wenling lo sell itheir old equipment.
Je uyotl one this lesl month from Syrecuse, Ks.
This is hendwriiing on the well!
I'm sorry I got so windy, but I could wite a book on the lest 25 yesrs.

I hive contacted some of the other small dry cleaners al my own expense,
eand lhey secmed to be grateful. ©Co we lLope you will hesr from them too.

Gratefully yours,

‘j:f’f:}, . //”

Lamont Cleaners & Laundry
Mr. & Mrs. Jeck Lamont
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Nu-Way Laundry & Dry Cleaners

PHONE L1 #2748 44881

HUGOTON,KANSAS £67951 1-20-76

hr. Keith Farrar, Representative
State T ouse, 124th District
Yopeks, Heanssas

Yjear ir. Farrar: Re: Boiler| Insuranee

I'irst of all, Jack & I would like to thenk you very much for working
so diligently on this boiler insurance probilem for us.

{n iay 30, 1975, we received & leller from the Dept. of ' abor, informing
us we hed 1o buy boiler insurence under Fenate Bill #521. We thought it

wes jusl to be liapiiity. %e contacted our 3 local insurance agents.
Iyramid Ins. {o. reported to us a $342.00 ann. premium, nol itemized.
te about fainted. " he Citizen State Lank reported the sume thing,

22,00 liepility plus ,160.00 for each boiler for replacement, etc.

The total premiuw Tor three yearswas ,;1,086.00. 25 years ago we bought
& brend new poiler for this emount. we did not| gb agdinst the law, so
we paid & quérterly premium with the Citizen Stete Bank, St. Faul TFire

& larine Insurausce Co., &nd hoping in the meantime we could do something
1o reverse this decision,

fe heve two boilers, one used for back-up which we purchesed for $700.00
from a deiry that went out of business, about two years ago. We had it
connecled for about three hours last year while we were working on our

other boiler. ‘ur first boiler cost 52020.00. .t is about 15 years old,

«e teke very pood cere of our boilers, ia fact, Jack is going down| tomorrow,
on Sundey, and clean the lime from one of them. We just had some tubes
replaced 1his lest yesr. Ve do all of our own work, mainly because we cca-
not efford employees and all of the peper work involved in hiring and the
responsibility of them. ¥We are celebrating our 25th year in business tihis
year, and our local paper is going to give us a wkite-up as soon as we care
lo get together with them. Jeck works,from €:00 a.m. til 6:00 p.m. five days
a week, end T work from 8:00y1il1 2:00iu the moraning every day. I mentlion
this beceuse T den't thiuk we can word many more hours of the day 1o pay

any new pills. .Jack is 54 yeuars old end I am 50 years old. We are working
entirely too herd as it is..

we paid #12.00 enn. inspection fee last year 1975, which included botlh
boilers. Ve were very fond of Mr. Claude Shriver, |[State Boiler Inspector,
who was alweys very helpful, and even inspected our boiler on Sundays, so
he wouldn't vother us on working days. We are sorry he had to retire. Ve
&lso understand the State was trying to cut down on regulations, and get
private busiuness into boiler inspection more. Ye couldn't agree more on

th is one point, but we got 1lhe shafi in the process. This new premium for
both boilers is unrecl, and we cannot afford it. #%e would not mind peying
the $22.00 ann. prem. for liab., ins:(which is higher than we were payiay),
ut where are we to yget the additional 5320.00 without raising our prices.

then you pess this ty'e of legislation in favor of the ins. co., you are
feeding inflation and favoritism. This, in our opinioa, is similar to mal-
practice ins., which the Drs. are fiyshting.
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The Honorable Keith Farrar
September 10, 1975
Page 2

7. Commercial Union Insurance Company
8. Royal Globe Insurance

2. Employers Fire Insurance Company
10. Travelers Indemnity

11. St. Paul Fire & Marine Insurance
12. Zurich Insurance Company

In reply to the final question contained in your letter, to the
best of my knowledge, there were no cost comparison studies
developed prior to the effective date of the new law which would
indicate what additional cost, if any, might be incurred by a
boiler owner. Therefore, I am unable to provide you with this
information.

However, I have been informed by the Kansas State Department of
Labor that their records indicate there are approximately 2,300
boilers within Kansas to which the new law applies. You may also
wish to note that the minimum amount of insurance for which an
insurance company will insure any particular boiler is, in most
cases, $5,000. The manual for Boiler and Machinery insurance as
filed by the Insurance Services Office in Kansas provides for a
minimum of $5,000 limit per accident. The ISO is a rating bureau
authorized to file rules, rates and forms in Kansas on behalf of
various insurance companies which. have elected to become associ-
ated with them. Therefore, companies which use the ISO Boiler and
Machinery Manual without exception cannot provide this insurance
at a limit less than $5,000. This.minimum limit has been deter-
mined by the underwriting procedures of the insurance companies.
(Nine of the twelve companies listed above are associated with the
IS0 for the Boiler and Machinery line of insurance.)

If I may be of any further service to you, please do not hesitate
to contact my office.

Very truly yours,
) N4

o/ ij/f

/Qé{/

Tetcher Bell
Commissioner of. Insurance

FB:1llc
Enclosure



~) FLETCHER BELL

COMMISSIONER OF INSURANCE

e

September 10, 1975

The Honorable Keith Farrar
State Representative
124th District

Route Two

Hugoton, Kansas 67951

Dear Representative Farrar:

Thank you for your letter of inquiry dated September 4, 1975,
regarding the new Boiler Insurance Law (Senate Bill No. 531)

which became effective July 1, 1975. I have enclosed a copy
of S.B. 531 for your convenience and immediate reference.

S.B. 531 contains two basic requirements: (1) it is mandatory
for every person, partnership, firm, corporation or other as-
sociation of persons owning a steam boiler within this state to
maintain boiler insurance, (2) such insurance must provide for
the inspection of the particular boiler (s) being covered, at
least annually.

The basic Boiler and Machinery insvrance policy agrees to pay

for loss resulting from accident as described in the policy to
property of the insured. 1In addition, the basic policy provides
for Property Damage Lisbility coverage which will protect the
insured for amounts he may become obligated to pay because of

his liability for loss to the property of others directly damaged
by an accident. Bodily Injury Liability is available on an
optional basis in connection with the basic Boiler policy.

The list of insurance companies authorized to write Boiler and
Machinery insurance in the state of Kansas is extensive. How-
ever, this department's most recent data indicates that the
following twelve (12) companies were the largest writers of
Boiler and Machinery insurance in the state for the year 1973:

Hartford Steam Boiler Imnspection & Insurance
Mutual Boiler & Machinery Insurance

Allendale Mutual Insurance
Arkwright-Boston Manufacturers Mutual Insurance

Continental Insurance Company
Maryland Casualty Company

YU W

STATE OF KANSAS e STATE OFFICE BUILDING—FIRST FLOOR e TOPEKA 66612 e  913-296-3071




The Honorable Keith Farrar
September 19, 1975
Page 2

Coverage E. Defense, Settlement, Supplementary Payments. Similar
to that of Liability policies, this section provides legal defense,
court and other defense costs, interest on judgments rendered.

Coverage F. Automatic Coverage. Any object similar to those
described in the schedule, which the insured may install at any location
described in the schedule and any object existing in property newly
acquired within the continental United States, except Alaska, is auto-
matically covered from the time of its first operation. The insured
has to notify the company in writing within 90 days after the operation
begins and, of course, must pay an additional premium.

If T may be of any further service to you, please do not hesitate to
contact my office.

. Very truly yours,

I g ,i ol "(7‘ “_\_ ';:i_“:‘{" \ A
Fletclier Bel =
Commissioner of Insurance

FB:1da



CONMMISSIONER OF INSURANCE

September 19, 1975

The Honorable Keith Farrar
State Representative

124th Distict

Route Two

Hugoton, Kansas 67951

Dear Representative Farrar:

This will supplement my letter dated September 10, 1975, which was
in regard to the new Boiler Insurance Law (Senate Bill No. 531). I
wish to provide you with an explicit description of the basic Boiler
and Machinery insurance policy.

There are six coverages in the Boiler and Machinery policy. Except
for Bodily Injury Liability insurance, all of these coverages are
mandatory. This policy is not like a schedule contract, such as the
Comprehensive General Liability policy, where the insured can purchase
only the coverages he desires.

Coverages are as follows:

Coverage A. Loss on Property of Imsured. This is the Property
insurance of the Boiler and Machinery policy. Protection applies to
the insured object, as defined, and to all other property--real or
personal--damaged in an insured accident.

Coverage B, Expediting Expenses, This feature covers the reasonable
cost of temporary repair and of expediting--speeding up--permanent
repalr. [ '

Coverage C. Property Damage Liability. This section protects the -
insured against liability for property of others directly damaged by
an insured accident.

Coverage D. Bodily Injury Liability. Liability protection for
bodily injury arising out of an accident is provided under this feature
of the policy. Immediate medical and surgical relief rendered to others
at the time of an accident is provided regardless of 1liability and
irrespective of the limit per accident.
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PROPOSED BILL NO.

By Special Committee on Federal and State Affairs

Ret: Proposal No. 22

AN ACT relating to criminal procedure; concerning persons acquit-
ted on the ground of insanitys amending K.S.A. 1976 Supp.

22-3428 and repealing the existing section.

Be it enacted by the legislature of the State of Kansas:

Sec. 1. K.S.A. 1976 Supp. 22-3428 is hereby amended to read
as follows: 22-3428. (1) When a person is acquitted on the
ground that he or she was insane at the time of the commission of
the alleged crime the verdict shall be "not guilty because of
insanity," and the person soracquitted shall be committed to the
state éecurity hospital for safekeéping and treatment.

(2) Subiject to the provisions of _subsection (4) of _fhis

sections whenever it appears to-the chief medical officer of the
state security hospital that a person committed under this
section 1is not dangerous to other patients, he or she may trans—
fer such person to any other state hospital.

(3) Subiject to_the provisions of _subsection (4) _of _this

sections any person committed under this section may be granted
convalescent leave or discharge as an involuntary patienpﬁ_&f%ef
-%hff%y——@89+—é&ys~ﬁo%fce~sha}}~have*be&ﬁngiveﬁ—%e—%he—é%s%&fe%—or
conrty—attorneyyr—sheriff-and-distriet-court-of-—the—-ecounty——from

whieh—saehr—persenr—res—committed.

€3y (4) Prior to_the transfer of or tﬁe arant of convales—

cent leave or _discharge _to _any _person . committed _under this

sectiony thirty (30) davs notice shall be given to the district

or county attornev, sheriff and district gourt of the county from

which such person was committed. Within fifteen (15) days after

the receipt of %he such notice preovided-for-in-subsection—¢2+,
R 7A€ 0 UL AR ket he ko'l
the county or _district attorney may requestrfhat a hearing on the

/X



proposed transfer, leave or discharge be—held.-. Upon receiving
&=

any such request the district court shall order that a hearing be

held on the proposed transfer, leave or discharges giving notice

thereof to the state hospital where the pattemt--was--trensferred

person _is _currently under commitments and the court shall order
the-iavretruntary-petient such person to undesgo a mental evalu-
ation by a person designated by the court. A copy of all orders
of the court shall be sent to the #Avelrumtery——-patitent commjtted
person and such petiemtés person’s attorney. The report of the

court-ordered mental evaluation shall be given to the county oL

district attorneys the #aveluntary-pstitent committed person and
such patientss person’s attorney at least five (5) days prior to
the hearing. The hearing shall be held within thirty (30) days

after the receipt by the court of the county or _district

attorney’s request. The %ﬁvof&ﬁ%afy——pé%fen% committed person

shall remain in the state hospital where such person is currently

under commitment until the hearing on the proposed Gtransfer,

leave or discharge 1is to be held. #At-sueh-hearitng-the—court
shatl-determire—whether—the—iavetuntery-patient—contintes—to-be-a
garger—teo-himsetfr-hersetf——or-—others~ The pattemt committed
person shall have the right to present evidence at sweh the hear—
ing and to <cross—-examine any witnesses éalled by the county or
district attorney. At the conclusion of the ‘hearing. +f——-the
court-finds—that-the-patient-eontintes—to—be-a—danger—to-himsetty
hersetrf-—or—-others the court shall crdef—%hg—pa%%eﬁ%—%o—fema%ﬁ—iﬁ
%h&*&%&%&-h@&pfﬁa}r-etherwfse~%he—e&ur%—&ﬁ&%f—aﬁdef——%he——ﬁaéfeﬁ%

diseharaeds make one of the following orders:

(a) If the hearing is held prior to the time_that the maxi-

mum_ sentence for _the _crime committed by the person would have

expired if such person had not been acquifted:

(i) An order that the commjitted person be transferred _from

the state security _hospital _to another state hospitals if the

court finds beyvond a reasonable doubi that such person _is not -

dangerous _to _other patientssi

(ii) an_ _order that the _committed person be granted con=




valescent leave or discharge. if the court finds bevond & reason=

1+ -

able doubt that such _person_is not dangercous to self _or _otherss

or

(iii) an order that the _committed person remain_in_ the

state hospital where such person_is currently _under _commitment,

if _the _court dozs not find bevend a reasonable doubt that such

person _is _not dangerous fo other patients or to self or others,

(b) If the hearina is held after the time_ that Lthe maximum

sentence for the crime committed by the person would heve expired

if such person had not been acauitted:

(i) An order that the committed person be transferred from

Lthe staﬁe securitvy hospital to another state hospital, _if _the

court does not find bevond a reasonable doubt that such person is

dangerous_to _other patientss

(ii) an _order _that _the _committed person be granted con=

reasonable doubt that such person_is dangerous to self or otherss

or

(iji) an order that the committed _person _remain _in _the

state hospital _where_such person is currently under commitments

if the court finds bevond_a reasonable doubft that such person _is

dangerous_to other patients or to self or others,

(5) The costs of all proceedings and the mental evaluation
authorized by this section shall be paid by the county from which

st#elh the person was committed.

¢4+ (6) In any case where the defense of insanity is relied
on the court shall instruct the jury on the substance of this
section.

Sec. 2. K. S. A. 1976 Supp. 22-3428 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the statute book.
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PROPOSED BILL No. .. il

By Special Committee on Federal and State Affairs

»

Re: Proposal MNc. ™80

AN ACT

Be it epacted by _the Leaislature of the State of Kansas:

Section 1. This act shall be known and may be cited as the
boiler safety act, and., except as otherwise herein provided,

shall apply to all boilers in this state.

Sec. 2. As used in this act, unless the context otherwise

requires:

(a) "Boiler® meéns a closed Vessel.in which water or éther
liquid is heated, steam or -vapor is generated or steam is
superheated, or in which any Eombination of these functions is
accomplished, under pressure or vacuum, for use external to
itself, by the direct application of energy from the combustion
of fuels or of electricy, solar or nuclear energy. The term
boiler shall include fired units for heating or vaporizing lig-
uids other than water where these units are separate from proc-
essing systems and are complete within themselves.

(b) “Certificate inspection" means an inspections, the report
of which‘lis used by the chief inspesctor to determine whether or
not an inspection certificate shall be isgued as provided by
section 12.

(c) “Heating boiler" means a steam or vapor boiier operating
at pressures not exceeding fifteen (15) pounds per square inch
guage or a hot water boiler operating at pressures not exceeding
one hundred sixty (1680) pound; per square inch guage or tempera-
tures not exceeding two hundred fifty degrees (250°) Fahrenheit.

(d) "High pressure, high temperature water boiler" means a
water boiler operating at pressures exceeding one hundred sixty

(160) pounds per sqﬁare inch guage or temperatures exceeding two




hundred fifty degrees (250°) Fahrenheit.

(e) “"Power boiler" means a boiler in 'which steam or other
vapor 1s generated at a pressure of more than fifteen (15) pounds
- ber square inch guage.. .

(f) “Secretary" means the secretary of human resources.

Sec. 3. (a) The prqvisions of this act shall not apply to:

(1) Boilers under the control of the United States govern-
ment and

(2) hot water supply boilers which are directly fired with
oily gas or electricity and are equipped with safety relief
valves rapproved by the national board of the American society of
mechanical engineers, if none of the following - limitations is
exceeded:

(A) Heat input of two hundred thousand (200,000) BTU per
hour,

(B) water temperature of two hundred degrees (200°) Fahren-
heit and

(C) nominal water capacity of one hundred twenty (120) gal-
lons. |

(b) The provisions of subsections (b) and (c) of section 11
and .the provisions of sections 12, 13 and 14 shall not apply to:

(1) Boilers located on farms and used solely for agriculture
or horticultural purposes and

(2) heating boilers which are located in private residences
or in apartment houses of less than éix (6), family units.

Sec. 4. (aj The secretary shall adopt rules and regula-
tions, consistent with the provisions of this act, for the safe
construction, installation, inspection, maintenance and repair of
boilers in this statsa. |

(b) Rules and regulations adopted hereunder for construction
of new boilers shall be based upon and at all times follow gener-
ally accepted nationwide engineering standards, formulae and
practices established and pertaining to boiler conétruction and
safety,. Such rules and regulations may incorporate by reference

specitic editionss or portions thereof, of the boiler and pres—



ssel code of the American sociely of wmechanical enginesers.

QO

sure v
(c) Rules and regulations adopted hereundar for the inspec—
tion, maintenance and repair of boilers shall be based iupon  and

Nwide enyineering

€
et
O

at all times. follew ° gcnarally accébteﬂ mat
standards. Such rules and regulations may Incorporate by refer—
ence specific editions, or portions thereof, of the inspection
?ode of the national board of boiler and pressure vessel inspec-
tors and may require the use of such boardss MR stamp for
repairs.

(d) All rules and regulations adopted hereundser shall be
subject to the provisions of article 4 of chapter 77 of the
Kansas "Statutes Annotated, except that rules and regulations
applying to the construction and installation of new boilers
shall not become effective until twelve (12) months after their
adoption by the secretary.

Sec. 5. (a) No new boiler which does not conform to the
rules and regulations governing new construction and installation
shall be installed and operated in this state unless the bhoiler
is of special design or construction which is not inconsistent
with the spirit and safely objectives of such rules and regula-
tions, in which case a special installation and operating permit
may be granted by the secretary, at his or her discretion.

(b) The maximum allowable bressure of a boiler carrying lithe
American society \of mechanical engineers code symbol shall be
determined by the applicable sections of the code under which it
was constructed and stamped.

(c) The maximum allowable working pressure of iz boiler which
does not carry the American society of mechanical engineers code
symbol shall be computed in accordance with the inspection code
of the national board of boiler and pressure vessel inspectors.

(d) This act shall not be construed as in any way preventing
the wuse, sale or reinstallation of a boiler previously installed
in this state, providgd it has been made to conform to the rules

and regulations governing existing installations and provided it

has not been found upon Inspection to be in an unsafe condition.



Sec. 6. (a) The secretary shall appoint a chief inspector
within sixty (60) days after the effective date of this act and
at any time thereafter that the office“of the chief inspector oy
. become vacant. Such ‘chief iqspectchSEHII béﬂéﬂ;ifizen-ﬁf £Bisv
states or, if not available, a citizen of another state, who
shall have at the time of appointment not less than five (5)
years experience in the construction, installation, inspection,
operation, maintenance Or repair of high pressure boilers as a
mechanical engineer, steam operating engineery boiler maker or
boiler inspector and who shall hold a commission issued by the
national board of boiler and pressure vessel inspectors. The
chief inspector shall be in the unclassified civil service and
shall receive such compensation as prescribed by the secretary,
subject to the approval of the governor.

(b) The chieft inspectors if authorized by the secretary, is
hereby charged, directed and empowéred:

(1) To take aétion necessary for the enforcement of this act
and of the rules and regulations adopted hereunder;

(2) to maintain a complete record of all boilers to which
this act applies, which record shall include the name and addresg
of each owner or user and the type, dimensions, maximum allowable
working pressure, age and last recorded inspection of each such
boiler;

(33 Lo publish and make available cbpies of rules and requ-
lations adopted hereunder to any person requesting them;

(4) to issue, or to suspend or revoke for cause, inspection
certificates as provided in section 1235 and

(5) to.cause the prosecution of all vioiators of the provi-
slons of this act or of the rules and regulations adopted here-
under.

Sec. 7. The secretary shall employ deputy inspectors who
shall be responsible to the chief inspector. Each deputy inspec—
tor shall have at the time of appointment not less than three (3)
years experience in the construction, installation, inspection,

operation, maintenance or repair of high pressure boilers as | a



mechanical engineer, steanm operating engineer, boilermaker or
boiler inspector and shall hold a commission issued by the
national boeard of boiler and pressure vessel inspectors, Deputy
ingpep;qrs shall be in the unclassified civil service and shall
IeceiVé‘suchrcoﬁpensation as prescribed by the secretary, subject
to the approval of the governor.

Sec. 8. (a) In addition to the deputy inspectors authorized
by section 7, the secretary, upon the request of any company li-—
censed to insure and insuring boilers in this state, shall issue
to any inspectors of such insurance company certificates of
competlency as special inspectors, provided that each such inspec-
tor shall hold s commission issued by the national board of
boiler and pressure vessel inspectors.

(b) Special inspectors shall receive no salary from,s nor
shall any of their expenses be péid bys the state, and the con-—
tinuance of their certificates of gompetency-shall be conditioned
upcn  their contiﬁuing in the. employ of the boiler insurance
company duly authorized as aforesaid and upon their maintenance
of the standards imposed by This act and'by rules and regulations
adopted hereunder. |

(c) Special inspectors shall inspect all boilérs insured by
their respective companies and, when so inspected, the owners and
users of such boilers shall be exempt from the payment to the
state of the inépection Tfees provided.for in subsection (a) of
section 14. _ '

Sec., 94  (a) A Special inSpectost certificate of competency
may be suspended by the Ssecretary, after due investigation, for
the incompétence or untrustworthiness of the holder thereof or
for wilful falsification of any matter or statement contained 1in
such inspector’s application or in a report of any inspection
made by such inspector. Written notice of any such suspension
shall be given by the secretary within not more than ten (10)
days thereof to the inspector and the inspectors employer.

(b) A person whose certificate of competency has been sus-

pended shall be entitled to apply, after ninety (90) days from



the date of such suspension, for reinstatement of such cer._,-—
icate of competency.

(c) If the secretary has reason to believe that an inspector
Is no longer qualified to hold 5 certificate of rom;etency':ﬁbs_

2n fifteen (15) days written notice to

0]
D

‘Secretary, upon not less {f
the inspector and his or her employer, shall hold a hearing as
Provided in section 16 at which such inspector and his or her
employer shall have an opportunity fo be heard. If, as a result
of such heariné, the secretary finds that such inspector is no
longer qualified to hold his or her certificate of competency,
the Secretary shal] thereupon revoke such certificate of compe-
tency. -

Sec. 10. If a certificate of Competency is lost or
destroyed, a new certificate of competency shall be issued in its
place without another examination.

. Bece 1l. (&) The secretary, the chief inspector‘ or any
deputy idspector shall have free accessy during reasonable hours,
to any premises in the state where a boiler is being installed or
is being constructed for use in this state, for the purpose of
ascertaining whether . such boiler is being constructed and
installed in accordance with the provisions of this act and rules
and regulations adopted hereunder,

(b) Each boiler Used or proposed to be used within this
state, excepf fof boilers exempt under section 3 (owners and
Users may request to waive this exemption), shall be thoroughly
inspected as to construction, installation and condition as fol-
lows:

(1) Power boilers and high pressure,‘high temperature water
boilers shall receive an annual cerfificate inspection which
shall be an internal inspection, where construction permits, or
as complete an inspection as possible, where construction does
not permit internal inspection. Such boilers shall also be
externally Inspected while under pressure, if possible,

{2} Heating boilers shall receive an annual certificate

inspection with an internal inspection every three (3) vears



where construction permits.

(3) All other boilers subject to this section, except those
provided for in subdivision 4 of this subsectionsy shall recejve
an- . annual <certificate inspec?ion Wwith an internal ihébéctiog:}t“
the discretion of the inspector.

(4) Boilers utilizing nuclear energy shéll be inspected and
reported in such form and with such appropriate information as
the secretary shall designate.

(5) A grace period of two (2) months beyond the periods
specified in subdivisions (1), (2) and (3) of this subsection may
elapse between certificate inspections.

(6) The secretary may provides by rules and regulations, for
longer periods between certificate inspections.

(c) The inspections herein required shall be made by thé
chief inspectors by a deputy inspector or by a special inspector
provided fer in this act, ‘

(d) If, at fhe discretioq of the inspector, a hydrostatic
test shall be deemed necessarys, it shall be made by the owner or
user of the boiler.

(e) All boilers, other than cast iron sectlional boilerss to
be installed in this state after the effective date of the first
rules and regulations adopted hereunder applying to the construc-
tion and installation of new boilers shall be inspected during
construction as reduired by the applicable rules and regulations
by an inspector authorized to inspect_boilprs in this state, or,
if constructed outside of the state,‘by an inspector holding a
commission issued by the national board of boiler and preésure
vessel inspectors, |

Sec. 2. (a) The chief inspector, eacﬁ deputy inspector
and each company employing a special inspector, within thirty
(30) days following each certificate inspection made by such
inspector, Vshall file a report of such inspection in the office
of the chief inspector upon the‘approprjate form as promulgated
by the national boardlof boiler and pressure vessel inépectors.

The filing of reports of external inspections,s other than certif-



icate inspections, shall not ke required except when such inspec—

tions disclose that the boiler is in a dangerous condition.

(b) If a report filed pursuant fu qnbsectlnn (al of thlJ i

section shows that a béiler is found +ﬂ fOMDLY with The rules and
regulations adopted hereunder, the owner or user thereof shall
pay directly to the chief inspector the certificate fee pre—
Scribed by subsecfion (b) of section 14y and the chief inspector
or the chief inspector’s duly authorized representative shall
issue to such owner Or user an inspection certificate bearing the
date of inspection and specifying the maximum bressure under
which the boiler may be operated. Such inspection certificate
shall ‘be wvalid for 'not more than fourteen (14) months from its
date. In the case of those boilers covered by subdivision (1),
(2) or (3) of subsection (b) of section 11 for which the secre-
tary has established or extended the operating period between
required inspections pursuant to the Provisions of subdivision 6
of subsection (b) of section It, the certificate shall be valid
for a period of not more than two (2) months beyond the period
set by the secretary. Certificates shall be posted under glass,
or similarily protected, in the room containing the boiler. .

tel No inspection certificate issued for an insured boiler
based upon a report of a special inspector shal] be valid arter
the boiler for which it was issued shall cease to be insured by a
company duly authorled by this state to provide such insurance.

(d) The secretary or the secretary“s authorized representa-—
tive may at any time suspend an inspection certificate if the
boiler for which it was 1ssued cannot be operated without menace
to the public safety or is found not to combly with the rules and
regulations adopted hereunder, The suspénsion of the inspection
certificate shall continue in effect until such boiler shall have
been made to conform to thé rules and regulations, and until said
inspection certificate shall have been reinstated.

Sec., 13. (a) From and after July 1, 1978, it shall be
unlawful for any persons, firm, partnership or Corporation to

operate in this state a boiler without a valid inspection certir-



icate, and the ‘operation of a boiler without such inspect. .
certificate or at a pressure exceeding that specified in such
inspection certificate shall constitute a class C misdemeanor.
Ea;h day_of such unlawful oper§tionvsﬁall be  deemed a separate
offcnse.

(b) It shall be unlawful for any person,y firm, partnership
or corporation to install or operate any boiler in this state or
to construct  any boiler for use in this state in violation of
this act or the rules and regulations adopted hereunder, and any
such wunlawful installation, operation or construction shall con-
stitute a class C misdemeanor. FEach day of wunlawful installa-
Ltions operation or ‘construction shall be deemed a separate
offense.

Sec. 14. (a) "The owner or user of a boiler requiréd Dy
this act to be inspected by the chief inspector or a deputy

inspector shall pay directly to the chief inspectors upon comple-

tion of inspection, inspection fees in accordance with the

following schedule:
(1) Power boilers and high pressuré, high temperature water
boilers: |
Certificate Inspections
Boilers of 50 sq. ft. of heating surface or 1ess ......... $10.00
Boilers over 50 sq. ft..of heating surface and less
than 4,000 5q. ft. of heating SUTFACE .. eseenooteennnnn.. 15.00
Boilers of 4,000 sq. ft. of heating surface or more
and less than 10,000 sq. ft. of heafing SUFTECE ewee s wrmon 20l
Boilers of $10,000 sq. ft. of heating surface or more ..... 30.00
| | External Inspections '
Boilers of 50 sqg. ft. of heating surface or 1€SS .......... $8.00
Boilers over 50 sq. ft. of heating SUIrface .seeeceeescoesses 10.00
Not more than the equivalent of the certificate and external
inspection fees shall be -charged or collected for any and all
inspections as above of any boiler in any one year. |
(2) Heating boilers:

Certificate Inspections



tions adopted hereunder, may request a hearing thereon. Such
hearing shall be conducted by the secretary. The person reguest-—

ing the hearing shall be entitled tc be present at such hearing

=

aﬁu to be represented by counsel. The secretary, within thirty
(30) days of such hearing, shall issue an order approving, disap-
proving or modifying the original act or determination..and shall
give written notice of such order to the person who recuested the
hearing.

(b) Any person aggrieved by an order of the secretafy made

pursuant to subsection (a) of this section, within thirty (30)
days of notice of such order, may appeal such order in the manner
provided by law.
ﬂ Sec. 17. No citys county or other political subdivision of
this state shall have the power to make any laws, ordinances or
resolutions providing for the construction, installation, inspec-
tion, haintenance and repaif of boilers within the limits of such
citys county or political subdivisiony; and any such laws, ordi-—
nances or resolutions heretofore made or passed shall be void and
of no effect.

Sec. 18. If any provisions of this act or the application
thereof to any person or circumstances is held invalid the inva-
lidity does not affect other provisions or applicatibns of the
act which can be given effect without the invalid provisions or

application and to this end the provisions of this act are sever-

able.

Sec. 19. This act shall take effect and be in force from

and after its publication in the statute book.




Heating boilers without 8 manhole ssssssesavwesnesss IPREIEN - - 0 .
Heating boilers with a manhole ...ccceccedcsocancensncseaans 12.00
Hek - alel.-spDdy. DO110T5 v swyce wonw wis s wavisielpn we » TR < 8¢,

Not more than one fee shall be charged or collected for any
and all inspections as above of any heating boiler 1in any
required inspection period. .

(3) Hydrostatic tests:

ihen it 1is necessary to make a special trip to witness the
application of a hydrostatic test, an additional fee based on the
scale of fees applicable to a certificate 1inspection of the
boiler shall be charged.

(4) All other inspectionss including shop inspections, spe-—
cial inspections, of secondhand or used boilers made by the chief
or deputy inspector shall be charged for at the rate of not less
than $75 ror one half day of four hours, and $125 for one full
day of eight  hours, plus all expenses, including traveling and
holal.

NSecondhand® shall mean an object which has changed owner-—
ship and location after primary use.

(b} The owner or user of a boiler for which an inspection
certificate is to be issued pursuant to subsection (b) of section
12 shall pay directly to the chief inspectors before issuance of
such certificate, a certificate fee of five dollars §$5).

(c) The chief inspector shall péy daily to the secretary
all moneys received from the fees established hereunder, and the
secretary shall remit all such moneys to the state treasurer at
least monthly. Upon receipt of such remittance, the state trea-
surer shall deposit the entire amount thereof in the state trea—
sury to the credit of the state general fund.

Sec. 15. The chief inspector and each deputy inspector
shall be required to furnish bond under the provisions of article
41 of chapter 75 of the Kansas Statutes Annotated.

Sec.s 16, (a) _Any persoh aggrieved by any act or determi-
nation of the secretary or of the chief inspector, performed or

made pursuant to the provisions of this act or rules and regula-
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ALTERNATIVES

Retain Senate Bill 531 and the mandatory insurance requirement but
add inspection standards. Also stipulate or name the agency responsible

for adopting and enforcing the standards.

Repeal the compulsory insurance as provided for in Semate Bill 531 but
retain the mandatory inspection for boilers and reinstate a State Inspection
Program. This could alleviate the insurance market problem and, more -
particularly, permit the owners of "boilers" to comply with minimum safety
and inspection requirements without incurring the additional costs of

insurance protection.

Retain the compulsory insurance and inspection requirements but add an optiomn
for a boiler owner to become a ""Self-Insurer". This concept is available

in Workers' Compensation and the "No-Fault" Law. Standards for self-insurers
could be determined by an agency of the state who could also be the same

agency responsible for establishing standards of safety for boilers.
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MEMORANDUM

To: Special Committee on Federal and State Affairs
From: Mary Torrence, Revisor of Statutes Office
Re: Proposal No. 21 - Due Process Requirements for Defendants Found

not Guilty by Reason of Insanity

The following are possible amendments which would meet some of the
due process and equal protection problems of the Kansas statutes relatinc
to commitment of incompetent and insane criminal defendants.

Defendants Incompetent to Stand Trial

1. An amendment making the standards and procedures for commitment
of an incompetant defendant the same as those provided for
civil commitments. (This would require, at a minimum, a
jury determination that the defendant is dangerous to self
or others.) '

2. An amendment requiring civil commitment procedures to be
instituted if, after a reasonable time, there is not a sub-
stantial prObabllltY that the defendant will become competent ir
the foreseeable future.

3. An amendment requiring civil commitment procedures to be
instituted at the time a defendant is found incompetent.
(This is an alternative to suggestions 1 and 2 and would
make those amendments unnecessary.) ;

Defendants not Guilty by Reason of Insanity

1. An amendment providing that, after the maximum sentence for
- the crime has expired, the defendant may apply for discharge
in the same manner and under the same procedures and
standards as a civilly-committed person.

2. An amendment requiring that, after the maximum sentence for
the crime has expired, there shall be periodic court review
of the need for continued confinement, such review to be
conducted in the same manner and under the procedures and
standards as review of civil commitments.

3. An amendment requiring civil commitment procedures to be
instituted when the maximum sentence for the crime has
expired. (This is an alternative to suggestions 1 and 2
and would make those amendments unnecessary.)



