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Chairman Mainey called the meeting of June 9 to order, and reported to the
Committee that Seantor Donn J. Everett, Vice Chairman, would not be able to attend, but
would be present the following day. He also said that Representative August (Gus)
Bogina and Representacive Robert H. Miller could not attend the June meeting.

Chairman Mainey introduced the Committee Secretary, Shirley McClure, and
asked Ramon Powers of the Legislative Research Department to introduce other staff
members of the Legislative Research Department who will be working with the Committee.
These staff members are Hank Avila, who was present, and Ron Smith, Julie Mundy, and
Emalene Correll, who were not present. )

Chairman Mainzay directed the attention of Committee members to a letter from
Governor Robert F. Bennett with .an attached letter from the Kansas Energy Office recom-
mending certain subjects for interim study. It was explained that if the Committee wanted
to consider any of the Energy Office proposals, it must consider the recommended topics
under the proposals which were assigned to the Committee or request that the Coordinating
Council assign the topics to the Committee as separate proposals. Chairman Mainey then
acked Ramon Powers to outline the proposals which were assigned to the Committee. Mr.
Powers furnished Committee members with memoranda on Proposal Nos. 19, 20, 22, 23, and
explained that memoranda on Proposal Nos. 21 and 24 were being completed and would be
available next week. (Copies of these proposals are attached ta the minutes.) Mr. Powers
explained the proposals and summarized the memorandum on each of the following:

Proposal No. 19 - State and Federal Energy Conservation Activities
Proposal No. 20 - Rate-Making Principles and Rate Structures
Proposal No. 21 - Energy Research and Production

Proposal No. 22 - Construction Work in Progress

Proposal No. 23 - Municipal Utility Rates and State Jurisdiction
Proposal No. 24 - Wheeling of CElectrical Power




Following the review of the proposals, Mr. Powers said that a review of rate-making

- principles has been arranged and would be presented by representatives of Elmer Fox,
Westheimer and Company, at the Friday meeting in Hearing Room B of the Kansas Corporation
Commission offices.

Chairman Mainey then introduced James Newman, Regional Administrator of the
Federal Energy Administration (FEA). Mr. Newman gave Committee members a brief liscing
of the major goals of the National Energy Plan. A copy of the Plan was handed out to
members, with additional copiles available at the Kansas Energy Office. Mr. Newman
emphasized the seven goals for 1985 of the Plan which are:

1. To reduce the annual growth of total energy demand to below 2 percent;
2. To reduce gasoline consumption 10 percent below its current level;

3. To reduce o0il imports from a potential level of 16 million barrels
per day to 6 million, roughlyone-eighth of total energy consumption;

4. To establish a strategic petroleum reserve of one billion barrels;

5. To increase coal production by two-thirds, to more than one billion
tons per year;

6. To bring 90 percent of existing American homes and all new buildings
up to minimum energy efficiency standards; and,

7. To use solar energy in more than 2% million homes.

Mr. Newman also pointed out that there are 112 individual issues requiring legislation

to implement the National Energy Plan. He said that all states had been asked to submit
energy conservation plans, and federal funding would be distributed for implementation

for those plans. Kansas, to date, has not submitted a plan to the regional office of

FEA, however, one is forthcoming in the immediate future. Mr. Newman was asked to comment
on other state energy plans he had seen, but said he had not studied other state plans
sufficiently to comment at this time. He did comment that he expected the Kansas plan

to be quite different from the plans submitted by Nebraska, Iowa,and Missouri because of
differences in natural resources of the states.

Mr. Newman was asked to interpret the fourth paragraph on page 67 of The
National Energy Plan. The question was posed, '"Is the federal government on the verge
of regulating power plant siting to assure implementation of the Mlean Air Act?"
Mr. Newman stated that he did not believe the federal government will pre-empt the
state's right to decide on locations for power plants.

Chairman Mainey thanked Mr. Newman for appearing before the Committee, and Mr.
Newman offered his assistance to the Committee in its interim study work.

The reqiest was made to have Acting-State Energy Director, Dr. Robert Robel
of Kansas State University, appear before the Committee to explain his reason for criticisms
of President Carter's National Energy Plan.

Following a short recess, the Committee set dates for the future meetings, and
agreed to determine, at a later date, any additional meetings which may be necessary.
The schedule of meeting dates for the interim is as follows:

July 11-12
August 22-23
September 21-22
October 13-14
November 10-11

It was suggested that the Committee review the activities of the Division of
the Environment as it relates to energy in the Committee's study of one of its proposals.

Chairman Mainey pointed out the problem of completing interim committee reports,
and suggested that the Committee not plan for a December meeting in order to allow the
staff sufficient time to complete the Committee's reports. He also suggested that a letter
be directed to the Legislative Coordinating Council with the suggestion that all interim
committees complete their studies prior to December L.



‘ Ramon Powers asked that the Committee advise him as to conferees the Committee
woudl like to have present at future meetings. It was suggested that the Department of
Administration be contacted to discuss its purchases of automobiles for the state motor
pool; the question was asked why the state continues to buy large four-door sedans,

It was also suggested that the authors of original draft of the State Energy
Conservation Plan be present at the meeting when the Plan is reviewed. A letter requesting
information on the status of the conservation plan was suggested. Finally, it was suggested
that publicity be given to the issues being studied by this Committee so that the Commit-
tee can get input from the general public for future hearings.

Chairman Mainey stated that all meetings of the Special Committee on Energy are
open to the public. He announced that, following noon recess, the Committee would recon-
vene at 1:30 p.m. in Hearing Room B of the Kansas Corporation Commission offices on the
fourth floor of the State Office Building.

The Committee recessed for lunch.

The Committee reconvened at 1:30 p.m., in Hearing Room B of the Kansas Corpora-
tion Commission. After calling the meeting to order, Chairman Mainey turned the meeting
over to Commissioner G.T. VanBebber who introduced Commissioners Pete Loux and Bill Gray,
. and other members of the Kansas Corporation Commission staff who were present.

Committee members were given copies of "Summary of KCC: Organization, Objectives
and Effect on Economic Development,' and pamphlets entitled '"Guide to Meter Reading,'" and
Guide to Rate Hearings' (both published by KCC), and an organizational chart of the Commis-
sion. These materials are attached.

Commissioner VanBebber briefly reviewed rate regulating, explained the structure
of the Corporation Commission, and summarized the jurisdiction of the Commission. His
presentation centered principally on the Commission's jurisdiction over public utilities
and its responsibilities in the area of the conservation of gas and oil.

In his discussion of the jurisdiction of the KCC, Commissioner VanBebber
outlined the procedure followed by the Commission in hearing a rate case. He explained
that first there is an application for a rate increase which staff reviews. Then follows
the field work which might take three to four months in a typical case. Pre-filed
testimony is presented by the applicant, intervenors, and staff. Finally the Commissioners
hear testimony in a formal hearing. A staff attorney is provided to help members of the
public present testimony to the Commission. Following the formal hearing, the Commissioners
deliberate before issuing an order in the case. According to Commissioner VanBebber,
the Commission's activities are fully open to the public; the Commissioner's deliberations
in any particular case involve d.scussions among the members of the Commission which are
protracted in nature, consequently there generally is no formalized closed process even
in the deliberations on cases.

Discussion then focused on the cost of an investigation in a rate case. It
was revealed that the expense to a utility of applying for a rate increase is considered
a legitimate business expense and eventually is borne by the rate payer. The Commission
does have some latitude in determining whether every expense attributed to developing
a case is an allowable business expense for rate-making purposes. The Commission's
authority in allowing such expenses is set by law and has been interpreted in certain
instances by the Courts.

The question then arose as to how much of a utility's advertising is a legiti-
mate business expense and allowed to be placed in the rate base. Again, the Commission
has some latitude, according to Commissioner VanBebber, to determine whether certain ad-
vertising expenses should be allowed. The Commission does deny the inclusion of promo-
tional advertising in a rat: case, and lobbyving expenses are disallowed. To completely
eliminate advertising expenses from the rate base, a statute would be required, according
to Commissioner VanBebber. Reasonable contributions must be allowed although there is no
formula for determining the meaning of '"'reasonable." The Commission has not allowed all
contributions as an allowable business expense in the past.

There followed a brief discussion of whether the KCC should be the state agency
that should administer, develop, and implement the state energy conservation plan.
Commissioner VanBebber suggested that the Commission was concerned with certain elements
in the plan, and that other state agencies also had a vital interest in the development
of other elements to the Plan. He suggested that technical expertise from the appropriate
agency should be used by the Kansas Energy Office. Commissioner VanBebber did state
that the KCC was not consulted by the original authors of the first draft of the energy
conservation plan, however, the KCC was consulted and did make suggestions for revisions

of the Plan.



The question was then posed as to when there will be a decision on the construction-
work-in-progress (CWiP) issue, Commissioner VanBebber stated that it was his understand-
ing that the Supreme Court had not decided whether it or the Court of Appeals will hear
the case. After the brief discussion of CWIP, Commissioner VanBebber stated that the con-
sultants will discuss the issue more fully the following day in their review of rate-
making principles.

A legislator then asked if the Commission had the power to require a certain
level of o0il and gas production. Commissioner VanBebber stated that by statute the KCC
is authorized only to fix allowables (maximum rates of production) for producing wells and
to set the spacing of wells. This authority is only in the area of protecting the wells
for conservation and safety purposes.

The issue was then raised as to whether Kansas could enact legislation to
keep its own production of natursl gas in the state. This was proposed in S.B. 233
during this past Session. It was the opinion of Commissioner VanBebber that federal
constitutional requirements concerning interstate commerce prohibit the state from
restricting sales of gas produced in the state to users in the state. The KCC does not
have control over long range sales of gas unless they are in the intrastate market,
according to Commissioner VanBebber.

In the matter of the environmental aspects of central power plant stations,
the KCC has no jurisdiction except in rate setting according to Commissioner VanBebber.
The waiver granted to Empire District Electric Company to use higher sulphur coal was
granted by the Division of the Environment of the State Department of Health and Environ-
ment, not the KCC, he noted. :

Commissioner VanBebber then discussed briefly the activities of the KCC
involving statewide investigations:

1. Single certification districts (i.e. the territories bill, 1975 H.B.
2047 passed in the 1976 Sessien). The KCC has engaged an cutside en-
gineering firm to do the mapping. The target date for completion of
the mapping is July 1, 1978.

2. Establish a Uniform Plan of Curtailment. The KCC hired consultants
and after a thorough study of the matter, an order establishing the
Plan was issued.

3. Uniform Fuel Adjustment Clauses. Again the Commission hired consultants
to do the study which has been completed and an order recently issued
to provide for uniform fuel and purchased gas adjustment clauses.

4. Insulation Standards. The XCC issued a show cause order and held a L
hearing on the matter. Issuance of an order implementing the insula-
tion standard has been delayed until the fall. (The order was issued
June 28, 1977.)

Commissioner VanBebber then stated that the KCC was considering issuingorders in the
following areas:

1. TInvestigation of line extensions of phone companies and their charges.

2. 1Investigation of late charges and deposit requirements of utility
companies.

3. Conduct survey of conservation gas and alternative rate structures
for electric utilities under H.C.R. 5031.

In a discussion of the curtailment powers of the KCC, Commissioner VanBebber
noted that curtailments do not extend to the end use of natural gas. A curtailment
schedule, he stated, is based on the tariff filed by a particular company with the KCC.
(A tariff is the filing with the KCC of the rate or condition of service of the company.)
The KCC only has the statutory authority to approve or disapprove tariffs that have
been filed with the Commission.

The discussion returned to the matter of utility rates. Commissioner VanBebber
stated that there are sometimes questions about the quality of management of a particular
company. Recently the Commission ordered management audits of two utilities, but those
audits have not been completed. The problem is determining whether a particular company
is being run efficiently and competently so that the Commission is assured that when
it allows certain expenses in its rate case, it is assured that the company will be able
to operate efficiently with a certain assured rate of return.



The question was raised as to KCC jurisdiction over the wheeling of electrical
power as it relates to Proposal No. 24. Staff briefly reviewed the background of the
proposal., Commissioner VanBebber stated that the KCC does not have jurisdiction over
the Twin Valley Electric's purchase of electricity from KPL. It was also stated that
the fuel adjustment costs are always attached to any sales for resale whether they are
intrastate or interstate.

Inadiscussion of fuel adjustment reporting, the question was asked as to how
soon the Commission staff picked up discrepencies. Under the present monthly reporting
system, discrepencies are picked up after the end of each month, according to Commissioner
VanBebber. Under the old reporting system the problem was not in the timeliness of report-
ing, but in the fact that each system had its own accounting procedure which made the
post auditing of the accounts more difficult. It will be much easier under the new
system, according to the Commissioner.

If the municipal utilities were placed under the jurisdiction of the KCC,
the subject of study Proposal No. 23, how many additional utilities would be brought
under the KCC, a Committee member asked! Commissioner VanBebber first stated that
the KCC has jurisdiction over l8lutilities (46 telephone companies, 36 rural electric
companies, 6 investor-owned utilities, 18 gas companies, 12 radios, 6 water systems,
and the reamining are municipals over which the KCC has jurisdiction over part of the
system, i.e. municipals that extend beyond the three-mile perimeter of a city). If
municipals were put under the KCC's jurisdiction, a total of 131 additional utilities would
be involved according to Commissioner VanBebber, and additional staff and space would
be needed to handle the load.

When questioned about work done on rate structure changes, Commissioner VanBebber
answered that no studies have been conducted on "Time-of-Day'" rates and that the Commission
has ordered cost of service studies and encouraged seasonal rate use. The KCC has declined
to order a "Life-Line'" rate study since statutory change would have to be made before a "Life
Line" rate could be implemented. ICC has encouraged utilities to study "Time-of-Day"
rates, and one such plan has been submitted by Kansas Gas and Electric Company (KG&E). He
told the Committee that "Time-of-Day' rates which have been extensively used in Europe
are now being discarded, and he noted that new studies show that "Time-cf-Day' rates are
not a real conservation tool. The Commissioner stated that he personally felt the better way would
be to permit utilities to shut-off certain appliances at peak periods (ripple control),
but there is need for meore data in this area.

Commissioner VanBebber described briefly the Electric Power Research Institute's
function. He noted that a surcharge on all electric bills of customers of investor-owned
utilities funds the Institute. TFor the first time research funds of the Institute will
oe used in Kansas, according to the Commissioner.

In a brief discussion of the proposed coal slurry pipeline, Commissiloner
VanBebber stated that if it is built, jurisdiction over the pipeline would probably
be with the Interstate Commerce Commission.

A question was raised as to the financial condition of the 0il Well Plugging
Fund. The fund fluctuates considerably depending on drilling activity, but there was
a fund increase in 1976, according to the Commissioner, and he anticipated no serious
problem with the Fund.

The Commissioners reported on the recently approved Commission order regarding
the solar rate application of KG&E which allows homes partially heated by solar systems
to qualify for all-electric rates if the homes contain storage for solar energy.

Chairman Mainey thanked the Cormissioners and their staff for the review, and
he requested that the Committee have a KCC staff member present at their meetings on
the proposals being studied. Commissioner VanBebber said that the Commissicn wants
direction from the Committee as to what the KCC should do in regard to H.C.R. 5031.

The Committee members were taken on a tour of the entire offices of the Kansas
Corporation Commission, and the meeting was recessed until the following day.

During the tour, the Commissioner stated that the Commission needs some additional
personnel such as an economist and a rate design engineer to more effectively fulfill
its responsibilities in regulating utilities. These additional professional staff would
enable the Commission to make less use of expensive services of outside consultants.



June 10, 1977

Chairman Mainey called the meeting to order at 9:00 a.m. and introduced Commis-
sioner VanBebber, who in turn introduced the representatives of Elmer Fox, Westheimer &
Company, a public accounting firm that does consulting work for the Kansas Corporation
Commissicn on rate cases. Representatives of the firm were Bruce Morman, and Mike Wright.
Prior to their presentation, the consultants distributed an outline of the presentation
and informed the Committece that they welcomed anv comments or questions from the people
present concerning the presentation.

The presentation began with a description of the characteristics of a utility;,
The consultants explained that a utility operates best in a natural monopoly situation
because of the capital requirements needed to provide their product, i.e., energy. They
stated that competition is impossible within the utility industry bec@use of these
capital investments requirements. Further, it was explained that a utility is allowed
to earn a reasonable rate of return but that it is not guaranteed that they will earn that
profit. Because there is a lack of natural competition, the regulatory agency such as
the KCC, acts as a substitute for this lack of ccmpetition to protect the consumer and
control excess profits. In addition, it was explained by the consultants that there are
at least three various levels of regulatory agencies existing in the United State ranging
from local regulatory agencies in various states to the federal regulatory agencies.

In the discussion of what constitutes generally accepted rate making principles,
a question was asked by one Committee member about the use of management audits in addi-
tion to financial audits in rate cases. The consultants answered that management audits
are used occasionally to supplement the financial audits in order to enlarge the scope
of factors considered in the determination of a rate case. The problem is that therz is
not set procedure for providing incentives for well managed companies and penalizing
badly managed companies in monopoly enterprises.

Next a definition of various key terms used throughout the remainder of the
presentation on the prinicipals of rate making was presented. Some of these key terms
were: capital intensive, rate base, income statements, synchronization, capitalization,
test year, reserve deficiency, normalization, annualization, use and required to be used,
below the line, cost of service formula, and AFUDC. Each of these terms were carefully
defined by the consultants. In explaining the concept of synchronization, that is matching
income produced with the rate base used to generate the income and the capitalization
financing the rate base, the consultants used data supplied from a previous rate case
filed by KG&E to explain the three major factors involved in this process. These three
major factors are: (1) operations; (2) capitalization; and (3) rate base.

Components of operations are: operating revenues and operating expenses.
Components of capitalization are: debt, preferred equity, customer related equity, anq
common equity. Components of the rate-base are: plant in service, material and supplies,
prepayments, and working capital. The presentation then moved into a detailed exp%anaFlon
and analysis of the three major factors mentioned above in the process of synchronization.

The first factor which was discussed at length was rate base. The major
components cof a rate base are: the electric plant in service, the reserve for depreciatiom,
and either plants held for future use, which is identified in an allowance for funds
used during construction (AFUDC) account or construction working progress, (CWIP).

Also in the rate base is a component that is known as working capital. This includes

the fuel stock, plant materials and operating supplies, pre-payments, and cash flow. In
considering the above components used in determining a utilities rate base, an accounting
firm, such as Elmer Fox and Westheimer, also considers the valuation of the property
resources involved, the proper accounting treatment of the various components, the idea
of used or useful rendering of a utility, whether there is an obsolete or retired plant
included in the rate base, and the normal levels of working capital items. It was noted
by the consultants that Kansas uses the original cost of a plant to value the assets

that the utility owns, and also that the overhead costs are included with the original
costs to determine the value of assets.

There are two primary methods of computing a rate base, the average or the
end of period method. The average method is when a utility has had an extreme fluctuation
in income generation and expenses, and, has decided that they want to average out these
factors over a given period of time. The end of period method takes a specific date
at the end of a year which they would decide to use. Use of the end of period rate base
reduces the regulatory lag which results in periods of high inflation when the average
year is used. Some states are experimenting with the use of a projected year for electric
utilities. Using either one depends on the utility's business cycle preceding the rate
request.



A question was raised as to an explanation of cash working capital. The con-
sultants stated that cash working capital is the money allowed a utility to pay bills
off prior to receiving revenues from rate payers. A Committee member asked for a more
detailed explanation of reserve for depreciation. It was stated that a reserve for depreciatior
is set up by a utility because an asset wears out every year that it is in use, but at the
same time it also is generating revenue each year. The wearing out of the plant is
then charged to the operations. Sometimes there is a need to change the depreciation
schedule periodically to maintain its accuracy. The principle purpose of an accounting
audit is trying to match the usage with revenue of a plant over a period of years.

Next in the discussion of rate base were the two controversial principles of
either using CWIP or AFUDC. 1In their discussion of CWIP, the conferees stated that CWIP
throws off the entire process of synchronization between the three factors mentioned
earlier, that is: operations, rate base, and capitalization. Because CWIP is placed
under operating capital but does not produce or generate any income, it creates an in-
balance between the three factors. Briefly stated, the consultants noted the arguments
against CWIP could be summarized as follows:

1. Who should pay for the plants, i.e., current customers for future use or
future customers who use it?

2. A future plant is not used to serve the present customers.

3. In terms of this generation of rate payers, some may pay now but
never use it. This is especially true when considering the high
rate of migration among the American populace.

4. CWIP tends to shift the risk of building plants from the utilities
themselves to the customers.

5. CWIP tends to make the rate payer a creditor to the company the
same as the stockholder.

Arguments that favor CWIP can be summarized as follows:

1. The problems encountered in raising large amounts of capital for future
plants dictates the need for raising some of the revenue now in order
for the plants to be built.

2. The time required to build new plants is of such length, that the money
needed to build that plant has to be spread out over a period of years.

3. CWIP brings in greater cash flow to the utility.

4. By gradually rolling in the increase in rates to pay for the plant,
the customer will not have a severe rate increase at one time when the

plant goes into operation.

5. Overall, the utility's claim that including CWIP in-a rate base would
lower the total cost to ratepayers.

Following this part of the presentation on CWIP, a question was raised as
to what CWIP in the race base does to the taxes that a utility piys. The consultants
explained that with CWIP in the rate base, the income taxwill take $1 of every
$2 that are accumulated through this method.

In explaining the allowance for funds used during construction (AFUDC), the
consultants pointed out that during the time a plant is being constructed, the utility
is incurring a capital expense that they are not making any money on. Because of this,
AFUDC provides the utility a method of getting back a return on the money it has tied
up in construction but charging the customers for it only after the plant is put in service.

Components of the operation factor can be put into a working formula that will
give you the cost of the service. The formula reads: RR = E + D + T + R. What this
represents is: revenue requirements equal expenses plus depreciation plus taxes plus
the rate of return times net plant in service. This formula will give you the rate base
necessary to operate a utility. In determining the cost of operations, accountants %ook
for the following items: (a) a representative test year, that is a 12-month period in
which the utility is going to base the rate application on. (Is this test yecar representa-
tive of the overall past operation?); (b) proper matching of income statement with the present rat



base. (There are two major adjustments that accountants make in matching the income
statement with rhe rate base. The first cne is annualization which spreads certain items
that a utility pays for on an annual basis, such as taxes, over a full year. The other
major adjustment is normalization. This is the adjustment to a historically determined
normal level, the operating abnormalitices that may have occurred in the designated test
year, such as an extreme amount of maintenance required within one 12-month period cver
and above what is usually required in that 12-month period); (c) a proper mix of sales,
fuels and purchases vs. generation is taken intec account; (d) making out of period
- adjustments; (e) consideration of the depreciation rates; (f) taking into account the
cut-off at the beginning and end of the test year; and (g) income tazes. (In relatiecn
to income taxes there are two approaches used by accountants for figuring a utility's
taxes. The first one is called the flow-through process. In the flow-through process,
a utility is allowed all the deductions it is eligible for and at the same time then the
rate payer is allowed the same deductions. The other process is called normalization.
This is where the rate pavers are paying more in taxes than the utility and therefore the
accountants move towards normalizing the tax pay outs. -What normalization of taxes does
is that it increases the cash flow of a utility.)

In the discussion of the last major factor in the synchronization process, it
was pointed out that there are four major components to capitalization or capital
structure. They are: debt which is made up of mortgage bonds, pollution control
revenue bonds, and notes payable or commercial paper. Secondly, preferred equity is
made up of what is termed preferred stock. Thirdly, customer related equity is derived
from customer advances, customer deposits, accrued interest on customer deposits, reserve
for injuries or damages, deferred income taxes on liberalized depreciaticon, and deferred
investment tax credits. Finally, common equity consists of common stock, premium on
capital stocks sold, job development investment credit, and retained earnings.

Following the presentation, extensive discussion was carried on by the Committee
with the consultants on various aspects of the presentation. Chairman Mainey expressed

his appreciation for the consultants’ time for their excellent presentation. The Commit-
tee was adjourned.

Prepared by Ramon Powers

Approved by Committee on:
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MEMORANDUM
June 6, 1977
TeYs Specieﬂ Committee cn Energy
FROM: Ramon Powers, Kansas Legisiétive Research Department

RE: Proposal Ne. 20 - Rate-Making Principles and Rate Structures

: The Special Committee on Energy is charged with conducting a study of
rate-making principles and alternative rate structures which have been adopted in other
states; and a review of bills from the 1977 Session concerning utility rates and the
implementation of H.C.R. 5031 by the State Corporation Commission which directs the
Comimission to study rate structures.

- At this first meeting of the Committee, a discussion with members of the
State Corporaticn Commission has been arranged so that the Committee can review the
Commission's proposed implementation of H.C.R. 5031. On the second day of the
meeting, a review of rate-making prineciples by representatives of Elmer, Fox,
Westheimer, and Company of Wichita, consultants to the State Corporation Commission
on rate-making matters, is scheduled.

This memorandum reviews bills from the 1977 Session concerning utility
rates and alternative rate structures which have been promoted or adopted in other
states. .

1977 Session Bills and Resolutions Coneerning
Utility Rates

House Bill No. 2405 would have prohibited retail electrie suppliers from
*harging any resigential or commercial customer who had installed a solar energy
systern an electric rate above the rate to which the customer would normally be
entitled.

This bill passed the House and the Senate Energy and Natural Resources
Committees. The Senate Committee of the Whole amended into the bill a provision
whereby no late payment penalty or interest could be charged until after the payment
had been overdue 30 days or more. Also the late payment penalty could not exceed two
percent per month on the unpaid charge. H.B. 2405 was in conference committee when
the Legislature adjourned. ¢

House Bill No. 2476 would have directed the State Corporation Commission
to require moentily reports on fuel adjustment charges made by public utilities. The
Commission would have been directed to use the reports in monitoring the effects of
energy cost adjustments and would have been required to audit the reports. The
Commission would have been further instructed to establish uniform energy adjustment
clause language and methods for calculating adjustments.

This bill remains in the House Energy and Natural Resources Committee.
During the 1977 Session the Commission issued an order directing utilities under its
jurisdiction to provide extensive and uniform reporting of fuel adjustments.
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House Bill No. 2472 proposed to set maximum rates for natural gas and
electricity which could be cnarged to senior eitizens (60 years and older) whose income
is less than $4,000 per year. The rate limit for those eligible under this proposal would
be three cents per kilowatt hour for the first-5,000 kilowatt hours of eleetricity and
$1.00 per mef for the first 100 mef of natural gas used. The identification of eligible
Kansas citizens would be determined by the State Corporation Commission with the
assistance of the Kansas Department of Revenue.

The bill remains in the House Energy and Natural Resources Committee.

Senate Bill Ne. 182 would have prohibited the State Corporation Commission
from including in any public utility's rate base the costs incurred by the utility in its
advertising programs or in its lobbying efforts. The bill would have further disallowed
from ineclusion in the rate base that portion of any employee's salary which exceeds the
statutory salary of the Governor.

This bill remains in the State Transportation and Utilities Committee.

H.C.R. 5031, which was enacted, directs the State Corporation Commission
to study the feasibiiity of permitting gas utilities under its jurisdiction to consider
"conservation gas' (gas saved as the result of properly insulating homes, equipping
therimostats with automatic controls, and installing furnace meodifications designed to
improve efficiency) as an additional natural gas supply option. The commission will -
consider in its study the possibilities of financing these improvements by including the
incurred costs in the rate bases of the utilities or recovering the costs from the
benefitting custemers. The study will also include an evaluation of the feasibility of
permitting electric utilities to finance and install energy conservation improvements in
residential structures and procedures for recovering the costs of the improvements.

H.C.R. 5031 also directs the State Corporation Commission to study
alternatives to existing rate structures of jurisdictional eleec*ric utilities. The
Commission is to report its findings and recommendations to the President of the
Senate and the Speaker of the House of Representatives by the 1978 Legislative Session.:

In directing the Commission to study alternatives to the present rate

structures of electric utilities, the Legislature included in H.C.R. 5031 a list of subjects

to be considered in the study:

(1) Discount prices for consumers who achieve a decrease in their
consumption of electricity.

(2) Placing all future rate increases on the tail blocks of the existing
decreasing block pricing structure so that in time an inereasing block pricing structure
will be achieved.

(3) Inverting the rate structure to achieve immediately an increasing block
pricing strueture.

(4) Requiring néw metering which would enable higher prices for
consumption of electricity at the demand peaks each day.
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(6} Marginal cost pricing, that is, pricing of all eleetricity at the eost of
producing the last unit of electricity at the most recent plant, rather than average cost
pricing which is currently usad.

-

The State Corporation Commission is to report its findings and recommenda-
tions to the President of the State Senate and the Speaker of the State House of
Representatives no later than the commencement of the 1978 Session of the Kansas
Legislature. '

Alternative Rate Struectires

In & recent hearing before the State Corporation Commission, the Gas
Service Company proposed to structure its prices so that the big users of gas will pay a
higher amount of increases than residential customers. The utility is reguesting
authority to raise its rates by $12 million. The rate design in the application proposed
to raise the cost of gas to large industrial and ecommerical users by about 15 percent and
increase the cost of residential customners by about 2 percent. The proposed rate
change represents a fundamental change from rate designs in the past because it will
reallocate the rates by moving in the direction of assessing the same rate to all types of
customers, i.e., flattening the rate instead to allowing larger users to pay a lower rate.
The proposed new rate design by Gas Service Company in Kansas symbolizes the trends .
that are taking place throughout the country in changing the allocation of costs for
utility services. The major changes being proposed in utility rate design, however, are
in the electric utility industry under the authority of state regulatory commissions. The
following is a review of utility rate design structures principally as they relate to
electricity and alternative rate design structures presently being considered in various
jurisdictions. -

Electric rates were usually established on the basis of the cost of servicing
various classes of customers. These costs are of three types:

1) Customer service cost;
2) Energy cost, or the cost for delivery of each kwh of electric energy;

3) Capacity cost, meaning the customer's contribution to the requirement
for system plant capacity. It is in the last category, the manner in which capital costs
for system capacity are allocated among customers, together with' the inherent
techniecal difficulty in assigning such allocations, that is primarily the subject of current
debate.

In the period 1956 to the present, utility rate increases have become
common place, particularly during the last half of the period. In the electric utility
industry there has been financial stress, this was particularly evidenced in the period
1673-75 as it became increasingly difficult and costly to obtain ecapital for required
expansions. During the same .peried, the overall efficiency of use (load factor) for
existing generating facilities dropped substantially, from 65.3 percent in 1957 to 61.2
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percent in 1974. At the same time there have been, and continues to be, tremendous
jumps in the cost of fuels. These developments in the eleetrie utility industry have
resulted in higher electric bills and an increasing demand for reform in the industry. As
stated in the March 7, 1977 issue of Encroy Heport to the States: "The states are being
called upon to restrain the rising cosis oi” electriciiv. ine demands are plain; limit
costs increase, ensure that price matches the cost of service, and protect the poor or -
limited-income person from unavoidable price inflation.” (page 2)

With increasing pressure for rate reform, there has bean a trend in which the
declining block system of energy charges is being gradually altered and, in some
instances, abandoned. In many states a variety of rate structures is being evaluated by
utilities, regulatory commissions, research organizalions, and the federal government.
These changes range from a simple flattening of rates (charging all customers the same
rate), to an inclining block system (charging a higher rate for larger usage), to rates
which vary with the time of usage. These alternatives are being considered in order to
meet various objectives:

1. Accurately signaling the utility's costs to customers;
2. conservation of energy;

3. improving capacity utilization;

4, felief for the needy;

5. maintaining the financial viability of the utility; and

6. lessening the impaet of rates on residential customers.

The most commonly discussed price system designed to meet some or all of these
objectives are: (1) inverted ratec, (2) peak-load pricing, (3) lifeline rates and energy
stamps, (4) customer-energy-demand rates (CED) and (5) marginal cost prieing.

Traditionally, the declining block rate has been the basis for pricing
electricity. Under this pricing structure, each successive block of kilowatt hours is
cheaper than the preceding one. Consequently, the more kwh's you use the less you pay
per kwh. The large commereial and industrial customers which benefit from such a
pricing structure do have to pay an additional demand charge. Demand (or load) relates
to the maximum amount of power (kw) use at one time. The aggregate peak demand of
customers creates a peak demand for the overall system.

It is the peak demand of the system that determines the capacity of the
utility which must be available at any given time. The problem is to provide incentives
for consumers to change their energy use habits so that the growth of the peak demand
is slowed down which therey improves the efficiency of the power plant.

Inverted Rates. Inverted rates are the opposite of declining block rates.
With each successive block, the price per kwh for the biock rises. According to Alan
Finder, in his recent The States and Electrie Utilitv Reculation, "Inverted rates, or
inclining blocks, signal customers they shouid conserve at all umes to reduce their bills
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and the ulility's costs. The price system (under inverted rates) further implies that
increased use and capacity expansion increase unit electricity costs." Few regulatory
commmissions have directed implementation of inelining block because customers have
responded to calls for conservation by limiting overall usage except during the peak
periods. By decreasing the base-load consumption which is the less expensive
electricity to produce, there is an increase in the unit cost of production because the
utility must still provide for the peak load capacity which is expensive to produce. It is
believed that inclining blocks will have the same effect as conservaticn proposals.

Peak-Load Pricing. The peak load is the maximum demand on the utility's
entire system during a one-hour m’:er al. That one-hour interval can be for any period -
for a year, a season, a month, a week, or a day. In utility regulation, the conecern is for
the peak period during a year, a season, or a day.

- The annual peak is significant because it establishes the amount of capacuy
that a utility must have ms‘falled and be able to produce.

Seasonal rate differentials have been adopted in many states as a result of
“the increased use of electrie air conditioning and heating. Utilities have sought to
balance the two largest seasonal peaks of summer and winter in order to use their
capacity most efficiently. At present, utilities will offer incentives to either winter or
summer prices in order to curb the growth of the larger peak. Such rates charge higher
prices for larger volumes of use (generally over 1,000 kwh) during a specific season.
Because seasonal rates do not distinguish between daily peak and off-peak periods, there
is no signal to the customer to conserve at the hour when the actual seasonal peak
occurs. Also, seasonal differentials do not necessarily discourage growth of seasonal
peak demand.

Time-of-day rates, which charge more for the energy consumed during peak
hours and less for that used during off-peak periods, are widely regarded as the way to
solve problems of eapacity utilization and expansion ereated by the very large peak
lrads. According to Alan Finder, "time-of-day pricing is the option most likely to meet
all of the six objectives of pricing system reforms." By charging more per kwh during
certain peak hours and less for off-peak hours, the price charged for electricity varies
not only with the amount and rate of electricity consumed but also with the time of
consumption.

The problem with time-of-day rates is that residential customers must install
special metering equipment which vary in cost from $40 to $250 per customer.
However, according to most authorities, the cost is justified if it is acecompanied by &
reduction in peak capacity requirements.

Several agencies and organizations are testing time-of-day pricing. - The
Federal Energy Administration, the Tennessee Valley Authority, and the Electric Power
Research Institute (the research arm of the investor-owned electric utility industry)
have contracted with private and public utilities as well as regulatory commissions to
test aspects of peak-load pricing, including the use of metering and load control
equipment. As of August 1975, commissions in New York and Vermont had crdered the
implementation of peak-load pmcm and those in California, Missouri, and Wisconsin
were planning to do so. '
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Advocates of peak load pricing have three: primary goals: (1) load
management, or a way of reducing future system capacity requirements by raising load
factor; (2) "efficient" pricing, or a desire to prics electricity at its true cost, taking
into account time variations in demand; and (3) escape from the cost spiral, that is, to
devise a rate structure with which a consumer can choose to reduce his costs, elthough

erhaps at his or her own inconvenience.

Relief for the Poor and the Elderlv. The cost of electricity has a
disproportionate unpact en tie various income groups in society according to research.
As income decreases, the proportion of it required to pay for electricity increases;
consequently the poor and clderly on fixed incomes must spend large portions of their
incomes on electric service. Two methods had been suggested for dealing with the
prodlem of providing minimum levels of service to the poor and elderly; lifeline rates
and energy stamps.

The lifeline rate generally is a low, uniform charge for the first several
hundred kwh of consumption per month for those who qualify. The base amount is to
cover the necessary minimum service requirements for cooking, heating, and lighting.
Most proposals have established a minimium service amount ranging from 300 to 700
kwh.

The lifeline rate can be specifically designed for certain persons who must
qualify through a procedure established for that purpose. Or, the lifeline rate would
apply to all residential users whose consumption does not exceed the lifeline amount. In
this instance, the lifeline rate operates like the inverted rates whereby the cost per kwh
is lower for the first block of electricity as compared with subsequent blocks. In either
case there are problems in administering either type of lifeline rate whether it is in
identifying those in need of the benefit cr allowing even the wealthy to benefit.

In Ohio, a proposed constitutional amendment providing 700 kwh lifeline rate
was defeated in 1976. Little Rnck, Arkansas voters and the California legislature
approved likeline rates during 1976. In 1975-75, a pilot study of lifeline rates was
conducted by a utility in Maine. Winfield, Kansas adopted a lifeline rate for electric
and gas utilities for people who qualify. That program is still operating.

An alternative method is energy (fuel or utility) stamps similar to federal
food stamp subsidy programs. The government (either loecal, state, or federal) would
subsidize in varying amounts the energy or electricity purchases of qualifving
individuals. To receive the subsidy, individuals would have to pass eligibility tests.
Once eligible, individuals could purchase coupons at a cost which would vary according
to their income, Participating utilities would accept the stamps at their face value as
payment for service.

Energy stamps would have to be supported by tax revenues either from loecal,
state or federal sources. The largest burden of taxation would fall upon the individual
taxpayer consumer ratepayer who cannot pass his or her costs on through the sale of
goods and services. The type of tax used would have important implications for the
collections and distribution of eapital in the society.
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CED Rates. Another suggested reform is the customer-energy-demand
(CED) rate which is aiso called three-part rates. It is a refinement of existing tariffs
for lzrge industrial and eommercial users. CED proposes to price electricity to all
customers through three specific charges: ’

1. A flat customer charge per month regsrdless of consumption which
recovers metering, billing, and other customer charges;

2. A uniform energy charge per kwh, perhaps with some modifications, to
recover variable production costs such as labor and fuel; .

3. A demand charge per kw to recover capacity, transmission, and
_distribution costs. ' '

The CED rate informs the customers of the specific and varied nature of the utility's
costs used in rate-setting. Also, by figuring the demand each electrical device requires,
customers can stagger equipment usage and minimize their bills. However, CED does
not promote conservation of energy and it does not improve capacity utilization. And,
unless it is modified (which can be done easily), the rate does not signal the advent or
occurance of a peak. :

Msarginal Cost Pricing. This pricing system is aimed at making consumers -
pay the true marginal uncremental) cost of adding one more kilowatt to the electricity
"stream." In contrast to the present practice of basing rates on average embedded
fecility costs, this pricing theory suggests that the ineremental cost associated with
future equipment requirements be the cost basis for pricing. Economists generally
agree on the validity of pricing according to marginal eost principles. They disagree,
however, on methodology. Some advocate long-run incremental pricing (LRIC), which
is generally interpreted to mean pricing based on the cost to produce electricity at
_ome future point (e.g., in five to ten years);others advocate marginal cost pricing based
on the cost of _elecﬁ’fchi'ty at a more recent point in time.

Finally, in evaluating rate structure options, some regulatory commissions
have conducted a comprehensive review and overhaul of all rates under their
jurisdiction. Hearings are held at the commission’s own initiative with the goal of
setting objectives and structures for rates which will be the model for all rates in the
commission's jurisdietion. This comprehensive approach to rate design is intended to
produce a uniferm structure so that rates among companies can be easily compared.
This redesigning of rate structures has been completed in California, Florida, and North
Carolina; it is nearing completion in New York; and it will soon be undertaken in
Connecticut, Maryland, New Hampshire, and Utah.

Congress made its first move to consider some new concepts in eleetric rate
design in the 1976 Energy Conservation and Production Act (ECPA), which requiresthe
FEA to submit the proposals to encourage energy conservation, minimize the need for
new electrical generating capacity and minimize the costs of eleetric energy to
consumers. Theact specifies that these rates are to reflect "marginal cost of service,
or time of use service, or both. They would build in a cash incentive for consumers to
change their energy use habits that should slow down the growth of peak demand and
improve powerplant efficiency. ‘ :



MEMORANDUM
June 8, 1977

TO: - Special Committee on Energy
FROM: Ramon Powers, Kansas Legislative Research Department
RE: Proposal No. 22 - Construction Work in Progress

On December 29,1976, District Judge Charles M. Warren
of the District Court of Linn County, Kansas issued an order in
the case Kansas City Power and Light Comnany v. The State Corpor-
ation Commission of the State of Kansas, et al, which concludes
that K.S.A. 66-123 "not only expressly authorizes the (Kansas
Corperation) Commission to include CWIP (Construction Work in
Progress) in the utility's rate base, but requires such inclu-
sion as part of the Commission's statutory duty.'" The order,
if upheld, will significantly change the procedure whereby the
cost of building new utility plants is computed and assessed
to the ratepayers.

Investor-owned utilities under the jurisdiction of the
Kansas Corporation Commission are regulated as to the rates they
can charge to customers. Traditionally the KCC has held that the
proper accounting procedure in allowing rates is to match
revenues and expenses. It is the KCC's contention that K.S.A.
66-128 prohibits them from including CWIP in a2 rate base be-
cause it would allow the recovery of capital costs of a new
plant as it is incurred rather than using the traditional
method of capitalizing these costs through an income account
- "allowance for funds used during construction." The KCC inter-
prets 66-128 to prohibit including CWIP in the rate base because
it is not being "'used or required to be used" in its services

to the public.

The 1977 Legislature considered H.B. 2070 which proposed
to prohibit the State Corporation Commission from including
CWIP in any utility's rate base. The bill would have amended
K.S.A. 66-128 by adding the following provisiomns: ™. . . property
of any public utility which has not been completed and dedicated
to commercial service shall not be deemed to be used or required
to be used in seid public utility's service to the public."
H.B. 2070 remains in the House Energy and Natural Resources
Committee, and the Committee recommended the issue of CWIP for

interim study.

The fundamental issue is the question of how, for rate
making purposes, capital expenditures which have not yet been
placed in the service of customers (i.e., ratepayers) should be
be treated. On the one hand, public utility regulatory agencies
have generally followed the principle that only items which are
"used or useful" should be included in the rate base of a
utility. Some regulatory agencies interpret '"used or useful"
to include construction work in progress which is then included
in the rate base of utilities. On the other hand, some regula-
tory agencies which interpret '"used or useful" as excluding CWIP
from the rate base recognize that the expense of financing con-
struction that will be of service to customers (i.e., ratepayers)
is a legitimate expense to be borne ultimately by the ratepayers.




The expense of financing construction is allowed through an
accounting provision whereby the allowance for funds used during
construction (AFUDC) is included to show the interest on funds
used during construction which is added to the rate base when the
new facility is brought on line. Ratepayers do not avoid payving
for the financing costs of the new facility; they merely delay
paying until after a new plant is in service.

, If CWIP were included in the rate making process, it
would involve adding the total of the CWIP account into the wvalue
of the plant in service which would give the total value of the
utility plant. It would involve, however, subtracting the Allow-
ance ror Funds Used During Construction from the CWIP account
which would no longer be allowed if CWIP is included in the rate
base. Since utilities have been permitted to capitalize their
AFUDC, it would be necessary to provide for a phasing in of CWIP
and a phasing out of AFUDC.

As noted previously, AFUDC is essentially a non-cash
item that the utility adds on to the cost of a facility as a
means of giving the utility some return on the funds tied up in
‘construction. AFUDC is a computed percentage rate (7% to 8.9
percent is currently used by Kansas utilities) to the CWIP
account balance. That amount is added to the CWIP account each
year until the plant is put in service at which time the entire
balance of the CWIP account, including AFUDC, become part of the
rate base. This amount, along with other rate base items, is
then amortized over the life of the plant as elements in tariff
computations. :

For accounting purposes, the AFUDC has to be recorded .
as an income item in the year it accrued. In other words, AFUDC
is included as current income even though the actual funds will.
not be available to the utility until the construction project
is finished and added to the rate base.

The pressure to change from the AFUDC to CWIP in rate
making is the result of increased costs of new plant construction,
longer lead time in construction, and the reduced amount of
cash flow available to finance expansion with a corresponding
increase in borrowing and interest charges.

In determining the rate base of a utility, the KCC
has to establish the value of the plant in service (and, if
CWIP were allowed, it would be added to that figure). Accumulated
provision for depreciation is then subtracted from that figure,
and the value of certain inventories and prepayments is added.
That figure represents the total investment in the utility plant.

The utility is granted a certain rate of return on its
investment (usually less than 9%). The amount of the investment
times the rate of return would be the amount required to operate
the utility. Then, the operating income for the test year
(certain adjustments are made to achieve a normal test year to
annualize and normalize revenues with an end-of-year rate base)
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is subtracted from the amount determined necessary to operate the
utility given a specified rate of return. The difference would
be the increase of operating income required by the utility for
the future to assure the allowed rate of return. An income tax
of 51.51 percent would then require a doubling of the amount of
increase required. - The total would then equal the added revenue
required by the utility. : :

To determine an average increase cost per KWH to the
ratepayer, the added reveriue required by the utility would be
divided by the total KWH sales by the utility for the test year.
Clearly, if CWIP were added to the rate base of a utility, the
amount of operating income required by the utility would be
greater than without CWIP. However, if AFUDC is allowed instead
of CWIP, the amount of operating income required by the utility
when the new plant is placed in operation will be even greater
than if CWIP had been permitted. ;

The following is a summary of arguments in favor of
including CWIP in the rate base of utilities followed by a
summary of argument against including CWIP in the rate base.

ARGUMENTS IN FAVOR OF CWIP IN THE RATE BASE

Growth in Demand for Electricity. The TFederal Energy
Administration (FEA) suppcrts inclusicn of CWIP in the rate base
of electrical utilities. FEA argues that the demand for
electricity will grow an expected five or six percent per year
after leveling off in 1974 and 1975. The increased demand for
large facilities and the shift from natural gas as a fuel will
require large amounts of capital by utilities for new construc-
tion. The FEA states that the impact of AFUDC has had an ad-
verse impact on the ability of utilities to gen:rate internal
and external funds and '"'may be creating a bias against investment
in capital intensive facilities." The amount of earnings at- °
tributable to AFUDC has risen from $94 million to just under
$§1.6 billion in ten years. The amount of external funds re-
quired by the utility industry has jumped from $1.4 billion in
1965 to S12 billion in 1975. .

Problem of Raising External Capital. According to the
FEA, "The long delay between capital cost expenditures for new
- plant and cost recovery increases the risk of capital investment.
Utilities might decide to pay the higher cost of fuel on a less
capital intensive plant rather than engage in building capital
intensive facilities that are more efficient over the long run,
but which involve long delays before the large capital costs are
recoverable.
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CHART A

(End of Year)

Utility Plant in Servige
Construction Work in Progress

TOTAL GROSS UTILITY PLANT

Utility Plant in Servige
Construction Work in Progress

TOTAL GROSS UTILITY PLANT

+ WORK IN PROGRESS (CWIP) RELATED TO TOTAL UTILITY PLANT

Kansas Cityv Power and Light (KCPL)

Utility Plant in Service
Construction Work in Progress

TOTAL GROSS UTILITY PLANT

The folleowing chart indicates the total of AFUDC in
1966 and 1975 for KG&E, KPL, and KCPL.

1966 Ratio 1976 Ratio

$209,086,267  89.48  $471,174.567  71.03
24,582,808 10.52 192,172,082 28.97
$233,669,075 100.00  $663,346,647  100.00
$293,101,037 97.82  $500,218,000 77.01
6,540,361 2.18 149,291.000 22.99
$299,641,398  100.00  $649,509,000 100.00
$397,763,308 97.27 ~ $779,861,993 79.66
11,146,909 2.73 199,102,952 20.34
$408,910,217 100.00  $978,964,945 00

Also included is the

interest rates applied for AFUDC in 1966 and 1976.

CHART B

ALLOWANCE FOR FUNDS USED FOR CONSTRUCTION

KG&E
KPL
KCPL

1966

$889, 001
261,126
337,000

1975

$5,090,448
1,957,597
5,475,000

INTEREST RATE APPLIED FOR ALLOWANCE FOR
FUNDS USED DURING CONSTRUCTION

KG&E
KPL
KCPL

1966
6%
6%
6%

- Last

1976 Present

1%%
8%%
8.7

100.



In 1974, AFUDC represented 31 percent of the reported
earnings of utilities. Since these are paper earnings for which
no immediate income is realized, the quality of earning of
utilities mav be reduced which could increase the cost of
debt and equity financing. . All other rate making factors
remaining constant, inclusion of CWIP in the rate base would
increase the amount of internally generated funds available for
investment, it would increase interest coverage ratios, and it
would reduce the interest offered on new bonds.

The electric utility industry today has a major problem
attracting the necessary capital on a reasonable basis to support
essential construction programs. Including CWIP in the rate
base would increase internal cash generation by improving coverage
needed to support the issuance of long-term debt and preferred
stock and by the contribution to operating revenues and cash
flow that would ensue. Utilities argue, however, that inclusion
of CWIP in the rate base should be phased into the rate base.

The chart on page 4 reveals the amount of CWIP related
to the value of the total utility plant in service for three
. Kansas utilities.

Reduces Rates in the Long Run. In the long run,
according to the FEA, the inclusion of CWIP in the rate base
will result in lower, not higher, rates to consumers. Rates would
increase for consumers during construction of a plant for which
they are not receiving immediate benefit, but when the full value
of the new plant is put in the rate base after the plant's comple-
tion, it could be as much as 20 to 25 percent less than without
CWIP because the value of the plant will be reduced by the amount
of AFUDC that would otherwise have been included. According
to the FEA, consumers would pay an increase of four or five
percent of the value of the plant on average for a period of
three to five years if CWIP is included in the rate base, but
they will save an average of two to three percent of the cost of
plant for the next 30 years.

Minimize Dramatic Rate Increase. If CWIP were in-
cluded in the rate base, utility rates would not suddenly in-
crease due to the transfer of CWIP and associated AFUDC into the
rate base upon bringing a new plant on line because the pay-as-you-
go methods avoid a build-up of financing costs in the rate base.
This would be particularly true if a utility were allowed an in-
cremental adjustment of its rate base to provide for CWIP, i.e.,
increments on a monthly basis.

CWIP Fits the Category Used or Required to be Used. Ac-
cording to various authorities and the recent district court
opinion in Linn County, Kansas, CWIP may not provide any immedi-
ate service, but it does provide an assurance that utility ser-
vice will continue to be available in the future.




ARGUMENTS OPPOSED TO CWIP IN THE RATE BASE

o : : Proposal BRoes Not Confront Basic Issue. Rather than
provide capital to utilities by the device of allowing CWIP in
the rate base, the regulatory agencies should operate through the
normal rate making process and increase the allowed rate of
return to the utility after convincing proof has been presented
to the regulatery agency if utilities require additional funds.
Wisconsin has adopted this.- approach to the issue.

Proposal Violates One of the Principles of Rate Making.
The traditional rate making procedure includes only propelty
that is "used or required to be used” in a companv's rate base.
That is the contention of the Kansas Corporation Commission (ACC)
in its brief in the Kansas City Power and Light case.

Proposal TIs Based on Unrealistic Pro1eﬂted Growth Rate
of Electricity Consumption. Senator Lee Metcalf of Montana
stated before the FPC that a Congressional Research Service
has calculated that a growth rate of 2 percent in 1975 and 3
percent anndally thereafter would reduce the electric utility
industry's demand for external capital by $J7 8 billion over the
next five years. The FPC argument for such large quantities
of capital for utility construction in the future is based on

o a 4 percent growth rate in 1975 and 6.5 percent annual growth

thereafter.

Proposal Would Force Customerﬁ to Bail Out Inefficient
Utility Managzements. The proposal would remove any incentive
by management to bring plants on line expeditiously. Inclusion
of CWIP in the rate base would provide incentive for utilities
to build capital intensive facilities having long lead times
(such as nuclear) and provide disincentive for utilities to
complete the construction in an expeditious manner.

The Kansas Supreme Court in Kansas Gas and Electric
Co. v. State Corporation Commission, 213 Kan. 6/0, expressed
agreement with a KCC "Finding No. 89" which reads: ''regulatory
agencies cannot grant carte blanch authority to construct huge
plants just barely more than experimental in nature and allow
the company to charge the expense entirely to the ratepayer --
at least not until it works to a substantial benefit to the rate-
payer or its within reasonable limits of anticipation of benefit.




Proposal Is Highly Inflationary. Including CWIP in
the rate base will have an inflationary eiffect of raising prices
without producing any benefit in return. FPC's Office of Economics
projected that its inclusion in the rate base of all U.S.
utilities would cost consumers $22.1 billion over the next five
years. A Congressional Research Service paper provided informa-
tion whereby one could calculate the inclusion of CWIP in the
rate base; it indicated that the overall level of rates would

1

be raised by approximately nine percent.

roposal Would Not Encourage the Efficient Use of
Resources. Including CWIP in the rate base of utilities would
run councer to the KCC charge to promote and encourage inter-
connection and coordination for the purpose of achieving the
greatest possible economy with regard to the proper utilization
and conservation of natural resources. In Kansas, the Kansas
Electric Cooperatives, Inc., has offered to each investor-owned
electric utility to raise the REC's full share of capital

to finance, on a joint ownership basis with investor-owned
utilities, the REC's proportion of any new major generation and
transmission facilities which will be needed in the state to .
meet the future needs of REC members. Including CWIP in the
rate base of investor-owned utilities would perhaps minimize
the incentive to those companies to accept the REC's proposal
for any joint ownership program.

vl
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Adverse Impact on Wholesale Customers. Inclusion of
CWIP in the rate base will adversely affect wholesale power
purchasers who would be forced to involuntarily contribute
capital to investor-owned companies who will construct facilities
for future use without any ownership rights or privileges accru-
ing to the wholesale purchasers for their contributions. Ac-
cording to Public Systems (an association of public utilities),
the long-term effect of this proposal would be significantly
‘higher rates to consumers because it would lead to a greater share
of the total electric utility investment being financed by
investor-ovned utilities. As a result, public-owned systems
would not be able to construct their own generation facilities
because of the double cost of paving the carrying charges on
their own construction and at the same time paying for the cost
of construction by investor-owned companies from whom they pur-
chase electricity. -

One-Half of CWIP Would be Lost to Taxes. A major
objection to inclusion of CWIP in the rate base is that for a
utility to receive an extra dollar for construction purposes by
including CWIP in the rate base, the utility must increase
rates by $2 because approximately half of an increase in revenues
is absorbed by income taxes. Investor-owned utilities, however,
raising capital in the financial markets can count each dollar
received through the sale of securities to be a full dollar
available for capital expenditure. ‘




Proposal Places Premium on Growth. Including CWIP
in the rate base of utilities puts a clear econcomic incentive _
upon growth because the larger the work in progress, the larger
the rate increase which would be awarded.  According to many
authorities, the U.S. needs to conserve energy resources and such
a proposal is an inappropriate incentive for new construction.

Eliminates Risk of Investor in Utilitv Stocks and Bonds.
The proposal would transfer the risk of investment from the
stockholder or bondholder of an investor-owned utility to the
ratepayer. There 15 Tio provisdion for any refiirn to the rate-
payers now that they are required to provide a capital contribu-
tion to the utility. The reply brief of KCC staff counsel states:

"The inclusion of CWIP in rate base will result in a
shifting of the risks associated with comnstruction
projects from the stockholders to the ratevayers. This
necessitates a corresponding reduction in the recommended
return on equity to reflect the reduced economic risk

to the Company's stockholders. However, the record con-
tains no evidence as to the extent of the reduction that
would be appropriate." -

Undue Discrimination Against Present Customers. Includ-
ing CWIP in the rate base of a utility forces present customers
to pay for the construction of a plant from which they might not
receive any benefit.

Utility Companies Not in Financial Danger. According
to various sources the financial crisis for utilities has
passed. In regard to the situation in Kansas, reply brief of
the KCC staff counsel states in regard to the KCPL case that:

"Applicant has not justified its alleged cash flow
needs. It has engulfed the Commission with evidence

and testimony as to the Company's cash flow requirements
that will exist as a result of the Company's projected
construction program. However, Applicant has failed to
project revenues-in comparison to projected costs so as
to clearly define its cash flow needs. Without this
evidence, the record herein cannot support allowing CWIP
in rate base to alleviate Applicant's supposed cash flow
deficiency."

And, in reference to the erosion of the quality of KCPL
earnings if CWIP is not added to the rate base of the company,
reply brief of KCC staff counsel states:

"The record developed in this docket belies Applicant's
contention that the failure to include CWIP in rate base
will effect an erosion of the quality of Company's earn-
ings. Statements of the Company's witnesses coupled with
the recent issue of Aa rated first mortgage bonds negate
that contention., Similarly, there is no evidence in the
record to support Applicant's claim that the Company
cannot maintain its credit ratings unless the Commission
includes major CWIP in rate base."



MEMORANDUM
June 6, 1977
-TO: Special Committee on Energy
FROM: Ramon Powers, Kansas Legislative Research Department

RE: Proposal No. 23 - Municipal Utility Rates and State Juris-
dietion

Background

At the present time, State Corporation Commission regu-
lates the rates of investor-owned utilities and utility cooperatives
“(primerily rural electric associations). Municipally-owned
utilities, however, set their own rates under the authority of or
subject to appeal to the governing body of the municipalitv.
Authority for cities to regulate their own utilities is given in
K.S.A. 12-801 et seq. Those statutes provide that when a munici-
pally-owvned utiTitTy services an area outside of its €ity limitsg,
it may fix the rates in a zone extending three miles from the
municipal boundaries. Utility services provided by a municipally-
owned utility beyond the three-mile boundary are regulated as to
rates that can be charged by the State Corporation Commission.

Utilities have developed historically as natural monopo-
lies. Since the normal laws of the market place do not function
to protect the consumer of the utility's services, it has been
necessary for the state to intervene and assure that the monopoly
business would not take advantage of its position to earn more
than a reasonable rate of return on its investment. Consequently,
utilities are businesses "affected with the public interest." A
legal framework for state regulation of electric utilities has
developed with regulatory authority usually granted to state cor-
poration commissions. 1In 1886, in Wabash, etc. RR vs. Illinois.
the Supreme Court of the United States confined the state's rate-
setting jurisdiction to intrastate transactions, confirming that
comrnerce clause of the Constitution delegated jurisdiction over
interstate commerce to the federal governments. In Kansas as
noted above, the State Corporation Commission has rate regulating
authority over investor-owned and cooperative-owned facilities.

When a city provides utility services to its citizens,
the rates for those utility services are under the ultimate control
of the elected representatives of the rate-payers.. Historically,
Kansans have accepted this argument as a reason for excluding
municipal utilities from jurisdiction of the State Corporation
Commission.

The Committee is directed to study the utility rates
charged by municipally-owned utilities and the feasibility of
placing municipally-owned utilities under the jurisdiction of the
State Corporation Commission.



This issue has been the subject of a previous study, Pro-
posal No. 109 - Municipal Utilities, by a 1973 interim Special
Committee on Utilities. (See Reports of Special Committee to the
1974 Kansas Legislature, p. 109-1.) That Committee recommended
that the State Corporation Commission not be given the authority
to regulate municipal utility rates "at this time." 1In the 1977
Session of the Legislature, H.B. 2301 was introduced which proposed
to delete the exemption of municipally-owned utilities from the
jurisdiction of the State Corporation Commission. That bill re-
mains in the House Energy and Natural Resources Committee. The
House Committee did recommend the issue for interim study.

According to the fiscal note on H.B. 2301, approximately
an additional 120 municipal electric systems, 75 municipal and
private one-town natural gas systems, and 179 municipal water
systems would be brought under the Commission's jurisdiction.

The Commission would also exercise full regulatory authority over
an additional 19 municipal electric systems and 18 municipal gas
systems over which the Commission now exercises authority beyond
the three mile limit. A total of 408 utilities would be added

to the 145 utilities presently regulated. The fiscal note also
reveals that the Commission would have to spend approximately
$2,000,000 for investigating and reviewing the books and records
of the municipal systems in preparation of extending jurisdiction
over them. This cost, however, would be incurred over a number
of years and would be assessed back to the muniecipal utilities.
An additional expense of $256,290 for personnel costs and re
lated expenses would be incurred by the Commission. : :

1977 Proposed Bills Concerning Municipal
BEilities

Other 1977 bills which relate to municipal utilities
are as follows:

H.B. 2153 would have amended K.S.A. 1976 Supp. 66-104
by expanding the definition of "public utility" to
include any plant or equipment, whether or not munici-
pally owned, which is used to manufacture or distribute
synthetic fuels. :

This bill was designed to place the coal gasification
plant proposed for Wichita under the Jjurisdiction of
the State Corporation Commission. The bill remains
in the House Energy and Natural Resources Gommittee.

H.B. 2515 would have amended K.S.A. 12-822 by providing
that public or municipally owned utilities in Kansas
pay customers a rate of not less than three percent
(amended to five percent) per year on their security de-
posits. Present law provides for a rate of interest of
three percent per year. The bill would also make the
interest payable at the office of the utility in cash

or on demand of the depositor.- :

The bill passed the House, but remains in the Senate
Transportation and Utilities Committee.



S.B. 152 which was enacted, permits any two or more
Kansas municipalities operating electric generating
systems during 1976 to create a municipal energy agency.
Such agencies will allow municipalities to jointly plan,
finance, construct, and operate, or otherwise partici-

- pate in, electric power generation and other energy

facilities. The bill specifies procedures to be fol-
lowed in establishing a municipal energy agency and
delineates the powers which the agency can exercise.
Amendments to the bill as enacted provide that such
municipal energy agencies will be under the jurisdiction
of the State Corporation Commission.

S.B. 187 would have prohibited any utility, public or
municipal, from charging late payment penaltles o L=

terest on any delinquent residential bills.

This bill remains in the Senate Transportation and
Utilities Committee.

Municipal Utilitv Rates

The 1973 interim committee report on municipal utilities

analyzed municipal utility rates. The report states that:

The Committee staff took a sampling of the utility rates
of private and municipal suppliers in each classification
of cities in Kansas. Electric utility rates were found
to be generally higher when service was supplied by muni-
cipal utilities in 21l classes of cities in Kansas. The
natural gas provided by municipal utilities for their
customers was signiflcantly higher only in the case of
some third class cities. The Committee found, however,
that municipal utilities make transfers from their
utility funds to the various funds of the city in many
cases, or supply utilities to the city and its depart-
ments without charge. It is very dlfrlcult to assess
this additional contribution to the city's financial
well-being compared with the slightly higher rates. In
effect, many cities are u51ng their utilities as a tax
gatherlng agency.

Attached is the survey of municipal utility rates which

the Kansas League of Municipalities publishes each year in the
May issue of the Kansas Government Journal.




Municipal Uiilitie
Annual Report
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According to a survey conducted by the League of Kansas
Municipzlities, total revenue collections for Kansas municipal
utilities reached almost $108 million in 1976, $14 million more
than was reported in 1875. '

Questionnaires were sent to 639 municipally- owned utilities:
492 weter, 65 gas, and 132 electric. Shown helow is a tabula-
tion showing 1976 reveriue of those municipal utilities repor-
ting, along with corresponding information for 1975.

City Utility Revenue Summary

1375 1976
No. of No. of

Systems Revenue Systems Revenue

Reporting (in thousands} Reporting {in thousands]
Elecrric 94 $45,656 85 § 52,504
Water .37 43.0014 347 - 50,224
Gas 45 4,831 44 5.031
Total 486 $93.501 486 $107.759

The charts showing data for the calendar year 1976 which
appear on the following pages were compiled from information
provided by city officials. Appreciation is expressed to city
clerks, managers and utility superintendents for their coopera-
tion in furnishing the information and for making this report
possible,

Although the data contained in this report are generally ac-
curate, extreme caution should be used in making comparisons
because of incomplete data, changes in reporting methods,
etc. {See ""Explanations and Cautions.”’}

This year's report on water systems shows limited financial
data, while more detailed information is reported on production
and distribution facilities and on treatment. Information concer-
ning water treatment and sources of supply was furnished by
the Water Supply Division, Kansas Department of Health and
Environment. The key to water treatment symbols appears on
the next page.

Detailad financial data on water systems appear every other
year, along with water rates. This information last appeared in
the May 1976 issue of Kansas Government Journal.

Water Systems
According to survey respondents, per capita water consump-

“tion increased almost 30 percent between 1960 and 1970 in

cities with municipal water systems. In 1960, 262 cities reported
selling a total of 39.2 billion gallons of water. This was equal to
an annual per capita consumption of 38,243 gallons. In the
report for 1970, 220 cities reported selling 65.0 billion gallons of
water, which is equal to an annua! per capita consumption of
49,266 gallons. In 1974 a total of 298 cities reported total water
consumption of 70.7 billion gallons. Per capita consumption per
year increased to 61,701 gallons. In 1976, a total of 337 cities
reported total water consumption of 50.2 billion gallons and per
capita consumption of 33,000 gallons.

In 1950, 19 cities out of 452 reporting were adding fluoride to
the water. In 1976, out of 347 cities reporting, the number had
grown to 25. In addition, an undetermined number of cities
have natural fluorides in their water supplies.

Qutstanding bonded indebtedness on municipal water
systems totaled $69.1 million in 1960. Of this amount, approx-
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ation bonds and the re-
bt ot reporting city water
f this sum, $10.8 millian

a ning $64.4 miilion vsas
vznuz bonds. In 1232, there were 70 cities
debt on their water sysiems; by 1976, this
2d 1o 185,

Electric

Avarzge Annua! KWhH Customer Censumption

1250 1260 1870 1976

5,578 5,455 12,218 15,919

Blinimum Bill. In 1875

the minimum charge varied from a
low of €1 70 a high of $2. A larger

rger minimum monthly bill doas
g per kiloweait hour charge was
v of KWH inciudad in the minimuem
infmum electsic bill in cities over 5,000
s in cities 1,000 1o 5,600, $2.38; and in cities

Energy Charges. Tha basic cost for 500 KWH, excluding
pplizd in many cities, varied in this year's
> high of $34.40 10 a low of $13.00. The average
‘c charge in citiss ovar 5,000 was $15.55; in cities

<
W
=,
m
o
a
by
i
u
a
i
I
o

ciustment Charges. The cities were asked to in-
hz city had acthorized a special surcharge to reflect
s of producing or purchasing electric power. A total
of 75 citizs reported fue! adjiustment charges ranging from a
{.5720 cents per KWH to a low of .02005 cents per KWH

in August cf 1975 and from a high of .8570 cents per KWH to a

1

lowof .C312 cents par K\WH in January 1977,

Gas
Tha per customer use of gzs in city owned systems increased
by approximataly 16 percant between 1930 and 1970. But bat-
ween 1570 and 1976, consumpiion decreasad 10 percent. The
table, Average Annual Cusiomer Consumption, shows the
changssin usaga by the average customer.

Averzge Annual Customer Consumption

{Cubic Feet
Pnpulalion_ ; 1950 1530 1970° 1976
1,000 202 cner 155,431 115,733 111,388 219,540
Under 1,000 165,583 191,233 278,102 160,660
AfCites 152,314 223.851 223,638 200,680

Minimum Bill. A minimum gas bill has been used by all
citizs since the mid-1950s. In 19786, the foweast minimum charge
for gas sanvice by city owned systems (those reporting) was
$1.80. Ths highest minimum monthly charge was $4.75 for
1,000 cubic fest. The table, Minimum Gas Bills, indicates the
summary cz1a for sslecied periods beginning in 1950.

Minimum Gas Bills

Population 1950 © 1580 1970 1376

Civescear 1203

Hgn $1.50 $2.00 $2.58 $4.75
Low .50 .70 1.25 1.50
Averazz 1.03 1.3 1.90 334

Popuiaiion 1550 1950 1970 12

Cities under 1,000

High 3 1.25 250 250 €.00
Ltow -0- 1.00 1.00 25
Average | B2 1.68 21 326

Service Charges. Service charges for 10,000 cubic feet of
gas have increased for the average customer approximately 169
percent since 1870 in cities over 1,000 population, and 105 per-
cent in cities of less than 1,000. The table balow reviews this
trend.

10,0G0 Cubic Feet Charge

Population. 1350 1980 1870 1976
Cinesover 1,000

Average Cost $4.45 4585 : $6.78 $18.26
Citigs uncer 1,060

Average Cost 4.20 6.83 857 17.63

Cautions and Explanations

In some instances, funds of one utility are combined with
funds of another utility. These are included thus: W/ £, mean-
ing water and eleciric; W/S, meaning water and sewage. The
letter “C" after the figures further indicates combined funds.
Caution should be usad in comparing these combined figures
with the figures of other cities.

Most column headings are self-explanatory. Following is an
explanation of various categaries.

- “Current revenue’” includes revenue earned in 1976, It ex-
cludes sales tax coliections, proceeds from bond sales and any
unencumbered 1975 balance figures. ‘

"Current expendituras” excludes sales tax collected and
remitted to the state. It includes all expenditures made in 1976,
except debt financed expenditures, including operation and
maintenance; capital improvements from operating revenue or
sinking or reserve funds but not from procezds of a bond sale;
debt payments for principal and interest due in 1976 on bonds
and emergency warrants from utility funds, but not from a
bond tax levy. Also included under "expenditures’” is the
transfer of cash to city funds other than for utility debt pay-
ment.

“Difference” is the amount current revenues are more or less
than current expenditures. Revenue may be less than expen-
ditures because of expenditures made from revenue earned
prior to 1976. '

“Amount set aside’” is the amount set aside from 1976 earn-

- ings for bond sinking funds or depreciation funds for future ex-

penditure. It does not include end-of-year balances or operating
reserves. T )

“Debt reserve” includes amount in sinking funds or other
reserves for future debt payments.

“Operating and other funds’" covers cash and securities. in
other reserves and end-of-year balances not for debt payment.

"Paid on bonds” includes payments on bonds, interest and
emergency warrants, including money from any bond tax levy.
Amounts outstanding are as of December 31, 1976.

“Capital irnprovements from bonds” shows the amount
spent in 1978 from proceeds of a bond sale. It includes only ac-
tual disbursements for improvements in 1976.

The preparation of this report was Yinanced in part through a comprehensive planning grant
frem the U.S. Cepartment of Housing and Urban Development. This program s administerad i
Kansas by the Planning and Research Division of the Kansas Department of Administration.

Treatment or Device

- Rapid sand filter

Treatment Methods - Aeration - Patented hiter
- Prechlorination « Pressure fitter
- Coagulation - Hydrogen sulfide removal

Treatmant methods 2re coced as folows:

Type ol Plant

M - Limesaohentirg

N - Limesocasohaning

O -lTronand ormanganesa removal
UR - Clarificanon

TIOoOMMOoOOoD»

- Rapid mechanical mixing
- Stow mechanical mixing
= Other mixing

- Sedwnentation

- Sedimentation upflow

« Slow sand filter

- lon exchangs

- Stabilization

- Taste and odor control
- Fluoride adjustment

- Disinlection

- Demineratization
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DO ¥ E S T I C i C O M ERCTI AL
Mini=-o 160 s 500 wed 1,000 K 160 Kws 500 ¥aH 1,000 KwH 5,000 Wad 10,000 G
; by ’ Inci Incl Incl Incl. Incl Incl Value Adj Chrg Adj Chrg
Fi Fuel Basic Fuwl Basle Fusl Easic Fuel Dasic Fuel Basic Fuel Free per ¥ per Ko
A Adj. Chrge Adj. Chrgs Adj. Chrge Adj. Chrge Adj. Chrge Adj. Serv. Aug.l976 Jan.}977
HA $5. HNA $23 KA $44  NA 5174 NA $329 NA HA HA l K&
27 [ <] 20 21 33 34 123 130 219 233 76,397 .Go2z .008%
30 L5 20 25 39 49 131 180 280 344 o .01€3 L0172
1 1 5 & 14 19 25 34 6 7 18 23 33 &3 116 165 208 305 6,401 0355 0097
2 2 5 3 16 18 '~ 29 34 6 6 20 22 3338 125 149 235 284 25,000 0040 0049
c 0 3 5 15 16 26 29 5 9 18 19 30 33 139 154 235 266 41,530 ,0045 @ ,0l17
< 3 5 5 14 15 25 28 5 5 15 1% 28 30 118 129 230 252 70,521 .0055 -, 0074
2. 2 & & 18 19 33 34 8 8 27 27 48 50 170 175 312 322 100,000 .0:25 L0099
1 1 5 6 15 18 27 32 6 -9 22 35 37 59 133 210 253 400 0 0148 0192
& 4 4 5 14 18 22 29 5 6 15 18 25 32 95 129 170 238 o .0136 L0063
2 2 6 7 16 18 26 30 11 11 25 25 40 45 160 184 310 357 0 5740 9570
2 4 ] 7 19 28 32 44 9 10 28 37 52 70 224 314 439 557 HNA 0133 L0179
2 NA 7 KA 19 kA 34 NA 7 NA 24 KNA 43 KA 175 KA 305 NA 9,000 HA . 0089
2 KA 8 NA 21 KA 37 HNA 10 Ha 30 KA 4% HA 179 HNA 342 NA 0 (KA NA
3 6 7 17 22 25 39 6 7 22 27 39 49 123 173 291 391 o .0100 « 5000
4 XA 8 NA 22 NA 39 NA 10 HA 32 KA 55 HA 193 HNA 365 NA 1,050,519 NA NA
1 0 5 6 15 18 26 33 7 8 27 30 43 53 140 166 250 292 5,000 .00E&4 .0052
3 HA 5 NA 18 KA 34 KA 8 HA 25 NA L4 HNA NA NA NA HA 48,000 .0069 0262
L 4 8 B 21 22 36 18 3 9 36 38 . 66 69 226 237 446 448 16,500 .0018 .0023
2 2 6 & 19 20 35 37 6 7 19 20 34 36 133 144 253 274 24,311 .COO1 0020
1 1 ? hA 23 NA . 35 NA 7 HA 27 NA 45 NA 165 NA 285 NA 19,423 0079 0128
3 3 11 1 28 28 44 45 13 13 36 37 65 67 229 235 394 406 8,000 .0000 0012
& 4 7 7 19 21 34 37 8 8 31 32 59 62 203 219 383 415 1,500 ,0085 .Cl16
2 2 7 & 20 25 .30 4] 7 8 20 25 30 41 114 165 219 320 15,686 ,01z3 L0171
2 hA 8 kA 23 NA 41 KA F N& 22 NA 41 KA 168 HA MA NA 18,736 NA HA
2 6 7 15 18 25 31 8 9 27 30 &2 42 49 142 174 248 313 47,000 0075 . 0008
3 3 6 7 18 21 28 35 7 a8 24 28 39 46 144 181 244 317 22,000 .1010 " L0158
2 0 € v} 20 3] 34 o 8 (4] 27 0 47 0 170 1] 320 V] 1] NA NA
1 0 7 7 27 31 43 51 35 6 20 24 35 43 146 188 286 371 93,899 .0112 0059
4 NA 11 KA 27 KA 42 HA 11 NA 33 NA 48 NA 60 NA 75 NA 25,000 HA 0050
2 nA 5 NA 14 KA 23 NA 5 NA 19 Na 40 HA 175 NA 338 NA 34,000 .0086 0124
1 Na 7 NA 15 KA 34 NA 10 KA 30 NA 51 HNA 196 NA 378 KA 7,500 NA NA
1 1. & 7 19 25 29 41 7 8 25 31 3% 51 130 190 242 383 o .0l01 0121
2 2 6 7 19 23 33 41 7 2 25 9 44 52 164 204 662 742 0 .0075 0139
3 3 7 9 21 31 37 57 a 10 26 36 46 65 167 99 277 475 13,215 .0031 .0198
4 nA 10 hA 25 NA 41 NA 9 NA 37 NA 62 NA 194 HNA NA NA 40,000 NA NA
Burlinzzzn 4 6 10 18 32 7 7 21 NA NA NA 36 NA 146 NA 246 NA 12,818 O 0o -
3 9 9 26 29 42 48 11 12 34 37 62 68 225 255 425 485 3,000 0 .0060
4 6 7 20 26 39 49 5 6 23 28 43 53 191 241 396 426 11,959 .D026 .0107
1 € 7 19 22 32 4] 5 6 21 26 41 50 184 229 273 362 300,000 .0050 .0090
2 ? 8 21 25 33 40 9 9 27 30 42 49 162 1938 312 385 40,482 .0075 .0107
i 7 7 17 22 31 40 1 1 2 31 AD_ 118 164 223 315 2,750 .0120 .0175
3 8 25 27 40 &4 10 11 38 42 55 61 193 212 345 379 40,381 .1090 .1000
hA 8 NAa 23 KA 40 NA 8 NA 27 MA 49 NA 181 NA 346 NA 0 .Q105 L0213
3 [ [ 23 28 41 51 7 7 25 30 47 58 183 237 323 431 3,000 .Cl16 G115
4 & 7 18 24 33 43 7 9 28 33 51 62 175 226 329 431 8,854 .COZ] .0102
2 7 7 18 21 33 39 8 8 32 35 54 60 164 195 289 351 13,946 .0065 .0142
2 6 6 18 22 34 4l 6 7 22 25 42 49 169 206 225 299 20,400 .0036 .0074
3 6 7 15 20 24 33 NA HMNA NA NA NA KA HNA NA NA NA 8,600 .0105 .0117
2 6 7 14 20 23 34 7 8 21 26 38 48 106 159 191 298 10,000 .0023 .0139
2 5 7 16 29 28 39 7 9 23 29 36 47 96 143 196 290 7,924 .0075 .0075
3 7 8 19 23 32 39 l7 8 27 31 40 46 140 173 265 331 7,000 HA NA
ha 4 5 20 KA 40 NA 3 4 16 NA 32 NA 162 NA 325 NA NA .7500 1.130
4 7 7 2} 23 39 43 8 8 28 30 47 57 183 203 387 427 24,235 .C050 .0070
2 K~ 8 WA 24 NA 4] NA 5 NA 24 NA 4] NA 141 NA 266 39,000 NA NA
3 6 6 17 19 29 34 7 7 25 28 47 51 167 150 317 363 12,994 .C071 0147
7 7 20 21 "34 35 10 10 20 20 32 33 125 130 250 260 NA .0103 .0l64
3 7 7 17 18 25 30 6 7 20 23 33 38 120 145 220 270 8,314 .C050 .0050
1 6 14 20 24 36 NA  NA NA  NA NA  HNA NA MA NA NA 1,500 .0120 0150
ha 10 NA 32 Na 55 NA 12 NA 37 NA 63 NA 154 NA 391 NA 9,83]1 .0050 o]
2 2 & 8 18 20 31 34 8 9 22 24 37 41 157 173 307 338 8,500 NA .00i8
3 NAa g 9 26 27 39 44 10 11 27 30 45 50 166 191 NA NA 10,000 ,0020 .0140
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Electric Rotes Cont.

3 D OM ES TIC .0 M M E RE I A L
_Minim 100 b SO0 £aH 0 1,000 K 100 e 300 Ki¥ F

_ En:l . Incl Incl Incl Incl Incl Inel . Incl Inci valua }._:ij“Chrg Adj Chrg
Basic Fuzl 3asic Fuel Bssic Fuel Basic Fusl Basic Fuel Basic Fuel Basic Fuel Basic Fuel Basic Fusl Freze Per KaH  per KoM
Chrze Adj. Chrge £dj. Chrge Adj. Chrge Adj. Chrge Adi. Chrge Adj. Chrge Adj. Chrge Adj. Chrge Adj. Serv. AU3.1976 JAN.1577

5
#llecn........ 38788 910 $10 $27 £27  §42 S42  §11 $11 $27 $27  $43 43 4169 $169 §327 $327 9,235  NA NA
Elramzntoaiass 2 o KA 7 WA 19 NA 33 NA g LA 27 . NA 45 NA 233 KA 368 650 HNA 0050
56 13 19 23 3. 6 7, 19 25 3% 45 114 170 214 326 © .1196 1236
1ot Racelved
6 6 17 19 29 34 77 20 22 36 40 136 160 260 310 @ .0081 0033
77 2 20 30 30 7 7 19 13 34 34 134 134 222 222 €92 .0063 L0042
Udall......... L NA- B NA 30 N4 50 NA B KA 25 MA 45 NA 175 NA 325 1004 WM& L0140
2 2 5 9 9 23 23 36 36 2 2 9 9 23 23 36 36 NA KA 5,830 KA N4
1 L 10 12 3% 41 48 58 10 12 42 50 57 63 177 2)1 327 333 5,059 0 0184
3 3 8 8 21 23 33 138 3 3 8 8 21 23 33 38 NA NI B,000 .0010 L0053
2 2 > 7 2124 39 44 2 10 28 31 49 54 213 237 418 465 2,000 ,0010 .0048
RA lL:\. NA 9 NA 25 NA 42 NA 9 KA 23 NA 42 NA 172 KA 322 s - KA HA
Lu:c‘f$. . 7 KA 7 NA 24 NA 43 HNA NA NA NA NA NA NA NA RA NA KA [} 0010 0048
La Hazp2eernas 4 KA 5 NA 2] NA 3% NA 7 NA 25 Na 45 NA 205 NA 405 HA 1,630 NA A
ScrantoN.eees. NA .3 NA 7 NA 23 NA 43 NA 3 NA 23 NA 43 NA 203 nNA £03 8,000 N4 - NA
Galva...iveus ' 1 KA 6 7 15 21 26 37 & 7 .15 2] 26 37 114 171 224 339 8,5%7 .0089 L0115
Certralia..... 3 3 7 8 19 25 34 46 11 12 23 22 38 50 158 220 308 431 1,400 .0085 0124
Axteli.iiveens 4 3 B B 19 22 3z 39 7 8 26 7 30 40 46 150" 182 275 338 5,025 ,0075 0133
T2rontoveavess 2 2 4 5 14 15 12 13 2 2 4 5 14 15 12 13 HA NA 1,500 ,0848 L1432
Glea Zlder.... Repcrt Not Received Report Not Recsived 85,319 .0010 .0048
Biue Mound.... 4 RA 11 NA 24 NA 39 NA 4 HNA 11 NA 23 NA 39 . NA NA NA. 1,200 NA . NA
Ld2aye caswnisn 3 3 8 8 25 28 40 46 NA NA NA NA NA NA NA NA NA KA 1,100 0 .004]
Moreklliveisaas T3 wA 8 NA 2} NA 36 NA 8 NA 28 NA 48 NA 173 NA 323 NA NA NA - NA
Prescott...... 3 HA 9 HA 12 NA NA  NA - NA NA NA  NA NA  NAY  HNA NA  NA NA  NA NA KA
Herndon 4 !4.7 10 11 22 26 32 4] 10 11 22 25 32 4l 112 156 212 -300 5,090 .0117 .0280
Netawaka 3 3 7 8 NA  NA NA  NA NA NA NA © NA NA NA HA NA  NA NA 400 NA 0114
Bofluvaivanuiaa Report Not Received Report Not Recelvad 105M .0075 L0134
Vermillion.... 14 1 6 B8 15 19 25 32 1 1 6 8 15 19 25 32 HA NA o] L0086 . 0124
fahaska Report Not Received Report Not Raceived 980 HNA NA
Szverznce..... Rzpcrt Not Received Report Not Recszived . 0 .0097 0134
Savenburg..... 3 3 11 11 31 31 56 56 11 11 31 3 56 56 256 256 506 506 KA NA KA
] 2
= £ e A Y g .
Gas Rates
City (3y Minimum Cubic Feat City (By Minimum Cudic Feet
Pepulaticn) Charga Cu.Ft. 3,000 10,000 25,000 Population) Charge Cu.Ft. 3,000 10,000 25,000
5,000 - 11,000 . 999 or Less Cent.
Iola $2.90 1,000 $5.42  $14.44  $33.94 Argonia $3.28 1,000 $5.84  $14.77  $33.93
Little River . 3.00 1,000 §.00 25,50 61,00
Norwich 2.25 1,000 5.01 14.67 35.37
1,C00 - 4,999 Pawnee Rock 3.00 1,000 6.14 17.13 40,68
Jamestown 2,50 1,000 4.00 14.50 37.00
3.00 1,000 7.12 21.54 52,44
2,50 1,000 3.60 ‘7.45 15.70 Auburn 2,99 1,000 NE NA NA
1.50 0 5.49 14,80 34.75 Sylvia 2.66 2,000 3.%9 13.30 33.25
3.00 1,000 6.30 15.7 36.00 Uniontown 3.50 1,000 7.10 19.70 43.10
4.75 2,000 6.44 18,27 43,62 Vietmare 3.00 1,000 6.92 20,64 50.04
3.00 1,000 7.80 24,60 '60.60 Hamilton 2,50 1,000 5.50 16,00 38.50
4,00 1,000 8.65 24,97 62,25 Lancaster ) 3.00 1,000 5.C0 12.C0 75.00
4.75 1,000 9.15 24,55 57.55
4.50 2,000  6.65 21.70 53.95 Karveyville 2.50 1,000 7.18 22.78 60.73
3.00 1,000 5.60 14,70 34,20 Nzosho Rapids 4,00 1,c00 6.70 16.15 36.490
3.18 1,000 6.18 16.68 39.18 Rzading 2,50 1,000 5.00 13.75 32.50
Elbert 5,00 1,000 6.5C 13.55 27.80
Kechi 2.50 1,000 4,80 12.85 30.10
McFarland 3.00 1,000 6.80 20.10 48,50
3.50 1,000 7.00 » 19,25 26.25 )
3.25 . 1,000 6.11 16.12 37.57 walton 3.00 1,000 5.40 13.80 31.80
3.00 1,000 6.60 19.20 46.20 Palmer 2.50 1,000 5.64 16.09 38.74
6.00 1,000 10.36 25.62 53.32 Vindom 4.00 1,000 7.50 19.75 46.00
-S; 3.00 1,000  5.90 16.05 37.80 willowbrook 2,00 1,000 B.00 23.00 78.00
Garszn Plain 4,59 1,000 8.99 22.99 52,99 Agenda 2.50 1,000 5.54 16.18 31.38
Effirgham 2,50 1,000 5.80 17.35 42,10 Stark 4,00 1,000 6.20 13.90 30.40
Milfcrd 3.65 1,000 7.05 18,95 44 .45 Danville 2.50 1,000 5.50 16.00 38.50
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MEMORANDUM

CJune 3, 1977
T Special Committee on Energy

FROM: Ramon Powers, Legislative Research Department

-

R State and Federal Energy Conservation Activities

'The following is a review of federal and state activity
in the area of energy conservation. It is a comprehensive but
not definitive survey of legislation proposed and enacted by the
federal government and the various state governments. Also in-
cluded are references to orders of regulatory commissions. The
review of 1977 state legislation either proposed or enacted is
not complete because reports from most states on legislative
activity in 1977 have not been received.

Federal Activity

The first federal legislation concerning energy con-
servation was the "Energy Policy and Conservation Act' of 1975
(P.L. 94-163). That act established fuel economy standards for
new automobiles beginning in model year 1978, including labeling
provisions and a civil penalty for any unlawful conduct under the
act. One provision in the act provides that no state or political
subdivision can adopt or enforce standards for automobiles covered
by the federal standard. 1In addition, the federal government
will require all passenger automobiles it acquires to meet a
certain fuel economy standard.

P.L. 94-163 also provides for the testing of certain
products to determine their energy usage and the labeling of those
products except where it is determined that such labeling is not
technologically and economically feasible and not likely to assist
consumers in making purchasing decisions. The issuance of any
energy efficiency standard will be accompanied by test procedures
used to establish the standard. :

P.L. 94-163 contains a section which proposes the "develop-
ment and implementation by States of laws, policies, programs, -
and procedures to conserve and to improve efficiency in the use
of energy (that) will have an immediate and substantial effect
in reducing the rate of growth of energy demand and in minimizing
the adverse social, economic, political, and environmental
impacts of increasing energy consumption."

To become eligible for federal assistance in implementing
a state energy conservation plan, states must have as part of
their plan:
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1. mandatory lighting efficiency standards for public
buildings (except public buildings owned or leased
. by the United States);.

2. programs to promote the availability and use of
carpools, vanpools, and publie transportation
(except that no federal funds provided under this
part shall be used for subsidizing fares for public
transportation); =

3. mandatory standards and policies relating to energy
efficiency to govern the procurement practices of
such state and its political subdivisions;

4. mandatory thermal efficiency standards and insulation
requirements for new and renovated buildings (except
buildings owned or leased by the United States); and

5. traffic law or regulation which, to the maximum extent
practicable consistent with safety, permits the
operator of a motor vehicle to turn such . vehicle right
at a red stop light after stopping. ‘

Any state energy conservation plan may include the following:

1. restrictions governing the hours and conditions of
. operation of public buildings (except buildings
owned or leased by the United States); ‘

2. restrictions on the use of decorative or nonessential
lighting;

3. transportation controls;

4., programs of public education to promote energy con-
‘ servation;

5. any other appropriate methods or programs to con-
serve and to improve efficiency in the use of
energy. . .

: Industrial energy conservation is also targeted for
energy conservation initiatives in P.L. 94-163 . 1Industries that
consume at least one trillion BTU of energy per year and those
corporations identified as the 50 most energy-consumptive corpora-
tions in such industry are to be identified for individual energy
efficiency improvement. Within one year after enactment of this
act, the Administrator of the Federal Energy Administration must
set an industrial energy efficiency improvement target for each
of the ten most energy-consumptive industries. The chief executive
officer of each corporation identified must report annually on
the progress which such corporation has made in improving its
energy efficiency.



Other energy conservation provisions of P.L. 94-163
include mandatory standards with respect of energy conservation
and energy effieciency to govern procurement policies and decisions
of the federal government. The President is directed to develop
a ten~year plan for energy conservation with respect to buildings
owned or leased by the federal government ‘including mandatory
lighting efficiency standards and mandatory thermal efficiency
standards. Public education programs will be established and
van and carpooling encouraged. Government agencies are to report
on programs for savings in energy consumption. Finally, the
‘recycling of oil is to be encouraged and regulated. '

In 1976, the federal government enacted the "Energy
Conservation and Production Act" (P.L. 94~385). This act includes
a provision for developing electric utility rate design initia-
tives. The administrator of the Federal Energy Administration is
directed to develop proposals that are designed to encourage
energy conservation, minimize the need for new electrical generating
capacity, and minimize costs of electric energy to consumers.
Demonstration projects are to be funded which will improve
electric utility load management prccedures and regulatory rate
reform initiatives. Offices for consumer services in states
where they have been created will be assisted in their presenta-
tions before utility regulatory commissions.

In the area of energy conservation standards for new
buildings, P.L. 94-385 proposes to: ' :

(1) redirect federal policies and practices to assu~e
that reasonable energy conservation features wi:il
be incorporated into new commercial and residential
buildings receiving federal financial assistance;

(2) provide for the development and impleuentation, as
soon as practicable, of performance standards for new
residential and commercial buildings which are '
designed to achieve the maximum practicable improve-
ments in energy efficiency and increases in the use
of nondepletable sources of energy; and

(3) encourage states and local governments to adopt and
enforce such standards through their existing
building codes and other construction control _
mechanisms, or to apply them through a special approval
process.

The act provides for establishing a thermal performance standard
for new commercial and residential buildings. After that standard
has been established, no federal financial assistance will be

made available or approved with respect to the construction of

any new commercial or residential buildings in any area of any
state unless the state has certified that the local government
which has jurisdiction over that area has adopted a building

code that meets or exceeds the final performance standard or

the state has adopted a standard that meets of exceeds the

final performance standard on a statewide basis.
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One method of energy conservation in existing build-
1ngs is encouraged through weatherization assistance for low-
income persons. The purpose of this part of the act is to develop
and implement a supplementary weatherization brogram to assist
in achieving a prescribed level of insulation in the dwellings
of low-income persons, particularly elderly and handicapped
low-income persons. Financial assistance provided under this
section is for the purchase of weatherization materials with not
more than 10 percent of the funds for admlnlstratlon of weather-
ization projects.

P.L. 94-385 amends the "Energy Policy and Conservation
Act" by including provision for supplemental state energy conser-
vation plans. To be eligible for federal financial assistance
under this section of the act, states must:

(a) provide procedures for carrying out a continuing
public education effort to increase significantly
public awareness of:

(1) the energy and cost savings which are likely
to result from the implementation (including im-
plementation through group efforts) of energy
conservation measures and renewable-resource energy
measures; and

(ii) information and other assistance (including
information as to available technical assistance)
which is or may be available with respect to the
planning, financing, installing, and with respect
to monitoring the effectiveness of measures llkely
to conserve, or improve efficiency in the use of,
energy, includlng energy conservation measures and
renewable resource energy measures;

(b) procedures for insuring that effective coordination
exists among various local, state and federal energy
conservation programs within and affecting such
state, including any energy extension service pro-
gram administered by the Energy Research and
Development Administration;

(c) procedures for encouraging and for carrying out
energy audits with respect to buildings and in-
dustrial plants within such state; and

(d) any procedures, programs, or other actions required
by the administrator.

P.L. 94-385 also amends the Housing and Urban Develop-
ment Act to provide a national demonstration program designed to
test the feasibility and effectiveness of various forms of
financial assistance for encouraging the installation or imple-
mentation of approved energy comservation and approved renewable-
resource energy measures in existing dwelling units. The program



involves financial assistance in the form of grants, low-interest-
rate loans, interest subsidies, loan guarantees, and other types
of assistance. The amount of any grant cannot exceed the lesser
- of $400 or 20 percent of the cost of installing or implementing
an energy conservation measure or $2,000 or 25 percent of the
cost of installing or implementing an approved renewable-resource
energy measure. Finally, the Administrator of the Federal
Energy Administration is to prescribe rules for energy conserva-
tion and renewable-resource obligation guarantees.

The Carter "National Energy Plan" relies heavily on
"energv conservation'" as a means of reducing the reliance of the
United States on imports of petroleum and other fuels. The con-.
servation elements relate to various aspects of the plan:

Transportation - President Carter proposes a graduated
excise tax on new automobiles and light duty trucks whose fuel
economy fails to meet set mileage standards. The tax would be
coupled with rebates on cars that do better than those standards.
The standard would increase from 18 miles per gallon on 1978
models to 27.5 miles per gallon on 1985 models.

Strict enforcement of the 55 mile per hour speed limit
is also part of Carter's proposed Plan. -Withholding highway
trust fund revenues from states not enforcing the limit has been
suggested as a means of requiring enforcement.

A standby gasoline tax is proposed if targets for gaso-
line consumption are not met. The targets would allow limited
increases in consumption until 1980. If consumption exceeds the
target in 1978 and increases by 1 percent over the previous year
thereafter, a 5 cent per gallon tax would be imposed for the
following year. Funds collected from such taxes would be rebated
to the public through the federal income tax system or by direct
payments. To compensate for losses of revenues to states from
gasoline taxes, the federal government would reimburse the states
this loss through the Highway Trust Fund. -

Additional incentives include removing the 10 percent
excise tax on intercity buses to encourage use of that form
of transportation. Fuel tax preference would be eliminated for
all aviation and maritime fuels except for commercial airlines
and commercial fishermen. Finally, the government would purchase
cars for its fleet with average fuel economy of at least 2 miles
per gallon better than the federal standard.

Buildings - To encourage energy conservation in build-
ings, the Carter Plan includes a tax credit of 25 percent of the
first $800 and 15 percent of the next $1,400 spent by a homeowner
on approved conservation measures for improvements undertaken
between the time the proposal is enacted and 1985. State public
utility commissions would be required to direct the utilities
under their jurisdiction to offer customers a residential con-
servation service to be financed by loans to be repaid through
monthly utility bills.




Residential energy conservation loans would be made
available through the Federal Home Locan Mortgage Corporation and
the Federal National Mortgage Association. Funding for the exist-
ing low-income residential conservation program (weatherization)
would be increased. Recipients of funds allocated for Comprehen-
sive Employment and Training Act (CETA) would supply labor for
the residential conservation program. Rural homes would be
weatherized through a cooperative program provided by the Secre-
tary of Agriculture, rural electric cooperatives, and the Farmer's
Home Administration.

Federal grants would be available to public and non-
profit institutions for installation of energy conservation
measures. And, state and local government would be encouraged
to include in their local public works programs items which
contribute to energy conservation.

As proposed, the Carter plan calls for voluntary
congervation measures in the above-mentioned areas. However, if
such voluntary methods are not successful, mandatory measures
will be considered.

In the mandatory area, Housing and Urban Development
will require compliance by 1980 with efficiency standards for
new buildings under the Energy Conservation and Production Act
of 1976. This is a one-year acceleration of the program. Con-
servation efforts, including solar installations, will be
initiated in all appropriate federal buildings.

Appliances - Certain homes appliances, such as air
conditioners, furnaces, water heaters and refrigerators, would
have to comply with mandatory standards for efficiency. Present
developments of testing procedures and labeling will be continued.

Industrial Conservation - A five-year investment tax
credit of 10 percent for investment in conservation equipment,
including solar, would be made available to industry.

Cogeneration of Electricity and Process Steam - Co-
generation (production of electric power and other useful forms
of energy from waste heat) would be encouraged through:

(1) Exempting industrial users of cogeneration
from federal and state public utility regulations.

(2) Establish procedures under the Federal Power Com-
mission to assure fair rates for both sale of
power by cogenerators and for purchase of back-up

power.

(3) A tax credit of 10 percent in addition to the current
10 percent tax credit for purchase 0of cogeneration
equipment.



District Heating - State public utility commissions
would be encouraged to use district heating as a criterion in
siting certification and ratemaking for new generating facilities.

Etility Rate Reform - To encourage energy conservation
through utility pricing policies, the Carter plan will propose
the following: ' - :

(1) Mandating State Public Utility Commission to
require regulated electric utilities to phase
out and eliminate promotional, declining, and
other rates for electricity which discourage
conservation.

(2) _Encourage utilities to offer reduced rates to
customers for off-peak use and to those willing
to have their power interupted at times of
highest demand.

(3) HMandate State Public Utilities Commission to
require gas utilities to eliminate declining
block rates.

(4) Extend Federal Power Commission authority to
include utilities not owned under its jurisdic-
tion to require interconnection and power pooling
between utilities. : .

Finally, the o0il and natural gas pricing and tax policy
proposed by President Carter is directed at achieving substantial
savings in natural gas and petroleum consumption. The o0il and
gas consumption taxes are directed primarily at industrial and
utility use, and will encourage investments by .ndustry to use
scarce fuels more efficiently.

State Activity

The Kansas Energy Office is presently engaged in
initiating the development of a state energy conservation plan
with the intent of complying with federal guidelines and becom-
ing eligible for federal assistance in implementing the plan.
In October and November, 1976, public hearings were held
throughout the state to secure public imput. The Energy Office
contracted with the College of Engineering at Kansas State
University for the formal development of a proposed State
Energy Conservation Plan for Kansas. The plan is intended
to analyze energy use in Kansas and to develop possible energy
conservation techniques which could result in at least a 5
percent saving in energy by 1980.

Those states, like Kansas,which have decided to ini-
tiate development of a state energy conservation plan under
the Energy Policy and Conservation Act of 1975, are presently
involved in the process of developing such a plan. Two states,



California and Minnesota, enacted comprehensive energy conser-
vation plans which predate the federal law. Also, most states
have either enacted or considered legislation on a wide range

of "energy conservation'" measures that were not part of any
program for compliance with the federal act. Rather many

energy conservation measures were enacted in the wake of the
"energy crises" of 1973. Those measures include such diverse
measures as energy price labeling, appliance efficiency labeling,
building efficiency standards, auto efficiency standards, appli-
ance efficiency standards, life cycle costing, energy conser-
vation public information programs, energy savings in transpor-
tation, encouraging the use of alternative energy sources,

energy conservation in the utility sector, recycling of energy
intensive materials, and a conservation severance tax on resources.

Energy Price Labeling - A 1975 Vermont law providing
for the rights of service station operators also requires that
the price of all grades of gasoline for sale be posted on the
punmps dispensing the fuel. A 1975 Connecticut bill proposing
the creation of a state department of planning and energy policy,
also included a section requiring the public display of signs
required by the administrator informing the public of the octane
rating and price of gasoline and other fuels. Assembly Bill
No. 1887, approved by the Governor of California in 1975, amended
the state statute requiring the "octane number' and "anti-knock
index number" be properly posted and made conforming changes
in laws relating to advertisement of motor wvehicle fuel.

In 1976, a bill was introduced into the New Jersey
Legislature to require service staticns to post gasoline octane
ratings. '

Appliance Efficiency Labeling - A Michigan bill (H.B.
4307) introduced in 1675 would have required the Director of
the Department of Licensing and Regulation of the Michigan
Public Service Commission to promulgate rules that could
require appliances in wide use in residences and small commercial
establishments to bear labels indicating the "cost in dollars
or units of energy or both of operating the appliance as a
typical purchaser might operate it for a year or other period
of time." Additional information on energy use might be required
by the Director including statements on efficiency of particular
brands of appliances in relation to other brands.

A 1976 Florida bill would have directed the state's
Division of Purchasing to consider appliance efficiency in the
purchase by the state of major energy consuming appliances.
Minnesota, in its comprehensive energy conservation law, has
directed its Commissioner of Administration to conduct studies
of the state's purchases and use of supplies, automobiles, and
equipment having a significant impact on energy use in order
to determine the potential for energy conservation.

Auto Efficiency Labeling - In 1975, Illinois amended
its Vehicle Code to require gasoline mileage information to
be posted on the price sticker of each new passenger automobile.
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Building Efficiency - According to the Building Energv

Authority and Rezulations Survey: State Activity, as o
November, 1975, eight states have adopted. building energy
regulations. Four other states have regulations of a limited

nature, and nine states are considering regulations under
present authority. - ;

California was the first state to adopt broad energy
conservation standards for building design. Its 1974 law autho-
rized the California Commission of Housing and Community Develop-
ment to approve rules for implementing the law; the rules set
ninimum amounts of insulation to be placed in walls, attic
floors, and foundation walls of new houses, and it also esta-
blished the amount of glazing surface to be allowed. Also, in
1974, the Minnesota Legislature required the promulgation of
building design and construction standards '"consistent with
the most efficient use of energy."

Nevada Assembly Bill No. 716, enacted in 1975, requires
the Public Service Commission to establish insulation standards
by January 1. 1976, "for all buildings, public and private,
constructed in the State of Nevada." The minimum insulation
requirements would not supercede more stringent requirements
imposed by building codes of any city or county. In Oregon,
the Legislature enacted a bill that created an Energy Conserva-
tion Board within the Department of Commerce. The Board is
directed to adopt rules providing for maximum energy conservation
in design, construction, and repair of buildings. The rules
are to be included in the state building code. '

A Montana statute was passed in 1975 requiring a
state building code to "encourage efficiencies of design
and insulation which enables buildings to be heated in the
winter with the least possible quantities of energy and to be
kept cool in the summer without air conditioning equipment
or with the least possible use of such equipment." A 1977
Georgia bill authorizes development of a statewide standards
for thermal efficiency in new and renovated buildings, and
lighting efficiency standards for public buildings. A 1976
amendment to the lMinnesota energy conservation law requires
energy conservation in state-owned buildings.

A 1975 Texas law was designed to promote efficient
energy use in state buildings including buildings of state-owned
institutions of higher education. The goal is to achieve the
minimum lifetime cost of buildings. In Yashington, S.B.

2106 was enacted in 1975 to insure energy conservation prac-
tices are employed in the design of major publically owned or
leased facilities. The cost of energy consumed over the life
of the facilities is-to be considered in the construction of

such facilities. A similar bill was considered by the North

Carolina Legislature in 1975,
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In Kansas, the 1975 interim Special Committee on Energy
and Natural Resources recommended H.B. 2669 which would have re-
quired a minimum design criteria for new or remodeled buildings
(buildings would have to be designed in such a way that they would
have a certain level of resistence in walls, ceilings, and floors.
That level would have been the ASHRAE 90-75 standard). Because
the state does not have a statewide building code, H.B. 2669
tied building design standards to the law licensing architects
and professional engineers. . That bill was not enacted. The
Special Committee on Federal and State Affairs of the 1976 interim
recommended a bill that would have established a statewide
building code. The bill contained a statement that energy
usage standards be included in the code. That bill was killed
by the House Federal and State Affairs Committee.

In February, 1977, the State Corporation Commission
in Kansas issued a show-cause order setting a hearing on the motion
that no new hook-up be allowed for new homes and commercial
institutions served by utilities under the Commission's jurisdic-
tion unless such homes are adequately insulated. The Commission
is expected to issue in the near future an order establishing
a maximum energy consumption standard for new construction
served by utilities under its jurisdiction.

Infrared photography techniques are being used to
reveal the energy efficiency of structures. The Minnesota
Energy Agency, the U.S. Environmental Protection Agency (EPA),
and ERDA are jointly conducting a five-month series of aircraft
flights over 25 cities in Minnesota. EPA trains people to inter-
pret the pictures to citizens of communities photographed by
the infrared techniques. Some local governments, such as Omaha,
Nebraska, have also conducted such programs.

In various states, bills have been proposed that would
have provided an incentive for individuals to improve the energy
efficiency of their homes. A 1975 New Hampshire bill proposed to
exempt from reassessment for property taxes owner-occupied
single residences following installation of insulation. 1In
New York, two 1975 bills sought to exempt insulation, weather-
stripping, storm windows and doors, and caulking compound from
sales and use taxes. A similar bill was proposed in Iowa in 1975.
A 1975 New Mexico bill would have exempted from gross income tax the
receipts from sale of energy-savings materials such as insulation,
weather stripping, storm windows and caulking compounds.

A 1974 New Jersey bill would have exempted salzs of
all materials used in conservation of heat within a building
from the Sales and Use Tax Act. Another bill would have exempted
energy conservation improvements from real property taxation.
A bill providing for tax rebate for individuals who insulated
their homes was proposed in Louisiana in 1975. An Indiana bill
proposed in 1975 would have allowed an income tax deduction
equal to the cost of insulation plus installation charges to an
individual who insulated his or her home.
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In Kansas, a bill introduced into the 1975 Session
proposed ad valorem tax credits to certain homeowners whose
homes met minimum insulation standards. That bill did not
get out the of the House Assessment and Taxation Committee.
The 1977 Legislature, however, enacted a bill which allows
a state income tax deduction of 50 percent or $500, which-
ever is less, for the costs of labor and materials for the
insulation of the taxpayer's principal dwelling. '

Most states have implemented weatherization programs
for the homes of the elderly and the poor. In Kansas, federally
funded programs through community action agencies (there are
cseven in the state), area agencies on aging, and SRS Title XX
funding provide funds for weatherizing homes of those eligible
under each specific program.

Appliance Efficiency Standards - A recent California
bill proposes that 'mo new residential-type gas appliance
that is equipped with a pilot light shall be sold or installed
in the state after an alternate means has been certified by
the State Energy Resources Conservation and Development Com-
mission." Wisconsin is considering a similar bill in 1977.
A New York law was enacted in 1975 prohibiting the sale in the
state of any television receiver which incorporates a design
or which is arranged to maintain a continuous flow of electri-
city to certain components in order to provide immediate
reception on being energized. The prohibition affects all sets
sold after January 1, 1977.

: The 1974 California comprehensive energy plan directed
the State Energy Resources Conservation and Development Commission
to develop regulations prescribing standards for minimum levels

of operating efficiency for all appliances whose use requires

a significant amount of energy on a statewide basis. Standards
for numerous appliances have been promulgated.

In 1976, an Iowa bill was introduced in the Legislature
proposing to require the Energy Council to promulgate energy
efficiency standards for refrigerators, freezers, and air condi-
tioners manufactured after December 31, 1976. A 1976 New York
bill proposed to provide energy efficiency standards for new
room air conditioners. The 1977 Wisconsin Legislature is consider-
ing a bill to establish minimum energy efficiency ratios (ERR)
standards for room and central air conditioners.

Energy Conservation Public Information Programs - Various
states have established programs in thelr energy offices to
promote energy conservation. Minnesota created an energy CONSEr-
vation information center which "shall maintain a toll-free tele-
phone information service and disseminate printed materials on
energy conservation physical improvements, the techniques and
materials used to conserve energy in buildings'.  The federal
government is promoting the creation of State Energy Extension
Service programs. The 1977 Georgia Legislature established
an Energy Extension Service. The program is to provide technical
and advisory assistance on conservation measures and alternative




- 12 =

energy systems, to conduct public education and training _
workshops on conservation and alternative energy, and to establish
a feedback mechanism for staying aware of energy research and
development needs at the local level.

Transportation Efficiency ~ The comprehensive Minnesota
energy conservation law provides that the Commissioner of Righways
begin an efficiency study of the present traffic flow system
within the state as a means of increasing the efficiency of
present traffic loads. The Commissicner of Administration is
directed to study expanding the state telecommunication system
to reduce travel between all state departments and agencies.

A tax study commission is directed to study the feasibility of
encouraging car pools and private busing through the use of tax
incentives. The Minnesota Motor Vehicle Services Division

and the Energy Office are directed to study the feasibility

of modifying motor vehicle license fees to reflect energy con-
sumption. In the area of highway, street, and parking lot
‘lighting, authority is provided in the Minnesota law for
promulgation of regulations establishing maximum energy use
standards for street, highway, and parking lot lighting.

. Alternative Energy Sources - Proposals to encourage
the use of renewable energy resources have been considered in
most states and enacted in many of them. A 1976 Hawaii bill
proposed creation of a Hawaii Natural Energy Institute to study
the feasibility of utilizing a wave motor device to harness
ocean wave energy. Two California bills proposed in 1976
dealt with geothermal energy; one bill would have increased
the maximum area for prospecting permits for geothermal resources.

A 1976 California bill, which proposed the "Alternative
energy source bond law of 1976," was enacted. It authorized the
issuance of bonds to develop alternative energy sources only on
approval of the electorate. The proposed issuance of such bonds
was turned down by the electorate in November, 1976. A 1976
Illinois bill proposed $2,000,000 in bonds for development of
alternative energy resources. o

The primary alternative energy resource which states
have sought to support has been solar energy. The legislation
adopted in other states include providing tax incentives and
other inducements for adoption‘of solar energy.

By 1975, 12 states had taken action to reduce the tax
burden associated with the high initial costs of solar energy
systems. Subsequently, six states, including Kansas, passed
legislation in 1976 which provide tax incentives. There are
various types of tax incentives. :

(a) Property Tax Incentives - Some states passed
laws which' exempt the entire value of the
solar equipment, while others exempt a portion
of the solar equipment from property taxation.
A few states provide that the exemption be in
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effect only for a limited number of years.
Indizna, Arizona, Colorado, Illinois, Mary-

' land, Montana, New Hampshire, North Dakota,
Oregon, and South Dakota have enacted solar
property tax laws. The 1977 Legislature in
_Kansas enacted a property tax rebate of 35
percent on buildings equipped with a solar
‘system capable of providing 70 percent of
the energy necessary to heat or cool the
building.

(b) Sales Tax Incentives - State and local sales
taxes on solar equipment add to an already
substantial first cost of solar equipment.
Texas and Michigan exempt the sale, lease,
or rental of solar equipment from taxation.

(c) Income Tax Incentives - Property or sales

tax incentives have a marginal effect on

the marketability of solar systems, accord-

ing to a recent source. New Mexico, and now

Kansas and California in 1976, have passed

laws to affect solar's first-cost handicap.

Any taxpayer who installs a solar heating

or cooling system is granted a credit against-

his or her income tax liability for the lesser
0 : of 25 percent of the system's cost or $1,000.

These states also apply a credit to persons
who install solar energy systems on their
business property.

Eleven states, California, Colorado, Florida, Hawaii,
Iowa, Maine, Montana, New Mexico, New York, North Carolina, and
Ohio, have established and financially support an energy research
and development fund for indigenous renewable energy sources.
In most of these states, the fund is administered by an institute
or state agency which awards grants for specific research and
development projects. In Kansas, solar energy research is funded
primarily by federal money through the budgets of the state
universities. There is no special funding program in operation
in Kansas. e

Two states have amended their state building codes
to accommodate uses of solar energy. Florida now requires all
new single-family residential construction to be adaptable to
the future addition of a solar heating device to the hot water
.system. Minnesota has set stringent building and design construc-
tion standards for all new buildings and for remodeling of exist-
ing buildings. Some states have legislated life-cycle cost analysis
for state construction which may be an inducement to install
solar energy units. .

With the increased use of solar energy devices, tiie
problem arises of assuring that solar collection devices have
unobstructed access to direct sunlight:. Oregon has enacted a
law which permits local governments to enact zoning ordinances
taking into account solar exposures, and Oregon and California
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have enacted laws providing formal procedures whereby property
ovners negotiate solar easements for the protection of access
to sunlight. Massachusetts 1is considering a solar rights bill
that would protect 'the light necessary for solar systems to
. work," and would authorize new state zoning regulations and modi-
fied ordinances which would be required to include zoning provisions
to prevent interference of the solar systems that will be built
in future years. A proposed Colorado bill provides that a home-
owner could not plant a tree that would shade, immediately or in
the future, a neighbor's existing solar-energy collector or
reflector. Various states including Kansas have enacted laws
requiring that solar easements be in writing, be properly filed
and contain certain information.

Three states, Connecticut, Minnesota, and Florida have
enacted statutes authorizing state agencies to set efficiency stan-
dards for solar energy systems. :

Five states have legislated in this area, most with the
hope of securing the site for the national solar energy research
institute. Some legislation provides for creation of a state
agency to also promote investment in solar energy research and
applications in the state. Also, such agencies are to serve
as clearing houses for general and technical information on
solar energy. In 1977 the New Mexico Legislature authorized
$500,000 for solar energy research at New Mexico State University.

Four states, Iowa, Colorado, Nevada, and New Mexico, -

have appropriated funds for the demonstration of solar heating
o and cooling systems on state-owned or financed buildings. In

Kansas, 1977 S.C.R. 1601 directs the Secretary of Administration
to consider installation of solar systems for all new state
construction. Also, the Secretary is directed to provide solar
demonstration projects on state buildings. ‘A unique law passed
by the Massachusetts Legislature in 1977 allows banks and lending
institutions to make special loans to homeowners for the purchase
of solar energy systems. Such loans could be for up to ten years
and $9,500.

Energy Conservation in the Utility Sector - Proposals
to conserve energy in the electric utility sector are increasing
in pumber. Utility commissions have three ways of reducing the
amount of energy required to produce electricity; regulation,
encouraging voluntary conservation, and changing rate structures.
Recent legislation in Pennsylvania gives the Pennsylvania
Utilities Commission an in-house research and planning agency
that will help it forecast state energy demand and design
pricing structures to encourage conservation.

Tn California the Energy, Resources and Conservation
Development Commission is authorized to conduct industry enexgy
audits with the hope that voluntary measures can accomplish energy
conservation.

Tn Kansas, 1976 H.B. 2662 was proposed which would have
empowered the State Corporation Commission to require any public
utility engaged in the sale or resale of natural gas in the state
and any municipally owned or operated gas company to discontinue
service to its customers for purposes which are found by the
commission to be wasteful and not required for the convenience
and necessity of the public. The bill did not pass.
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Under their authority to prevent wasteful uses of gas,
state regulatory commissions have begun to issue orders restrict-
ing certain end uses of gas. However, most often the commissions
avait legislative direction in this matter. In Minnesota, the
use of decorative gas lamps is now prohibited by statute. Natural
gas utilities and LP gas distributors are required to notify
customers of the prohibition. The 1977 Kansas Legislature considered
H.B. 2225 which proposed to require all gas utilities to disconnect
all gas lines from decorative gas lamps by July 1, 1978. The
bill remains in the House Committee on Energy and Natural Resources.

Land Use Planning. for Energy Conservation - The Davis,
California, City Council has adopted a comprehensive energy
conservation plan. The city's building ordinance which was
designed to reduce energy demands for heating and cooling of
buildings included elements such as building orientation so as
to take maximum advantage of natural heating and cooling. Also,
the comprehensive plan encourages maximum use of bicycle trans-
portation and walking. Zoning is to be changed to require that
buildings optimize the effects of natural heating. Extensive
planting of trees along streets and in parking lots will create
a natural cooling effect in summer. The city is switching
to energy-saving vehicles. Also, Davis will guarantee '"'sun
rights" of new residential developments so that owners will not
fear that their solar equipment will be shaded by a neighbor
in the future. :

‘ Conservation Gas - Gas saved as a result of properly
insulating homes, equipping thermostats with automatic controls,
and installing furnace modifications designed to improve effi-
ciency has been designated "conservation' gas. Cost of these
alterations has been financed by including the incurred costs in
rate base of the utilities in pilot projects in three states
conducted by the Federal Energy Administration. In Kansas, 1977
H.C.R. 5031 directs the State Corporation Commission to study
the feasibility of permitting utilities to consider "conservation"
gas as a gas supply option. ' :

Recycling of Energy Intensive Materials - On November 2,
1976, voters in Michigan and Maine approved referendums to require
deposits on beverage containers. (Two other states did not
approve referendums on the issue.) Oregon and Vermont presently
have such laws requiring deposits on all beverage containers
sold in those states. South Dakota's law is a complete ban on
non-returnable containers. '

Conservation Severance Tax on Resources - Certain states
now impose severance taxes on minerals that are extracted from
beneath the soil of that state. Montana, for example, imposes a
severance tax amounting to 30 percent of the selling price on coal
having a medium BTU content, and 20 percent tax on low-BTU coal.
Louisiana imposes a severance tax of seven cents, per mcf,
on natural gas produced in the state. New Mexico's Legislative
Energy Committee is considering an "equalizing' severance tax
7hich would equalize the sales price of gas being produced in
the state. (The tax would amount to the difference between the
sale price of the gas being produced and the highest price being
permitted by the Federal Power Commission). The equalizing
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taxes would be used to reduce the consumption of both natural

gas and oil and thereby would be called "conservation' taxes.

It is intended to make other fuels more competitive with natural
gas' and place the same economic Pressures’ on gas users to

conserve fuel as have been placed on oil users since early 1974.
At present a conservation severance tax of eighteen-one-hundredths
of one percent of taxable value of a1l oil and gas products is

imposed in New Mexico.



10.
11.

2.
T3,
14.
15,
16.

17,
18.

19.
20.
21.
22

PROPOSALS IN THE
NATIONAL ENERGY PLAN

Gas guzzler tax

Standby gasoline tax

Raise mileage standards for post 1985Wperiodlabove 27.5 miles per gallon
Set standards for trucks above 6,000 pounds |

Remove 10 percent excise tax on busses

Raise tax on aviation fuel from 7 to 17 cents per gallon

Eliminate 2 cents per gallon rebate on fuel used by motorboats
Set higher fuel efficiency standards for Federal fleet

Federal vanpooling program

“Enforce 55 miles per hour Timit through restrictions on Highway Trust Fund

Develop program to compensate States for loss of State gasoline tax revenues
through sources such as the Highway Trust Fund

Residential tax éredit for insulation and other conservation measures

Require utilities to provide insulation and other conservation measures

Create secondary market for home conservation Toans _
Increase funds for weatherization program for the poor (up to $200 million annually)

Secretary of Labor encourage CETA fund recipients provide Tabor for weatherization
program

Secretary of Commerce encourage Local Public Works applicants to include enerqgy
conservation actions in their proposals :

Rural home conservation program through loans provided by the Department of
Agriculture ‘ ‘

Business tax credits for insulation and other conservation measures

S900 million program of grants to schools and hospita]s for conservation measures

Speed-up mandatory standards for new buildings by one year

Executive order to improve fuel efficiency in'FederaT buildings




" 23.
24,
25.
26.

a7
28.
29,
30.

3k
3.
33
34.
35,

36
37,
38.
35,
40.

41.
42.
43.

44,

45,

Federal solar building program (up to $100 million over the next three years)
Mandatory appliance standards |
Tax credit for industrial conservation measures

Exempt industries using cogeneration from Federal and State public utility
regulation : .

Assure fair rates for power sold and bought by cogenerators
Tax credit for cogeneration
Demonstrate district heating at major ERDA facilities

ReqUire electric utilities to phase out promotional, declining block, and other
rates that do not reflect cost

Require utilities to offer off-peak rates

Require electric utilities to offer interruptible rates
Prohibit master metering

Prohibit gas utilities from using declining block rates

Establish regulatory program for gas utilities similar to the one for electric
utilities

Expansion of interconnections and power pools

Increase price of newly discovered 0il to 1977 world price over a three-year period

Tertiary recovery of o0il would receive world price

Crude 0i1 equalization tax

Provide authority to establish a 1id on both producer prices and the wellhead tax
if world oil prices increase faster than inflation

Increase price of new gas to the Btu equivalent of the refiner acquisition costs
(without tax) of all domestic crude oil, approximately $1.75 per McF

Set a ceiling of $1.42 per McF for interstate natural gas made available at the
expiration of existing contracts

Set a ceiling of $1.75 per McF for intrastate natural gas made available from
expiration of existing contracts

Allocate high-priced gas to industry and other low priority uses

Extend FPC jurisdiction to synthetic natural gas facilities
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47.
48.
49.
50.
51.
5.

83.
54.

55.
06

57,

58.
59.
60.
61.
62.
63.
64.

63
66.
67

68.

‘ .

Allow the President to set higher incentive prices for hard to get, expensive

- gas, such as that found in the geopressurized zone

Designate a coordinator to expedite movement of Alaskan oil to markets

Provide authority to limit Elk Hills pProduction

Subject Alaskan oil to $11.28 wellhead ceiling price, exempt it from the equalization

tax, and treat it like uncontrolled 0il for purposes of equalization tax
Secretary of the Interior would review 0CS leasing procedures

Allow shale 0il the world pri;e of 01l

Create task force to identify areas of the country where synthetic natural gas.

plants can be built
Increase drilling for Devonian shale

Assess the dissolved gas potential in the geopressurized zone along the cost of
the Gulf of Mexico '

Study the national energy transporation system

Eliminate gasoline price controls, if feasible, with authority to reimpose controls
if prices rise above a predetermined level ‘

Diversify sources of imports by government to government negotiations to remove
obstacles to o0il development

Create a 1 billion barrel Strategic Petroleum Reserve

Put in place contingency plans

Taxes on industry and utility use of gas and oil

Revise coal conversion regulatory program

Endorse use of best available control technology

Encourage States to designafe lands under significant deterioration within 3 years

States would be required to expedite reclassification to enable energy planning
to proceed expeditiously ‘

Endorses study of EPA non-attainment policy
Study of health effects of increased coal production

Conduct a $3 million study of the Tong-term effects on the atmosphere of carbon
monoxide and hydrocarbons

Review of stack gas scrubbing technology




' 69.
70.
71.
72
73.
74.
75.

76.
77.

78.
79,

80.

81.

8L

83

84.

85.

86.

87.

88.

il

Expand research on fluidized-bed combustion

Expand research on coal cleaning

Initiate design of a commercial-sized solvent refined coa] plant

Pursué an active RD&D program for high Btu coal gasification

Pursue an activé RD&D program on producing synthetic crude oil from coa1
Defer indefinitely commercial reprocessing

Cancel construction of the Clinch River Breeder Reactor Demonstration Project and
all component construction, Ticensing and commercialization efforts

Reopen the order books for U.S. uranium services

Guarantee delivery of enrichment services to countries that share U.S. non-
proliferation objectives

Expand U.S. enrichment capacity with a centrifuge plant

Reorient ERDA's Natural Uranium Resources Evaluation program and include an
assessment of thorium reserves

Expand NRC's audit and inspection staff to increase the number of unannounced
inspections and to assign one permanent inspector to each nuclear plant

Make mandatory the voluntary reporting of minor mishaps and component failures
at operating reactors : . -

- Develop firm huc]ear siting criteria with clear guidelines to prevent siting of

future nuclear plants in densely populated locations, in valuable natural areas,
or in potentially hazardous locations

Study the entire nuclear licensing process, establish objective critefia for
licensing and drop extensive individual licensing for plants based on standard

designs

Encourage a national industry-Tlabor agreemént dealing with construction of nuclear
power plants ! :

Create a task force under the Assistant to the President for energy to review
the entire ERDA waste management program

Corps of Engineers study on the potential for additional hydropower installations
at existing dam sites

Tax credit for residential installation of solar equipment

Business tax credit for investments in solar energy




89. Encourage States to amend property tax laws to exempt so]ar‘insta11ations from
assessments :

90. Encourage States to enact legislation to protect access to the Sun and promote
consumer education

91. Increase research on solar systems, including photovoltaic, biomass, ocean thermal,
etc.

92. Allow biomass and municipal solid waste to receive same credits as coal under coal
conversion program

93. Extend to geothermal dri11ing.the tax deduction for intangible drilling costs that
! is now available for o0il and gas drilling ‘

94. Encourage Federal agencies to streamline procedures to remove barriers to the
development of geothermal resources

s

95. Create a neﬁ Office of Sma1]—$cé]e Technologies in ERDA

96. Increase research on geothermal energy

97. Reduce the rate of growth of energy consumption to below 2 percent
98. Reduce gasoline consumption below the 1976 level

99. Reduce oil imports to less than 6 million barrels a day

100. Establish a Strategic Petroleum Reserve of 1 billion barrels

101. Increase coal production by about two-thirds, to more than one billion: tons annually
102. Insulate 90 percent of American homes and all new buildings

103. Use solar énergy in more than 2% million American homes

104. Create a Petroleum Production and Reserverlnformation System

105. Create a Petroleum Company Financial Data System

106. Create an Emergency Management Information System

107. Create an office under the Under Secretary for planning and evaluation to promote
competition

, - | ;
108. Review need for further steps, including legislation, on horizonally and vertically
integrated firms :

109. Support "dealer day in court" legislation

A
110. Provide intangible drilling costs relief to independent producers comparable with
the tax treatment their corporate competitors réceive

111. Review of Federal programs that provide funds for planning new energy development

112. Develop a redesigned emergency assistance program to Be administered by HEW

i Aid




" THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: G.T. Van Bebber, Chairman r
- William G. Gray '
R.C. Loux

In the Matter of the Issuance of a Show
Cause Order Concerning all Electric and
Gas Utilities with Reference to Changes
in Tariffs to Restrict Connections in New
Residential Dwellings and New Commercial
Buildings to Those Meeting Insulation
Requirements.

DOCKET NO. 110,766-U

et it S S S P N

ORDER

Now, on this 13th day of May, 1977, the above-entitled matter comes
on for consideration and determination by the State Corporation Commission of
Kansas upon its own motion. The Commission, having examined all its files and

records and being fully advised in all the premises, finds and concludes that:

I. INTRODUCTION

1. On February 25, 1977, the Commission issued an order directing
jurisdictional gas and electric utilities to file tariffs by April 7, 1977, pro-
viding that no new connections or attachments to their systems would be made
unless new residential dwellings and new commercial buildings had been equipped
with adequate jnsulation. The tariffs would apply to new construction and would
provide that neﬁ residential dwellings must have storm doors and windows and must
be so constructed that the total heat loss does not exceed 35 BTU's per square
foot per hour of heated finished living érea, and installed air conditioning shall
have an energy efficiency ratio of 7.5 or more BTU's of heat rejection per watt of
input. New commercial buildings must be constructed to Timit heat transmission loss
to 35 BTU's per square foot per hour of heated area and meet the same air-conditicning
energy efficiency-standards. The tariffs would also provide that the utilities
shall require written certification of adequate thermal treatment and air conditioner

rating, and provide for inspection by the utilities before making any new connections



coveredrby the tariffs, which would apply to such attachments made on andrafter
June 1, 1977. Pursuant to.the order, any jurisdictional utility not filing such
tariffs by 10 A.M., April 7, 1977, was required to appear before the Commission
at that time and show cause why such tariffs had not been filed.

2. A hearing was held on April 7, 1977, as scheduled. At that hearing
the Commission suspended indefinitely the date of June 1, 1977 as the effective
date of the tariffs required by the order of February 25, 1977'(TR 44). Testimony
of three witnesses was heard, and a second hearing was scheduTed for 10:00 A.M.,
April 25, 1977. Parties who desired to testify at this hearing wére_directed to
pre-file testiméhy-or submit a summary of expected testimony by April 18th (TR 45):
parties desiring to submit comments were asked to do so prior to April 25th (TR 9).
Eight witnesses testified at the hearing on April 25th; no other witnesses desiring
to be heard, the hearings in this docket were closed.

3. APPEARANCES _

Appearances in this docket were entered by Floyd E. Gehrt, Topeka,
Kansas, for Associated General Contractors of Kansas, Inc., Intervenor; Terry
0'Keefe, Wichita, Kansas, for Home Builders Association of Kansas, Inc., and
Wichita Area Builders Association, Intervenors;.Geraid L. Goodell, Topeka, Kansas,
for Kansas Savinéé & Loan League, Intervenor; Raymoﬁd S Menendéz, Topeka, Kansas,
for Kir-Ron Enterprises, Intervenor; William F. Sheehan III, Topeka, Kansas, for
Kansas Society of Architects, Inc., Intervenor; Terry 0'Keefe, Wichita, Kansas, for
Air-Conditioning & Réfrigeration Institute, Comfort Supply Company, and Westing-
house Corpﬁration; Allan J. Arlow, Chicago, I11inois, and Richard C. Byrd, Ottawa,
Kansas; for Western Power Division; Central Telephone & Utilities Corporation;
Larry Hall, Hastings, Nebraska, and Richard C. Byrd, Ottawa, Kansas, for Kansas-
Nebraska Natural Gas Co.; Donal Guffey, Kansas City, Missouri, and Richard C. Byrd,
Ottawa, Kansas, for Gas Service Company; Richard C. Byrd, Ottawa, Kansas, for |
Greeley Gas Company, SEKCO Gas Company, and Empire District Electric Company;
Robert W. Green, Ottawa, Kansas, and David L. Smith, Kansas City, Missouri, for
Kansas City Power & Light Company; Bob Storey, Topeka, Kansas, and William H. Reeder,
Independence, Kansas, for Union Gas System, Inc.; Warren D. Andreas, Winfield, Kansas,
for the City of Winfield; D. Douglas Stratton, Wichita, Kansas, for Kansas Gas &

Electric Company; James L. Grimes, Jr., Topeka, Kansas, for Kansas Power & Light
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Company, Southwestern Pub]ié Service Company, and Commercial Pipe Line Company,
Inc.; Thomas E. Gleason, Ottawa, Kansas, for Central Kansas Power Company, Inc.;
Robert Pennington, Chanute,'Kansas, for the City of Chanute; David McClure,
Wichita, Kansas, for Arkansas-Louisiana Gas Company§ James Wright, Topeka, Kansas,
for Carrier Air—Conditioning Company and ByrantrAiE—Conditioning Company; Thomas

H. Sachse, Ottawa, Kansas, appearing wfth Robert W. Green and David L. Smith for
Kansas City Power & Light Company; John Helser, Wichita, Kansas, for Kansas Gas &
,E]ectric Company; and Thomas J. Pitner, General Counsel, appearing with Richard W.

Snyder, Assistant General Counsel, for the Commission's staff and public generally.

IT. FINDINGS
4. The evidence of record indicates a continuing decline of petroleum

and natural gas supplies in the United States and in Kansas, resulting in a need
for stringent energy conservation measures now, rather than waiting for the energy
crisis to worsen. This is particuTérly true in Kansas, which places great
reliance on the use of natural gas in heating homes and commercial buildings, as
well as generating electricity. Additionally, large amounts of electricity are
used for space heatiﬁg and air conditioning, both in homes and in commercial estab-
lishments. During the last 12'months, 66% of the electricity used in Kansas was
generated by the use of natural gas and oil (Robel, TR 16). 0il reserves are
declining by 3.5% a year and natural gas reserves are declining by 4.7% a year;
production of these two products is declining at an even faster rate (Robel, TR
16-17). Residents of Kansas will be facing increasing energy coéts, and action
to reduce energy waste is essential to protect our dwindling supplies of natural
gas and oil to the maximum extent possible. With few exceptions, all parties agreed
with the Commission's action initiating these proceedings and felt it was essential
that steps be taken to cdnserve energy by imposition of insulation requirements which
would reduce heat loss and increase the energy efficiency ratio (EER) of air con-
ditioning. |

| The only real issues were the date the Commission order should become
effective, the EER of 7.5 set forth in.the Commission's order initiating this
proceeding and who should certify that new residential dwellings and new commercial
buildings meet the standards ordered by the Commission. With regard to the effective

date of our order, most of the parties who presented testimony or comments in the



hearing stated it would take about three years to rédesign and produce air
conditioning units with an EER of 7f5 (Hude]son, TR 71; Printy, TR 107; Cundiff,
TR 139; Goode, Comments). Mr. wa1£;r Kalman of the Air Conditioning and Refrig-
eration Institute, whose members manufacture more than 90% of all air conditioning
and refrigeration equipment, testified that a lTead time of five years should be
allowed to meet the standards propésed by the Commission'(Tﬁ 27). The Coleman

Company and Carrier Division of the Carrier Corporation now produce air con-

ditioning equipment which meets the EER standard of 7.5 proposed by the Commission

(Hudelson, TR 55; Printy, fR 106); furthefs Mr. Hudelson testified that of the 6291
models with a capac%ty of Tess than 65,000 BTU's listed in the directory of the Air
Conditioning and Refrigeration Institute, approximately 20%, or 1258 models, have
an EER of 7.5 (TR 55). The other basic objection to an effective date of June 1,
1977 (now suspended) was that wholesalers and retailers of air condifioning equiphent
have large inventories of such equipment in stock which could not be’disposed of
in Kansas, and the resulting loss would put them out of business (Cundiff, TR 131,
137).

The Commission now believes that an effective date of June 1, 1977
would work an undue hardship on manufacturers, who]esé]ers and retai]er§'of air
conditioning equipment. However, we do not be]ieve that our order should be delayed
two or three years, as the need for energy conservation exists now and furtﬁer
delay would only worsen the existing shortage of‘energy supplies. We believe that
November 1, 1977 1is a reasonable date for implementation of our standards. Several
companies already manufacture equipment which meet our proposed standards and an
effective date of November 1st would allow wholesale aﬁd retail dealers an
opportunity to dispose of, or substantially reduce, their existing inventories
(Hudelson, TR 56). Further, as our order relates only to new residential dwellings
and new commercial buildings, there would still be a market of existing structures
for air cbnditioning equipment in stock on November 1st. .

In regard to the EER of 7.5 set forth in our initial order, we have
already discussed the manufacturer's views concerning this standard from the
standpoint of time. Additionally, testimony and comments were presented indicating

the problems that would arise from having different standards in different states



(Hudelson, TR 63; Comments, Pietsch, General Electric Co.). Another problem
discussed was the additional cost of more efficient.air conditioning units and
the fact that it would depriye people of a choice as to what they could buy
(Comments, Pietsch; Hudelson, TR 56; Cundiff, TR 137, 138). However, there was
also testimony that more efficient air conditioning units, better construétion
and more insulation would result in a saving to the consumer which would offset
the additional cost incurred initially (Sullivan, TR 97, 98; Fink, TR 124, 125).

An additional benefit would be a possible reduction in generating capacity required

by electric utilities to meet their peak Toad demands. The Commission agrees that

having different standards in different states would impose an undue burden on

manufacturers of air conditioning units. California is the only state requiring
such standards at the present time, although other states are considering the
same standards and the California standards will probably be adopted by the Federal

govefnment (Hudelson, TR 57). California requires an EER of 7.0 for air conditioning

units. Manufacturers of air conditioning units are in the process of producing

units which will meet that standard and additional changes in design and production

would not be required to meet a standard of 7.0; Accordingly., we believe the

California standards are reasonable, and by following such standards the problem

of different standards in several states would be eliminated, at least as it
relates to our order.

Concerning our proposed EER standard for air conditioning units, con;
sideration must also be given to heat pumps, which provide both heating and cooling.
The testimony concerning heat pumps indicated that heat pumps are less efficient
on the air conditioning side due to compromises which must be effected between
evaporation and condenser functions; therefore, the EER for heat pumps should be

slightly less than for straight cooling equipment (Hudelson, TR 57, 58). This is

| @ reasonable recommendation and we will adopt it.

Our initial order would require certification by the utilities that
heat loss and EER sfandards are met before the utilities may connect service to new
residenfial dwellings and new commercial buildings. Repfesentatives of the Gas
Service Company and Kansas City Power and Light Company teétified that this require—‘
ment would impose an unreasonable, costly burden on the utilities (Sullivan, TR 88,

89; Fink, TR 118, 119). Such a requirement would entail hiring of additional



personnel to conduct inspections, and would expose the utilities to litigation
and possible 1iability in the event of a refusal to provide sefvice. Both utilities
proposed that the customer provide the utility involved with a certificate of -
compliance, executed by the customer himself or his agent, such as the architect,
‘builder or heating-cooling contractor. This would also eliminate a duplication
of effort by different utilities, as‘most residences and commercial buildings in
Kansas utilize both gas and electric service. Mr. Fink testified that The Gas
. Service Company serves 212 communities in Kansas and does not have sufficient
qualified ﬁersonne1 to conduct the necesséry inspections (TR.119}. Two witnesses
who are architects testified that it would be no problem to design structures
meeting the standards proposed by the Commission (Kingdom, TR 155; Bullinger, TR 170);
however, they could only certify as to the design, not that the completed structure
complied with the proposed standards. After consideration of all evidence relating
to this issue,'the Commission has concluded that the most reasonable and practical
method for certifying that new structures covered by this order meet the heat loss
and cooling EER standards imposed is to require the owner to certify that the
structure meets the standards established by this order. Further, the owner will
attach supporting statements from the architect and the contractor, if either or
both such persons are emplbyed in the design and construction of the residential
dwelling or commercfa] Eui]ding, Additionally, the utilities will provide the owner -
or building contractor a set of the standards to be met at the time application is
made for temporary service during construction. |
One other problem area was raised by the evidence, namely, identifying
what projects would come within the order; e.g.., the status of construction work
already in progress on the-effective date of our order. Further, testimony was
received that some large projects take three years planning and are still not in
the construction stage (Kingdom, TR 150). Other problems might arise in meeting
budgets that have already been established and loan programs set up to finance
the projects (Kingdom, TR 149). We be1ie§e that the majority of such pfob]ems will
be resolved by making the effective date of our order November 1, 1977. However,
for clarification, our order will not apply to new construction where the foundation
of the structure has been completed on November 1,‘1977; our order will apply to all

other new construction of residential dwellings and commercial buildings.
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CONCLUSIONS

5. Based on the foregofng, it is concluded:

a. All natural gas and electric utilities subject to the jurisdiction
of this Commission shall file tariffs with the Commission no later than September 1,
1977, providing that no new connections or attachments to their system will be
made unless newly constructed residential dwellings and newly constructed com- -
mercial buildings are equipped with adequate -insulation to meet the stahdards set
forth hereinafter, and newly constructed residential dwellings are equipped with
storm doors and windows, or other satisfactory window and door thérmai treatment.

b. New residential dwellings shall be constructed so the total heat

loss, based on the ASHRAE Handbook of Fundamentals, does not exceed 35 BTU 's per

‘square foot per hour of heated floor area of finished living spacé, at a design
temperature differential of 80 degrees Fahrenheit with a maximum of 1 1/2 air

- changes per hour.

c. New commercial buildings shall be constructed so heat transmission

loss of heated areas, based on the ASHRAE Handbook of Fundamentals, does not exceed

35 BTU's per square foot per hour of floor area based on a design temperature
differential of 80 degrees Fahrenheit.

d. The energy efficiency ratio of all air conditioners in new residen-
tial dwellings and new commercial buildings on and after November 1, 1977, shall
be not less than 7.0; the energy efficiency ratio of heat pumps in such structures
shall be not less than 6.7.

e. The energy efficiency ratio of all air conditioners in new
residential dwellings and new commercial buildings on and after November 1, 1979
shall be not less than 8.0; the energy efficiency ratio of heat pumps in such
structures shall be not less than 7.5.

f. In the case of a structure which is heated and/or cooled in only a
portion of the structure, this order shall apply to the heated and/or cooled portion
only. |

g. Before connection or attachment of service to a new residentia]
dwelling or new commercial building, all gas and electric utilities shall require
a certificate from the owner that the structure meets the standards set forth
herein. The owner will also provide supporting statements from the architect and
the building contractor, if either or both such persons are employed for the
design and construction of such dwellings or buildings.

..7_



6. The following definitions shall apply in implementation of this order:

a. New residential dwelling: ATl new hotels, motels, apartment houses,
lodging houses, private homes and other residential dwe?iihgs, construction of which
commences on and after the efféctive date of this order. The order does not apply
to mobile homes, or any new regidential dwe]ging where the %oundation has been
completed by November 1, 1977.' This defihit{on shall apply‘to buﬁ]dings of mixed
occupancy. |

b. New commercial buf1dings: Any budeinQ used to provide, at
wholesale or retail, storage, services, supplies, goods or products to the public,
other than a building used for the purposé of man@facturing raw material into a
finished product. This order does not apply to any new commercial building whose

foundation has been completed by November 1, 1977.

c. Energy efficiency ratio (EER): The ratio of net cooling capacity

in BTU/hr. to total electric input in watts.

d. Heated space: Space within a building which is provided with a

positive heat supply having a connected output capacity in excess of ten (10)

BTU/hr. per square foot.

e. "Shall" or "will": As used in this order is mandatory for
performance.
7. Model tariffs for gas and electric utilities are attached as

addenda to this order.

IT IS, THEREFORE, BY THE COMMISSION ORDERED that no later than'
September 1, 1977 all gas and electric utilities subject to the jurisdiction of
lthis Commission'sha11 file tariffs with the Commission in compliance with
paragraph 5 of this order. |

The Commission retains-jurisdiction of tHe subject matter and the
parties for the purpose of entering such further order or orders as it may deem
necessary.

Van Bebber, Chmn.; Gray, Com.; Loux, Com.

Steven D. Carter, Secretary

RWS :agm

GROER MAILED JUN 281977( |



ELECTRIC

-Addendum to the General Rules and Regulations for Electric Service to conform
with the Commission's Order in Docket No. 110,766-U.

Thermal Treatment: Standards specified hereunder shall be effective
on and after November 1, 1977 for all new service provided for resi-
dential dwellings and commercial buildings for which the foundations
have not been compieted on November 1, 1977. Before connection or
attachment of service to a new residential dwelling or new commercial
building, the utility shall require a certificate from the owner that
the structure meets the standards set forth herein. Further, the
owner will attach supporting statements from the architect and
contractor, if either or both such persons were employed in the
design and construction of the new residential dwelling or commercial
building. Compliance with such certification is required for per-
manent Utility Service.

(a) A new residential dwelling must be equipped with
storm windows and storm doors or other satisfactory win-
dow and door thermal treatment. Total heat loss,

based on the ASHRAE Handbook of Fundamentals, of a new
residential dwelling shall not exceed 35 BTU's per
square foot per hour of floor area of heated finished
Tiving space at a design temperature differential of

80 degree Fahrenheit with a maximum of 1) air changes
per hour. '

(b) New commercial buildings must be constructed so
heat transmission loss of heated areas, based on the
ASHRAE Handbook of Fundamentals, does not exceed 35
BTU's per square foot per hour of floor area based on
a design temperature differential of 80 degrees
Fahrenheit.

(c) A1l installed air conditioning systems on and
after November 1, 1977 shall have an energy efficiency
ratio of 7.0 BTU's or more of cooling capacity per
watt hours of input based on the current ARI Standards.
A11 heat pump systems, on and after November 1, 1977
shall have an energy efficiency ratio of 6.7 BTU's or
more of cooling capacity per watt hours of input based
-on current ARI Standards.

(d) A1l installed air conditioning systems, on and
after November 1, 1979, shall have an energy efficiency
ratio of 8.0 BTU's or more of cooling capacity per watt
hours of input based on the current ARI Standards. All
heat pump systems, on and after November 1, 1979 shall
have an energy efficiency ratio of 7.5 BTU's or more

of cooling capacity per watt hours of input based on
current ARI Standards.



GAS

_Addendum to the General Rules and Reguiat1ons for Gas Seryice to conform with
the Cormission's Order in Docket No. 110,766-U.

Thermal Treatment: Standards specified hereunder shall be effective
on and after November 1, 1977 for all new service provided for resi-
dential dwellings and commercial buildings for which the foundations
have not been conp]eted on November 1, 1977. Before connection or
attachment of service to a new re51dent1a[ dwelling or new commercial
building, the utility shall require a certificate from the owner that
the structure meets the standards set forth herein. Further, the
owner will attach supporting statements from the architect and
contractor, if either or both such persons were employed in the
design and construction of the new residential dwelling or commercial
building. Compliance with such certification is requ1red for per-
manent Ut1i1ty Service.

(a} A new residential dwelling must be equipped with storm
windows and storm doors or other satisfactory window and
door thermal treatment. Total heat loss, based on the
ASHRAE Handbook of Fundamentals, of a new residential
dwelling shall not exceed 35 BTU's per square foot per

hour of floor area of heated finished Tiving space at a
design temperature differential of 80 degree Fahrenheit
with a maximum of 1) air changes per hour-.

(b) New commercial buildings must be constructed so
heat transmission loss of heated areas, based on the
ASHRAE Handbook of Fundamentals, does not exceed 35
BTU's per square foot per hour of floor area based on
a design temperature differential of 80 degrees
Fahrenheit.
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Issues Considered in a Full Scope Examination
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" Issues addressed under Elmer Fox, Westheimer & Co."s full scope examina—

tions are as follows:

-~ Rate base

» Method selected ~ end of period, average of test period, fuéure test
year ] ' .
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o Va]uatlon methods employed for rate base=

Te - o T L T e S s

. Proper treatment of oonstruotlon work in progress,

- .
e . - P - - < 3 " i sy
. B ol Ll S G A e dTIE

- Rate of returns earned on Servioes provided by related entities.

utility service.

o - om ot tavmamys e e 5% B e w, wgw a e,
o TEETE G & popels_pair ) - ST O

v Effect of adjustments to plant arising out of any FPC compllaooe audlts,

"‘-. " e e .'- . 5

.-Evaluation of rates of loterest being capltalized in plant costs.

egem » . ee - .-'. -_‘i.' .

. c55515tené§'of company oéerheads belng capitallzed in plant costs.

s e LY
- 4 -

. Evaluation of obsolete or retired plant lncluded in rate base. %

» Consideratiou of cash working capital me:hods employed not in compllance

&

e Con51deration as to whether all plant is either used or useful in renderlng

with standard forty-five day rule. . R B B8 TSy R .

« Stuvdy of cash flow characteristics of the compony, cash planning methods
utilized by corporate treasurers and short and long-term plans for cash

. needs. JE R d, o : - O s W e @ el T

. Consideration of normal materials and supplies stock.

Income statement

. Representative test year selected.

.-Expense allocations from related entities.

. Effect of union wage agreements, strikes or retroactive payments,

. Proper matching or synchronizing of income statement with rate base.

Consideration of climatical conditions (degree days) on representative
sales,

Representative mix of sales between high and low gross margin customers.

. Representative mix of fuel supplies from various suppliers or sources.

_.-Representative mix of electricity purchased versus production from own

turbines. - : R : s

» Representative storm damages.
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) Consideration of dincome tax settlements for Prior yea2rs.
Effect of merchandising operations.

. Effect of advertising programs.

. Effect on fiscal test yvears for company accounting adjustments not pre=
pared except zt calendar year—end.

'+ Proper inclusion of out-of-period adjustments on historical test year.

. Effect of changes in depreciation rates.

E . Consideration of flow~through income tax accounting versus normalized income
tax accounting, ’ ' ; )
, .
» Construction income tax benefits.
« Determination that expense accrual policies are comsistently applied.

Consideration of bad debt experience ratios with recent trends.
« Consideration of fuel pass-along clauses. ; - o
= Capital structure

Comparison of existing capital structure with historical trends.

Consolidated capital versus parent or subsidiary sepzrate capital structure.

- Double leverage concepts.

Yield to common equity resulting from total rate of return earned or
granted.

Consideration of imbedded interest costs.
Eifect of recent debt or equity issues.

~ Allocation methods employed o .

Consideration as to consistency of methods eaployed between various states
or jurisdictions. :

Consideration as to consistency of methods eaployed in prior cases,

Consistency of methods employed in relationship to cost characteristic of
plant or expenses being allocated.

-

Consideration as to the proper allocation of company adninistrative costs
to electric, gas or water for a multiutility company.
~— Rate tariffs preoposed

+ Review of cost of service studies or method enployed.

. Determination that proposed rate tariffc oanaroro wawanis smcedeed - .
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" « Consideration as to new tarifis added or deleted.

- Consideration as to

the effect of any fuel riders added or
base rate. ' - ’

rolleé into

« Consideration of effect of any seasonal rates.

« Consideration of any ra:e'regrouping or combining.,

dnain S
.
'
Ll

TG TG e T 3 e
:

it Y A




Line

o A o

oo

10

12
13

14

15

Electric plant im service
Reserve for depreclation

Het electric plant in service
Plant held for future use

Construction work in progress

‘WOrking capitale

KANSAS GAS AND ELECTRIC COMPANY

ELEMENTS OF THE KANSAS JURISDICTIONAL RATE BASE

May 31, 1974
' A B : c D
Applicent proposed adjustments
Annuallze Pro forma
Balance per depreciation Pro forma additional
books as of expense to addicional material

May 31, 1974

year-end level

fuel stock

and supplies

$429,335,956
© .. 586,201,792

333,134,164
171,900

- 654,573

333,960,637

- Fuel stock 2,765,184
Plant materials and operating supplies 2,321,272
Prepayments 432,168
Cash -

Total working capital

Total rate basa

e ————

5,518,624

$339,479,261

1

(2)

(2)

(2)

1,873,300
(1,873,300)

e

{1,873,300)

3(11873!390)

§
7,186,266

e

_1,186,266

$7,186,266

(1) Represencs a computation mada by Applicant rather than & book balance as of May 31, 1974.

(2} Represents an average for the test period. Al

.

$

376,249 °

—ei

376,249

£326,269

Docket.¥o, 102,640-U
Schadule B=-1
Paga l of 3

Balance as
adjusred by

Applicant

$429,335,956
98,075,092
331,260,864 .-
171,900
654,573 (1)

| ee— T

332,087,337

9,951,450
2,697,521
£32,168

—

13,081,139

534531681475



' Docket No. 102,640-T
‘ . : ; " * Schedule BE=1
KANSAS GAS AND ELECTRIC COMPANY Page 2 of 3
' ’ ELEMENTS OF THE KANSAS JURISDICTIONAL RATE BASE " _
May 31, 1974
F G R 1 J
Applicant®s allocatinn To
Lins Kansas Staff adjuatments = increage (decreare)
Wo. REC and PWM jurisdictlonal No, 1 No, 2 No, 3
i Electric plant in service $24,102,291 $405,233,665 $ $ $ ..
2 Reserve for depreciation 5,182,850 92,892,242
3 Net electric plant in service 18,919,441 312,341,423 - - ’ -
4 Plant held for fucure use 6,046 165,854 (165,854)
s Conscruction work in progzress 3,927 650,646 (650,646)
& 18,925,414 313,157,523 !165,854) 5650|6&6) -
7 Working capicals . .
8 Fuel steck 814,029 9,137,421 b (6,598,429)
a Plant materials end c_sps:r:ating cupplies 63,910 - 2,633,611 . .
io Prepayments ' 24,245 407,923 .
L 11 Cash R - T . 19 —_—
‘- i2 Total working capital 902,184 12,178,953 - - (6,598,429)
g 13 Totral-rate base §19,831,598 $325,336,878 $(165,854) §(650,646) $(6,598,429) .
S . ® . .
z d . *
j [ ]
4
g . '
5 . '
j .
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i * ; ‘ Docket MNo. 102,640-U
; : : ' _ Schedule B-1
. KANSAS GAS AND ELECTRIC COMPANY . ‘Page 3 0f3

. BLEMENTS OF THE KANSAS JURLSDICTIONAL RATE BASE .

May 31, 1974

4 L M N 0 .
. . Staff adjusted ,
Kansas ’
_ Line ’ ' Sraff adjustments = increase (decrease) - jurisdictional
No. : 3 d No. & No. 5 No. 6 No. 7 rate base
1 Electric plant in service g $ $ $ §405,233, 665
2 Reserve for deprecistion : 92,892,242
3 Net electric plant in serviecae - = & - - 312,341,423
4 Planc held for future use -
s Construction work in progresa : L ’ . -
B .2 PRI OSBRI 5 Y. 312,341,423
7 Working capltalt o
8 Fuel stock . ' 625,156 (1,284,026) s 1,880,122
9 Planc materials and oparating supplice . * (2,161,622) 471,989
10 Prepayments g . 3 . (48,539) ¢ 359,384
11 Cash , ;- A _ =
12 Total working ecapital : 625,156 (1,284,026) (48,539) (2,161,622) 2,711,495
13 Toral rate base _ e $625,156 §(1,284,026) §(48,539) 5(2,161,622) $115,052,918
i _‘  - it <, "_, : g -_' o '
. .. 3 ' . ‘. . : /
S - L™ ) £ %! --,‘..;\-‘- ie b ™ - L IR .'. . day Wi A e
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*
. . . )
. * 5 E a . -
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Docket No, 102,640-U
Schedule B-3
KANSAS GAS AND ELECTRIC COMPANY

COMPUTATION OF EXCESS CASH WORKING CAPITAL AVAILABLE

Line )
_No. y . A B
i Kansas pro fogmd operarion and maintenance expensc (Schedule C-1) $43,71131,972
2 Less purchased powc: . 661,741
3 Expenses requlring cash working capital _ $43,052,231
4 Forty-five days of operation and maintenance expenses exclusive of
5 puichased power (12.5%) ‘ $ 5,381,529
6 Deductions from the forty-five days allowable expenses! : )
7 Federal Income tax on fnceme ) . $1,250,251
8 State income tax on (ncome ’ i Ty ) . 188,543
9 Ad valorem taxes 5,693,686
10 City gross recelpts tax 410,671
11 Total deductions 7,543,151
12 Excess cash working capital provided _ . 2,161,622
13 To apply (ush!wnrklng capital provided to other warklng capltal elements:

14 Plant materials and operating supplies ’ $ 2,161,622
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10

Operating revenue

Op

perating expenses:
Cper

eraticn and maintenzncel
Produccicon

"Transmission

Diseribution

Custemer accounks

Sales

ddministracive and general

.

Tatal operation and maintenince

Depreciation and amorcization
Taxes other than income taxes
Income taxes = current
Deferred incoma taxess

Liberdalized depreciation

Liberalized depreciation =

prior years

Investmant rax eredic
Investwment tax credilit amortization

Total cparating expenses
Operating incoma

Batae of return

Docket Mo. 102,640-0

Schedule C=1
KANSAS GAS AND ELECTRIC COMPANY

STATEMENT OF OPERATING INCOME UNDER PRESENT FILED RATES S ®
¥Yor test year ended May 31, 1974 . '
A B c ' D B F : G
i . Kansaa

Applicant - _ . Staff “jurirdictional
) adjustments Total company i adjuctments as adjusted.

Total company - fo total cowpany operations Applicant allocation to to Kansas by Staff
operations oparations as adjusted Kansas Jurisdictional wugpder preseat

per books {Schedule C-2) by Applicant REC and PWM Jurisdictional {Schedule C-3) rates:

98,271,611

$83.001,173  '$15,180,438 84,474,179  $93,797,432  $9,390,082  $103,187,514

27,193,833 4,036,501 31,230,134 2,552,521 28,677,813 1,149,060 29,826,873

740,415 51,260 ° 91,675 | 61.988 729,687 4,743 734,430

3,859,353 266.712 4,126,085 ° 32,326 4,093,759 26,571 4,120,330

2.075.508 144,540 2,220,049 4,745 2,215,304 14,481 2,229,785

962,515 144,518 1,107,033 - 1,107,033 (36.279) 1,070,754

5.572.697 . 508,718 6,081,415 211,127 5 870,288 (138 483) 571,800

40,404, 322 5,152,269 45,556,591 2,862,707 42,693,884 - 1,020,088 43,713,972

10,545,700 1,873,300 12,419,000 . 684,646 11,734,354 - 11,734,354

. 7,105,376 1,451,395 8,556,771 465,357 8,091,414 °  (148,272) 7,943,142

(1.549,000) 4,509,000 2,960,000 (513.227) 3,473,227 2,499,229 5,972,456

4,193,000 ;- 4,193,000 235,227 3,957,773 - 3,957,773
(31,000) (68,000) (99,000} (5,554) (93, 446) - (93,245)
2,854,000 - 2,854,000 160,109 "2,693. 891 s 2 2,693,891 -
(176,000) (51,000) (227,000) (12,735) (214,265) - (214,265)

63,346,398 12,866,964 76,213, 362 3,876,530 72,336,832 3,171,045 75,707,877

19,764,775 §$ 2,313,474  §22,058,249  § 597,649  §21,460,600 96,019,037 - § 27,479,637

_ . . 8.721
P S T . - : -
1 ,.‘ .'l
-t . -
. 4 ‘
. P d y ‘ L)
. . L LA Ve . iy . .

-



(V. R NP N

= O

Debr equity:
First morcgage bonds
Pollution conrrol ravenus bonds

Notes payable and commsrcial peper

Preferred equity:
Preferred stock

Customer related equicy:
Customer advances

Customer deposits

Accrued interest on customex

deposits

Reserve for injuries snd damages

Deferred income taxes on liberalizad
depreciation

Deferred investment tax credit

Common equitys

Common stock

Premium on capital stock
Retained earnings

Job developmant invastment credit

KANSAS GAS AND ELECTRIC COMPANY

KANSAS RATE OF RETURN FOR OTHER THAN COMMON EQUIT?I

Schedule D=2

Hay 31, 1974. .
A B c D E F g
Allowvable
i Customer tate of |
Ratlo of welated Pazcent Cost of returan for H
Capitolizatlon capitalization equity at Total equicty of rotal related other than
May 31, 197§ Mav 31, 1974 Mavy 31, 1974 May 31, 1974 equity equity common equity
$165,000,000 § $165,000,000 46.89 6.372 ‘2,992
15,000,000 15,000,000 4,26 5.83 25
19,600,000 . 19,600,000 5,57 11.20 62
- 199,600,000 60.34% - 199,600,000 56.72 o
33,701,100 . 10,19 5 33,701,100 9.58 5.78 .55
469,643 469,643 .13 - -
& 737,633 . 737,633 .21 . 4.00 .01
182,611 182,611 .05 - -
113,900 113,900 .03 - =
< 12,716,000 12,716,000 3.62 1,50 .05
2,006,244 2,006,244 57 1.50 - 01
: = 16,226,031 16,226,031 4,61
31,770,078 © 31,770,078 9.03 7 - :
291,595 291,595 .08 1 ¢ -
65,407,868 65,407,868 18,59 7 - .
- 5)900,000 4,900,000 1.39 ? -
97,469,541 29.47 4,900,000 102,369,541 29,09 :
$330,770,641 100.00% $21,126,031 $351,896,672 100.00% 4.48%
- . —
. =.g\,u,1-n; '.b....."...-p‘...--- e it il TR R i s & .
- ot ta b N
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KANSAS GAS AND ELECTRIC COMPANY
COMPUTATION OF KANSAS JURISDICTIONAL TAXABLE INCOME

For teat year ended May 31, 1974

Operating income from Schedule C-1
Add:
Income taxes = current
Deferred income taxes:
Llberalized depreciation - net
Investment tax eredlt = net

Add items deducted for book purposes that
are not deductlble for tax purposes:
Compensatlon reserve
Adjustment of bond premlum and expense

Less ltems deductible Eor tax purposea but

not deducted for book purposes:
Payroll taxes capitalized
Ad valorem taxes caplitalized
Pension costs capltalized
Excess of tax rates atrafght-line deprecifation

over book rates straight-line depreciationm

Credit for dividend paid on certain preferred stock
Interest expense
Amotttzatlon of debt dlecount, oxpense and premium

Taxabla income

Ducket No. 102,640-U

Schedule C-5

A B Cc D E
Total Company Kansas
Befare Staff Staff Staff adjusted Allocation jurisdictlonal
_adjustments adjustments amounts ratio amounts
$ ] § $27,479,637
5,972,456
3,864,327
2,479,626
19,796,046
12,500 12,500 96.50% 12,063
4,517 4,517 94.39 4,264
5 17,017 $ - $ 17,017 16,327
§ A26?,106 §$ (27,860) $ 239,246 96.50 230,872
317,893 135,433 453,326 94.39 427,894
481,721 4,913 486,634 96.50 469,602
1,521,467 = 1,521,467 94,49 1,437,634
107,648 - 107,648 94.139 101,609
12,199,002 1,339,141 13,538,143 94,39 12,778,653
28,584 o 28,584 94.39 26,980
ilhl9232421 SIIASIIBZT $16,375,048 15,473,244

§2&|3191129
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Statc.aent of Income for the years ended December 31
' 1975
Opefatiig Reveniios: ... «omis do5es sieen SUsms QD0 Fewns 5 vess sedies aeeh $126,165,853
Operating Expenses: '
ST 39,272,773
Deferred fue]l (INOe 2) cnizcuin s sins sioes s ses ves Foaros yaws o s & save 2,427,162*
PUIEhased DOWET. . « wivivie n eumioe o sivmia s ssniiin o 5,006 5635 3 SHM0H 5 ERNTS HaaHE U0 2,824,219
OEBer OReretiBTs s « puws cunn o « s » mme s n g » semen oo s o 16,505,540
MATIENANED & ¢ oo & e § e £ e © PR ¥ S S « ST & e s oues S 7,345,051
DEBTEBIaton . weees sodies = imhs 5ot & 0050 DEeeE SO 5 S0EEE Y SRS S00E T 13,092,000
Taxes—other than INCOMa1taxes .......cvriiriranncunrennnanenncionn. 8,910,639
Iricome taxes (Note 6] xu « cans v swe o swwmn Samas s s s o aams s s woss 13,031,000
Total operating expenses . . ... .ouu i e e e 98,554,060
OReratifg INEOIME. ...’ & conen b wwii i § 55008 S0SE § 058 ¢ S0WmE © 5005 5 S00s 3 g & 27,611,793 AUg Ludz—:i
Other Income and Deductions:
Allowance for funds used during construction ..........ciieeiuiiiainnnn. 5,090,448
Irictme taves—tiet (NS0 : : sdue v vowes vemn § rous pevas ¥ SOwEs Sows 8 SEEs ¥ 1,899,000
Miscellaneous—net . .. ..o e ittt 76,230%
Total other income and deductions . .......vorirereeenennenonn e s 6,913,218
Income Before Interest Charges ..........coiiiiteiiiieenrmennacnnas - 34,525,011
Interest Charges:
Interest on long-term debt. .. ... it i i it e e e 13,324,066
L] T=3 151 =1 =11 (RSP 2,715,436
Amortization of debt premium, discount and expense—net................ 39,345
Total interest Charges . .. ..ot iiiii it ittt e tie i tearnnaaarenns 16,078,847
Net Income . . ...t it e tetesersanasaaansasaasanasnncenss 18,446,164 -
Preferred Stock Dividends ................ N SWRUTN . KT, S 3,571,753
Earnings Applicable to Common Stock .................... PR ' $ 14874411
Average Shares of Common Stock Qutstanding . ..................... 5,116,775
Earnings Per Average Share of Common Stock .............ccu.... e $291
* Denotes red figure. ‘
See notes to financial statements.
Market Prices and Dividend Rates of Stocks Listed on National Exchanges
Type and Exchange 1976 1975
4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qtr. 4th Qtr. 3rd Qtr. 2nd Qtr. 1Ist Qtr.
Stock Market - '
Statistics
Common Stock-NYSE :
Market Price - High $21-3/4  $20-5/8 $19-1/8  $19-3/4 $19-1/4  $17-7/8 $18-3/8 $16-3/8
-Low 19 18-1/2 18-1/8 18-1/8 16-5/8 15-7/8 15-1/8 11-3/4
Dividend Rate -
Per Share .44 42 .42 .42 .42 .40 .40 .39
4-1/2'% Preferred-ASE
Market Price - High 53 51-1/2 51 54-1/2 47-1/2 49 51 51
-Low 48-1/2 47-1/4 45-1/4 45 44 43 416-1/2 42
Dividend Rate -
Per Share 1.125 1.125 1.125 1.125 1.125 1.125 1.125 1.125



SECTION D

Schedule 2
Page 1 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC PLANT IN SERVICE
DECEMBER 31,‘1971, 197z, 1973
MAY 31, 1973 AND 1974
Account B December 31 May 31
No. . Description 1971 1972 1973 1973 1974
(1) (2) ) (4) (5) (6)
Intangible plant » &
301 Organization § 7,284 § 7,284 45,131 - $ 45,131
Total 7,284 7,284 &5 ,131 - 45,131
Production plant L
310 Land and land rights 477,458 477,458 2,220,519 477,458 2,220,519
311 Structures and improvements 13,612,718 13,413,734 24,019,206 13,414,361 24,008,871
312 Boiler plant equipment 43,343,093 43,282,769 103,265,459 43,289,075 105,012,109
314 Turbogenerator units 40,268,023 40,531,956 54,671,698 40,527,425 ~ 54,670,433
315 Accessory electric equipment 8,380,532 8,447,793 14,808,133 8,455,158 14,805,705
316 Miscellaneous power plant equipment 906,595 923,170 1,867,200 923,965 1,877,859
Total 106,988,419 107,076,880 200,852,215 -107,087,442 202,595,496
Transmission plant : ' ,
350 Land and land rights 4,287,848 4,808,689 5,213,200 4,809,462 545256842
352 Structures and Iimprovements 973,373 1,257,262 1,336,402 1,228,561 1,339,238
353 Station equipment 23,821,001 28,015,822 30,548,128 28,066,640 31,371,984
354 - Towers and fixtures 3,015,251 3,627,059 4,322,127 3,627,059 4,317,919
355 Poles and fixtures 13,326,449 15,578,370 17,967 ,021 15,576,310 18,272,523
356 Overhead conductors and devices 17,125,123 _ 19,585,355 21,729,801 19,586,856 21,940,044
357 Underground conduit T 284,043 301,249 319,676 301,180 319,676
" 358 Underground conductors and devices 186,179 233,431 264,450 233,431 264,917
g Roads and trails 19,910 19,910 20,326 19,910 19,909
Total 63,039,177 73,427,147 81,721,131 73,449,409 83,102,952




SECTION D

: Schedule 2
Page 2 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC- PLANT IN SERVICE
DECEMBER 31, 1971, 1972, 1973
MAY 31, 1973 AND 1974
ine Account December 31 May 31
No . No. Description 1971 1972 1973 1973 1974
(1) - (2) (3) (4) (5) (6)
Distribution plant
20 360 Land and land rights _ . § 655,154 § 688,281 § 719,177 § 690,918 § 719,810
21 JEL Structures and improvements . 801,973 - 848,856 984,460 847,387 997,689
22 362 Station equipment 14,801,802 15,394,539 16,408,256 15,348,737 16,553,419
23 364 Poles, towers and fixtures - 18,715,719 19,692,765 20,709,496 19,716,726 21,059,048
24 Ba5 " Overhead conductors and devices 16,890,122 17,751,844 18,704,995 17,751,278 18,911,977
25 366 Underground conduit 4 2,603,710 2,965,612 3,288,450 2,960,860, 3,304,109
26 367 Underground conductors and devices 3,376,717 3,831,425 4,132,186 3,898,984 4,204,409
27 ‘368 Line transformers 29,266,428 30,812,506 33,340,281 31,460,479 35,161 ;795
28 369 Services 7,896,508 - 8,415,593 9,125,977 8,596,786 9,423,703
29 370 Meters 8,094,608 8,442,020 8,865,634 8,558,178 9,033,959
30 371 Installations on customers' premises 6,036 6,036 3,496 6,036 3,496
31 372 Leased property on customers' premises 32,974 32,974 32,974 32,974 32,974
312 373 Street lighting and signal systems 5,390,074 5,760,377 6,028,123 5,705,938 6,044,812
33 Total 108,531,825 114,642,828 122,343,505 115,575,281 125,456,200
General plant
34 389 Land and land rights 780,668 781,164 798,127 791,726 798,168
35 390 Structures and improvements 8,686,970 8,653,741 8,927,322 8,652,378 8,929,100
36 " 391 Office furniture and equipment 914,397 956,395 970,445 955,598

1,003,059
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SECTION D
Schedule 2
Page 3 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC PLANT IN SERVICE
DECEMBER 31, 1971, 1972, 1973
MAY 31, 1973 AND 1974
Line Account December 31 May 31
No. No., Description 1971 1972 1973 1973 1974
(1) (2) (3) (4) (3) (6)
37 392 Transportation equipment $ 2,308,114 § 2,416,879 $ 2,702,131 $ 2,337,726 $ 2,674,529
38 393 Stores equipment _ 142,279 143,211 ' 144,440 144,065 147,737
39 394 Tools, shop and garage equipment 268,967 282,740 306,337 292,641 . 317,458
40 395 Laboratory equipment 274,000 282,172 294,126 285,688 302,346
41 396 Power operated equipment 416,383 453,378 475,114 453,171 474,123
42 397 Communication equipment 2,018,890 2,836,206 3,240,454 2,809,356 3,349,005
43 398 Miscellaneous equipment 123,825 140,612 140,292 138,794 140,652
44 Total 15,934,493_ 16,946,498 . 17,998,788 16,861,143 18,136,177
45 Total electric plant in servicq-' - $294,501,198 $312,100,637 $422,960,770 $312,973,275 $429,335,956
Reference

Sec D Sch 1



KANSAS GAS AND ELECTRIC COMPANY

SECTION H
Schedule 3

Page 1 of 1

REVENUES
- YEARS ENDED DECEMBER 31, 1971, 1972, 1973 AND
MAY 31, 1974
Line ‘Account , Twelve Months Ended
No. Number Description 12/31/71 12/31/72 12/31/73 5/31/74
(L (2) (3) (4) (3)
= Sales of electricity :
X 440 Residential . $24,208,290 . 8$25,614,990 §27,675,375 $28,419,036
g 442.1 Commercial 18,643,811 19,948,700 21,403,394 21,936,806
3 442 .2 Industrial 18,660,254 19,574,365 21,612,134 - 23,343,153
4 &4 4 Public street and highway lighting 828,989 © 905,120 977,590 1,022,992
5 447 Sales for. resale 8,260,246 7,331,058 7,376,071 75,675,022
6 Total ~70,601,590 73,374,233 79,044,564 82,397,609
. Other operating revenues
7 450 Forfeited discounts 369,427 362,112 399,594 411,680
8 451 Miscellaneous service revenues 55,669 52,414 63,301 73,475
9 454 Rent from electric property 113,562 157,239 185,128 192,917
10 456 Other electric revenues 10,047 9,067 11,883 15,492
11 Total 548,705 580,832 659,906 693,564
32 Total . §71,150,295 $73,955,065 $79,704,470 583,091,173



KANSAS GAS AND ELECTRIC COMPANY
OPERATING EXPENSES
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

S

chedule 4

Page 1 of 5

.

Distribution expenses

-~ P SO

MAY 31, 1974
Line Account Twelve Months Ended
No. Number Description 12/31/71 12/31/72 1231175 5/31/74
(1) (2) (3) (4) (5)
Power production expenses
Operation
1 500 Supervision and engineering $§ 191,858 $ 194,832 $ 234,849 8 266,948
2 501 Fuel 13,952,248 © 14,197,788 16,624,014 18,862,763
3 502 Steam expenses 509,136 465,719 799,985 ' 992,169
4 - 505 Electric expenses 622,540 646,277 744,678 820,481
5 506 Miscellaneous steam power expenses 264,638 262,973 407,519 612,864
6 507 Rents ' - - 14,000 24,000
7 Total 15,540,420 15,767,589 18,825,045 21,579,225
Maintenance :
8 510 Supervision and engineerlng 176,579 189,877 211,016 230,612
9 511 Structures 191,008 157,090 154,626 185,940
10 512 Boiler plant 417,559 477,537 1,301,763 1,795,451
11 513 Electric plant 360,236 511,148 685,764 988,369
12 514 Miscellaneous steam plant 31,827 32,680 42,862 61,190
13 Total 1,177,209 . 1,368,332 2,396,031 3,261,562
: Other power supply expenses :
14 555 Purchased power 1,377,880 2,719,977 2,137,902 1,761,611
£ 556 Steam control and load dispatching 404,212 429,473 543,608 566,973 -
16 557 Other expenses . 41,244 16,240 24,934 24,462
17 Total 1,823,336 3,165,690 2,706,444 2,353,046
18 Total power production expenses 18,540,965 20,301,611 23,927,520 27,193,833
" 31 Total 318,965 339,362 460,420 441,038
32 Total transmission expenses 619,846 651,299 754,639 740,415




Line

“No.

19
20
21
22
23
C 24

25
26
27
28
29
30
3,
32

33
3¢

—

SECTION H
Schedule 4
Page 2 of 5

. KANSAS GAS AND ELECTRIC COMPANY .
OPERATING EXPENSES
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

MAY 31, 1974
Account , ' ; : ; s Twelve Months Ended
Number Description , __ 12/31/71 12/31/72 12/31/73 5/31/74
(1) - (2 ) () )
Transmission expenses
Operation ) : ; .
560 ~ Supervision and engineering ' $ 51,601  § 47,869 $ 34,445 . § 35,155
562 Station expenses : . A . 219,679 230,596 216,370 221,284
563 Overhead line expenses . 8,099 6,197 13,628 13,774
. 566 Miscellaneous transmission expenses . 21,215 - 26,928 29,407 28,5535
567 Rents _ _ 287 347 369 369
Total : - 300,881 311,937 294,219 2905377
Maintenance -
568 Supervision and engineering 27,822 ‘ 29,174 26,658 27,336
569 Structures ; 2,308 4,302 4,270 2,968
570 Station equipment 138,743 150,455 - 182,266 188,496
571 Mainenance of overhead lines 122,178 121,925 202,847 171,684
572 Underground lines - - 204 108
573 Miscellaneous transmission plant ) 27,914 33,506 44,175 50,446
Total - : 318,965 339,362 460,420 441,038
Total transmission expenses ‘ 619,846 651,299 754,639 740,415
" Distributlion expenses
Operation : ;
580 Supervision and engineering 233,141 216,038 199,678 208,852
582 Station expenses e : ' 215,712 228,238 227,744 231,133
583 Overhead line expenses : 261,068 249,223 296,393 303,848



KANSAS GAS AND ELECTRIC COMPANY
: . OPERATING EXPENSES '
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

SECTION H

Schedule 4
Page 3 of 5

. MAY 31, 1974

Line  Account , -~ Twelve Months Ended

No. Number Description 12/31/71 12/31 )72 12/31/73 5/31/74
) (1) (2) (3) (4) (3)
36 584 Underground line expenses $ 11,235 $ 14,757 $ 17,077 $ 20,001
37 585 Street lighting and signal system expenses 174,557 189,426 189,195 187,868
38 586 . Meter expenses 320,804 334,736 359,468 - - 374,986
39 587 Customer installation expenses 95,454 97,326 147,776 . 150,387
40 588 Miscellaneous dlstribution expenses 201,569 206,663 221,490 230,646
41 589 Rents 24,343 24,584 23,893 23,289
42 g Total 1:537.883 1.560,991 1,682,714 1,731,010
Maintenance

- 43 590 Supervision and engineering 117,963 118,010 149,866 156,405
A 591 Structures 7,348 © 5,879 4,803 4,310
45 592 Station equipment 123,763 166,497 146,782 155,629
46 593 Maintenance of overhead lines 1,114,836 1,169,559 1,289,299 1,305,921
47 594 Underground lines 134128 25,262 30,112 34,574
48 595 Line transformers 145,315 127,351 134,456 146,484
49 596 Street lighting and signal systems 104,904 104,630, 104,161 119,741
50 597 Meters _ 88,653 89,232 93,247 92,763
51 598 Miscellaneous distribution plant 79,591 88,581 114,939 112,516
52 Total 1,795,501 1,895,001 2,067,665 2,128,343
53 Total distribution expense 3,333,384 3,455,992 3,750,379 3,859,353




KANSAS GAS AND ELECTRIC COMPANY
OPERATING EXPENSES ‘
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

'SECTION H

Schedule 4
Page 4 of 5

MAY 31, 1974
Line  Account . . Twelve Months Ended
No. Number Description 12731 71 12/31/72 12/31/73 5/31/74
(1) (2) 3) - (4) (5)
Customer accounts expense , :
54 " 901 Supervision $ 12,356 - § 102,227 $ 104,922
55 902 Meter reading expenses 335,318 356,922 382,450 405,617
56 903 Customer records and collection expenses 1,289,126 1,311,705 1,450,671 1,485,640
57 904 Uncollectible accounts 66,350 60,450 38,400 52,250
58 905 . Miscellaneous customer accounts expenses 22,513 23,697 27,229 27,080
59 Total customer accounts expenses 14,725,653 L7152, 114 2,000,972 2,075,509
Sales expenses _ .
60 911 Supervision _ 99,576 92,893 79,666 73,514
61 912 Demonstrating and selling expenses 945,072 1,095,579 633,173 617,232
62 913 Advertising expenses : 282,363 281,212 222,666 173,098
63 914 Revenues from merchandise 176,153% 179,016% - -
64 915 Cost of merchandise 174,568 176,467 - -
65 916 Miscellaneous sales expense 87,005 91,006 96,132 98,671
66 Total sales expense 1,412,431 1,558,141 1,031,637 962,515
Administrative and general expenses
Operation :
67 920 Administrative and general salaries 1,934,219. 2,001,242 2,044,725 2,131,584
68 921 Office supplies and expenses 551,174 630,662 787,285 817,465
69 922 Administrative expenses transferred 288,390% 317,795% 384 ,625% 385,331%*
70 923 Outside services employed 81,811 91,233 162,273 164,351
7 924 Property insurance. 204,951 223,467 250,505

204,195




SECTION H

Schedule %
Page 5 of 5
KANSAS GAS AND ELECTRIC COMPANY
OPERATING EXPENSES
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND
- MAY 31, 1974

Line  Account . : ' ' Twelve Months Ended

No. Number Description 12/31/71 12/31/72 12/31/73 5/31/74

) | - @ 3) ) )
72 925 Injuries and damages _ . $ 117,770 5§ 117,193 $ 127,801 $ 134,553
73 © 826 Employee pensions and benefits 1,196,729 1,396,923 - 1,476,500 1,666,354
74 928 Regulatory Commission ; . . B ; - - 71,263 65,697
75 930 - Miscellaneous general expenses : ' 367,345 _ 341,716 571,409 591,270
16 931 . ~Rents ' 19,217 19,353 19,727 18,410
717 Total ‘ 4,184,070 4,485,478 5,099,825 5,454,858
_ - Maintenance ‘ S ' '

78 932 Mainténance of general plant . 56,897 120,242 ‘ 140,010 117,839
79 A Total 56,897 ‘ 120,242 140,010 117,839
80 - Total administrative and general expenses 4,240,967 4,605,720 5,239,835 54572 697
81 Total operation ' ‘ 26,524,674 - 28,602,600 31,640,856 34,455,540
B2 ~ Total maintenance 3,348,572 3,722,937 5,064,126 5,948,782
83 Total operating expenses ' 529,873,246 532,325,537 $36,704,982 $40,404,322

*Denotes red figure .
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House Concurrent Resolution No. 5031
By Representatives Miller and Mainey
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A CONCURRENT RESOLUTION directing the state corpora-
tion commission to study the feasibility of permitting gas
utilities under its jurisdiction to consider “conservation gas” as
an additional natural gas supply option, directing said com-
mission to study the feasibility of permitting jurisdictional
electric utilities to finance the installation of energy conser-
vation improvements and directing said commission to inees
tigate [study] certain alternatives to existing rate structures of
Jurisdictional electric utilities.

WHEREAS, The state and the nation are experiencing natural
gas shortages which will grow increasingly more severe: and

WHEREAS, Natural gas is a premium fuel which the state and
the nation can no longer afford to waste; and

WHEREAS, Energy conservation is a fundamental goal of state
and national energy policies; and

WHEREAS, Capital requirements for improving efficiency in
natural gas use are often less than the capital requirements for
securing additional natural gas supplies; Now; therefores and

WHEREAS, Almost all Kansas electric utilities report that
they believe that shortages of electricity are probable in the near
future; and

WHERFEAS, Questions hace been raised by some as to whether
the rate structures of many electric utilities, as presently consti-
tuted, encourage increased consumption of electricity in that
they average puast costs of plant together with current costs,
which are usually much higher, to produce prices which are less
than current costs, and in that the decrease the cost of successive
increments of electricity consumed (decreasing block pricing) so
that the more electricity consumed the lower the per unit price,
which may result in increased consumption: and
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WHEREAS, Muany alternative rate structures have been sug-
gested which wo ld tend to discourage, rather than encourage,
increased consumption of electricity: and

WHEREAS, Such alternative rate structures, which would
result in pricing electricity more closely to its real economic and
social cost, would not only have the short-range effect of de-
creasing consumer demand for electricity and thus conserving
scarce natural resources, but would have the long-range effects

of encouraging menwfactures [manufacturers] of electrical ap-
pliances to decelop appliances which more efficiently utilize
electricity, of encouraging architects to design buildings with
more efficient insulation and more efficient heating, cooling and
lighting systems, and of encouraging in general technological
improvements in the use of electricity: Nouw, therefore,

Be it resolved by the House of Representatives of the State of
Kansas, the Senate concurring therein: That the state corporation
commission be directed to study the feasibility of permitting gas
utilities under its jurisdiction to consider “conservation gas” as
an additional natural gas supply option. Specifically, the state
corporation commission is directed to consider regulatory
changes which would allow gas utilities under the commission’s
jurisdiction to finance, and cause to be installed, energy conser-
vation improvements in residential structures and in structures
owned and operated by non-profit corporations where the cost of
effecting energy savings is less per thousand cubic feet than the
cost of adding new supplies to the system’s natural gas reserves.
i the rate bases of the utihties Sweh [The state corporation
commission in making such study shall consider whether such]
improvements would be made at no charge to the individual
customers, but would be financed by including the incurred
costs in the rate bases of the utilities. [Consideration shall also be
given by the commission to procedures by which the costs of
such improvements, including interest, may be recovered by
such utilities from the benefitting customers thereof]; and

Be it further resolved: That the scope of the feasibility study
shall include, but not necessarily be limited to, the following:

(1) Natural gas savings which would accrue if residential
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structures served by gas utilities under the commission’s juris-
diction were insulated to meet or exceed existing federal stan-
dards for new construction, were equipped with automatic ther-
mostat controls and were treated with furnace modifications
designed to improve efficiency:

(2) Estimated costs of making the improvements identified in
paragraph (1), as well as any others deemed by the commission to
be effective conservation improvements:

(3) Cost effectiveness of the identified gas saving improve-
ments, when compared to the costs of securing comparable
cuantities of additional gas supplies; ,

(4)  Evaluation of legal and regulatory questions posed by
granting such authority to the utilities, including allowable rate
of return on conservation gas investments;

(5) Evaluation of the effect of implementing a conservation
gas program on the natural gas supplies available to Kansas
consumers; and

Be it further resolved: That the state corporation commission
is directed to study the feasibility of permitting electric utilities
under its jurisdiction, pursuant to regulatory changes, to fi-
nance, and cause to be installed, energy consercation improve-
ments in residential structures and in structures owned and
operated by nonprofit corporations where the cost of effecting
energy satvings throngh sweh improvements is tess than the pro-
duetion of additional electrie power [when the cost of such
improvements is economical in terms of life cycle cost analysis
when compared to the cost of not making such improvements].
Consideration shall also be given by the commission to proce-
dures by which the costs of such improvements including inter-
est may be recovered by the utilities; and

Be it further resolved: That the state corporation commission
is directed to make a thoreugh investisation of sueh proposed
[study of] alternatives [to] and of what changes, if any, should be
made in the rate structures [of electric utilities] as presently
constituted, including, but not limited to, the following:

(1) Discount prices for consumers who achieve a decrease in

their consumption of electricity compered to a like period in the
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(2) Placing all future rate increases on the tail blocks of the
existing decreasing block pricing structure so that in time an
increasing block pricing structure will be achieved.

(3) Inverting the rate structure to achiecve zmmedzrttef_; an
increasing block pricing structure.

(4) Requiring new metering which would enable higher
prices for consumption of electricity at the demand peaks each
day. '

(5) Seasonal peak pricing, which would not require new
metering, but which would price electricity used during the
seasonal peaks higher than that used at other times.

(6) Marginal cost pricing, that is, pricing of all electricity at
the cost of producing the last unit of electricity at the most
recent plant, rather than average cost pricing which is currently
used; and

Be it further resolved: That the state corporation commission
shall assess the eost of the feasibility study studies and the
shall report its findings and recommendations to the president of
the state senate and the speaker of the state house of representa-
tives no later than the commencement of the 1978 session of the
Kansas legislature; and

Be it further resolved: That the secretary of state is hereby
directed to transmit an enrolled copy of this resolution to the
chairperson of the state corporation commission.
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HOUSE BILL No. 2070

By Representative Luzzati
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AN ACT relating to the state corporation commission; concerning
valuation of certain property of public utilities and common
carriers; amending K.S.A. 66-128, and repealing the existing
“section. ‘

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

Section 1. K.S.A. 66-128 is hereby amended to read as fol-
lows: 66-128. Said commission shall have the power and it shall
be its duty to ascertain the reasonable value of all property of any
common carrier or public utility governed by the provisons of
this act used or required to be used in its services to the public
within the state of Kansas, whenever it deems the ascertainment
of such value necessary in order to enable the commission to fix
fair and reasonable rates, joint rates, tolls and charges, and in
making such valuations they may avail themselves of any reports,
records or other things available to them in the office of any
national, state or municipal officer or board. For the purposes of
this act, property of any public utility which has not been com-
pleted and dedicated to commercial service shall not be deemed
to be used or required to be used in said public utility’s service to
the public. ' '

Sec. 2. K.S.A. 66-128 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and
after its publication in the official state paper.




HOW TO DO IT

The diagrams show how the meter looks and tell
you step by step how to read what is on the dials
and turn the readings into the numbers you see
on your bill. One thing that is important to
remember: you get the total consumption for
the month by subtracting the previous month's
reading from the new reading.

These diagrams apply to both electric and gas
meters. For illustration, we have used a 3-dial
meter {or gas and a 4-dial meter for electricity.
However, you might find gas meters with four
dials and electric meters with five. But
whatever the number of dials, the principle is the
same: read the numbers {rom left to right, and
subtract the previous total from the present
reading to {ind out how much gas or electricy
you have used.

One further note aboyt electric meters: some of
them don't give a direct reading, but require you
to multiply the reading by some number to get an
actual reading. In such a case, the number used
in multiplying is stated right on the meter. Even
for those meters, though, the rest of the
procedure is the same. And remember: if there
is no notice on. the meter itself to multiply the
reading, you just use the numbers themselves.

The units for measuring are kilowatt hours (kwh)
for electricity, and thousands of cubic {feet
(MCF) for gas.

A kilowatt hour js 1,000 watts usage in an hour:
For example - using a 100-watt bulb for 10 hours
is a kilowatt hour (100 watts x 10 hours = 1,000
watts),

A thousand cubic feet of gas is not so easy to
explain or visualize; however, on a usage basis,
1,000 cubic feet is the average amount used in an
average month by an average range.

Your meter reading is made up of one nunber from each dial. When the pointer
Stops between two nurbers, you take the smaller muber the pointer has passed.
The pointers do not all turn in the same direction, but they always tum From
the smaller to the larger number. Arrows appear on the gas meter to indicate
more clearly the direction in which pointers turn.

STEP-BY-STEP READING A 3-DIAL METER

To get the meter reading, you ...
A. Take the nutber § the first pointer has passed ...
B. And then take the nutber 7 the second pointer has passed ...
C. BAnd finally take the number 4 the last pointer has passed ...
D. Put together ¢ 7 4 to get the nutber of units recorded. On an electric

3-dial meter, you might have to multiply this by 10 to get the total, A
note on 1_:he meter will tell you if that's the case.

= AND A 4-DIAL METER

Here's how a 4-dial meter looks. Again, wa've put in the arrows to illustrate
how the pointers tumrn, even though an electric meter doesn't have the arrows.

To get the meter reading, you

CRR]

e

A. Take the nutber 8§ the first pointer has passed
B. BAnd then take the number 4  the second pointer has passed ...
C. And then take the number ¢ the third pointer has passed ...
D. BAnd finally the mumber ¥  the fourth pointer has passed ...
E. Put them together as 8497 to get the number of units recorded.
To find out how many units you've used during a month, you read the meter the

same way a month later, then subtract the reading for the eariier month from the
reading for the later month.



ASSURING ACCURACY

An electric or gas meter can be used in Kansas
only if itisa type approved by the State
Corporation Cominission.

To assure that only accurate meters are used in
the State, the Commission:

Oversees meter-testing laboratories and
all utility meter shops.

Requires the company to verify the
accuracy of utility meter-testing devices
to standards certified by the National
Bureau of Standards.

Requires the company to test samples of
meters before they are installed, then
test other samples after they are taken
out of service to see how well they have
performed.

Requires the company to check the
accuracy of a meter at the request of a
consumer and make a billing adjustment
at such time as a meter is found to be
more than plus or minus 2% inaccurate in
accordance with the company's {iled
rules & regulations.

ABOUT ESTIMATES

Reading your own meter can show how closely
the utility was able to estimate your gas or
electric usage when it couldn't get access to
read your meter. Normally, the estimate won't

match your usage precisely, but it ought to .

come close. If the estimate is lower than your
actual usage and the company had to use
estimates for a number of months, you.may be
unpleasantly surprised by a bill that looks bigger
than it ought to be,

The Commission Is trying to meet that problem
by encouraging actual meter reading. Rules
require the company to make a special effort to
get an accurate reading after three months of
estimated bills.

The effort includes: having you mark a card to
show the reading and mail it in; letting you phone
in the reading; or making an appointment for the
meter reader to call on you.

But you might find it valuable to get your own
accurate reading without letting three months
slip by.

STATE OF KANSAS
KANSAS CORPORATION COMMISSION
State Office Building
Topeka, Kansas 66612
(913) 296-3355

TO

METER READING

It isn't hard to read an electric meter - or a gas
meter - once you know how. And it might be worth
knowing how, so you can make sure that the meter
reader did his job correctly, or so you can check
to see how close to actual usage the utility was
able to estimate your electricity or gas
consumption when the meter reader couldn't get in
to read your meter.



INTRODUCTION:

Becase public atilities are glven the exclusive elght to provide service In the
territory  tor which they are certiflcated, and are not subject to  the pricing
constraints which are brought about by competition, the law provides that their rates
shall be repulateds In Kansas, the agency glven the responsibility of regulating public
utility rates is the Kansas State Corporation Commission.  The Commlssion consists
of three members appeinted by the Governor, with the advice and consent of the
State Senate, who cach serve for a d-year termi. No more than two members of the
Commission can be of the same political party.

Kansas statutes, and the Constitutlons, both State and I'ederal, as Interpreted
by the courts, require that the Commission must not be arbitrary in fixing utility
rates. The Commission Is required to grant to the utility company such rates as will
enable it to recover its legitimate expenses and to earn a reasonable return on the
investment it has made to provide service to the public. The purpose of Commission
rate hearings is to place evidence belore the Commission so that it can determine
what the reasonable expenses of the company are, what the company has properly
invested in facilities to provide service to the public, and what rate of return on the
investinent is proper,

The ytility companies are never guaranteed a return by the Cominission. They
are simply given an opportunity to earn a certain level of prolit through the schedule
of rates charged to the consumer. That proper level of return has been construed by
the courts to be what is earned by other businesses having comparable risks, and
sufficient to permit the utility company to attract investment in the company.

THE HEARING:

In any rate case the hearing will usually be conducted by all three
Commissioners.  Hearings are always open to the public. The role of the
Commissioners is roughly comparable to that of judges in a court case. The
Commission must conduct its hearings in an orderly fashion, make rulings on various
motions and objections to evidence, and most importantly, must weigh and decide
each of the dozens of issues that make up a proceeding before the Commission.
Cvery issue must be decided on the basis of the evidence that is presented to the
Commission at the hearing, Since Commission decisions are always subject to review
by the courts, it is important that a complete and careful record be made of all of the
proceedings before the Commission.

At one of the tables in the hearing room is a member of the Commission legal
staff, who represents the public in the rate case. The legal staf{ will take the name
and address of members of the public so that those who wish to testily can be called
in order. Staff will also render assistance to anyone who wishes to give testimony to
the Commission.

Commission rules provide that anyone who has an interest as a consumer of the
utility may appear and represent himself or herself. However, organizations or
corporations must be represented by an atterney. The Commission legal staff also
conducts the cross-examination of the company's witnesses, and presents the
testimony on behalf of the Commission staff which is introduced on behalf of the
public.

In the hearlng room there Is also a table or space reservesd Tor the gt tomeys,
for the company, amnd i there iy cnough space, fables are reservind for the
representatives of other parties to the coase who Plan 10 croviexamine withesaes o
submit evidence, Those parties are usually relerred Lo oy "Intervenors,”

As stated in the introduction, the rates charged by a utility company are
subject to Commission approval before they can be put into effect, The company's
application and tarill sheets containing the rate schedules and the company's rules
and regulations for service are on file In the Commission olfices in Topeka and are
open to public inspection,

In additlon to the requirements as to the rates which must be pranted w the
utility by the Commission under the law and Constitution, the over-all repnlatory
vbjectlve ol the State Corporation Commission is to make sure that the public
interest Is served by the rendering of cfficient, sulficient, and non-discriminatory
utility service at rates that are [air, equitable, and reasonable to the consumer, yet
sutii‘cient to insure that the utllity can continue to render efficient and sulficient
service,

THE STAFT:

) The Commission Staif is a party to the case, as a representative of the
consumers, just as it is in all proceedings before the Commission.

Staff consists of a group of experts in law, finance, accounting, engincering,
and related fields. A member of the legal staff represents the Staff and public
generally, as its lawyer. ’

The Staff has general instructions from the Commission to present a strongly
consumer-oriented case In every proceeding before the Commission, and to examine
the rate request carefully and to take issue with the company where appropriate.
Beyond this, the Stalf is not subjected tg direction or interference by the Commission
as the case progresses.

In each case, Staff questions, and to the extent justified, opposes the
contention of the Company. And, again to the extent justified, the Staff presents its
own testimony and exhibits to demonstrate how it would adjust the financial data in
the case to favor consumers.

Some false ideas have arisen as to the way cases are conducted; for instance,
that the Staff "recommends" a lump sum amount of a rate increase to the
Commission, and that the Commission "ignores" the "recommendation" of its
professional staff. The facts are different: The Commission Staff actually presents
evidence to support a number of specific financial or economic adjustments, and it is
the net sum of these proposals which determines the amount of additional rates, if
any, that the Staff might propose to the Commission. Since the Staff is presenting a
strongly pro-consumer point of view, it often makes proposals which are at the
opposite extreme from the position of the cempany. Censequently, some proposals of
the Staff may be denied by the Commission, but even when its proposals are denied,
the Stalf is not "ighored,”



HE COMMISSION:

The Commission, sitting at the bench, has 2 role in the rate case much like
judges would have in court cases. The Commissioners may frequently be lawyers by
profession, or have degrees in accounting or business. What they have in common is
professional training and wide experience.

As the hearings proceed, the Commission is responsible for giving the
Company, the Commission Staff, and the Intervenors ample opportunity to introduce
relevant evidence concerning each of the issues involved. The Commissioners
themselves may ask questions of the witnesses in order to develop any Information
they deem necessary. The Chazirman of the Commission presides over the hearing and
makes the rulings concerning objections which may be made to evidence, and
generally announces the decision of the Commission on procedural matters as the
hearing takes place.

When the hearings end, the Commission will close the record insofar as the
taking of any further testimony is concerned, and may ask the parties to submit
written briefs or statements of their various positions. The Commission will then
review the evidence received and resolve each of the issues presented, and report in
its decision how each issue has been resolved. On the basis of its decision as to those
issues, the Commission will decide whether or not an increase in rates should be
granted, and if so0, how much. ' ;

THE PROCEDURE:

The hearing you are attending is set aside especially to receive statements or
testimony from you and your fellow consumers. Other stages of the hearings go into
the technical matters. In the first stage, every witness.presented by the Company
will be subject to cross-examination by the Staff and other [ntervenors. After time
for preparation and filing of testimony, Staff and the Intervenors likewise will be
subject to cross-examination. Some time usually is set aside for rebuttal testimony
by the Company or other parties. )

To save hearing time, usually the direct testimony and exhibits are filed in
advance of hearings. The prefiling saves the time of reading the testimony in detail
into the record, and it also shortens the time needed to prepare for cross-
examination.

After the formal hearings are concluded, the Staff Counsel, the applicant, and
intervenors are usually given a short time to file legal briefs with the Commission.
After the briefs have been filed, the three Commissioners then will sit as a group and
decide each issue raised during the course of the hearings. Then the Commisison
will issue an order which explains its decision on each issue and if an increase should
be granted. Also decided is what the Commission believes to be a proper rate
structure for the particular company.

In a major rate case, the entire process of field investigation, preparation of
cross-examination, technical hearing, public hearings, and final decision by the
Commission usually takes six to seven months. 4

Of course, all hearings are open to the public.

GUIDE
TO
RATE
HEARINGS

State Corporation Commission
430 State Office Building
Topeka, Kansas 66612



T2HARY OF KCG: CREGANTZATION, OBJ’CTT}TS
AHD EFFZCT ON ECONGMIC DEVELOPMENT

The State Corpozation Commissign of Kansas hag gu:isdigtiom over
all public utilitias; 8335 elec:r;c*ty, vater, tg_ephcn@ and telegraph,

It also has jurisdiction cves 2ll eom=mon and mator earsie ars, including
Tailroads, In additiza, the ccmﬁigaisﬂ E%gulatﬁs oil and zas couservatico
and speculative secnzi&i@se It i3 zespensibla for inspecting gas pipelinss
acd gas facilitiszs fo= exfaty, 2ud in esecperation with the HEighw=y Commisaicn,
designatas dasgereus railrcad erossings. The ZCC Sizirman is

Ciaiz=an of the Mined-land Conservationosnd Rselamstion 3ossd, snd

& zcwber of thy Eassas Safsty Coumeil,

Iheuaaj@ﬁ-regulatsfy diviaicns of ths coemission ate Urlligies,
Tramsportatics (vhleh ingludes Motor Cazrier and Rarts Depart=ent), 01l and
Gas Canse:?atiaa (wﬁisa includes tha recantly transferzsd u ednlagd
Ccrservation and Reclzaat;cm Beard), and Securitiss, Thg lagal Diﬁisi@&
participates in cases befors Ransas Distzlct Couzts, the Xansas Supremﬁ

Csu:t and Fedﬂral Pcwer Ccznissicn and othaf fedaral agenecias,

D T S R

Each of the regulas ory divisions izvestagatas, licenses, assesses

fees, t3kes couzt ac2icn and holds hearings,

UTTLITIZS - Supervises and contzols all public utilities that ownm,

ccntTol, operata or manags zny equirssnt, plant or geaarating méchinef?.;a
for thae t::ns:issicn of tslephazs meﬂsagﬂa.oe talagraph zassag“s... :
or ths cauveyanza af oil and gas thrcugh pipenlines,.aand all ccm@aﬁiesl-
fof the preduciion, transmisgion, delivery or furnishing of heat, 1ighe,
water or power.., municipally cuned or operatad elec:ric'or gas utility
located outside of and mora than three (3) miles from the corporats limits
of such mmicipality, All public utilities are raqni:ed to furnish
reasonably efficiemt and sufficiens service at just, reasonzble and nondis=
criminatory rates, 1 : _ ”

The ccommission has authority to presczibe rule§ and regulations for

gas distribution systems in cities of 500 or more population with regard’

to fixing standards of pressura for efiicient service and to computa amouats

_—— = JEDESSRESE - =~ . ————

to be paid by dcmestice constmers whem the pressure is Insufficlant.

These rules apply to extensions of electric distribution lines in areas of
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dual ox overlapping cartificates, The KCC has been designaged to partiuéiarly

make recommendations with raspect to Eransportation of byproducts or

nuclear materials by ccxmmon carriers not in interstate cc::é:ea and

other participation by public utiliries subjec S0 1ts jurisdictiom i projecsz
icoking to the development of faciligies for induserizl 0r com=ercial use,

It ia mandatcry for any eleetyic u:il;“y, before beginning sitg §re§a¢atio
for constzuetion of or additions to an exectris generating faecllity, or bafore
exsrcising eminens dcmain Lo scquire land in conmection with sits praparation,
to £irst acquire a perai: from the Corporation Commission. _

IRANSPRTATION = Hegulatas every public mOtor carrier gf propezty-

or persons in the State; to £ix and 2pprove mggimgm o% minizua Eatasg faras,
charzes, clagsifications, and prescribe rules and regulations :alazing to thisg
Tegulation; to supervise Motor Carrzier acggunts, schedules; service and
mathcd of opera:icn, Lo preseribe wmiform systzms and classis ications of
acccunts; and o requirs filigg of smnual reports and otker data.

Rata Activity = Commen Carrier Rats activity has responsibilicy

fo; seeing that proper ratas, charges, ete. ars cha:ggd.by Sommpn earriers
(motor, railroad, and eil pipelines}. With respect to Tallrceds, applications
for statica closings, dualizaticms, mobile agencias s=nd traln sbandorrents

are rcada 713 this secticm, Apélicasians for certificatss and sxtansions

of intrasZata oillpipe;inas and the lavel cr ratss 2o ba chsrged for
transporting czude oil and oll produets znd all =BOLOT earﬂiar zate zan 2azs

ars handled by'this :cﬁivity. _ : :

Iha caaaissina has authaé*ﬁy ts-inspaga the e@aﬁigﬂaa of Sha eg::;:::*
sod the conduct and menagemant of thelr business with ralation t; gublic
safety and conveniasnca and £0 czmpel rata chénges or irprovessnts in
service in order to promots aecuri*y, convenience and acﬁcmmndaticn
of the public. _

SECURITIES - The Securities Commissicnmar is rasponxiﬁle for tha
administraticn of the Secuéities Acz and tha Uniform Lard Sales Practices
Act. The ccrmissioner may requizs the filing of any litaratuza intended
for distribution to prospective lovestors, exsmina ths recsrds of every

brokar-dealer, and f£1la a semiannual T2port containing such raasczabla




information as deemed necessary to detarmine the financial counditicm of
that person or security.

Ransas Uniform Land Sales Practicas Ace- Eapcwers the securities

co==issicner to ;;gg;ggg;f;;ascééble rules relating to adver: 2ising practices

SXSICW O Lrust agreements, and other matters which will assure that
pu:c&asers will receive that for which they cant:#gtedq The lard, books

- and records of everyone offering subdivided land for gale are subjecs

to the comxissionsr's examination, -

. Securities enforcement has g definits deterzent affsct, however ias‘
bemefits ares mwcerous and include:; 1. ) preservinsg and protecting the
valoakble ragutatisns oL hrﬁkewaga firms of integeziry; 2, ) ennancing the
legitizata capital fOﬁﬂ%tiQ“ Procasses vital o ﬁhe economEie growth and
well be.ng of Kansass 3, 3 izproving isvestor confidencs and protection whils
enbancing investor good will toward state govermmeut; 4. ) creating a

favorable climste for the conduet of legitimats bugsiness financial déalings.

CONSERVATICN - This division is divided into four secticns:

- Administrative; Gas Consexvaticn: 0Ll Prorztion and Seccndar?'Raﬂﬁve”y,

Polluticn Cautrol and Elugging sections,

Adrinistrative = The Admind strator of the Conservation Division recocmerds

Lo the Commissiom at its markat dewmand ard erude oll hearings tha =zmcunts
of oll znd gas that can be produced Eitﬁcuc.wasta.'

Gas Comservationm - The ccmmissiom has jurisdictica with raspect o

unitization of oil and gas pools, and prohibits the production of natural

gas in the Stata of Kénsas in such 2 mamner and under such ceadiricns as £o

constitnta ﬁaééé; whether 1t Eéqécaﬁcéié;.uﬁdérgfeuﬁd éé éu;fééﬁ é%étéa
The cc::iﬁsicu shall regulate the producticm of 8as and develop a

formla for setting allowables. It provides for well spac‘ng and the crae*ly

develo:ment of a ccomom scurce of supply and sets cut the conditions

under which the public interest and welfars warrant undergrcund storage

of naturzl gas., The ccmmission must iovestigate the sultability of the

underground stratim for such purpoaes, determine the amouat of reccvarablé

oil and native gas the*ein, and hold a public hearing, befora it issues a

certificata,:

—_— s — =



‘ intrcduced thersat and the adminlstrator’s Teccemendaticn, the comdasier

detar=mines the oil allcwable for the ensuing mouth. This allowsble

13 the amcunt of oil the cétmission determines can be preducad witheut

waste, whlch amount is then zlloeared to pools and bet%eeﬁ weils within

the pocls in éuch a way that each pool and well is given its fair znd

equitable shars of the state allcwanle without unreascnable discriminatiom,
All purchasers of oll or wasts oil are required to file verifisd g tatemants

of all oll purchased or taksn frem any ¥ell, lesss or poel in the State of

Ransas befors tha 15th of each month succeeding tha meath of puzehasa,

Repozrts are issuad montily, seﬁﬁing forth tke ailgveble to each £121d oz well.
It is prohaibized 2o gfsqmc@ ¢rude oll in sueh 2 mapnmey zs €2 @sﬂstiansg

wasts. Wasta, in additicn to the ordlngry meaning, being defined as

"ineludingz econcxle, underground zud surfaca wasta, vaste of reservoir

ezergy and production in excess of transportation or marketing

facilitiaes or rﬁascnahle market demands”, The comsission has authority

to maks rules and fegulatiﬁasrfor the prevestion of wasts znd for the

protection of all fresh water strats and 0il and gas bearing strats 7

enccuntarsd iz drilling and producing oil. Tt 4ig also prohibited to buy

or sell illegally produced oil,

- Secsudary Recovery, Pellurica Control and Plugging = Tﬁ&-?luggiug '

sectica relates £o drilling and abzndcument of ecartain vell_,
rapressuring and watariloﬁding, and plugging of abandened walis. The
exploration, discovery or productica of oil 6F gas or athaz minerals
including ecoal, requires Botica to ths commission of iﬁa&i& €o dxril
The cooxxissicn must then detarsdns the smeuns af Pipe necessazy &=
protact usable watar befors such drilling may comsence. Tha ccmmiasion
has authority to adopt rules and regulaticns in cooperation with the
secretary of health and envirommen:r, stata geolagicalrsurvgy and stata
water rescurces board and provides for penalties in case of violation,
Whenevar the commission shall deter—ine that inadequate £ield prices
of crude oil ares making it econcmically unfeasible £o continue production of
oll from wells which would otherwise be actively producing, thereby
resulting in economic and physical waste, 1t is authorized to fix the
minizuzm price of crude oil at a level sufficient to conserve such
oil resources. The commission may deteraine whether or not such

operaticn will causa damage te oil, gas or fresh-watar rsscurces.



mewum“ = It is anticipated that secoudary Tecovaery operations will be on the

increase in Ransas, since the incrasse i prica of crudz oil will make
such operaticns more econcmically feasible.

Cemplaints relating to investigations and plugging of ahandoned wells
of uunkacwn cwnership ﬁ;y be made either to the corporation commissicn
or the secretary of Bealth ard exviromment, when the;a is reasoun tb
belleve thzt a3 well not plugged, improperly plugged or plugging is no
longer effective by ressom of dezériofaﬁian of :&e plpe or @thér cause, iz

polluting or likely to polluta any £resh water stratz or-supply@
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"REVIEW OF RATE MAKING PRINCIPLES
OUTLINE

June 10, 1977

I. Characteristics of a utility
A. Naturél monopoly (largely free from competition).
B. Required to charge gglz_reasonablé rates that are
not unjustly discriminatoryf |
C. Allowed to earn but not guaranteed a reasonable profit.
D. Obligated to provide adeguate service on demand.
E. Closely associated with process of transporéation and
distribution.
F. Government regulation substitutes for competition.
il. Regulation of Utildities
A. Purpose
B. Federal, State and Local regulatory agencies
C. Monthly, quarterly and annual reporting
D. Justification for rate levels
III. Generally accepted rate making principles
A. Distinction between raté making principles, accounting
principles and tax accounting
1. Matter of objectives
B. VObjectives of rate making
C. Examples
1. Test year
2. Normalization of operations

3. Normalization of income taxes



1V. Definition of kéy terms and phrases
A. Investor-owned utility
B. Capital intengive industry
C. Rate base

1. Average
2. End-of-period-

D. Income statement
E. Synchronization
F, Capitaliéation
G. Test year
H. Pro forma
I. Revenue requirement RR=e+d+T+r (V-D)
J. Revenue deficiency
K. Annualization
L. Normalization
M. Used and required to be used
N. Below the line
0. ‘AFUDC or AFDC
V. Correlation between rate base, operations and capitalization in the
‘overall determination of revenue requirement
VI. Rate Base
A, Definition énd purpose .
B. Components of rate base
1. Gross plant in service
2. Accumulated depreciation
3. Working capital

a, Purpose
b. Components

C. Valuation of rate base

1. Original cost less depreciation



VI. Rate Base (continued)
2. Erudent investment less depreciation
3. Replacement cost, new less depreciation
4, Fair value
D. Methods of computing rate base
1. Average '
2. End-of-period
E. Constrﬁction work in progress (CWIP)
F. AFUDC (Alloﬁance for funds used duringlconstruction)
in the rate base |
1. Purpose and definition
2. Method of computation
G. Rate making principles to be considered.
1. Valuation method employed
2. Treatment of CWIP
" VII. Operations
A. Definition and pﬁrpose
B. Calculation of ﬁet operating income
1. Operating revenues
2. 'Operation and maintenance expenses
3. Depreciation
4. Taxes other than income taxes
5. Income taxes
C. Pro forma adjustments
1. Annualization
2, Normalization
D. Synchronization to rate base and capltal structure
E. Income taxes

1. Flowthrough



vII.

VIII.

IX.

Operations (continued)

Capitaliza

2. Normalization

tion

A. Definition and purpose

B.

Conclusion

Components
1. Debt
Ziy Preferred
3. Customer related

Common
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Issues Considered in a Full Scope Examination

" Issues addressed under Elmer Fox, Westheimer & Co."s full scope examina-
tions are as follows:

— Rate base
. Method selected - end of perrod, average of test period, future test
_year. _ .

T s, s Ve - e L S = e ., - . -
- e S L= i RS B RO s

o Valuation methods employed for rate base.

T e e - e - e -

. Proper treatment of construction work in progress.

o s PR . © e % % -l B, o e 5
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. Rate of returnms earned on services provided by related entitles.

. Conszderetion as to whether all plant is either used or useful in rendereng
utility service.

4 5 s
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. Effect of edjustments to plant arising out of any FPC eomplmance audlts,

"‘--. & ey - - -

LN

.-Evaluation of rates of 1uterest being capltalized in plant costs.

w2 . e . 2 - % &

. ConSLStency of company overheads belng capitallzed in plant costs.

,‘ - =*ed ~

. Evaluation of obsolete or retired plant 1nc1uded in rate base. 2

. Consideratlon of cash working capital methods employed not in comp11ance
with standard forty-five day rule. . 5 ou " g Pupih T ET 53 | imdEle

" -

: . Study of cash flow characteristics of the company, cash planning methods
utilized by corporate treasurers and short and 1ong~term plans for cash
. needs. S Yt e o B o - e T I
« Consideration of normal materials and supplies stock.
— Income statement

. Representative test year selected.

.-Expense allocations from related entities.

o Effect of union wage agreements, strikes or retroactive payments.

« Proper matching or synchronizing of income statement with rate base.

. Consideration of climatical conditions (degree days) on representative
sales,

. Representative mix of sales between high and low gross margin customers.
. Representative mix of fuel supplies from various suppliers or sources.

'.‘Representative mix of electricity purchased versus production from own
turbines. : ) . ; ]

» Representative storm damages. “ st
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-Effect of changes in depreciation rates.

Consideration of incoms tax settlements for prior vears.
Effect of merchandising operations.
Effect of advertising programs.

Effect on fiscal test years for company accounting adjustments not pre-~
pared except at calendar year—end.

Proper inclusion of out—of-period adjustments on historical test year.

.

Consideration of flow-through income tax accounting versus normalized income
tax accounting, ’ : : : .
: X
Construction income tax benefits.
Determination that expense accrual policies are consistently applied.

Consideration of bad debt experience ratios with Tecent trends.

Consideration of fuel pass-along clauses.

= Capitel structure

Comparison of existing capital structure with historical trends.

Consolidated capital versus parent or subsidiary separate capital structure.

Double leverage concepts.

Yield to common equity resulting from total rate of return earned or
granted. :

Consideration of imbedded interest costs.

Eifect of recent debt or equity issues.

~ Allocation methods employed E i

Consideration as to consistency of methods eaployed between various states
or jurisdictions. :

Consideration as to consistency of methods eaployed in prior cases.

Consistency'of methods employed in relationship to cost characteristic of
plant or expenses being allocated.

Consideration as to the proper allocation of company adoinistrative costs
to electric, gas or water for a multiutility company.

~ Rate tariffs proposed

Review of cost of service studies or method eoployed.

Detcmnation that DrODOSEd rate tAriffoc ocoanoTrora vavrmmsen samadmad ...

O enrt b g me we
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« Consideration as to-new tariffs added or deleted,

. Consideration as

to the effect of any fuel riders added or
base rate. ' ' :

¥olled Syea

« Consideration of effect of any seasonal rates,

- Consideration of &ny rate regrouping or combining.,

T TE———— TV RN YRR
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s SLEMENTS QF THE KANSAS JURISDICTIONAL RATE BASE

Electric plant in sexrvica
Reserve for depreciation

Net electrie plant in service
Plant held for future usae
Construction work in progress

Working capitals

Fuel stock

Plant waterials and oparating suppliea
_Prepaymenta

Cash

Total working capital

Total rate basa

(2) Represents au sverage f£or tha test parded.

N

-

Docket.No, 102,640-0

. Schedule B-1

(1) Represents a computation mada by Applicant rather than & book balance as oEIHay 31, 197%4.

KANSAS GAS AND ELECTRIC COMPANY Paga 1 of 3
~ May 31, 1974
A B : c D E
: Applicent proposcd adfustments ° .
Annualfze Pro forma
Balance per depceciation Pro forma additional Balance as
books as of expense to additional material adjusred by
May 31, 1974 year-end level fuel stock and suppliea Applizant
§429,335,956 5 § $429,1335,956
96,201,792 1,873,300 98,075,092
333,134,164 (1,873,300) - - 331,260,864 .
171,900 171,900
654,573 (1) . 654,573 (1)
333,960,637 (1,873,300) - - 332,087,337
2,765,184 (2) 7,186,266 9,951,450
2,321,272 (2) . 376,249 ° 2,697,521
432,168 (2) 432,168
5,518,624 - 7,186,266 376,248 13,081,139
339,479,256) 21, 873,500) 37,186,256 Slo2ig 2343,268,476



Docket No. 102,640-0
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¥ANSAS GAS AND ELECTRIC COMPANY
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Page 2 of 3
' ' SLEVENTS OF THE KANSAS JURISDICTIONAL BATE BASE ' ,
May 31, 1974 : '
F G H 1 J
Applicant®s allocatinm to

Lina Kansas Staff adfustments = increase (decrease)

No REC and PUM jurisdictional No. 1 No., 2 No. 3

1 Electric plant in service $24,102,291 §405,233,665 H] § $ .

2 Reserve for deprecliation 5,182,850 92,892,242

1 Het electric plant in service 18,919,441 312,341,423 - - : -

4 Plant held for future use 6,046 165,854 (165,854)

5 Conscruction work in progress 3,927 650,646 (650,646)

6 18,929,414 313,157,923 165,854 650,646 - =

7 Working capitalt ) :

8 . Fuel stock 814,029 9,137,421 ‘ (6,598,429)

9 Plant materials and operating supplles 63,910 2,633,611 ' - :
10 Prepaymencs ) ' 24,245 407,923 .

1L Cash - = -

1z Total working capital 902,184 12,178,953 - - = (6,598,429)
13 Totral -rate base 319!8311598 §325l336.378 25165|854) 35650‘646) ‘ ESGISQBIA'ZQ)

.
’
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KANSAS GAS AND ELECTRIC COMPANY

" BLEMENTS OF THE KANSAS JURISDICTIONAL RATE BASE
May 31, 1974
'S L M N
Staff adjustmenta = increase (decrease)
Ho. & No. 5 No. & No. 7

Electric plant in servica $ $ ' $ §
Reserve for deprecisatlon
Net electric plant ia sarvice - - - -
Plant held for future use )
Construction work ia prograss L L _
Working capitals

Yuel stock 625,156 {1,284,026) y

Plant macerisls snd oparating supplies ; . s (2,161,622)

Prepayments - (48,539)

Cash S S — e -
Total working capital 625,156 {1,284,026) (48,539) (2,161,622)
Total rate base §625|156 §S1!284l026) §!48!539) §£2!161!622)

® i . ) " &
. [ O

Dockat MNo. 10Z,040-U
Schedule B-1
Page 3 of 3

o]

Staff adjusted ,

Kansas
jurisdiceional
rate base

$405,233,665
92,892,242

312,341,423

—titaes

312,341,423

1,880,122
471,989
359,384

P

2,711,495

§315|052£918

v
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KANSAS GAS AND ELECTRIC COMPANY

COMPUTATION OF EXCESS CASH WORKING CAPITAL AVAILABLE

Kansas pio :ncma operation and maintenance expense (Schedule C-1)
Less purchased powee

Expenses requicing cash working capital

Forty-five days of operation and malntenance expenses exclusive of
putchased power (12,5%)
Dedurtions from the forty-flve days allowable expenses:
Federal fncome tax on fnceme
State lncome tax on (ncome
Ad valorem taxes
City gross recelpts tax

Total deduc Lions
Excess cash werking capital provided

To apply cash working capital provided to other wotking capltal elements:
Plant materials and operating supplies

$1,250,251
188,543
5,693,686

410,671

Docket No, 102,640-U
Schedule B-13

B

$43,711,972
661,741
$k3!052!2]1

$ 5,381,529

7,543,151

E 2,161,622
i 2!1615622




Docket No. 102,640-U
. _ . Schedula C-1
KANSAS GAS AND ELECTRIC COMPANY )
. . - STATEMENT OF OPERATING INCOME UNbER PRESENT FILED RATES *

Por test year ended May 31, 1974

= A B ¢ D E F G
S ' . . Kansas
Applicant - . Staff “Jurirdictional
] adjustments Total coapany ; adjustments as adjusted.
. Total company - to total company operations Applicant allocatfon to to Kansas by Staff
Lina ' . . operations operations as adjusted Kansas jurisdictional wuunder preseat
No, __per books (Schedula C=2) by Applicant REC and PWM Jurisdictional (Schedule C=3) rates:
1 Operating revenues . $83,091,173 $15,180,438 $98,271,611 $4,474,179 $93,797,432 $9,390,082 - 5103,187,514
2 Operating expenses: : T :
3 Operation and maintenancat .
4 Production 27,193,833 4,036,501 31,230,334 2,552,521 28,677,813 1,149,060 29,826,873
5 Transmlssion 740,415 51,260 ° 791,675 61,988 729,687 4,743 734,430
& . Distribution 3,859,353 266,732 4,126,085 ° 32,326 4,093,759 26,571 4,120,330
7 Customer accounts 2,075,508 144,540 2,220,049 4,745 2,215,304 14,481 2,229,785
8 Sales 962,515 144,518 1,107,033 - 1,107,033 (36,279) 1,070,754
9 Adninistracive and general 5,572,697 . 508,718 6,081,415 211,127 5,870,288 (138,488) 5,731,800
10 Total operation and maimtéaansq 40,404,322 5,152,269 45,556,591 2,862,707 42,693,884 - 1,020,088 43,713,972
11 Depreciation and amortization 10,545,700 1,873,300 12,419,000 . 684,646 11,734,354 - 11,734,354
12 Taxes other than income taxes - 7,105,376 1,451,395 8,556,771 465,357 8,091,414 - (148,272) - 7,963,142
13 Income taxes - current {1,549,000} 4,509,000 2,960,000 (513,227) 3,473,227 - 2,499,229 5,972,456
14 - Deferred incowe taxess ‘ : '
15 Liberalized depreciation 4,193,000 f - 4,193,000 .. 235,227 3,957,773 - 3,952,773
16 Liberalized depreciation = ' ' : .
17 prior years (31,000) (68,000) (99.000) - (5,554) o (93,446) - . (93,446)
.18 Investment cax credit 2,854,000 - 2,854,000 160,109 2,693,891 - ¢ 2,693,891 -
19 Investment tax eredit amortization (176,000) (51,000) (227,000} (12,735) (214,265) - (214,265) .
20 ' Total cparating axpensas 63,346,398 12,866,964 76,213,362 3,876,530 72,336,832 3,371,045 75,707,877
21 Operacing incoms . 819,744,775 $ 2,313,474 §22,058,249 $ 597,649 .$21,460,600 $6,019,037- -~ § 27,479,637 -
22¢ Bate of ratura . ) 8.72%
= - -....,,,..........._w..... e AR T g ey --= s : T - - .
. s " ~* -..‘. .
- .'- 3 T="'e ‘ 1 »
~ . .
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KANSAS GAS AND ELECTRLC COMPANY

KANSAS RATE OF RETURN FOR OTHER THAN COMMON EQUIT!‘

May 3L, 1974.

Schedule D=2

A B C D E F G
Allovabla
Customer rate of |
Ratio of related Percent Cost of retura for
Capitalization capitalization equity ac Total equity of rotal related other than
May 31, 1974 May 31, 1474 May 31, 1974 May 31, 1974 equity equity common equity
Debt equity:
First mortgage bonds $165,000,000 § $165,000,000 46,89 6.37% ‘2,992
Pollution control revenue bonds 15,000,000 15,000,000 4,26 5.83 .25
Notes payable and commercial paper _ 19,600,000 : 159,600,000 5,57 11.20 .62
- 199,600,000 60.34% - 199,600,000 56,72 .
Preferred equityt ., l
Preferved stock 33,701,100 . 10.19 - 33,701,100 9.58 5.78 «55
Customer related equityt . :
Cuscomer advances 469,643 469,643 .13 - =
Customer deposics 737,633 - 737,633 .21 4.00 , .01
Accrued Interest on customey e
deposita 182,611 182,611 .05 - -
Reserve for injuries and damages 113,900 113,900 .03 - -
Deferred income taxes on libersiized .
depreciation < 12,716,000 12,716,000 3.62 1.50 05
Deferred investment tax eredie 2,006,244 2,006,244 .57 1.50 .01
- 16,226,031 16,226,031 4,61
" Common equitys .
Common stock 31,770,078 * 31,770,078 9.03 ? -
Prepiun on capital stock 291,595 - 291,595 .08 T -
‘Retained earnings ) 65,407,868 65,407,868 18.59 ? -
Job davelopment investment credit = - 4,900,000 4,900,000 1.39 ? -
: 97,469,541 29.47 4,900,000 102,369, 54 _29,09 _
$330,770,641 100.00% $21,126,031 $351,896,672 100,00% 4 .48
i s ‘. .__. . ¥ - ..',. S L R T L B .--r—-.-—:-—-—---.—-‘...;. m e e e s
N » - . £ o e
a . ow i . “ :
-w .o- . - ® . ’ .
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KANSAS CAS AND ELECTRIC COMPANY

COMPUTATION OF KANSAS JURISDICTIONAL TAXABLE INCOME

For test year ended May 31, 1974

Ducket No. 102,640-U
Schedule C-5

A B c D E
Total Company i Kansas
Before Staff Staff Staff adjusted Allocation jurisdictional
adjustments adjustments amounts ratio amounts
Operating income frow Schedule C-1 $ $ $ $27,479,637
Add: ] . :
Income taxes - current 5,972,456
Beferred Income taxest
Lliberalized depreciation - net 3,864,327
Investment tax credit - net 2,479,626
39,796,046
Add items deducted for book purposes that
are not deductlble for tax purposes:
Compensation reserve 12,500 12,500 96.50% 12,063
Adjustment of bond premium and expense 4,517 4,517 94.39 4,264
$ 17,017 $ - $ 17,017 16,327
.Less items deductible for tax purposes but
not deducted for book purposes:
Payroll taxes capitalized $ 267,106 $ (27,860) 9 239,246 96.50 230,872
Ad valorem taxes capltalized 317,893 135,433 453,326 94.39 427,894
Pension costs caplcalized 481,721 4,913 486,634 96.50 469,602
Excesas of tax rates atrafght-line depreciation -
over book rates straight-line depreciation 1,521,467 = 1,521,467 94.49 1,437,634
Credit for dividend paid on certain praferred stock 107,648 s 107,648 94,139 101,609
Interesat expense 12,199,002 1,339,141 13,538,143 94.39 12,778,653
Amogelzacion of debt discount, expense and premium 28,584 & 28,584 94.39 26,980
Taxsble income §14!923!421 $1!45]!627 §16,375,048 15,473,244

§241319l]29



' i7
Stat. _nt of Income for the years ended December 31
' 1975
Operating Revenues ......eeereeeeccorrcnsrancassonssascrsacacssnnss $126,165,853
Operating Expenses:
FUBL siv sios 5 s v smvn ¢ s v & & ot ¥ s smtee & oo e ¥ s sem 39,272,773
Deferret fuel LINGIEIZY . . v o s i oimes 6 Sen s e © b 5 CaEEn 5 o8I5S 5 o5 2,427,162*
Purchased power .. ..ot e e i e a i e 2,824,219
O 13 7<) gl e} oT=3 = ) J Ay 16,505,540
MEIRENANEe ez ¢ cnn & sann ¥ Sonn § damn & svms s aess ¢ 280 5 s § B MRS 7,345,051
Depreciation ... .. ... ... ... ... CHan BAOEE T SABE T Bewnd Sonn 3 13,092,000
Taxes—other than INCOME [aXES .. vt es e erneanenonroreenneeneinens 8,910,639
Iricortie taxes (NOLe D) ¢ sevvur somm o paman wowsn vaven s i e § e & s & S & 13,031,000
Total Operating eXpPenses . . . . ... uuue e et e e aiineeeareeaneennns 98,554,060
Operating Income ... .. . . e ee e 27,611,793  TWe LNe |
Other Income and Deductions:
Allowance for funds used during construction ............... ... ... ... 5,090,448
Income taxes—met (INGIE B) ...ons vimns s smes s des vawn 5 & dmaie b sisi y o s o 1,899,000
Miscellaneous—net . . ... ... e 76,230"
Total other income and deductions .. .....cciviiitiiieiierneaainnann 6,913,218
Income Before Interest Charges . ..........ciiiiiniitiiiaeiaaaannnan - 34,525,011
Interest Charges:
Interest on long-term debl. . ... ..ttt e e 13,324,066
(@ 35 7=) o 1= =13 < O 2,715,436
Amortization of debt premium, discount and expense—net........ s v 39,345
Total interest Charges v « suw s vwwn s suiw 5 v ¥ S & Semcs & wew & alam v s 16,078,847
Net InCOmMe . . oot e et ettt s aaarasennnsarnansarennn 18,446,164
Preferred Stock Dividends ...cvivuvuu v crvi som o aiwiiia s seiivn s wasese o siree 3,571,753
Earnings Applicable to Common Stock .. ........ ... ... . it $ 14,874,411
Average Shares of Common Stock Qutstanding ................c.00nu. 5,116,775
Earnings Per Average Share of Common Stock............covveinnnn. $2.91

* Denotes red figure.
See notes to financial statements.

Market Prices and Dividend Rates of Stocks Listed on National Exchanges

Type and Exchange 1976 1975
4th Qtr. 3rd Qtr. 2ndQtr. 1st Qtr.  4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qir.
Stock Market '
Statistics
Common Stock-NYSE
Market Price - High $21-3/4  $20-5/8  $19-1/8  $19-3/4 $19-1/4 $17-7/8 $18-3/8 $16-3/8
-Low 19 18-1/2 18-1/8 18-1/8 16-5/8 15-7/8 15-1/8 11-3/4
Dividend Rate -
Per Share 44 42 42 42 42 .40 .40 39
4-1/2% Preferred-ASE :
Market Price - High 53 51-1/2 51 54-1/2 47-1/2 49 51 51
-Low 48-1/2 47-1/4 45-1/4 415 44 43 46-1/2 42
Dividend Rate -
Per Share 1.125 1.125 1,125 1.125 1.125 1.125 1.125 1.125



SECTION D

Schedule 2
Page 1 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC PLANT IN SERVICE
X DECEMBER 31, 1971, 1972, 1973
MAY 31, 1973 AND 1974 -
e  Account _ December 31 May 31
No. . Description - 1971 1972 1973 1973 1974
& 2) 3) ) (5) (6)
Intangible plant
301 Organization 7,284 7,284 45,131 - S 45,131
Total 7,284 1,284 _ 45,131 - 45,131
Production plant '
310 Land and land rights 477,458 477,458 2,220,519 477,458 2,220,519
311 Structures and improvements 13,612,718 13,413,734 24,019,206 13,414,361 24,008,871
312 Boiler plant equipment 43,343,093 43,282,769 103,265,459 43,289,075 105,012,109
314 Turbogenerator units 40,268,023 40,531,956 54,671,698 40,527,425 54,670,433
315 Accessory electric equipment 8,380,532 8,447,793 14,808,133 8,455,158 14,805,705
316 Miscellaneous power plant equipment 906,595 923,170 1,867,200 923,965 1,877,859
Tatal 106,988,419 107,076,880 200,852,215 -107,087,442 202,595,496
Transmission plant .
350 Land and land rights 4,287,848 4,808,689 552135200 4,809,462 5,256,842
352 Structures and improvements 973,373 1,257,262 1,336,402 1,228,561 1,339,238
353 Station equipment 23,821,001 28,015,822 30,548,128 28,066,640 31,371,984
354 Towers and fixtures 3,015,251 3,627,059 4,322,127 3,627,059 4,317,919
355 Poles and fixtures 13,326,449 15,578,370 17,967,021 15,576,310 18,272,423
356 Qverhead conductors and devices 17,125,123 19,585,355 21,729,801 19,586,856 21,940,044
357 Underground conduit 284,043 301,249 319,676 301,180 319,676
358 Underground conductors and devices 186,179 233,431 264,450 233,431 264,917
C Roads and trails 19,910 19,910 20,326 19,910 19,909
Total 63,039,177 73,427,147 B1,7215131 73,449,409 83,102,952
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SECTION D

Schedule 2
Page 2 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC PLANT IN SERVICE
DECEMBER 31, 1971, 1972, 1973
MAY 31, 1973 AND 1974
Account December 31 May 31
No. Description 1971 1972 1973 1973 1974
(1) - (2) (3) (4) (5) (6)
Distribution plant . '

360 Land and land rights _ oS 655,154 § 688,281 719,177 § 690,918 § 719,810
361 Structures and improvements ) 801,973 848,856 984,460 847,387 997,689
362 Station equipment 14,801,802 15,394,539 16,408,256 15,348,737 16,553,519
364 Poles; towers and fixtures 18,715,719 19,692,765 20,709,496 19,716,726 21,059,048
365 Overhead conductors and devices 16,890,122 17,751,844 18,704,995 17,751,278 18,911,977
366 Underground conduit 2,603,710 2,965,612 3,288,450 - 2,960,860 3,304,109
367 - Underground conductors and devices 3,376,717 3,831,425 4,132,186 3,898,984 4,204,409
368 Line transformers 29,266,428 - 30,812,506 33,340,281 31,460,479 35,161,795
369 Services 7,896,508 8,415,593 9,125,977 8,596,786 9,423,703
370 Meters 8,094,608 8,442,020 8,865,634 8,558,178 9,038,959
371 Installations on customers’ premises 6,036 6,036 3,496 6,036 . 3,496
372 ‘Leased property on customers' premises 32,974 32,974 32,974 32,974 32,974
373 Street lighting and signal systems 5,390,074 5,760,377 6,028,123 5,705,938 6,044,812

Total 108,531,825 114,642,828 122,343,505 115,575,281 125,456,200

General plant
389 Land and land rights 780,668 781,164 798,127 791,726 798,168
390 Structures and improvements 8,686,970 8,653,741 8,927,322 8,652,378 8,929,100
" 391 Office furniture and equipment 914,397 956,395 970,445 955,598

1,003,059



SECTION D
Schedule 2
Page 3 of 3
KANSAS GAS AND ELECTRIC COMPANY
ELECTRIC PLANT IN SERVICE
DECEMBER 31, 1971, 1972, 1973
MAY 31, 1973 AND 1974
.ine Account _ December 31 May 31
_Ne. No. Description 1971 1972 1973 1973 1974
(1) (2) (3) (4) (5) (6)
al 392 Transportation equipment $ 2,308,114 § 2,416,879 § 2,702,131 § 2,337,726 § 2,674,529
38 393 Stores equipment ‘ 142,279 143,211 - 144,440 144,065 147,737
39 394 Tools, shop and garage equipment: . 268,967 282,740 306,337 292,641 . 317,458
40 395 Laboratory equipment - 274,000 282,172 294,126 285,688 302,346
41 396 Power operated equipment 416,383 453,378 475,114 453,171 474,123
42 397 Communication equipment 2,018,890 2,836,206 3,240,454 2,809,356 3,349,005
43 398 Miscellaneous equipment 123,825 140,612 140,292 138,794 140,652
44 Total 15,934,493 16,946,498 . 17,998,788 16,861,143 18,136,177
45 Total electric plant in servicg-' - $294,501,198 $312,100,637 $422,960,770 $312,973,275 $429,335,956
Reference ~Sec D Sch 1



KANSAS GAS AND ELECTRIC COMPANY

SECTION H
Schedule 3

Page 1 of 1

REVENUES
YEARS ENDED DECEMBER 31, 1971, 1972, 1973 AND
MAY 31, 1974
Line ‘Account Twelve Months Ended
No. - Number Description 12/31/71 12/31/72 12/31.773 5/31/74
(1) (2) (3) (4) (5)
‘ Sales of electricity : ' :
1 440 Residential . §24,208,290 - §25,614,990 - $27,675,375 $28,419,036
2 442.1 Commercial 18,643,811 19,948,700 21,403,394 © 21,936,806
3. 442.2 Industrial 18,660,254 19,574,365 21,612,134 23,343,733
4 &44 Public street and highway lighting 828,989 905,120 977,590 1,022,992
5 447 Sales for resale 8,260,246 7,331,058 7,376,071 7,675,022
6 Total 70,601,590 73,374,233 79,044,564 82,397,609
_ Other operating revenues
7 450 Forfeilted discounts 369,427 362,112 399,594 411,680
8 451 Miscellaneous service revenues 55,669 52,414 63,301 73,475
9 454 Rent from electric property 113,562 157,239 185,128 192,917
10 456 Other electric revenues 10,047 9,067 11,883 15,492
11 Total 548,705 580,832 659,906 693,564
12 Total . §71,150,295 $73,955,065 $79,704,470 $83!091!173




KANSAS GAS AND ELECTRIC COMPANY
OPERATING EXPENSES
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

S

chedule 4

Page 1 of 5

MAY 31, 1974
Line Account Twelve Months Ended
No. Number Description 12/31/71 12/31/72 12/31/73 5/31/74
' (1) (2) (3) (4) (3
Power production expenses
Operation
1 500 Supervision and engineering 191,858 $ 194,832 5 234,849 $ 266,948
2 501 Fuel 13,952,248 14,197,788 16,624,014 18,862,763
3 502 Steam expenses 509,136 465,719 799,985 992,169
4 505 Electric expenses 622,540 646,277 744,678 820,481
5 506 Miscellaneous steam power expenses 264,638 262,973 407,519 612,864
6 507 Rents ' - - 14,000 24,000
7 Total 15,540,420 15,767,589 18,825,045 21,579,225
Maintenance .
8 510 Supervision and engineering 176,579 189,877 211,016 230,612
9 511 Structures 191,008 157,090 154,626 185,940
10 512 Boiler plant 417,559 477,537 1,301,763 1,795,451
11 513 Electric plant 360,236 511,148 685,764 988,369
12 514 Miscellaneous steam plant 31,827 32,680 42,862 61,190
13 Total 1,177,209 . 1,368,332 2,396,031 3,261,562
Other power supply expenses
14 555 Purchased power 1,377,880 2,719,977 2,137,902 1,761,611
15 556 Steam control and load dispatching 404,212 429,473 543,608 566,973
16 557 Other expenses : 41,244 16,240 24,934 24,462
17 Total 1,823,336 3,165,690 2,706,444 2,353,046
18 Total power production expenses 18,540,965 20,301,611 23,927,520 27,193,833
31 Total 318,965 339,362 460,420 441,038
32 Total transmission expenses - 619,846 651,299 754,639 740,415

Distribution expenses

(o PO




_KANSAS GAS AND ELECTRIC COMPANY

OPERATING EXPENSES

TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

SECTION H

Schedule 4
Page 2 of 5

"MAY 31, 1974
Line  Account y Twelve Months Ended ;
No. Number Description : 12/31/71 12/31/72 12/31/73 5/31/74
(1) (2) (3) (4) (5)
Transmission expenses
_ Operation
19 560 Supervision and engineering =~ $ 51,601 $ 47,869 $ 34,445 35,145
20 562 Station expenses 219,679 230,596 216,370 221,284
21 563 Overhead line expenses 8,099 6,197 13,628 13,724
22 566 Miscellaneous transmission expenses 21,215 26,928 29,407 28,855
23 567 . Rents 287 347 ' 369 369
24 Total 300,881 311,937 294,219 299,377
; Maintenance
25 568 Supervision and engineering 27,822 29,174 26,658 27,336
26 569 Structures 2,308 4,302 4,270 2,968
27 570 Station equipment 138,743 150,455 182,266 188,496
28 Sl Mainenance of overhead lines 122,178 121,925 202,847 171,684
29 572 Underground lines - - 204 108
30 573 Miscellaneous transmission plant 27,914 33,506 44,175 50,446
31 Total 318,965 339,362 460,420 441,038
32 Total transmlssion expenses 619,846 651,299 754,639 740,415
Distribution expenses
Operation
33 580 Supervision and engineering 233,141 216,038 199,678 208,852
34 582 Station expenses ; 215,717 228,238 227,744 231.133
, 34 583 Overhead line expenses 261,068 249,223 296,393 303,848



KANSAS GAS AND ELECTRIC COMPANY
: ’ . OPERATING EXPENSES :
TWELVE MDNTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND

SECTION H
Schedule 4

Page 3 of 5

N

‘MAY 31, 1974

Line  Account . ~ Twelve Months Ended

No. Number Description . 12/31/71 1231172 12/31/73 5/31/74

' (1) (2) (3) (4) (5)
36 584 Underground line expenses 5 11,235 $ 14 757 & 17,077 $ 20,001
37 585 Street lighting and signal sybtem expenses 174,557 189,426 189,195 187,868
38 586 Meter expenses 320,804 334,736 359,468 - 374,986
39 587 Customer installation expenses 95,454 97,326 147,776 . 150,387
40 588 Miscellaneous distribution expenses 201,569 206,663 221,490 230,646
41 589 Rents 24,343 24,584 23,893 23,289
42 : Total 1,537,883 1,560,991 1,682,714 1,731,010
Maintenance i

43 590 Supervision and engineering 117,963 118,010 149,866 156,405
44 591 Structures 7,348. " 5,879 4,803 4,310
45 592 Station equipment 123,763 166,497 146,782 155,629
46 593 Maintenance of overhead lines 1,114,836 1,169,559 1,289,299 1,305,921
47 594 Underground lines 13,128 25,262 - 30,112 34,574
48 595 Line transformers 145,315 127,351 134,456 146,484
49 596 Street lighting and signal systems 104,904 104,630 104,161 119,741
50 . 597 Meters 88,653 89,232 93,247 92,763
51 598 Miscellaneous distribution plant 79,591 88,581 114,939 112,516
52 Total , 1,795,501 1,895,001 2,067,665 2;128,343
53 Total distribution expense 3,333,384 3,455,992 3,750,379 3,859,353




KANSAS GAS AND ELECTRIC COMPANY
OPERATING EXPENSES
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MAY 31 1974
Line  Account . Twelve Months Ended
No. Number Description 12/31/71 12/31/72 12/31/71 5131774
(1) (2) (3) (4) (5)
Customer accounts expense
54 " 901 Supervision $ 12,346 - $ 102,222 $ 104,922
55 902 Meter reading expenses 335,318 356,922 382,450 405,617
56 903 Customer records and collection expenses 1,289,126 1,311,705 1,450,671 1,485,640
57 904 Uncollectible accounts 66,350 60,450 38,400 52,250
58 905 . Miscellaneous customer accounts expenses 22,513 23,697 : 27,229 27,080
59 Total customer accounts expenses 1,725,653 . 1,752,774 2,000,972 2,075,509
Sales expenses
60 911 Supervision 99,576 92,893 79,666 73,514
6l 912 | Demonstrating and selling expenses 945,072 1,095,579 633,173 617,232
62 913 Advertising expenses : 282,363 281,212 222,666 173,098
63 ‘914 Revenues from merchandise - 176,153% 179,016% - -
64 915 Cost of merchandise 174,568 176,467 - -
65 916 Miscellaneous sales expense 87,005 91,006 96,132 98,671
66 Total sales expense 1,412 431 1,558,141 1,031,637 962,515
Administrative and general expenses
Operation
67 920 Administrative and general salaries 1,934,219. 2,001,242 2,044,725 2,131,584
68 921 Office supplies and expenses 551,174 630,662 787,285 817,465
69 922 Administrative expenses transferred 288,390% 317,795% 384 ,625% 385,331%*
70 923 . Outside services employed 81,811 © 91,233 162,273 164,351
pal 924 Property insurance. 204,195 204,951 223,467 250,505
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KANSAS GAS AND ELECTRIC COMPANY
, OPERATING EXPENSES
TWELVE MONTHS ENDED DECEMBER 31, 1971, 1972, 1973 AND
MAY 31, 1974

Line Account Twelve Months Ended

No. _Number | Description 12733171 12/31/72 . 12/31/73 5/31/74

(1 (2) (3) 4) (5)
5 925 Injuries and damages . ' 5 1F7,770 $§ 117,193 $§ 127,801 $ 134,553
73 © 926 Employee pensions and benefits ' 1,196,729 1,396,923 - 1,476,500 1,666,354
74 928 Regulatory Commission ‘ : - - 71,263 65,697
15 930 - Miscellaneous general expenses 367,345 , 341,716 571,409 591,270
16 931 Rents 19,217 19,353 19,727 18,410
77 Total 4,184,070 4,485,478 5,099,825 5,454,858
Maintenance N '
78 932 Maintenance of general plant : 56,897 120,242 ' 140,010 117,839
79 . Total : 56,897 , 120,242 140,010 117,839
80 ' Total administrative and general expenses __ 4,240,967 4,605,720 5,239,835 5,572,697
81 Total operation 26,524,674 - 28,602,600 31,640,856 34,455,540
82 . Total maintenance 3,348,572 3,722,937 5,064,126 5,958,782
83 Total operating expenses ' $29,873,246 $32,325,537 $36,704,982 840,404,322

*Denotes red figure .



Estim ATeD  (onsSmucred SPCRbing

AL At OUNT ToTBL

1978 b b

(976 45 | sq

(917 _ sS4 tR

1G1% e 100

G £V 2¥¥

480 4q 27

1% Sy 9 280

A:—';sugusph.;g.s '
heuDe nate 8% |
(oo riod DpwMEdTs  JAA0E Eneaicd  TNAO0UGHonr JEAf.
DePaccinBe LIFe 30grs STRAI1CHr  Lie  DBEPIEGHTIoW
AcCow ARCE Rerugn 8F 9% on Rare a'é\f.;\se
TAXI eATE 8L |
f
Beghill T 2 v mrCAmeiy. B33 WhIFTE, BOGT GHEFFL 9101 NIy T B



B et e ¢ . e

PREPARED BY DATE
CALCUCATION OF OATE. BASC _eAPiTALIZG AFubC | | | |
' EXCLUMIT OF  Ar Of ‘ amuiiee || TETAC i G I )
tea b Aocarae AFude AFuebe ERDiIrg
Bacanice Bacarce Pacace @Y, @ 2% Bacasce
P 1 1 i ! - [ i i
] 1414 ; b 3 | i {240 ' [ {20 , H2ho : ‘ !
: | i ' : !
+ | veei ) q s4| | 3o | . 2ldes 2 L 2leA o 5160 | ' /
3| 16 54| ‘og ! & ! " 41430 2 Al vy (11120 . )
«| 111s o 108 Zogq 154 ! [ M3y . 21490 221|440 ¥ ‘
ERRTET 200 ER _freql | | lzelasel | sl | 42320 | ¢d4|3zo| sl | L ;
i 1 = ’
o | 14s 399 EXNI 34L|85 2770 | 4 1p|ode 441040 ; 5 4
BRCLY . Xt o 3sls | 3pledd | 7| |1oolos 480/0B0 ' i
2 o et Lad 8 LR : 5
: ! ‘ (1L f
9 i ! s il Lok i i
1 ¥ o f 2L ! .
n N J . TER n ' ' : ' "
L3 - . S E el bl 2 L ! 17
: i T S E R SR f
o § : ; P 1 i e i n
14 - i : [ 14 i ‘ ! H \ d id
: i B o
3 - LY ‘ B
s : i f i
i _— g i 16 | ; 18
22 D _ _ o : | 17 ; i : 17
s ot | | o | i | ’
% - . | 19 : : E 17
el I 20 ’ » - - »
< - - 21 ; -
al| ~ S ‘ ? I I 0 ; l £ i' : 2
u| _ : | 24 ; : ‘ : 24
25 : I Pl i -1 | 25
2 4 I I } e
z " ! : 27 L ' . »
29 R _ : & : . ‘ 29 . E ‘ | bl
1o, i 0|, I i | ' n
i ] i
3 : } ; ¢ l i 1 . : " : 3
i i R ! ! .
sl i o ; i { ;. 2 o ! 2
n . 1 ! i 13




PHEPARED DY

DATE

QA ,r‘.u.r_hm,cj.*of TTAC ALuCs fequigemedrs | Wt AFu b

s [ [ —

" feran 3 ¥ o T &
e Eabink B ppee on fnre | Grsss
Bacnesce Depnctinmioo| Brawre 1ROwsemear| | B AT Leporme
Q. ReawrrED _
14 : 4 | - : | i | I P i i ;
1976 | 4 e : ‘ ; l | ‘r Lo b L
1917 ! - =+ 1 i ; i 1 ! ' !
| a3 : J[ T . l A . ;
L e 4 BE s 0N - NG (OO0 W 0 DO S Y O
435 ] i : e B L
s Cod T , l | ! i :
disy 430,050 feloo3| | ldsolend] | |[4de7al | 8| | 42309 87249 ' ? e
N T dLoo7T 448019 454075 | 0 40,867 8d(274 ; [
L s e L L szloi || ta4sona] || | 2aleer] | | eileas - o T L
sy ? A3 e 4106068 Wadoro | 3g (&7 78711 ' ’ ‘r I3
] 4 u.jum% doolous Hesoeql | EL T 18139 ! i j ! "
>l win 400 06, 154lbtz 297064 |v| | 35284 79770 ’ A
| @ 234 062 sLalosg 3cec(| || | 33jsag] 691798 ! P
slese 260zl 35705¢ 2eolosg| || | 32dol] | | tusas| e o - i
RS T ED fa-:gosg‘f 330053 3449p s5 | 30968 (afs L9 ' ! Ll
R CEL 33¢ 053 320080 328652 | 29(52¢ bola a9 i | o
3| ey ;310:!591 304049 =1 2049 18 28081 4917 | LI
| may Bo4 047! 28044 zqthde| | w 26644 54141 | "
| g46d | 293.044] 21104 280043 |w| .| 25204] | | si[378] TR Y O O Y ST (S P
o ELT 12720041 AR 2rdlpao| |a| | 23704 49)o08 R
) o4n 2163 n40lo3s] | l249037] |=| | 24223 46031 b ia
2| 49y 52'1033 ’f 224l03y 2321034 n| | 2o0l907 431 1p i ‘ H
w903 f?:’q{pai 208|529 216031 2 |1 91443 46l697 ' “
2|1t 23009 1lonel | lgoslozal || | s@ees| | | 31)27 - -
| -1go* J‘?'}%’JE»(,{ 176|023 { 84plo 7 JBELS 234158 i : 7
| 203 jr%éoza; lenpro [L8orY | o 18129 3|t8e ; 2
2| aryy !160:020; 144017 (5%219 7 13682 29214 ! it
w | zoo1 :qu;or‘?i (230 14 13bjp 14| | 12724 257244 T
2| 604 Er;ﬁu,,{_ﬂl_ 112011 129a13| {0 togoy| | | 2227 il il Pt [ i A I, N R
ER R TCH Erﬂi‘lor:; CIAETE-T:) lodle1® a 9361 19288 l R
2| o0k ! 4&19051‘ 8o|oof] 5915.01 » _qlqw 1¢33s ; ”
3 | 1097 | 2ooos! Ao 64 17004 |n ”(orao 13369 S
1] 203 : f.4:00'2:- 47'6;‘41 5600 | 1 So4o 16/39 4 ' I ET
e | 47491, 31/1496 s4¢ql In| | Foed | | q4ns S R O O T Aot s
x| 3400 LT 15993 2305675 | oo 445y [ :-.
w280t | f5|‘i'1._’p: T 947 u e ‘ {I-'1ﬂ5 £ "
2| Lely J} . n "-f3351a7c-! I : 15
EE : ; i) i | [
& ey e E [P | ST B R ()| - _‘__._ = SRR oy = J ! |
; j ; i T i

f
h
I3

e U

A AT

T

P e

AR i bt e bR A

L T =

o et S ST e,

i s . R L i

NG IEE R




PRIVARED DY

pATL

_ CLLCULATION _OF ToTAC Reoenud CCQUiiedn CunPnl £G.: T e
‘ ! ' ' ; "ferany 3 "
e Cnevrac : ENDING Avetgge | v FBpr G Foss
Pown e hoorws | peddee | G sves G gwes GASE o e
' @ d2 LEpuryen
s L ¢ 4 4 . . 270 t5s57 : i ‘ ,
7. o 4 - s | |2 |9 21700 £509 ! 1 ar
419 | 54 54 - 08 || g zixfio #5,037 | i ! ; N
8 LT ifo & g~ - 200 4 I ,Nlﬁéb AK%JE'?’ | | ' | ' ’
N i sl OB ot do PR o b bd Tl ] B 0 R T R R T O WO (O [ T S I I .
g 3y 49 - 37!i 4 lbﬂr JA84 (,}’i‘a:\Jl | ' ! .
o 2371 q = 79 ¢ 7| 37ske 331795 69,709 | i % :
3o 2o | — s gL 2333 | e 9737 aitas 4936 ?E } ' | ;
L Go3 KPR RERY - HALGT gede e 1o ues 321498 &?io.' 7, }
AL s Sed b 22ieen | Y 0999 1ol 898333 | | anssel | | phibse ] % T " e y
Y NY1.997] - 121487 Bagaay || |33slLLL Jolzse éz.'u:'lj :
s RESRERL - IRl 6T /Ll || 923,997 Z }07'5 $9.942 | i
ST 3/ bbb A 12,447 Jed 98| || Brel3zz 27730 741} I A
n|iFg3 ani?%i . 12|66 7 27433 U] R RS 4790 51240 E : e
s Liase 2713l - _ . 2alee? 8460 d| ||k 05999 | | agessl | | s29.08 o] e L S A
IRTEEEY i2 ?S’.ué’i ¥ 12(et 7 o7 u| larzls 2445/ 0 o7 ' ool
SLT “J wsl99.7! - 1a18L7 RE33as| || v RLLY 233768 N.{z as r ! "
o |tvay j.z\ss.iuo - 12l /ol td| |l 2va727 221138 ysgsd Lo |
e EEIHAE] 2 12]ee7 2279760 || lagyurzes 214,095 Y50z bl e
2219469 ‘,2,2 2975 7 JALT) L @1sRBRR | _aadbes| || s995e] | | yslasa] . N I sl . l
: 142 ¢ i‘zrmz?? - 1304L 7 Zozetd | a| |208199¢ /Séﬁfo Jf.des ‘ I =
FALLLY ’;D;;uﬂ - /2leer 19)928| | =| |796327 JULTe acwfﬂs - ol
EIEDS 5, §9.99¢ - 131647 I NIER n Jealee 2 /r,]d\:fa Iy 0?7 * R
u|raaf l} 7132% - 1aleer el 2 /7077 A3 J!.}?#«a‘ ) , , 7.
2 | iqes __edeer g w22V W R V7 N N BV O N T2 0 N W PP O N N I O S A A O S
| zerd N'/;??‘/i R 21467 A33.527 e ELAIAN 7317 07 ;7.%#4 i ' .»,
|70 | rag:241] ‘— aged| | laerol |w| Paagay 1i49¢9 21419 o
= | 7oaw |1 2scte, - VE 13793 | w| |laeea? Jelia 7 ZAPSY . oy g
| 2e0d ;113{7?15 = lale? /a;Ln(, L VR A AR ;7.‘?34 | J w
261 LONITLL = B P 4 A2 O W £ T WO ) D O 1 B e B ) I B A YA T | . seidundis A0
EREZR | 71057, - 134Le7 744972 fa| | 929z¢ 2do9 /5283 ||
5 7806 L 26972 B Jilbe7 Ldaas| | w (5Ls9 tlaey 12931 et e
2 |ze07 ; PRI - 126 L7 Fohesq| | “¢l972 /29 /a_!,fa’a = R
2|20 | woless! - 1al6e7 37991 |u| | ¢osas al919 ,s{ms' I e
3 [ zae | 7299} : 12\Le7 adlsad] sl | asises] dsysl | | s ) et
|2010 | gsi3a ¢, - 12l6ey 12057 1wl | 1899 o9 dead Eh
| zer R | J2lesa, 11le57 ok ” AL ET s Jj?s : ¥
N 0 1R | ) ! £l L i #/.299;‘33",) ; i
e : w1 i : | : S
E L) ' of |1, ] | ] e .
i i 1

b e i

P

e Yomiop 52 o ot A

S et

gy

12 ke i

TR S

R



(1!\(_ L ﬁﬂ()ﬂ or |

PRIPARED DY

Pacsenr Ukee of Dievredlaer

] CAP Aeuoe lm_j:'r)rf':l 23 i s v = %
(s G p.
Levewue rvewue | Dyerepemee| pU@ &%, Pu@ 4
e uicld | fepuigen .
-"~"’~f 7i < _.rJv![> _wxa;o;‘u ' 56| > Y26 /lesty; E( E5L> i | ‘ E i s
{iﬂ'?' &L D ‘<]a7oz,i¢3 2 CJasi|p |74 J(.l.ﬂ g HQ‘R i : | | ! i
A{oayl ¢ slogr 63183 7%06| » 137782 FE87703L | (13309 | J\ ) :
’ JSM?‘[ T8 | f23|Toxlvr| 4 Aggae) .Y-rVJS’n-J:;? (M‘/ ) k [ :
ol — N A RPN OO o L ‘M‘Tx Kaslissy | l9g 2z ¢|17 s 3244 Fﬁf?n t !(3773 Nf . Fosils
u’asu* Codagrsp | A7d dz rs|de) o 48 nools ?703/%5_? {56937 \ P :
l-??o‘?| Mﬂwﬂ 471068 13| 7 YLy ”‘ﬂ?”;?" : $2.913, ; i ‘ E
B2 ¢73¢7 n84e i6768325¢) o | /7702 {7406 702t | 13005 } L !
84,214 Lol 7 1:u,z |GV otpr | o YRIVER] ?azw‘::(,'w 12,128 ‘ P !
e (R R ﬁhb‘-"'_ __Hlul«_ﬁ_ . /}Ja/Ju 1699038 ] _|_sowig o ! _,,.4‘76;5&‘#!7 1475 ] | Eoag ]
78911 Azan'n b?? T 79070 ISR ' 16 ,?0?3 ;afg.u i ! i
‘7413‘1 \591‘:'&:. 73 T??? |58 372 | 12 SEH’ JJ 28 FARY | ooy
o 7'»7‘1:» ¢7(.u 1810859 A5 3olaz s | o PET leeols 7467 %oy | |
:.‘r|'m JJ‘:,U.& 14538 I 7|~u | 7'3 §1 8772500 %'.:3‘?.5 ' ! [ b
i bodzs | | a2efl || | 23720 | J4S o rqho| | L _glead LB opgesizedwal L 7729 | L] SO S o
L3zl NS /1302 295 8| NC’Z 18 o7y $I3 70807 %1 02 '
; N o884, Vf.?zo; 1269¢ Il T 487 1r 534 N6138 7325 42 E
2 s1917 /6754 YEALTA |Yrsts 20ee] dlera 993&.:;.-? Iz \r.i?\m‘ 1 i '
54l a1 PRI Y) 12l vs 1a9sf1ase| | | Hisze Rz Va2 &3z ' T
£ $1478 voidsal | soltag| | Jaadsager|w| | de9| . Mvselsgens| | gagi| SN 1 U N T O R
411508 asltee /0l7 08 135 917 72t | 3|ty |/sgizasys g igs | ’
e Aeloze] _d'd.!ffg . 9547 K34 174987 | 2 CJ2d 12 11?555? -.J:au 5 '
n 431 1b)| J;fa?;' N 7los9 JBas1S 72437 » B iVATA PZX o FEALE J’.lt’,.!? I
2 40!.911 3479 ez W70 7| 2l490 {3700 2097 J_?;(:,‘S } 3'
2 121121 23424 2993| | ,posi20277| 2 22.84| ___,3;5; savo| | _aged ||| B O i
& 34“55 27i098 118 AT 0|73 2 S lees ‘J‘a¢§‘7 '?‘Lng? ‘[
7 314186 29449 L LYeT J267854832| = D ilres .5‘?&!5!/. 7 Azss !
= 29214 27l3ar «[f77 qrsegalpd| Fikses .353!477‘47 /el f
asfgqa /7,‘93{, 5787 AR LTI 32| ;_i/.r.f7 ,azo!./,\wlw 4T l
B e . agaad LU sdgay| || ddetel | g aszavs| w| | Aoz A dseszagen L apar) | b L
3 [F:205 /\s'!IJ:I oz z ARSET AT g8 i \ETLY ot L1177 b
3 ftfsas /7.1;9« 34 o4 NRoT8 4407 | 0 Ly d20d i R lu’?'?r’ ,E?;ro . I i
{5F3g4 /o.ld'$6 2794 #1978 74654 | = L NRSL b ’ 17 B A E ,
S 1034 4 228 ALB) | 17035080 | 0 gz NIRRT 671 ]
» ';47_4 5 {is‘u = 154§ A2ENZTeAR | s | aft _ASIHIE AT L .-:!-’-'*.‘?Z,__, . . N "3
» 445y 978 ;17164'714! % ke RIS LEN2 2a? : = ;
3 ng T! Jog aLdd3ses| o5 23 4129688 .5(:-72 | P
® 1a3siere :z‘.z?a,aw 7548 L) w| K268y PRI i l i—
3 " L) ‘4 |
4 NI el BN I I - i
i R i f 1

T T AT e o e e

e

ks Rl

R S e

PR R TR

i e i+

i et S Bl Nk 5 Y ol R s R =i s




