February 23, 1983

Approved
PP Date

MINUTES OF THE SENATE COMMITTEE ON TRANSPORTATTON AND UTILITIES

SENATOR ROBERT V. TALKINGTON

Chairperson

The meeting was called to order by at

9:00 a.m. Wednesday, February 23 1983

a.m./p.m. on in room _294=E __ of the Capitol.

All members were present except:

Senator Norvell

Committee staff present:

Fred Carman
Hank Avila
Rosalie Black

Conferees appearing before the committee:

SB 205 -~ Senator Jack Steineger Sylvia Hougland, Secretary of Aging
Margaret Gebhardt, Bonner Springs Al Bramble, AARP, KS Coalition on Aging
Pat Donahue, Kansas Legal Service, Inc. Ed Friesen, KS Retired Teachers Assoc.
Ed Peterson, Attorney, KCC Nadine Burch, KS Coalition on Aging
Don Willoughby, People's Natural Gas

SB 222 - Senator Jack Steineger Sylvia Hougland
Deb Miller, Governor's Office Al Bramble
Ed Peterson, Attorney, KCC Ed Friesen

Don Willoughby

The meeting was called to order by Senator Talkington, Chairman, who
introduced Senator Jack Steineger to discuss Senate Bill 205 and Senate Bill 222.

SENATE BILL 205 and SENATE BIII, 222

Senator Steineger explained that SB 205 directs KCC to establish natural
gas maximum rates for residential users before the onset of next winter, which
is especially important to the disabledand low-income elderly who cannot pay
their utility bills. Referring to deregulation of natural gas, he said that gas
producers are the only people profiting from '"take and pay" contracts. He
added that low-income and elderly consumers struggling to pay their heating bills
are tired of hearing about cheap gas sitting untapped in Kansas while higher
costing gas is pumped into Kansas from other states.

Speaking in support of SB 222, Senator Steineger stated that the bill would
allow KCC authority to establish a "conservation rate' for residential customers
for the use of electricity and gas. Under a conservation rate structure, KCC
would set a lower utility rate on a per mcf basis for minimal consumption of
gas and electricity.

Margaret Gebhardt noted that senior citizens hope that their problems

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have nat
been submitted to the individuals appearing before the committee for
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SENATE BILL 205 and SENATE BIIL, 222 (continued)

involving payment of utilities can be loocked at with a little heart.

Pat Donahue emphasized that the Kansas Legal Service has identified among its
major priorities the high cost of energy. Federal money from the windfall profit
tax is currently being used to help low-income elderly who in their working life
were never below poverty guidelines. He told the Committee that he supported the
bill because it would dedicate older, cheaper gas to senior citizens who cannot
afford escalating heating costs.

Appearing in support of both bills, Al Bramble indicated concern for elderly
citizens from all sections of the state who would like to live a life of dignity
in not receiving charity to pay utility bills.

Bl Friesen said he favors both acts to help low-income elderly citizens who
are making a desperate effort to pay something on their utility bills.

Sylvia Hougland noted the high cost of home energy as the single most important
problem facing older Kansans. At the Governor's Conference on Aging last May,

83% (compared to 72% nationally) rated the high cost of energy as the major problem
for older Kansans. The lowering of utility bills was ranked as the first priority

for state action. She urged the Committee to pass both bills. (See Attachment 1.)

Nadine Burch said that like many other elderly citizens she thought she
would never apply for welfare, but this year she had to receive assistance from SRS.
Speaking in behalf of the Governor's Office, Deb Miller, noted that SB 222 would
accamplish two important goals. First, it would benefit a substantial number of
low-income and elderly consumers by providing them with an opportunity to lower
their utility bills. Secondly, it would reward residential consumers who conserve.

(See Attachment 2.)

BEd Peterson pointed out that in KCC's opinion, SB 222 is not necessary but it
would clarify the Commission's position in this area. The Conmission prefers the
conservation rate bill rather than selecting one class of customer that would
encourage future consumers who would also want preferential treatment.

Don Willoughby spoke in opposition to both acts which he referred to as lifeline
bills. He added that the bills fail to protect municipal services, fuel oil and

propane users.

Senator Talkington requested that Bill Brown and Harold Shoaf return to present
their testimony Friday at 9:30 a.m.

The meeting adjourned at 10:05 a.m. Page 2 of 2
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. Please PRINT Name, Address, the organization you represent, and

[ the Number of the Bill in which you are interested. Thank you.
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SB 222
Testimony of the Kansas Department on Aging

Bill Brief: Provides that nothing in existing law shall be

construed as prohibiting the KCC from establish-
ing conservation rates.

Bill Provisions:

1. Applies to residential customers.
2. Would allow KCC to designate conservation rates if based

on quantity of natural gas or electricity used by the
consumer.

Testimony:

KDOA supports SB 222 as one essential way to assist Older Kansans
in reducing their utility bills. The high cost of home energy is
the single most important problem facing Older Kansans. At the
Governor's Conference on Aging last May, 837 (compared to 727
nationally) rated the high cost of energy as the major problem
for Older Kansans. The lowering of utility bills was ranked as
the #1 priority for state action, above all other issues.

Prices for the principal home heating fuels have increased twice

as fast as the general inflation rate. Between 1976 and 1981, energy
prices rose 1237 while the CPI increased only 597%. Since 1973, the
price of natural gas, which nationally is the heating fuel for

over 1/2 of all older households, has more than quadrupled.

In Kansas, the price of natural gas from the Gas Service Company,

the largest in Kansas, increased by 2217 between August, 1978 and

January, 1983. 1In August of 1978, the price of one mef of gas was
$1.61. Today, it is $5.17 per mcf.

The burden of home energy price increases is not borne equally. In
1980, during winter months in Kansas, the average coldest month
home energy cost was $105. The average social security check was
$371; the average SSI check was $238; and 34% of all Older Kansans
made less than %400 per month. Low income elderly spend almost

4 times (between 15-197 of their income on home energy costs as

do median income households who expend between 5-6%. This is true
even though elderly and low-income households are typically low
energy users. The Department of Energy Residential Energy Con-
sumption survey showed that low income elderly households use 407
less natural gas than other consumers. The DoE study showed

a positive correlation between income and home energy use.

- Average U.S. household expends 5-67 of their income on home
energy. \

- Low income elderly spend between 15-197 of their income on
home energy.

- During the winter, 257 of the elderly spend more than 407 of
their income on home energy.

- Fuel expenditures tend to rise with income for elderly and
non-elderly.
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- Fuel consumption is correlated to age with older people tending
to use less.

(Gas)

Age BTU's

65+ ‘ 118 M

45-64 144 M

30-44 150 M

- TFuel consumption is correlated to family size.

(Gas)

Family Size BTU's

1 89 M

2 119 M

4 148 M

In testimony presented before the House Energy and Natural Resources
Committee, the Kansas Department on Aging proposed 5 methods of
assisting elderly Kansans in meeting rising energy costs.

1. Direct assistance to those least able to bear the burden of
rising utility costs.

2. Effective weatherization programs to act as a link between
conservation and direct assistance.

3. Load management programs applicable to residential customers
to reduce peak demand and slow down the need for new con-
struction and capital.

4. Private utility initiatives to assist low and moderate
income families.

5. Rate restructuring to include conservation rates or targeted
lifeline rates similar to those includes in SB 205.

KDOA believes conservation rates would benefit most older persons,
but especially low-income elderly because of their consumption
patterns; will be available to all consumers so will not be unduly
discriminatory; can be designed to recover full costs and yet allow
an essential block of energy for consumers.

According to the design, the issue of cost-based service can be
addressed. Most Kansas utilities currently have a basically flat
rate structure in which energy is sold at a uniform rate per unit.
While this is an improvement from the past when declining block
structures, in which successive blocks of energy were priced at a
lower level, flat rates neither provide a specific incentive to
conserve nor reflect the replacement cost of the energy used. Any
pricing system acts as a signaling and incentive system as well as

a revenue recovery mechanism. Conservation rates encourage and
reward low usage.

It may be time we focused our attention on the desirability of
charging high prices for large usage. If the relative cost of large
usage goes up, the relative cost for small volume should go down.
Low income high users can then be targeted with direct assistance
and weatherization funds. ¢

Often conservation and lifeline rates are viewed as discriminatory
in that they involve price differentials which are not cost based.
By applying the rates to all consumers, that objection is met.
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In addition to being available to all residential customers and
benefitting most low-income, elderly households, conservation rates
have few administrative costs associated with them. The utility
companies merely have to modify their billing systems to reflect
the new rates. The KCC has the technical expertise to develop,
in conjunction with the public and the utilities, approprlate
conservation rate structures.

For its simplicity in administration, its availability to all con-
sumers, and its ability to provide substantial benefit to those

most in need of energy assistance, conservation rates deserve your
support.

We believe the legislature needs to clearly state their intent
and pass SB 222.

2-23-83



FIGURE 1
FUEL CONSUMPTION RISES AND FALLS WITH THE LIFE CYCLE

Millions of BTUs
per household ELECTRICITY NATURAL GAS
150 150 150
144
140 140
120 120 118
17
! 115
102
100 100
80 80 ’ 80
60 60 60
40 40
i Under‘SO 30-44 45-04 o5+ Under 30 30-44 45-64 65+

SOURCE: Unpublished tabulations from the 1974-75 National Residential Energy Consumption Survey of the U.S.
Department of Energy.



FIGURE 2 |
FUEL CONSUMPTION RISES WITH HOUSEHOLD SIZE

Millions of BTUs ELECTRICITY NATURAL GAS
per household 167
160 160
148
141
140 138 140
125 .
120 119 120
112
100 100
96
89
80 30
60 57 60
40 40
1 2 3 4 5+ 1 2 3 4 5+
Household Members - Household Members

SOURCE: U.S. Department of Energy, Energy Information Administration, Residential

Energy Consumption Survey: Consumption and Expenditures, Apr1T"T978
through March 1979. JuTy 1980. Tables & and 5.




Annual expenditures
per household
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400¢

300

200

100

FUEL EXPENDITURES TEND TO RISE WITH INCOME--NONELDERLY

Less
than
$5,000

SOURCE:

$10,000-

U.S. Department of Energ Analysis Report.

Energy Information Administration.
Energy Expenditures by E

riy and Non Elderly Households - 1975 and 1985.

1975 Disposable
Income
{in 1978 %)

A Comparison of
U80 Table A-12.

May 1 .



FIGURE 4

FUEL EXPENDITURES OF ELDERLY HOUSEHOLDS ALSO
TEND TO RISE WITH INCOME

Annual expenditures

per hous

600

500

400

300

200

100

ehold 1974-75.

L

<

-

Fuel 091 _ _o-

g

Electricity

‘ . @ . - ° o ®
.".’. ...
s® - -
- Natural Gas
Less $5,000- $10,000- $15,000~ $20,000- $25,000- $30,000- $35,000- 1975 Disposable
than 9,999 14,999 19,999 24,999 29,999 34,999 or more Income
$5,000 (in 1978 §)

SOURCE: U.S. Department of Emergy, Energy Information Administration. Analysis Report. A Comparison of
Energy Expenditures by Elderly and Non Elderly Households - 1975 and 1985. May 1980. Table A-12.




FIGURE 5

INCOME AND ELECTRIC ENERGY
CONSUMPTION IN KANSAS

)
o

ELECTRIC CONSUMPTICN PER CUSTOMER

USE PER CUSTOMER

Portion of Based Upon Battelle|Based Upon NPRaA
Income Group [Population in SHAPES Model Survey
s/yr. Income Group kwh/yr Kwh/mo I Kwh/yr &kwh/mo
b
$0 - 6,499 5.44% 5162 430 5198 433
$6,500 - 94999 4.69% 5945 495 61568 514
$10,000-14,999 8.24% 6534 545 7279 607
$15,000~19,999 12.04%¢ 8316 593 702 725
Over $20,000 69.59% 11077 923 12610 1051

SOURCE: "LIFELINE ELECTRIC RATES KANSAS RESIDENTIAL ENERGY CONSUMERS
MINIMUM ELECTRICAL NEEDS AND CUSTOMER ELIGIBILITY CRITERIA,"
Development Planning & Research Associates, Inc., May 1981 —

a research project commissioned by the Kansa
Commission.

Tables 8 and 14 pg 5-19 of source.

s Corporation
The data shown reflects consolidation of
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SUMMARY

DATA ON ENERGY EXPENSE AS A PERCENT OF INCOME
AND § SUBSIDY TO CORRECT SHORT-FALL

REGRESSIVE IMPACT OF ENERGY EXPENSE ON INCOME-ENERGY EXPENSE AS
%# OF INCOME.

ANNUAL 1975 1985

INCOME RANGE ELDERLY | NOT ELDERLY ELDERLY | NOT EIDERLY
Under $5,000 17.49 28.6% 20.9Y 35.6Y%
$5,000-$9,999 11.5% 15.0% 13.1% 16.8Y
$10,000-$14,999 9.69% 12.0% 10.7% 16.3Y
$15,000-$19,999 8.2Y% 10.0% 8.99 10.7%
$20,000-$24,999 7.3% 8.8Y 7.69 8.9Y
$25,000-$29,999 6.9Y% 7.89 7.49 8.0Y%
$30,000-$34,999 6. 3% 7.0% 5.9Y 7.2%
$35,000 and Over 3.29% 4.69% 4.39 5.3%

U. S. AVERAGE ENERGY EXPENDITURE AS % OF INCOME FOR PERSONS ABOVE
AND BELOW POVERTY.

1975 1985
INCOME CLASS ELDERLY NOT ELDERLY ELDERLY NOT ELDERLY
Poverty 21.2% 23.8% 25.9Y% 30.59%
Not Poverty 9.0% 9.9% 9.7% 9.2%

Source: "A COMPARISON OF ENERGY EXPENDITURE BY ELDERLY AND
NON-ELDERLY HOUSEHOLDS 1975 and 1985" - U, S. Dept.

of Energy (May 1980). Data is excerpted from
Tables 2 and 6.

THE TOTAL $ SUBSIDY REQUIRED TO KEEP LOW-INCOME (125% Poverty)
KANSANS HOUSEHOLD ENERGY EXPENSES BELOW THE STATED % OF TOTAL
HOUSEHOLD INCOME FOR 1981-82.%

SUBSIDY REQUIRED IF ENERGY EXPENSE %» OF INCOME
IF SUBSIDY TO: 5% 107 157 207 257

Direct and in-
direct energy

bill payers $51.4M $27.1M $16.6M $12.7M $8.8M
Direct bill
payers only $36.5% $19.2M $11.8M $ 9.0M" $6.3M

*DoE indicates average household presently spends 5-63 of income
on energy.

SOURCE: "THE COST OF SURVIVAL-SUBSIDIES REQUIRED TO HELP ELDERLY
AND LOW-INCOME AMERICANS MEET HOME ENERGY BILLS," THE
GRIER PARTNERSHIP, (Oct. 1981) - a report to the National
Council of Senior Citizens, Inc. and the National Council
of Churches. Data reflected in Table 5, p. 16 and
‘Table 6, p. 14.



John Carlin Governor

OFFICE OF THE GOVERNOR

State Capitol
Topeka 66612

Testimony To
Senate Transportation
By
Deb Miller
February 23, 1983

Mr. Chairman, Members of the Committee:
Thank you for the opportunity to testify befofe you today
on behalf of the Governor on Senate Bill No. 222.

SB 222 is a bill which clarifies that the Kansas
Corporation Commission has the authority to establish a
"conservation rate" for residential customers, for the use of
both electricity and natural gas. Under a conservation rate
structure the Corporation Commission would set a lower utility
rate on a per mcf or per kilowatt hour basis for minimal
consumption of gas and electricity.

Such a rate structure would accomplish two important
goals. First, it would benefit a substantial number of
low-income and elderly consumers by providing them with an
opportunity to lower their utility bills. Secondly, it would
reward residential consumers who conserve. ‘ :

Mr. Chairman, let me say in closing that this bill will not
dramatically lower utility bills, but it will help those who
are willing to lower their thermostats, install weather
stripping and take advantage of other measures. Since 1973
much has been said about the need for conservation. This bill
would be one very positive way for you as the Legislature to
signal Kansas citizens that conservation is an important goal
and that there is a reward for those who achieve that goal.
Thank you, Mr. Chairman.
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