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MINUTES OF THE SENATE COMMITTEE ON TRANSPORTATION AND UTILITIES

SENATOR ROBERT V. TALKINGTON

Chairperson

The meeting was called to order by at

Supreme Court Room

8:30 a.m. Wednesday , March 14 , 184 in room of the Capitol.

a.m./p.m. on

All members were present except:

Committee staff present:

Fred Carman, Hank Avila, Rosalie Black

Conferees appearing before the committee:

HB 2927 - Dick Compton, Midwest Energy at Hays; Bill Henry, KS Engineering Society;
Claude Anderson, Garnett; Lance Burr, Lawrence; Lee Good, Wichita; Bob Phillips, Ko
James Haines, KG&E; Arthur Doyle, KS City Power & Light

The meeting was called to order by Senator Talkington, Chairman, for the

second day of hearings on HB 2927.

HOUSE BILL 2927 — HEARING - OPPONENTS

Dick Compton, taking a neutral position, reguested legislation modification

in HB 2927 (See Attachment 1.) He testified against the concept of legislation

that could increase a utility's cost of doing business.

Bill Henry appearing on behalf of the Kansas Engineering Society, indicated
the importance of preserving present statutory legislation which permits utilities
to include property in their base which may be required to be used. (See

Attachment 2.)

Claude Anderson discussed his touring of energy institutions in the U.S. in
reference to safety and presented a chart showing budget over costs of the Garnett

city water dam. (See Attachment 3.)

Lance Burr asked the committee to not allow Wolf Creek to come on line since
the nuclear regulatory commission has not been able to produce a plan to deal with
nuclear waste and Wolf Creek would be producing 30 to 40 tons of high level

radicactive waste per yvear. (See Attachment 4.)

Lee Good said that anti-nuclear activists are responsible for contributing
to the high cost of energy and will cost the industry billions of dollars that

will ultimately be passed to ratepayers. (See Attachment 5.)

Bob Phillips representing Sunflower Electric Cooperative, and James Haines

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page

of




CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON TRANSPORTATTON AND UTILITIES

Supreme Court Room

room

8:30 a.m March 14

, Statehouse, at a.m./p.m. on .

HOUSE BILL ‘2927 — HEARING - (con't)

and Arthur Doyle, both representing utility companies who own Wolf Creek, said
the KCC already has authority to reduce rates for imprudence, mismanagement, or a
lack of reasonable efficiency. Mr. Haines added that the expense of Wolf Creek

will increase and delays could result if the people who are finishing the project

1984

must be called away to participate in hearings contemplated by HB 2927. (Attachment 6.)

The meeting adjourned at 10:30 a.m.
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[As Amended by House Committee of the Whole]

As Amended by House Commitiee

Session of 1984

HOUSE BILL No. 2927

By Repre‘sentatives Fox, Adam, Aylward, Baler, Bary Siu
menthal, Braden, Branson, Chariton, Cioud, Cribbs, Ediger,
Francisco, L. Fry, Goossen, Grotewie!, 1{elgersun, Henslzay,

.Hoy, L. Johnson, Knopp, Leach, Lowther, Luzzati, R.H.
Miller, Murphy, K. Ott, Patrick, Roe, Rogers, Rolfs, Roper,
Runnels, Schweiker, Shelor, Smith, Salbach, Spaniol, Sugh-
rue, Turnquist, Vancrum, Wagnon, Darrel Webb, Whiteman,
Wilbert and Wisdom

[3]
o
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AN ACT concerning public utilities; relating to the valuation of
property for ratemaking purposes; 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 The state corporation commission shall have
the power and it shall be #s duty to aseertain determine the
reasonable value of all or whatever fraction or percentage of the
property of any common carrier or public utility; er twhatever
of wny publie utility which has constructed the facility without
wmendnrents theretes governed by the provisions of this act
which property is used ef and required to be used in its the
earriers oF wtilitys its services to the public within the state of
Kansas, whenever it the commission deems the ascertainment of
such value necessary in order to enable the commission to fix fair
and reasonable rates, joint rates, tolls and chargess and. In mak-
ing such valuations they the commission may avail themselves
itself of any reports, records or other things available to them the
commission in the office of any national, state ur muriaipnl
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officer or board. For the purposes of this act, property of any
public utility which has not been completed and dedicated to
commercial service shall not be deemed to be used er and
required to be used in said the public utility’s service to the
public, except that, any property of a public utility, the con-
struction of which will be commenced and completed in one 9
year or less, may be deemed to be completed and dedicated to

commercial service. Fhre—eorrmritton—raay-pe@rEo=—a CONIROR
WMMWMMH;-&W

New Sec. 2. The state corporation commission, in determin-

electric generating facility

ing the reasonable value offproperty under K.S.A. 66-128, and
amendments theretogf & publie utility whieh has eonstructed an

7

/ which was oconstructed by a public utility without

eleetrie generating faeility without obtaining an edvanes pesmit

under K:SA: 66-1150 et seg- and amendments therets, shall
have the power to evaluate the efficiency or prudence of acqui-
sition, construction and eperation or operating practices of that
utility. In the event the state corporation commission determines
that a portion of the costs of acquisition, construction or epera-
Hon operating were incurred due in whole or in part to a lack of
efficiency or prudence, or were incurred in the acquisition or

chtaining e acvance permmit under K.S. -A. 66 1,159
et seg. and amendments thereto,

v

construction of excess eleetrie gege—mtmg capacity, it shall have
the.power and authority to exclude all or a portion of those costs
from such reasonable value as so determined.

New Seer 3 The state eorporntion eommivsion in determrin-
e the reasonable value of property under k8- 66128 and
wendments thereto of a publie utility which hus eonstructed an

Y-\ « . . . ) - - 3
™electric generating facility
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erating eapaeity— “Exeess eleetrie generating capaeity— for prs
poses of this aet means any emount
For the purpose of this act, “excess capacity” meons any
capacity in excess of the amount reasenably necessary used and
required to be used to provide adequate and reliable service [to electric generating facility
the public within the state of Kansas] as determined by the : .
commission. The commission may in its discretion prohibit or
reduce the return on costs which were incurred in constructing,
maintaining or operating excess eleetrie generditing capacity.
New See: 4 Sec. 3. The state corporation commission may at
any time and in its sole discretion, whether or not facility is
still under construction, initiate on its own motion a proceeding
with respeet to any propesed eleetrie generating faeility whieh
was not required to obtain en advence permit uvader XS
66-1.150 et veq- and amendments thereto; to determine in ad-
vance whether the costs of such facility were reasonably; or
prudently ef neeessurily incurred underseetion 2, or whether all
or a portion of the costs of such facility are or shall be incurred in
producing excess eleetrie geﬁe&n-g capacity under seetion Q\electrlc generatlng facility
The proceeding shall be commenced by the commission g“""g\under section 2.
30 days’ written notice of the setting of the hearing of such .
proceeding to the public utility or utilities involved, and no other-
motion shall be required, but the procedure, hearing and appeal
rights shall otherwise be as specified in K.S.A. 66-1,158 through
66-1,169¢, and amendments thereto.
New See: 5 The state corporation eommistion in cenpine-
tion with or separate from other proeeedings muy at any Hme in
its sele diseretion; whether or not the faeility i5 still under
weet&e&nywepe&eéelee&éegeﬁem{mg&e}l#ywh%ehw&snee
Wmmmmmm%&%%%w
mmmmmmmmém the
event the publie utility completes eonstruetion of the freilits
be excluded from the reasonable value of the propestr of the
publie utility used in serving the publie in Kansas; under section

e electric generating

1
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}
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2. (2) any portion of sueh eosts is to be deferred and phased inte
tion 6; o {3} any future earrring costs or nance charges are to be
exeluded or diseHowed as previded under seetion % The pro-
written notice of the setting of the hearing to the publie utility or
wtilities invelved; on its ewn motion; end ne other notice shall be
otherwise be as speeified in KS5A- 66-1158 through 66-1160¢;
and amendments theretor
of a publie utility whieh has constructed an eleekrie ponerating
1150 et seq- and wmendments thereto; the siate eorporatien
connnisston; H it determines thet a pertion of costs ineurred in
constructing of operating an cleetrie grnorating fneility were
ineurred due to laek of prudenee in plont veqaisitien; venstrue
Hon or eperation or ineflicient operation; +¢ if 1t determvinoes that
the operation of such faetlity will result in exenss elsebris Lo
erating eapueity; shall have the power und wthorey e reguire 2
public atitity to defer und phase such eosts inte such reasorable
value over not tess than 0 ner more than 15 years in substan
New Sece: ¥ Sec. 4. In the event the commission finds that 2
portion of costs were incurred due to lack of prudence in piab
acquisition, construction or operation ef and were incurred to

build a facility which in whole or in part renrcsznts excess  /

eleetrie gdnerating capacity as defined in seghen 3, the commis-

sion shall exclude that portion of the carryin‘g or finance charges
incurred after the date of its finding; of throughout the period of
any deferral or phase in of costs required under seetion 6; and
fueility so ineunrred, and no part of sueh the carrying or finance
costs excluded shall ever be or become part of the reasonable
value of public utility property so used or required to be used.
The commission shal alse also shall not authorize the recovery
as operating expense or in any other manner of the carrying or

.as defined in section 2,

electric generating facility
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finance costs asseeinted with the eosts of sueh facility so ex
not be adjusted due to sueh earrying or finance eosts so excluded.

Nothing in this act shall limit the commission’s authority to
adjust revenue requirements of any eemmen earrier or public
utility if the commission determines the revenue requirement

electric generating facility

requested is either a return of or a return on‘costy\ivhich results

~_-,as defined in section 2

from inefficiency or a lack of prudence.
[New Sec. 5. Any common carrier or public utility subject to
the provisions of this act which constructs—ggfacility shall make

an electric generating

and send monthly financial reports to the state corporation com-
mission. Such reports shall include the following information, as
of the date of the'report, the: (a) Actual costs incarred; (b} total
estimated cost of the facility; (c) percentage of the facility which
is actually completed; {d) estimated date of first commercizl
operation; and (e) any other information required by the com-
mission. Such reports shall be prepared and certified in the
manner and form required by the commission,

[New Sec. 5 6. (a) If any portion of an electric generating
facility is determined to be excess capacity and if the facility is a
nuclear fission power plant, the state corporation commiszion
shall determine whether () there has been developed and av-
proved by the United States government through its authorized
agency, a proven technology or means for the disposal of high-
level nuclear waste end (3) sweh technology or means for dis-
posl of steeh wwaste [which] is available for use at or by the plant.

[If the commission finds that no such technology for disposal
exists, it shall be presumed that the costs of acquisition, con-
struction or operation of the facility were incurred due to a lack
of prudence and the commission shall not include such costs in
the reasonable value of the public utility property.

{(b) When used in this section, “technology or means for the
disposal of high-level nuclear waste” means & method for the
pernranent end terinal disposition [includes but is not limited
to temporary on-site storage) of high-level nuclear waste: Sueh
disposition shall not preclude the poseibility of [or] an approved

process for the retrieval of such waste.]
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New Sec. 85(7]. The provisions of this act are declared to be
severable, and if any section, sentence, clause or phrase cf this
act shall for any reason be held to be invalid or unconstitutional,
the validity or application of the other provisions of the act shall
not be affected, it being the intent of the legislature that the act
shall stand notwithstanding the invalidity of any part.

‘Sec. 9 6 [8]. K.S.A. 66-128 is hereby repealed.

Sec. 38 Z[9]. This act shall take effect and be in force from

and after its publication in the Kansas register.

o
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Comments of Dick R, Compton

Pove the 7

SBenate Teanspor fon & Uit it ies Commibbes
o Howrse BT 2987

i Chairman and Members of the Committes, 1 appreciate the
opportuni bty to appssr before vou today with comments eegarding

the proposal before you in the form of House Bil11 2927,

My rmams s Dick Compton, and T am Dig of Gosverrmental

Sffairs at Midwest Energy, which headouarters o Hays. Midwest

aerves approsinately 30,000 electric customers at retall in a

AT

twenty-tuo county areas of central and norbhuese

also serves approsimately 10,000 natweal ga tomsre at raetail

v BN Vs and Trego counties.,

— My comments today are not as e proponent of House Bi11 2927,

rew ares they as an opponent 0F the Tanguage can be modifisd to

accomnadate somneg of the concerns we have with the cuwerent wordiog.
Undenr the curesnt wording the KOO is givern the aubhori by,

1,

and 1t would appear that they are nearly mandated, to e@lininats

any casts from a8 public wbility's ra unchar which the ubility

Bifle ibe customers that are associated with

plant

capacity.  The commitbes Lty be aware that all of a
whbilTity’s capital accounts under which ite assets are booked are

common ly refereaed to

plant acoounts. T other words, the berwn

"plarct” in the proposed Tegislation doss not direct |tee

generating plants.  On the contrary, it directe itsself to the

of all of the capitalirec




owns.  Transmission Vines, distreibution 1ines, brocks, compubers,

office faciltitises and eto. are all inocladed in a ubitity’s plant.

T the planning and construction proce

as we

s, Mo dwest,

e pene 3

s oall obther wbilitiss, commonly provide for sxoess capacity in

many of the facilitiess 14 constructs to provide servios This

apacity is provid at today s o

Foro anticipated

future Toad and customer growbh. We think this is good busin

and we are confident such practices can be Justified to
reasonalle regulatory authorities as prudent.
D concern ie bthe cost of proving peadence. We ara

ourrting and

contident that substantial additional legal, a

paerhaps consultant expensss would be incurred in proving prudenoe

o the Comn

i nearly each and every rate hearing. T e

Frardly

reasonable or pesponsible for this body to place

Tegislation in effect that could and probably would inore

k]
ubilTity’ s cost of doing businesss.,  This s especially btrus in an

gr-a whern we are all concerned about the lTevel of charges that are

already being billed RKans bl ity o

e s oo cover e oos

of providing their service. When ome congiders that b

acded

cost Durden will wltimataely be born by the customer anod could be

incurred to prove the prudence of something so nebulous as why a

Ay cooridue boe rather than 80 was us o oa parbicular

Leansmission Tine, or why a @5 VS transformse was ug

P s
instancs rather than a 10 KYA, then we would gquestion the

preudlesnce of the Tegislation.

I have briefly

Y Lo oyou Midwest s major conoerns

with the legisltation undsr consideration, and now T owould Tike b



b tef Ty mention some points you may want to ponder as you

.y

consider the gquestion of e

capact by Tomertion these

ary by
awoa praecadtion.

with

1 Iy determining the amount of cost s

capacity the KOO ie supposed to disallow unders Houss

Lhey supposed bod

R disallow the cost azsaciabted with the une-used new

capacity which will invariably be the highest

installed cost, but also the capacity from which

e 1owe

tooost energy can be obbtained; or should
They
e disallow the cost sssocisted with un-used existing

ac ity From which the highest cost snergy will be

obrvba inedy o should they:

. disallow the cost associated with a blend of a1

the Company’s capacity?

2 Dapending on the method ohosen by the KOO in dizsallowing

ciated with werating capacity, shouwld

thie affectsd Company be allowsd any discration in how

ihe generation capacity is dispatohed?

B ITE the state |

islat ot of w

shance a portion of a
Company s generation capacity, g there a chance that
the Internal Revenue Service would ruale bthat this
portion of the facilities could not be used in calou-

Tating any investment € cewch i b bhat could obtherwise

rer avall-able, T so, such lTegisltation could certainly

bog counter-productive.



A T such capacity s legislabted out of existance, will

thie &

el lerated deprsciation scheduls noroally allowed

when computing income tax by the Internal Revenus
Barvice be affected in any way? This also may be

ooty bar -product ive.

W Would the affected Company be expected to pay property

Lames on the enbtire facility? 14t hardly

@i e

abyle for one state agency to consider the entire
Facility while another is not al lowed to.

& Te there any chance thet once the s

capacity is
peecdead,  bhe company’s stookholders would be enbitled
ki

and Jjustified to sell such capacity bto the Company for

u i osmervice to Pbs ous

o s at the current replace-

mesnt
Inociosing, shouwld the committes determine this byps of
— . 4 A (o e f
tegislation to be necessary, 1 would urge you to nareow its scops

o it can not lead o prood of pruodence when such & process would

3

probably cost more than 16 could ever be worbth to Ransas ability

rate payers.,

Thank you again for allowing me to appear with

comments on this pro taegislation.

T would be happy to atbtenpt to answer any ouestions the

codnmi Bhas may have.
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Testimony to the Senate Transportation & Utilities Committee

RE: H.B. 2927
March 14, 1984

Mr. Chairman, members of the committee I am Bill Henry Executive Vice
President of the Kansas Engineering Society. I apear today on behalf
of the Society because of certain concems members of our organization
have with the changes made by the House of Representatives in H.B. 2927.

We well understand the concems behind the passage of H.B. 2927 and
particularly in reference to the Wolf Creek Power Plant. However engineers
of our organization who have experience in power work see certain
service problems that may result as the result of the proposed
legislation.

The first area of concem our menbers have relates to the language
set out in line 41, specifically;

"Which property is used and required to be used.”

Our State Supreme Court has intermpreted the use of the word "and"
as conjunctive-which means that if you change present law from "used or
required to be used" to "used and required to be used," the property  to
be. included in the ut111ty s base must be used and required to be used.

We believe it is inportant to preserve the present statutory language
which permits utilities to include property in their base which may be
"requirel to be used."

The reason is that back-up equipment such as turbine fans,
generators and other replacement parts, while not in actual use at a
particular time, should be included in the utility's property base. The
ooncept behind this theory is that in providing services to its customers

a utility should have certain stock parts on-hand to replace parts which
may go down.

Turbine blades for a power plant cannot be found over night. Indeed,
a turbine or generator may take six months to be built; if such a piece
of equipment goes out the custaners of the utility cannot sit around for
that period of time to wait for another turbine fan or generator. With
this language change to "and" the commission has the power to disallow the

the inclusion of such replacement parts in the property base of any
utility.

e b, 2



We believe that replacement parts and feel inventories should be
allowed in the property base of utilities.

The Society's second concern is in new section 2, page 3, in the
definition of "excess capacity."

Any power plant, which taes ten to fifteen years to bring on line,
is going to have some excess capacity.

In its current form we believe H.B. 2927 would giwe camplete
discretion to the Kansas Corporation Commission to disallow any excess
capacity.

Grantal, the excess capacity that exists with the Wolf Cree&k Plant
may be too great to be allowed at this time.

However, if H.B. 2927 is enacted the law therein will be the
standard on which all utilities nust base their capital improvements and
plans for the future.

Tt will be difficult for our State's utilities to plan for the future
becaise they will be under the gun so to speak, to build only for the
future facilities that meet minimal estimates of projected growth.

This idea on its face seems valid-the utilities should only build to
meet the needs of their customers so as to keep costs down.

Our problem is that we can see this scenario developing in the future.
Instead of planning for a large plant a utility will probably have to
guide its decision making toward the direction of building small megawatt
generators, which in the long run would deny the advantage of economy
of scale. There is no doubt it costs more to constmict and run several
small plants than a single large megawatt facility.

Not only are the constmction costs higher in the aggregate for such
small facilities but the operating costs of seweral small plants will be
equally higher for the materials needed to produce power at sudh
facilities.

For exanple, power plants require water for coal ing.
It is no secret that water in the near future will grow to be

Kansas' most valuable resource. It is now a major factor in our
state econany and its inportance will grow, not diminish, in the future.



This legislature has recognized the inpoftance of guarding this valuable
resource. We feel that to protect that resource, we should encourage
users of water, including utilities, to use it in the most conservative
faghion. There is no doubt that a single large facility will use less
water in its coadling operations than many smaller megawatt facilities.

How then should we make allowance for this econany of the scale in
H.B. 2927. Perhaps the answer would be to set out some cost/benefit
standards within the statute of what excess capacity could amount to and
still be included in the rate base.

We hope the committee will review the concems we have voiced and
oconsider them in its final action on H.B. 2927.

Respectfully submitted,

William M. Henry
Executive Vice President
Kansas Engineering Society

WMH:mg
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HOU'SE BILL #2927

I am Claude C, Anderson, I and my brother run the family business which
is 91 vears old in Garnett, Kansas, We are among the endsngered species sell=~
inpg Fords and Ford nroducts and hieh interest.

Our interest rste in 1979 went from 8% to 22% in less than 2 vears, One
half of the car snd impliment dealers =are ont, never to return, plus all
kinds of small business, Ford Motor Comoany lost 3RS parts suppliers,

I have toured all kinds of energy institutions in the 'Inited States,

Los Alamos Laboratory in New Mexico, Hansford in Yashington, Oak Ridre in
Tennessee, Trogan in Orepon, Idsho National Laboratory, Fort 3%, Varin in
Coloredo which used thorium, and uses helium gas to transfer the heat, I have
been to 2 space centers - Nasa in Alzbama, Johnson Space Center in Huston,
Texas, I went to North Shore where 170 wells produce 175,000,000 barrels per
day. This is 20% of the T'nited States supply.

Wolf Creek Muclear Plant is about the same capacity as Hoover Dam, A1l
the Dams in Western Missouri, Northeastern Oklahome, Morth Arkansas all put
together are nee’led to make up the capacity of Wolf Creek, So if the payv ofT
of a project is delayed until it is needed, you will be paving interest on
interest on interest, plus the cost of the plant, By the time it is needed
vou are ont of electrity and should have strrted a power plant several years
back. So what happens when the interest and costs are not worked into the

vower rate? It will take longer to pay off the cost.

/.
/e oy
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CARMETT QITY WETER DAM

Start 1970 5983

%350,000 ~1' Million 3.3 Millioh

GARNETT 2400 ¥ W POWER PLANT

1966 1971 Tnstall 1981
$300,000 £600,000 1.5 ¥illion
COMBINED

1960 1973 1982
£20,000 $40,000 $85,000

WIOLF CREEX

8 50 Million 2.65 Billion

Nuclear fuel cost will be more stable than coal and could become cheaper
with new brake through using Laser Beams to help process. Coal and freight
will edge up,

of

Representative Viles LeR@y was cuoted as saying the Kansas House passed

the biggest anti-uk bill,

Our Representative YMr., Teararden guoted in our locel paper, let the
stock holder vsyv for the plant. Stock holders money is 21l ready in the
plants, Our Covernor wrs gquoted as saying to let them psy for their error,
Mismanarement is quoted as running the cost up,

The Xinny Committee after Three Mile Island, President Carter appointed
only 2 Muks.on the committee. Out of this came all kinds of Fairy Tai&s on

| safety.




Acid rain from coal and oil, when environmentalists get hold of this,
look out for the cost,

Let the K.C.C., and power company work raises out, If the Senate passes
this, +he 7,C,C, will sav our hands sre tied, We can't do this or that, be-
cruge the Lepisl-tors sav we can't, The plant has to be paid for and the
people will need the electricity,

Coffee County taxes from the Power Compeny are close to 9 million
dollars s vear, If surplus vower is not worked in, maybe\there shonld be
a tax credit a2llowed,

After 211 this helliblue about 'lolf Creek, Jarse power companies might

ta'e a long look =2t ¥ansas when more power plants are needed,
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1930 360
1931 370
1632 370
1933 390
1934 1100
1935 1455
1936 490
1937 510
1938 1190
1939 530
1940 530
T 580
1942 580
1943 5L0
19hh 500
1945 710
1946 800
1947 910
1948 1060
1949 1125
1950 1080
1951 850
1952 850
1953 890
1954 1100
1955 1150
1956 1250
1957 1330
1958 1340
1959 1530
1960 1725

KW
1961 1780
1962 2050
1963 2600
196l 2800
1965 2860
1966 3410
1967 2000
1968 3520
1969 I Helelo)
1970 Ll75
1971 11320
1972 );R00
1973 ;800
197k 5300
1975 5350
1976 5700
1977 £200
1978 61,00
1979 5600
1%80 7100
1961 6300
1982 6L00
1983 6500
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Lance W. Burr

Aﬁorney and Counselor at Law
1203 Jowa
Lawrence, Kansas 66044

Office 913-842-1133

June 25, 1979

The Honorable John Carlin

Governor of Kansas

State Capitol Building

Topeka, Kansas 66612

Re: The retainment and disposition

of deadly nuclear reactor waste
products

Dear John:

First let me say thanks for doing an excellent job as Governor, and also thanks
for the obvious deliberation you give to important issues of our times. 1 am
writing you about such an issue.

T note from recent newspaper articles, that you are becoming more familiar with
the proposed nuclear reactor facility near Burlington, Kansas. As you can see,
there is much to learn, and I have been trying to educate myself concerning
reactors ever since the late 60's and early 70's when the Attorney General's
Office, through Bill Wward and to a lesser extent, myself, took an active role
in helping to prohibit the federal government from making Kansas a burial
ground for deadly nuclear waste. Governor Docking was impressed with Bill
Ward's persistence and the input from others and told them, they could not
store the waste in Kansas. Too dangerous:

In 1974, when I ran in the Democratic Primary for Attorney General, I had by
that time, learned enough to know that it is extremely foolish for human beings
to create a waste product as toxic and deadly as nuclear reactor waste without
knowing what to do with it. A reality that will keep haunting government offi-
cials is the undisputed extreme danger of this waste to human beings and other
animals. Some of it has an estimated 1life span of hundreds of thousands of
years. To continue to create this deadly waste in alarmingly greater quanti-
ties, without any possibility whatsoever of finding an adequate storage place
for it, represents not only an insane approach to the creation of energy, but
it is also a grave threat to the health and safety of myself, my family and
other persons, not only in the State of Kansas, but in the other states of

. this Union and potentially throughout the world. The federal government has
breached its fiduciary duty to the public to discontinue the production of

this deadly waste until it can be disposed of safely. It's time for the states
to assume their historical role as protectors of the health and safety of their
citizens.

/96222/6! gﬂ,
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For the first time in the history of the promotion and use of nuclear reac-
tors, United States citizens and citizens throughout the world, have recently
had an opportunity to become just a tiny bit more educated about nuclear
reactors., However, none of us need to become extremely well educated in the
area to appreciate the obvious danger that was perpetrated upon the citizens
of the state of Pennsylvania. It is obvious to all of us that the bottom line
at Three-Mile Island is that they (the operators and the NRC) don't know how
to do it very well yet. Excessive radiation will kill you and it doesn't take
very much, Our government officials may tell us that "misleading instruments
played a bigger role than human error' at Three-Mile Island. What the hell is
an average citizen like myself supposed to make of such mumbo jumbo?

Now I am sure that you have been hearinga lot of rather interesting arguments
on either side of the issue of whether or not the concrete and other materials
that they are putting into the plant at Burlington will be able to contrel a
reactor core and radiation., Maybe all the "experts" are going to tell you
just how really safe a reactor facility is. I must admit that I am certainly
not an expert in that area, but from what I have been able to discern, I cer-
tainly don't want to live near a nuclear reactor facility because I think they
are too dangerous. Therefore, I will defer to the so-called experts on that
issue and offer you my expert secondhand knowledge of nuclear waste.

But before I do, let me submit to you that I think as Governor of Kansas, you
have the power to seek and obtain an injunction to prohibit any further con-
struction at Wolfcreek on the basis that in view of the serious problems at
Three-Mile Island and other reactor plants, such generating facilities pose
too grave a threat to the public and agriculture of this state for a number of
reasons:

1, Human errorxr

2. Mechanical error

3, Conditions in the crust of the earth in Kansas beyond
human control. (See articles on earthquakes in Kansas
and Missouri)

4. Inability to control radiation as safely as all other
dangerous materials may be controlled presently

5., Sabotage by terrorists due to easier commercial accessi-
bility.

The list could go on. The Governor's office should at least challenge the
industry and the federal government in the courts and see if the Supreme
Court of the United States agrees that the State of Kansas, as a sovereign
power, has the duty and the right to protect the health and safety of its

~ {inhabitants. The Governor does not have to wait until the danger is imme-
nent before action can be taken. It is a State's right to protect the health
and welfare of its citizens and the federal government should not be allowed
to infringe upon it under this factual situation. And the State does not
have to be absolutely "right" about all the dangers of nuclear plants in
order to prevail in this matter.

But the above reasons are not the most important reasons why further con-
struction of the plant should not be allowed. The single compelling reason
is nuclear waste. And one need not be an expert to appreciate and realize
its imminent threat to all forms of life on the planet.



No Nukes in the Bread Basket

With regard to the law, as far as I know, there is no question over the fact
that you, as Governor of the State, have the power to stop the construction
of a nuclear power plant in Burlington and to obtain an injunction against
the creation, transportation, relocation or dumping of nuclear waste in the
State of Kansas. I will commit myself to file an amicus curiae brief, to
accompany that of your legal advisors, demonstrating to the Courts of Kansas
why they have the power and authority to enjoin further constriaction of the
plant and the creation, transportation, relocation or storage of nuclear
waste in Kansas.

But before the legal guestion can be dealt with, T must proceed to determine
whether or not you, as Governor of the State of Kansas, feel that the waste
produced by the plant being built at Burlington is so dangerous that no addi-
tional waste should be produced from any plant, not only in Kansas, but
throughout the United States, until such time as the federal government or a
state government, or any other respected authority can provide you and me and
the rest of the citizens of this state and of this country an adequate pro-
gram for detoxifying this waste and storing it. BAnd, please don't think for
a minute that any of us can avoid the waste issue by saying that we will sure
keep the federal government from dumping any waste in Kansas. That is not
good enough. If we are producing waste here in Kansas, where will it be
dumped? If we don't want to dump in the State of Kansas, will we ask another
state to do that which we have refused to do?

Well, what about these waste products? Are all of us concerned about waste
products heretics and alarmists to be pushed in the corner? Or is there a
chance that what many of us are concerned about at least should be locked
into? Presently, I am so desperate that I would accept an explanation from
anyone - layman, scientist, philosopher, or whoever - that could provide any
of us with any adequate plans for the storage of nuclear waste garbage. If
representatives from the utilities ever, at any time, indicate to you that
there is an adequate plan for the storage and detoxification of this waste
material, please question it. Then ask them to. tell you where and how the
waste is presently being contained. Then please ask them to tell you whether
or not any nuclear waste has been dumped into the oceans of the earth in metal
canisters. The rest of the questions could go on and on. There are source
people that would help you in this matter if you request their help.

The facts about waste, you can obtain most anywhere. In fact there has been
surprising little disagreement about the toxicity of nuclear wastes. Experts
may disagree on the length of half life, but when we are talking about thou-
sands and millions of years, you will find their disagreement to be pretty
irrelevent to the issue at hand.

It is my understanding that there are three basic levels of waste in layman's
terms: low level waste; transuranic waste containing alpha-particle emitters
like plutonium, which remain highly toxic for thousands of years; and high
level wastes such as spent fuel and federal government weapon's waste. High
level wastes produce deadly radiation for hundreds of years. Plutonium 239
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has a half life of approximately 24,000 years and several hundred thousands
of years will pass before its danger to humans and other forms of life is
extinguished.

The following is a quote from an article by Kenneth Weaver, Senior Assistant
Editor of National Geographic, entitled "The Promise and Peril of Nuclear
Energy." The article appeared before the Three-Mile Island incident and
gives a fair and readable assessment concerning the whole nuclear question.
I am enclosing my copy of the entire article. This following quote deals
with emissions from radiocactive substances.

"In nature are found some 60 varieties, or'isotopes, of
chemical elements that are radioactive. That is, they con-
tinuously transform, or decay, into new elements, giving off
high-energy radiation in the process. Some two hundred other
radioisotopes are created artificially in nuclear machines,
such as reactors.

"When emissions from radioactive substances enter the
human body, they injure cells by ionizing (tearing electrons
from) atoms. If the damage is slight, or takes place slowly,
the body usually makes repairs. But if damage is great, ade-
guate repairs are impossible and the biological consequences
can be severe: illness, reduced life expectancy, eventual
cancer. Or genetic defects may appear in future generations.

"The time it takes a radiocactive element to decay is
measured by its half-life. After one such period, half the
original radioactivity remains; after two half-lifes, a fourth;
after 20 half-lives, only a millionth.

"Some radioactive elements decay swiftly. Iodine 133 has
a half-life of only 21 hours. But for iodine 131 the half-
life is 8.1 days, and for iodine 129 it is 17,000,000 years.

“"Certain parts of the body, such as the gonads, thyroid,
and bone marrow, are especially sensitive to radiation. More-
over, some radioisotopes have particular affinities. Strontium
90, for example, is a bone seeker. Iodine becomes concentrated
in the thyroid instead of being eliminated.

"Todine 131, cesium 137, and strontium 90 - all produced
in nuclear reactors - are especially hazardous to man if they
get into the food chain, because of biological concentration.

"Mogt scientists believe it is prudent to assume there is
no safe level of ionizing radiation, even though we constantly
get some radiation from such natural sources as cosmic rays and
granite in buildings."

I am an expert enough to know that not only have no adequate solutions been
proposed and carried out concerning the storage and detoxification of nuclear
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waste, but even the so-called experts themselves (men and women trained all
of their adult lives to operate reactor facilities) confirmed the fact that

a meltdown at one time was possible at Three-Mile Island. How much more of
an expert do we all have to become in order to get the point across that we
are proceeding too quickly with the nationwide proliferation of nuclear reac-
tor plants? I am certainly not going to suggest that scientists and physi-
cists will never be able to control nuclear power. In the years to come,
they may very well be able to make reactor plants perfectly safe and be able
to detoxicate waste materials produced by fision plants. As you probably
know, it is hoped that the fast breeder reactor will use plutonium for fuel.
I say full steam ahead on the research, but let's do the research in the lab-
oratory and not in the middle of one of the most beautiful and prolific farm
areas in the world. Sure, it will result in a great economic loss, but I
implore you to do it now before any further expenses are incurred in the con-
tinued construction of the Burlington plant.

John, I really think it is important for you to move fast on this issue and
make it a top priority item. You would certainly not be the first Governor,
nor would this be the first state, to take bold action to effectively stop
the construction of a nuclear power plant. In addition, we do not have to
have a majority vote on issues such as this, because the Governor and the
Attorney General of this state have the power to move and be effective in
areas concerning the health and safety of the citizens of Kansas.

The health we are talking about here is not only our own, but the health of
all the human beings that will follow us. There is every chance that it is
already too late with regard to the tremendous amount of waste that has
already been produced. There is estimated to be 500,000 tons of highly rad-
icactive defense waste material and 64 million cubic feet of less radiocactive
waste. It is estimated that commercial nuclear power plants are adding 30 to
40 tons to existing waste dumps each year. There is no question but that the
most prudent course of action to take is to stop the continued creation of
this waste until we know how to change the fact that some of it is toxit for
thousands and millions of years. In a recent AP article, the author Terry
Kirkpatrick reports that, "Four states have in effect halted the building of
new reactors until they see proof that wastes can be safely disposed of."
(Emphasis added) (See attached article)

If what he is saying is true, valuable precedent has already been set with
regard to the waste issme. I hope you feel that it is time for the Governor's
office to request an injunction,

I want to make one other request, Some time back, certain persons were found
guilty of violating some private property statutes when they circled hands on
the railroad track that was carrying the reactor core to the Burlington site.
I think their actions were justified under the compulsion statute which basic-
ally states that if you are compelled to break a law in order to stop some
more serious act from occurring, then it can be used as a defense. Certainly,
if the law applies to anything, it applies to this nuclear waste issue. I
would aﬁé'that you do whatever you may legally do to pardon all those people
convicted in the peaceful demonstration when the reactor core was transported
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into the Burlington area. Of course, as you may know, some of those convic-
ted have appealed the convictions and it is very possible that they will win
on this compulsion argument. In any event, I think all of us should thank
these people for subjecting themselves to a good deal of harrassment and
expense in order to call attention to this grave situation.

Thank you for giving consideration to my requests. Please let me know what
your decision is going to be regarding the matters mentioned above. I will
remain available to help in any way that I can. Best wishes.

Sincerely,

Attorngy at Law

LWB : cam

cc

P.S./I am sending a copy of this letter to the press in hopes that attention
will be given to this nuclear waste problem. I am enclosing a few

articles and cartoons, a picture being worth a thousand words in some
cases. LWB



Dl 7o mserir S Lee C Good
2856 N Fairmount
Wichita Ks. 67220
Phone 683 2497
March 12 1984

Today, there is much controversy about who should pay
for Wolf Creek. One group that I believe in all justice
should at least pay for the cost over run is the anti nuclear
activists and their leaders.

Barry Commonor, one of their gurus, while sitting in a
prominent newspapar's office a number of years ago explained
their anti nuclear battle plan. He sgid he and others would
sue in the courts and intervene at regulator hearings. They
would do anything possible to delay and delay, thus making
nuclear energy uneconomical. They have succeeded beyond any
thing I could have possibly dreamed of and will cost the industry
billions and billions of dollars that will ultimately cost
the rate payers in some form or other. They have lobbied for
increasing the safety of the plants to the point that the added
complexity actually decreased safety. This is an industry
that was already one of the safest in the world. No lives have
been lost to date from the operation of a nuclear reactor. The
sad result of this is, that these billions and billions of
dollars could not be spent where they could save lives. we
could have spent the money more effectively to improve high
way safety where upwards of 50,000 lives are lost every year,
for cancer research and many other areas where people really
do lose their lives. But no, we had to spend it in mandating
258 changes that required the builders to tear out and change

and modify and modify and delay and delay and 15% or more interest

to compound and compound.
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Qur legislature, in its wisdom, acceded to pressure brought
upon them and passed a law disallowing construction interest
in a utilities rate base, which was good politics and saved a

few pennies in electric rates. But of course this allowed those
interest rates to compound and compound and add dollars to
electric rates later when the "chickens come home to roost™".

But witness the copious crockadile tears when the anti-nukes
show up at rate hearings. I wonder th many of them contribute
to funds to help the needy pay their utility bills.

I am very angry at the ant-nukes and the high electric
rates from nuclear utilities that they have brought about by
their political agitation and by their untruths and half truths.

I don't like to pay high utilitiy bills any more than any one
else, but I differ from many people in one respect, I know who
is primarily responsible for it.

I noticed in monday mornings Wichita Eable & Beacon that the
Senate voted 450 thousand dollars to the KCC to study Wolf Creek.
The article stated that this would cost the taxpayers nothing.
because the good old whipping boy will pay for it. The utilities
also pay the costs for the traveling rate hearings. Of course
this isn't strictly true. The ones who really pay for all these
expenses in the long run are the rate payers. I deploie the
allocation of money for use of the KCC to use for more political
gain by obtaining the approval of the anti nuclear activists
and others who have conspired to crush nuclear power in this country.

The rest of the world seems to be making good use of nuclear
power at about one third the cost and they don't have any better

utility management than we do, But they sure have something better

maybe it is their regulatory climate



I understand that there are about 300 nuclear power planta
producing electricity in 25 countries world wide. Many of these
plants have been built with American technology and even in some
cases by American contractors. Why has all this difference in
cost come about? There is only one thing that is radically
different, the political climate and thus the pressure on regula-
tion brought about by the anti nuclear activists.

Why can't we work together to solve this problem for the
good of Kansas instead of continually‘beating on KG&E. Regardless
of whose fault it is, what is past can not be undone. lets be
fare and get on with it.

I don't own any utility stock and I wouldn't think of owning
any utility stock as lonngmployees and stockholders are at the
mercy of a political majority that seems to revel in their power
to regulate a utility for political gain and at the expense of
the rate payers although most are not aware of this fact.

Thank you very much for the opportunity to express my opions

Tor @ fob

here today



TESTIMONY PRESENTED BEFORE THE
SENATE TRANSPORTATION AND UTILITIES COMMITTEE
ON HB 2927
BY BOB PHILLIPS
KANSAS ELECTRIC COOPERATIVES, INC.
MARCH 14, 1984

Mr. Chairman and Members of the Committee:

My name is Bob Phillips and I am employed by Kansas Electric
Cooperatives, Inc., as General Counsel and Director of Governmental
Affairs. KEC is the statewide association of rural electric coopera-
tives in Kansas. I am appearing before you this morning to represent
the concerns of Sunflower Electric Cooperative and its members with
respect to the proposed legislation you are now considering.

Sunflower Electric Cooperative is a generation and transmission
utility which provides electric power to its eight member-owned
distribution cooperatives in Western Kansas. Sunflower's member
cooperétives are organized and operated under state statutes as non-
profit, consumer-owned, membership corporations.

As we understand it, the intent and purpose of HB 2927 is to
grant the necessary powers to the State Corporation Commission to
effectively deal with the problem of excess capacity. Brian Moline,
General Counsel for the Corporation Commission, provided you with
written testimony yesterday that indicates a gap exists in the
regulatory scheme in Kansas. To quote Mr. Moline, "Although the
Commission would have jurisdiction through the Plant Siting Act to
deny permission for new, impractical or unnecessary construction of
new generation, the Commission's authority to address problems arising
from plant currently in rate base or under construction without going
through the siting process is cloudy." Our concern with HB 2927 is
the effect it may have with respect to plants constructed with

Commission approval, after issuance of a siting permit.
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Planning for the Holcomb generating facility began in 13974 with a
study conducted by an independent consulting firm which considered the
options available to Sunflower to meet its projected loads. When the
Sunflower Board of Trustees firmed the proposal to construct a coal-
fired facility, a unit-sizing study and a power cost study were pre-
pared. The decision to construct a 280 MW coal-fired unit was
finalized in 1978, the same year Congress passed the Power Plant and
Industrial Fuel Use Act which prohibited the use of natural gas for
existing base load electrical generation after December 31, 1989. At
that time all of Sunflower's generation was gas and oil fired.
But Sunflower was not alone in the decision to construct the
plant. On February 21, 1978, Sunflower applied to the State Cor-
poration Commission for a permit to construct the Holcomb generating
station pursuant to the Power Plant Siting Act enacted in 1976 by this
Legislature. The matter of Sunflower's permit was heard in Garden
City, Kansas, with six full days of hearings, creating a transcript of
747 pages and 36 exhibits.
Attached to the testimony you will find a copy of the order
issued to Sunflower in October of 1978 to permit the construction of a
280 MW generating facility. We have highlighted for your information
the provisions in the order which indicated the Commission's findings:
1. The decision to install a new base load facility as opposed
to purchasing power from other sources or participating in
other power plants was reasonable (p.6);

2. The decision to use coal as the energy source was acceptable
(p.6);

3. There was a need for the development of a new power genera-

tion source in the western part of the state to provide a
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reliable power supply to consumers in that area (p.6);
and finally

4, The conclusion that "...there is a need for a new electric

generating facility in the western part of the state, and
that the 280 MW unit proposed in this matter appears reason-
able for the applicant's needs in 1983." (p.7)

Also please note in the final paragraph that the Commission spe-
cifically retained jurisdiction of the subject matter and the parties
for the purpose of entering further orders as they might deem proper.

On August 16, 1983, the Holcomb generating unit was placed in
commercial operation, on schedule and on budget.

In June of 1983, Sunflower applied for permission to increase its
rates on an interim basis, requesting that one-~half of the Holcomb
generating unit be phased into rate base. In that decision the
Commission found that Sunflower had excess capacity at the time.
Nevertheless, at page 9, the Commission ruled and I quote, "This
Commission, REA, and Sunflower and its members must share the respon-
sibility for the decision to build the plant and the failure to
recognize until it was too late that it would not be fully needed
until long after its completion." The Commission recognized in its
order that the only option available, other than deferral, was to
intentionally force Sunflower into a default position. The Commission
rejected this option as irresponsible and a dereliction of its duty
acknowledging there would be dire ramifications for years to come not
only to Sunflower but for the entire State of Kansas.

Throughout the hearings yesterday the witnesses repeatedly
accused and inferred that all excess capacity construction is the

result of utility imprudence and that utility companies and their
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investors should be held solely responsible. The Committee cannot be
forced to accept this presumption. As consumer-owned utilities, we
clearly recognize the concern over the excess capacity issue and its
potential effect on ratepayers, but there are many factors which must
be considered and weighed in an evidenciary type proceeding before
reaching this conclusion. One proponent of the bill testifying
yesterday made a joke referencing the loss of generation due to frozen
coal piles at power plants in Eastern Kansas and elsewhere this past
winter. It is a fact that for several weeks during this time
Sunflower was operating the Holcomb unit at its maximum rated capacity
to supply power to the utilities which lost their generating capabi-
lity.

The fact remains in the case of Sunflower, there was Commission
involvement and approval of construction from the beginning. There
were also third parties who supported Sunflower's construction from
the beginning and curiously enough one of those supporters appeared
before you yesterday and leveled criticism solely on Sunflower. 1In
the plant siting hearing the City of Garden City officially intervened
before the Commission and strongly supported Sunflower's construction
of the Holcomb plant. Later in a hearing on January 23, 1979, before
the Senate Energy and Natural Resources Committee on SB 83, which was
introduced to halt Holcomb construction efforts, Mr. Duane West per-
sonally appeared to support Sunflower. The last page attached to the
testimony is a copy of the minutes from that meeting which recorded
Mr. West as testifying that the plant was "essential" to Western
Kansas power needs.

Additionally, the Commission required that an independent,

nationally reputable management consulting firm review management's
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decision-making process to construct the plant. Theodore Barry and
Associates was employed for this purpose and the Commission specifi-
cally approved the scope of the work. The findings of the management
audit, which were introduced in evidence at the siting hearing,
approved the decision-making process and confirmed the plans to
construct the Holcomb plant.

Sunflower has been able to arrange for a line of credit to
finance the interest costs on the portion of its plant which is not
now included in the rate base. Before additional plant can be. .
included in rate base Sunflower must come before the Commission for
rate approval. This leads us to the specific concerns with respect to
HB 2927. If you will recall, section 4 of the bill provides a two-
prong test:

"In the event the Commission finds that a portion of costs were

incurred due to lack of prudence in plant acquisition, construc-

tion or operation and were incurred to build a facility which in
whole or in part represents excess capacity, the Commission shall
exclude that portion of the carrying or finance charges incurred
after the date of its finding, and no part of the carrying or
finance costs excluded shall ever be or become part of the
reasonable value of public utility property so used or required

to be used." (Lines 146-157)

We are concerned that this provision may be interpreted to
achieve exactly the result the Commission deemed inappropriate in the
Sunflower rate order. It is not appropriate to place the entire bur-
den of responsibility on the utility company for excess capacity
construction and mandate the Commission ordered exclusion of all
carrying or finance costs for capacity not placed in rate base when
the utility in gquestion has been issued a siting permit by the
Commission.

Most certainly this is not acceptable in the case of an electric

cooperative. An electric cooperative cannot shift the carrying and
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finance charges to stockholders rather than ratepayers --- it is
impossible. The ratepayers are the investors, the stockholders. If
the provisions of section 4 are triggered, the result for Sunflower
would be the unwinding of its financial arrangements and default.
Mr. Chairman and Members of the Committee we appreciate the

opportunity to express these concerns for your consideration and

Committee action.
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HOUSE BILL NO. 2927
As Amended by House Committee and
House Committee of the Whole

STATEMENT OF JAMES HAINES

Good morning. 1 am Jim Haines, an attorney for
Kansas Gas and Electric Company. Thank you for this
opportunity to discuss H.B. 2927, as amended.

KG&E is opposed to H.B. 2527. It could be used to
hold utility companies to an impossible standard of perfec-
tion in their planning and operation. Whether or not
imprudence, mismanagement, a lack of reasonable efficiency,
Or unreasonable excess capacity were found, H.B. 2927 would
give the Corporation Commission unlimited discretion to
require a utility to defer rate recognition of the value of
new facilities "over any period of time and in such incre-
ments as it determines to be appropriate" and to permanently
exclude carrying charges on such value. In the short run,
H.B. 2927 appears to have the sole purpose of throwing
another roadblock in front of Wolf Creek. In the long run,
H.B. 2927 jeopardizes the availability of an adequate and
reliable supply of public utility facilities and services in
Kansas.

Some will tell you that H.B. 2927 is necessary so
that the Commission can reduce utility rates when it finds

imprudence, mismanagement, or a lack of reasonable effi-
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ciency. Anyone who has read the Kansas public utility
statutes, however, knows that that isn't so. K.S.A. 66-101
clothes the Commission with "full power, authority and
jurisdiction to supervise and control the public utilities."
K.S.A. 66-107 requires every public utility "to furnish

reasonably efficient and sufficient service . . . and

facilities." (Emphasis added.) K.S.A. 66-110 gives the
Commission full power and authority\to investigate for
"unreasonably inefficient" acts or practices. And K.S.A. 66-
128, the statute which H.B. 2927 would amend, permits a
utility the opportunity to earn a return only on the
"reasonable value" of its utility property.

Certainly, the Commission knows that it presently
has authority to reduce rates for imprudence, mismanagement,
or a lack of reasonable efficiency. 1In Kansas City Power &
Light Company's last rate case, Docket No. 133,002-U, the
Commission reduced KCPL's revenue requirement as a result of
the alleged poor performance of the LaCygne 1 generating
plant. In KG&E's last permanent rate case (Docket No.
134,792-U), the Commission stated that LaCygne 1l's perfor-
mance was "certainly a factor" in the determination of KG&E's
allowed return on equity. Just last week the Commission
concluded a hearing in Docket No. 106,850-U in which its
chief engineer testified that the Kansas owners of the
Jeffrey Energy Center should not be permitted to include in

rates a portion of their December, 1983, fuel costs, since,
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in his judgment, such costs resulted from inefficient
management and operation of the Jeffrey coal inventory and
coal handling equipment.

H.B. 2927 is simply not necessary to authorize the
Commission to reduce rates for imprudence, mismanagement, or
a lack of reasonable efficiency.

Some will tell you that H.B. 2927 is necessary to
give the Commission investigative and information gathering
powers with respect to utility faciiities under construc-
tion. Under K.S.A. 66-101 and 66-110, the Commission
presently possesses and fully exercises broad investigative
and information gathering powers with respect to such
facilities. The Commission began investigating the Wolf
Creek project at least as early as 1977. That investigation
has been continuous and of a formal nature since the spring
of 1980. The owners of Wolf Creek have had to purchase a 14'
by 70' mobile home and equip it with telephones, desks,
chairs, file cabinets, etc. in order to accommodate the
Commission's permanent and special Wolf Creek staffs. The
volume and scope of information which the Commission's Wolf
Creek staff has required KG&E to produce have been vast. We
have been required to produce everything from the minutes of
our board of directors' meetings to the reasons for overtime
work at Wolf Creek.

No - H.B. 2927 is not necessary to give the
Commission investigative and information gathering powers

with respect to utility facilities under construction.



Some will tell you that H.B. 2927 is necessary to
permit the Commission to effectively deal with the rate
implications of excess capacity. 1 concede that, in the
absence of imprudence, mismanagement, or a lack of reasonable
efficiency, the existing law in Kansas is at least ambiguous
concerning the Commission's authority to deal with excess
capacity. But I do not concede that anything more than New
Section 2 of H.B. 2927 is required to resolve that ambi-
guity. And that concession is subjéct to considerable
qualification. Remember that the Commission presently
possesses authority to reduce rates when it finds imprudence,
mismanagement, or a lack of reasonable efficiency. New
legislation, therefore, is not needed to enable the Commis-
sion to deal with excess capacity which results from
imprudence, mismanagement, or a lack of reasonable effi-
ciency. New legislation is, at most, required only to deal
with the situation in which excess capacity occurs despite
prudence, good management, and reasonable efficiency. H.B.
2927 is ill-conceived for that purpose. It is potentially
punitive when it should be decisively constructive; it
potentially engenders opposition between utility investors
and customers when it should foster cooperation.

If you are concerned about the Commission's
authority to deal with the rate implications of excess
capacity, then nothing beyond New Section 2 of H.B. 2927 is

required. And, to make it consistent with existing law, the



standard in that section should be changed to "reasonable
efficiency" and "imprudent acquisition or construction."

Now, let's consider the matter of excess capacity --
not excess capacity which results from imprudence, mismanage-~
ment, or a lack of reasonable efficiency because, as I have
said, the Commission presently has, as it should, the
authority to deal with that -- let's consider the matter of
excess capacity which occurs despite prudence, good manage-
ment, and reasonable efficiency. L&sten to what the Kansas

Supreme Court has repeated about the matter:

"Unquestionably, electric utilities must
plan for the future. To construct gener-
ating plants only when the need arises is,
of course, ridiculous, and to construct it
only for those needs without anticipating
future growth would be even more ridicu-
lous. If such were the case, electric
utilities would always be operating behind
their current load requirements instead of
ahead. Add to this the current problems of
fuel for generation, and we must also
acknowledge the need for innovation and to
encourage a search for alternate methods of
generation . . . recognizing the declining
availability of natural gas."

(Kansas Gas and Electric Co. v. State Corporation Commission,
218 Kan. 670, 677 (1976)).

The Court took that sound reasoning from the Corporation
Commission's Order in Docket No. 99,486-U.
Let me explain what I believe is wrong with H.B.

2927's treatment of excess capacity.



FIRST: The penalty for excess capacity is
not contingent upon a tinding that such excess
resulted from imprudent planning. It takes 10 to
15 years to plan and construct a major generating
facility. H.B. 2927 would authorize the Commis-
sion to prohibit rate recognition of whatever
portion of a new generating facility is not
immediately used or requiréd for use, even though
10 to 15 years earlier, when the decision to build
the facility had to be made, the information
available indicated that the facility would be
necessary and was the most economical alterna-
tive.

H.B. 2927 would condition the opportunity
to earn a fair return on the ability to
accurately predict the future. Nobody can
simultaneously meet that burden and the duty
to serve the public on demand. If you want
the opportunity to earn a fair return to be
conditioned upon the ability to accurately see
10 to 15 years into the future then you should
also eliminate the obligation to provide

service upon demand.



SECOND: H.B. 2927 does not recognize
that it is, for all practical purposes,
impossible to always exactly match electric
generating capacity with the demand for
electric energy. Electric load grows very
gradually. Generating capacity, by contrast,
is usually added in large chunks, from 200 MW
to as much as 1200 MW, with the expected
result that capacity reser;e margins fluctuate
over time. Large power plants offer signifi-
cant economies of scale not only in their
construction but also in their operation. The
cost benefit of these economies of scale
balances the temporary cost of some capacity
in excess of immediate needs.

THIRD: When it is considered that

electric public utility service is indis-
pensible to the welfare of individuals and the
prosperity of commerce and industry, I believe
we should favor a system which, if it errs,
errs on the side of having too much generating
capacity rather than too little.

H.B. 2927 would reward an electric public
utility for having too little capacity and
penalize it for having too much when, in fact,

the prosperity and welfare of a community can



be irreparably damaged by the unavailability
of adequate and reliable electric energy while
the availability of too much is soon negated
by load growth and the economies of scale to
be gained from large generating facilities.
FOURTH: H.B. 2927 does not take into
account the possibility that an electric
public utility faced with excess capacity has
taken prudent measures to ;lleviate such
excess. For examples, when KG&E was planning
Wolf Creek, the Kansas Electric Cooperatives,
through a federal antitrust lawsuit, forced
KG&E and KCPL to permit them to be a 17%
partner in Wolf Creek. From that point in the
early 70's, KG&E's capacity planning was based
upon the cooperatives maintaining that 17%
interest. Subsequent government action,
however, reduced that interest to 6%. KG&E
was forced to back away from a sale of its
interest in Jeffrey 3 as a result of onerous
conditions which the Commission would have
placed on the sale. The owners of the Jeffrey
Energy Center, including KG&E, have indefi-
nitely delayed the constructioﬁ of Jeffrey 4.
Finally, as soon as KG&E recognized that Wolf

Creek would temporarily result in some



capacity above reserve requirements, KCG&E
mounted a vigorous etfort to sell participa-
tion power.

FIFTH: By authorizing the Commission to
prohibit eventual rate recognition of the
carrying charges associated with the value of
excess capacity, H.B. 2927 does not recognize
the future value to customers of having
generating capacity lockedlin at present as
opposed to future costs. A power plant
constructed between 1977 and 1985 will cost
less than a power plant constructed during a
later period. 1If Wolf Creek were not coming
on line in 1985, KG&E would have to bring a
major generating facility on line in the late
80's. With Wolf Creek, such a construction
project will not be necessary and thus KG&E's
cost to provide electric service, perhaps for
the rest of this century, will be based
largely on the embedded costs of the 60s, 70s,
and 80s.

SIXTH: H.B. 2927 would prohibit rate
recognition of the value of excess capacity
but it is silent with respect to whatever cost
benefit such capacity may create for cus-

tomers. For example, it is anticipated that



Wolf Creek will reduce KG&E's fuel expenses by
a minimum of $25 million during its first full
year of operation and by substantially greater
amounts thereafter. Also, during severely
cold weather when gas is curtailed and coal
plants cannot operate at full capacity or at
all, Wolf Creek would reduce or eliminate the
need for expensive purchased power from other
utilities. H.B. 2927 by iés silence on the
matter, would give customers all the potential
benefits of so-called excess capacity without
necessarily requiring customers to eventually
cover the carrying costs of such capacity.
SEVENTH: By essentially defining excess
capacity in terms of "amount," H.B. 2927
ignores the fact that electric utility
generating systems are oftentimes subject to
unique circumstances such that an "amount" of
generating capacity which would be excess in
one system would not be excess in another.
Consider, for example, that KG&E's generating
system contains 1000 megawatts of gas-fired
capacity, 300 megawatts of which is more than
30 years old. In determining the "amount" of
KG&E's generating capacity it is not appropri-
ate to give KG&E's gas-fired units full credit

for their nominal "amount" of ca acity.
p y



Before 1 conclude, 1 ask you to consider two more
items. First, H.B. 2927 will not stop Wolf Creek. It will
make it more expensive by virtue of increasing the risk of
investing in it and the delays which could well result if the
people who are finishing the project must be called away to
participate in the hearings contemplated by H.B. 2927.
Second, if you must pass H.B. 2927, you should add an

additional section to it, as follows:

To the extent that the Commission denies
rate recognition of the value of, or the
total revenue requirement associated with,
the property of any common carrier or
public utility and does not adopt a plan
for the incremental and orderly rate
recognition, within a reasonable period, of
such value or revenue requirement,
including reasonable carrying charges
during the deferral period, the Commission
shall have no jurisdiction over such
property for any purpose and shall set
rates, joint rates, tolls and charges as if
such property did not exist.

If you pass a law such as H.B. 2927 which authorizes the
Commission to permanently deny the opportunity to receive a
return on or a return of funds invested in facilities
intended for use in serving the public within Kansas, then
simple fairness requires you to provide in that same law some
avenue for investors to be made whole without further
interference from the State of Kansas.

Thank you for your patience; I will be happy to

answer questions,





