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MINUTES OF THE _ SENATE  COMMITTEE ON _ TRANSPORTATION AND UTILITIES

The meeting was called to order by Sen. Bill Morris at
Chairperson

9:00  am./purxon March 30 19§§h1Kmnl_zééig_xﬁtheChpﬂd.

All members were present spesptx .

Committee staff present:

Hank Avila, Legislative Research Department
Ben Barrett, Legislative Research Department
Bruce Kinzie, Revisor of Statutes

Louise Cunningham, Committee Secretary

Conferees appearing before the committee:

Hugh J. Taylor, Board of Public Utilities of Kansas City
Kathryn Peters, Counsel, Board of Public Utilities

Louis Stroup, Jr., Kansas Municipal Utilities, Inc.

Rep. Mary Jane Johnson

Jim Hansen, Plant Manager, Owens Corning Fiberglass, K.C.
Jacque Oakes, Chamber of Commerce, K.C.

John Dolan, CertainTeed, K.C.

Norm Sherbert, General Motors, K.C.

Bob Johnson, St. Louls

Art Griggs, Department of Administration

Hearing on H.B. 2863 - Board of public utilities; rate increases.

Hugh J. Taylor, Manager of Rates and Regulations, Board of Public
Utilities of Kansas City, said this bill was initiated by the Board,
who believes it serves the highest public interest and would help
in maintaining the lowest possible rates. The problem in present
law is that if the rate increase is stayed any substantial amount
of time there is no mechanism to recover revenues that have been
lost. A copy of his statement is attached. (Attachment 1).

There were questions about whether the public would have adequate
counsel in rate hearing cases.

Kathryn Peters, counsel for BPU, said it was their experience
that large corporations always had counsel. Those who intervene
always have counsel and are well represented.

Louis Stroup, Jr. - Kansas Municipal Utilities, Inc., distributed
a Residential Class Cost Comparision based on 750 KWH's. A copy
of this chart is attached. (Attachment 2). He said it would be

a mistake to put this Board under KCC jurisdiction.

Rep. Mary Jane Johnson said this bill had passed the House by
a vote of 121-3. The hearing process is adequate and people can
go to public hearings. The Board is elected by the people and they
are very responsible.

Opponents to H.B. 2863.

Jim Hansen, Plant Manager, Owens Corning Fiberglass, Kansas
City, said this bill proposes to eliminate the automatic stay and
review which is now granted to a petitioning party in a rate case.
The petitioning party would be required to obtain a favorable court

ruling for a stay of any rate increase. They would have to demon-
strate great and irreparable harm due to the rate increase. They
have been informed by their counsel that this represents an almost
impassable barrier. He said BPU had announced that they would

begin reserving a cash fund for future construction and generating
capacity. They want a rate increase that would be unlawful if they
were under KCC rules. Mr. Hansen was asked why he did not testify
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in the House and he said he had no reason to believe a bill such
as this would pass the House. A copy of his statement is attached.
{Attachment 3).

Jacque Oakes, Chamber of Commerce, K.C., said she was here today
representing small businesses and the public. This bill would propose
a change in the procedure which is not in the best interest of these
rate payers. The current rate process is working well and there
is no demonstated need for change. They oppose this bill. A copy
of her statement is attached. (Attachment 4).

John Dolan, CertainTeed, K.C., said his company employs 500
people and they oppose this bill. It is anti-consumer legislation.

Norm Sherbert, General Motors, K.C., said this bill would deprive
the ratepayers of the only tool they presently have against unlawful

and unreasonable rate increases. Their arguments have no merit.
There have been no stays required in the six years it has been on
the books. He said they were fearful of this legislation and there

was no reason to change the law.

Bob Johnson, St. Louis, said he has been representing industrial
companies in Missouri for twelve years. He said he was contacted
in 1979 by GM when there was going to be a rate increase and there
was to be no hearing before BPU. Due process 1is deeply ingrained
and GM triggered a lawsuit and there was a hearing. Since 1980 a
hearing has been required. This bill established a new concept of
a stay. He said 1if residential consumers had gotten a notice of
this bill many would be here before this committee. It is a very
important bill for consumers. It is the only thing that lets them
deal effectively with the commission. If the rules are changed now
you get different results. The law is good now. It is a self-regula-
ting utility. If they want & change they should be under KCC where
they could be audited.

The chairman said he had received a call from Rev. Stacey Oller,
K.C. who said he is pastor to a congregation of 450 members and they
are all consumers and are opposed to H.B. 2863 and changes contained
therein. The current law is workable so why fix it and why change
it. He said they would suffer as ratepayers is this is changed.

Discussion on H.B. 2953 - Administrative DUI License Suspsension.

Art Griggs, Department of Administration distributed a short
explanation of requirements for meeting criteria to receive federal
funds in regard to this law.

There was some discussion about the automatic suspension and
whether the feds regulation said it should be done this way. It
would be a suspension without a conviction. The committee was told
this was the way to reduce fatalities. This way there would be no
plea bargaining and no waiting time for conviction.

Sen. Bond made a conceptual motion to introduce a Senate Resolu-
tion to establish a Select Committee on Highway Safety. This commit-
gressional districts and would be selected by the Legislative
Coordinating Council. This committee would point out the needs

Page 2 of 3




CONTINUATION SHEET

MINUTES OF THE __SENATE ___ COMMITTEE ON _TRANSPORTATION AND UTILITIES

rmnn_giélg,&ﬂwhmme,m__gigg__ajnﬁngon March 30

1988

| throughout the state and make sure the critical needs would be
| explained clearly to the people. Motion was seconded by Sen.
Norvell. Motion carried.

A motion was made by Sen. Bond and was properly seconded to

approve the Minutes of March 28, 1988. Motion carried.

A motion was made by Sen. Doyen to adjourn. Meeting was ad-
Jjourned at 10:00 a.m.
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TESTIMONY OF HUGH J. TAYLOR
BEFORE THE SENATE TRANSPORTATION AND UTILITY COMMITTEE
MARCH 30, 1988

Mr. Chairman, Ladies and Gentlemen, I am Hugh J. Taylor, Manager of
Rates and Regulations for the Board of Public Utilities of Kansas City,
Kansas. I am here today to speak in support of House Bill 2863. This bill
has been initiated by the Board, who believes it serves the highest public
interest.

As you know, House Bill 2863 modifies KSA. 13-1228f which has to do
with the implementation of a rate increase for cities of 100,000 or more.
Under present law, a rate increase may be implemented upon approval by the
Board unless a petitionimg party requests a stay in which case the rate
increase is automatically stayed until there is a specific finding by the
district court. ‘The problem with the present law is that, if the rate
increase is stayed any substantial amount of time (1 month or more), there is
no mechanism to recover revenues that have been lost. Conceivably, a stay
could put the Board in violation of its bond covenants in the worst case, oOr
alternately cause the Board to be short of its needed revenues and
consequently need to immediately file for another rate increase. No other
utility in the state has to operate under such a threat.

House Bill 2863 has been written to emulate the rate implementation
procedures used by the Kansas Corporation Commission (KSA. 66-118g), which
provides that the petitioning shall not in itself automatically stay the
increase, but the court may suspend or stay the increase during the pendency
of review. Furthermore, the proposed statute provides that, if the increase
were found by the court to be unreasonable, the Board would be reguired to
refund any overcharges togetﬂer with interest.

In conclusion, the Board urges your support and favorable action on this
House Bill. We believe the proposed legislation to be parallel with the
Board's objective of maintaining the lowest possible rates consistent with

sound business practice and consistent with industry practice in this regard.
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REVENUE REQUIREMENTS
DETERMINED BY STAFF

l

RATES DESIGNED BY STAFF

l

BOARD EMPLOYS INDEPENDENT CONSULTING
FIRM TO REVIEW REVENUE REQUIREMENTS AND RATES

l

CONSULTANT REPORTS TO BOARD ON MERIT,
JUSTIFICATION AND EQUITY OF RATE CHANGE

l

BOARD AUTHORIZES HEARING
ON RATE INCREASE

l

BOARD HIRES INDEPENDENT HEARING OFFICER

l

PUBLIC NOTICE
PUBLISHED ON 3 SUCCESSIVE DAYS IN PAPER
OF GENERAL CIRCULATION GIVING
— DATE, TIME AND PLACE OF HEARING
— LEVEL OF RATE INCREASE

|

RATE HEARING PROCESS PROVIDES FOR
INTERVENTION BY CUSTOMERS

l

BOARD HOLDS HEARING ON
REASONABLENESS OF RATES

l

BOARD MAKES DECISION ON RATES

NO — BACK TO GROUND ZERO

YES — IF NO OBJECTIONS RATES
IMPLEMENTED

— IF OBJECTION — INTERVENORS
PETITION DISTRICT COURT FOR REVIEW

l———— PRESENT —

IF REQUESTED BY INTERVENORS
DISTRICT COURT STAYS RATE INCREASE




JNICIPAL SYSTEMS (Summer)
Residential Class Cost Comparision Based on 750 KWHs
Fuel adjustment for July 1987
Compiled by the Kansas Municipal Energy Agency

MUNICIPAL AVERAGE COST 10U/CO0P
McPherson BPU $36.88
$40.23------=-----=7--c Empire District
Iola $43.15
Kansas City BPU $45.07
Wamego $47.53
Augusta $47.65
Sterling $48.03
Erie $49.05
Osage City $49.13
$50.71=~=---=--mmmmmm oo Midwest North Div.
$52.37--=-----==-=mmom = KPL Gas Service
$52.50-=-----===-=mmooss Doniphan REC
Ashland $53.50
Colby $53.60
Larned $53.93
Chanute $54.00
Holton $54.50
Burlington $54.54
$55.11~------="=-------~ Midwest South Div.
Hoisington $56.24
Belleville $56.46
Baldwin City $56.80
Stockton $57.21
Clay Center $57.52
Herington $58.50
St. Francis $58.60
Mulvane $59.72
Osawatomie $60.03
$60.37------====-=-=-""" Centel
Hugoton $60.35
Osborne $60.40
Garnett $60.48
Norton $60.80
Lindsborg $61.25
Pratt $63.54
Neodesha $64.45
Winfield $65.30
Ellinwood $66.03
Meade $66.63
Washington $67.16
Greensburg $67.56
$67 . 48-=~=--==-=m===-m=-s KGE
$67.77~==-=-=---====--o=- KCPL
Ottawa $68.00
Wellington $68.71
Fredonia $69.60
$70.28----~-=---=-=-----= Jewel-Mitchell REC
Oberlin $73.13
LaCrosse $74.00
$75.08=---==--=m-======~ Twin Valley REC ~ ATT- 2
$76.97---=-----=-=-=---- Pioneer REC T&U
$78.33~=---mmmmmmmmmm o Sumner-Cowley REC 3/30/88
Girard $87.58
Sharon Springs $88.66
$98.66-----=---=-=-=---- Great Plains REC
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KCC governed utilities. C e

in i%87 the BPU of Kansas City announced that beginning
in 198% they would begin reserving a cash fund for future
construction of new power generating capacity. They would
reserve three million dollars annually with no cap on either
the time or the dollar amount. To date, the BFU has not
established justification for a new power station. Under
Kaznsas Corporation Commission procedures howaver the rational
of an ezpansion decision would be uncoupled from a proposed
rate inorease. The laws of this state would not allow them
to build a war chest for a power plant that may never be
needad if they were under the authority of the KCC.

The purpose of this bill is to facilitate a rate
increase in 1%3% that would be unlawful under KECC rules.
As poor as this bill appears, ] would support it if amanded
=0 that the Board of Fublic Utilities of Kansas City, Hansas
he placed under the authority of the Kansas Corporation
Commission and that they be subject to all applicable kKansas
statutes in that regard.
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t KANSAS CITY KANSAS AREA
CHAMBER OF COMMERCE
727 Minnesota Avenue
Kansas City, Kansas

March 30, 1988

Senate Committee Transportation and Utilities
Re: HB 2863 - Change in the procedure for establishing user
rates by a municipal utility

Thank you for the opportunity to appear before you today.
I am Jacque Oakes. I am representing the Kansas City
Kansas Area Chamber of Commerce, an organization that re-
presents in excess of 1,000 business and professional or-
ganizations, 90% of which are small businesses.

I am here today expressing concern oOn behalf of these busi-
nesses and Mrs. and Mrs. John Q. Public. Bill 2863 proposes
a change in the procedure for establishing user rates by a
municipal utility. We believe this proposal is not in their
best interest as it all but eliminates any reasonable re-
course for small business people and the public at large in
a rate increase process.

We in Kansas City, Kansas, have a well managed utility in
the Board of Public Utilities. The current law regulating
rate increases has not proven to be damaging to its manage-
ment, and the utility has a very good fiscal status

The current rate increase process works well for both the.
utility and its customers. However, it is hard to predict
what might happen in the next several years to change the
makeup of the Board or its management team. The changes
proposed in this bill have too much potential for abuse by
a less dedicated Board or a less skilled management team.

There has been no demonstrated need for change. Therefore,
we believe this legislation is i11 advised, and should be
rejected.

Thank you for your time.
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