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The mesting was called to order by Chairperson Alicia Salisbury at 8:00 a.m. on February 7, 1995 in Room

MINUTES OF THE SENATE COMMITTEE ON COMMERCE.

123-S of the Capitol.

Members present:  Senators Salisbury, Burke, Downey, Gooch, Harris, Hensley. Kerr, Petty, Ranson,
Reynolds, Steffes and Vidricksen.

Commitiee staff present: Lynne Holt. Legislative Research Department
Jerrv Donaldson, Legislative Research Department
Bob Nugent, Revisor of Statutes
Betty Bomar, Commitiee Secretary

Conferees appeanng before the committee:
Susan Seltsam, Chairperson, Kansas Corporation Commission

Others attending: See attached fist

Susan Seltsam, Chair, Kansas Corporation Commission, presented a progress report on the
telecommunications study required of the Commission pursuant to Senate Concurrent Resolution 1627.

The Commission divided its investigation into competition within the telecommunications industry
into two parts: Phase | addresses general and policy-related questions; Phase Il explores issues of
implementation of policy decisions made as a result of Phase [ findings. There was consensus that it is in the
public interest to allow competitive entry in all segments of the telecommunications industry, including the
local exchange market, provided that appropriate mechanisms and procedures are instituted to encourage and
allow the development of effective competition and ensure and promote reasonable rates, efficient and
sufTicient services and universal services. [t has become quite apparent to the Commission that the traditional
methods of subsidizing low residential telephone rates are disappearing as competition in telecommunications
erodes profit margins and limits the ability of competitors to charge prices that do not accurately reflect costs.
Traditional methods of pricing are in the past. Don Low, staff of Kansas Corporation Commission advised
the Committee that the proposed Federal legislation to deregulate the telecommunications industry appears to
provide the state commissions with greater flexibility rather than last years legislation which delegated
regulation to the Federal Communications Commission. See attachment | and Executive Summary,
aftacihment 2

Lymme Holt, Legislative Research Department, submitted the Report of the Blue Highway Committee
on Urban Revitalization. Ms. Holt related the Committee heard from officials in seven cities throughout the
State. The Committee identified seven areas of concem and made suggestions for addressing the concerns.
The Committee forther recommends the introduction of five bills. See attachment 3

Representative Phill Kline, Chairperson of the Blue Highway Committee on Urban Revitalization
appeared m support of the Commiittees’ legislative recommendations. He advised that the recommendations
were heing drafted and introduced in the House of Representatives. In response to questions, he advised that
the Committee had no recommendations relating to the “takings™ issue, however, the report notes it presents
some concern with respect to aifies” iability.

Senator Vidricksen, a member of the Blue Highway Committee conveyed his endorsement of the
Committee and the work that it accomplished.

Senator Gooch, in response to a question from Senator Steffes as to breakdown of urban and rural,
stated that rural had been identified by Federal regulations, but urban had not been defined.

Upon motion of Semator Steffes. seconded bv Semator Vidricksen. the Minutes of the February 6. 1995




CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON COMMERCE, Room 123-5 Statehouse, at 8:00 a.m.
oa Febveary 7, 1995.

mesting were adopted.

Upon motion by Senator Harris. seconded by Senator Kerr. the following bills to amend the Workers
Compensation Act were mnanimously recommended for introduction: SRS. 111, SRS 112, SRS 113, SRS

133. SRS 134 and SRS 922

The meeting adjourned at 5:00 am.
The next meeting is scheduled for Wednesday, Febmuary B, 1995.
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Text of legislative testitnony for
Kansas Cotpotation Commission Chalr Susan Seltsam
It the Senate Cotierce Comitiittee
regarding telecommundcations competition
and utidvetsal service

[ am pleased to ptesent a progress teport on the telecommunications study the
Katwsas legislature ditected the Kahsas Corpotation Cominission to undettake
it Senate Concuttent Resolution 1627,

[ would like tmy testimony to bting an undetstandable summary to the weighty
volutme the Commission tecently presented to the chalts of the House and
Senate comimnittees,

Most policy issues before the Commission directly affect all Kansans, and
involve highly complex legal, economic, accounting, and regulatory matters.
Many of those mattets ate open to diffetent interpretations by different parties,
and it falls to the Commission to resolve such differenices in a manner that
protects the interests of all the parties,

Telecommunications policies may exceed the complexity of typlcal issues
because of:

o dramatically and rapidly changing technologies;

* the size and Influence of traditional providers;

* the size and aggressiveness of alternate providers;

* the increasingly indispensable role of telecommunications in our lives;
and,

* Federal legal and judicial orders.

The Commission's responsibility, within the context of all this complexity, is to
balance the needs of Kansas consumers with the needs of current and potential
providers of telecommunications services.

To fulfill that responsibility, and to meet the charge presented to the
Commission by SCR 1627, the Commission undertook a series of docket
hearings that began in early 1994, and will conclude in late 1995. As with all
issues before the Commission, the Commissioners and their staff have made
every effort to solicit ideas, opinions, and positions from the broadest range of
interested parties, so the resulting orders will reflect the best possible decision
for all Kansans. The report I presented to your chair details the range of those
interests.

KCC Chair Susan Seltsam/Senate telecommuncation testimony /page 1 =t
, 7,/993
me R

Cdedmedd /-



The Cominission Hrst examined the regulation of long-distance services, as
reflected 11t the Arst section of the Executive Summaty, relating to what we call
inter-LATA Interexchange cattlers and resellers. Most hutnans refer to those
anitals as AT&T, Sprint, and MCI, among othets. We found that, contrary to
contventonal wisdom, the long distance matket is not fully competitive. So,
while we putstied the conventonal wisdom coutse of detegulation and
commpetition by streamlining our reporting requitetments, the Comtnission
maintained its tight to review tatiffs -- the agreements telecommunications
companies have with the people of Kansas, which the KCC maintains and
monitors -~ in order to protect Kansas consumers,

Long distance, however, 1s a telatively minot aspect of telecommunications
when it comes to reasons the Legislature and the Comnission are exploting the
isstte. When most people think of telephotes, they thitk of a dial tone -- a
gateway to their friends and community, and a necessary tool in case of an
etnergency. The best way to insure that everyone has access to at least some
level of telephone service was the subject of the Commmission's investigation into
universal telecommunications setvice, Kansas' telecommunications
infrastructure, and quality of service standards. The parties who responded to
the Cominission's request for testimony suggested a broad range of setvices that
should be available to all Kansans, and a variety of methods of financing the
guarantee of those services.

Under traditional regulatory plans, the Commission used its authority to
regulate tmonopolies to support basic residential service through such methods
as higher-than-cost rates for businesses and for such exotic, non-essential
services as call walting, call forwarding, and caller ID. Those of you with
teenagers at home may not consider any of those services non-essential, but
traditionally those services carried higher profit margins, and the difference
paid for lower-than-cost rates for basic residential service.

However, traditional methods of subsidizing low residential telephone rates --
particularly in rural Kansas -- are disappearing as competition in
telecommunications erodes profit margins and limits the ability of competitors
to charge prices that do not accurately reflect costs.

As non-traditional providers of telecommunications services -- such as cable and
direct-broadcast satellite television companies, cellular phone companies, new
and existing smaller competitors that can exploit technologies that are rapidly
dropping in price, even your electric company -- enter the business, they
naturally look for the highest profit-margin areas of service, because that's
where they can be most competitive, and get the most business. I'm sure you are
familiar with the term cherry-picking -- taking the most lucrative business
aspects of a market, and leaving your competitors with less desirable features.
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This 1s & nottnal patt of doitg business . . . except fot tegulated motopolies,
which our soclety has decided have an obligation to serve the reople of Katsas.
Fot a tottopoly providet of telephone service, who traditionally subsidizes low
residental tates with mote expensive services, losing the more expensive
services teans there is less money - of to Motey - to suppott basic telephone
services.

That scenatio 1s why the Legislature and the Cominission launched a general
investigation ifito cotipetition within the telecommunications industry in
Kansas. The Cotnmission divided the investigation into two patts: Phase I will
address general and policy-related questions, while Phase 11 will explore issues
of implemettation of the policy decisions made as a result of our Phase |
Andings. The Cotnnission is in the midst of completing Phase 1, with a final
public meeting on the issue tentatively scheduled for Febtuary 8, 1995, before the
Cominission will issue an order regarding Phase [l. The Executive Sumimary
contains the explicit details of the Phase I testimony in the body of the repott, so
[ will briefly cover them here before making myself available to answer your
questions:

Thete Is now general agreement among most parties to the hearings that
competitive entry inito all aspects of the telecommunications itidustry is in the
best interests of Kansas consumers. Competition requitres that, to the extent
possible, the prices for services accurately reflect their actual costs. Therefore,
the desire for competition challenges a more important goal: the guarantee of
universal access to affordable, basic local telephone service,

Such basic service probably includes a dial tone, connection to the consumer's
long distance company of choice, listing in the white pages, and 911 service, to
name a few of the options discussed in our hearings.

There will always be some geographic or business areas of the market that will
not attract competition. Given the dramatic changes in technology and Federal
rules, it is not entirely clear what those areas will be . . . and that situation is
likely to prevail for the future. The Commission's role in these circumstances
will be to balance the needs of consumers and businesses as it always has.
However, during the transition to competition, and in areas where some, or
less-than-perfect, competition exists, the Commission must carefully consider
its role and the funding mechanisms to guarantee affordable local service.
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The Cottitiission recoghizes that, under conditions of technological change and
greater competition, we can more effectively discipline competitive market
forces br cottpetitive pressute I concert with sothe regulatory oversight, than
by regulation alone. These demands call for alternate regulatory plans, which
the Cominission and its staff will more thoroughly analyze i Phase 11 of the
investigation. Meanwhile, participants it the competition docket proposed a
vatiety of methods to classify levels of competitiveness in markets, and to
identify existing bartiers to effective competition.

Parties to the hearing identified at least 15 barriets to entty into
telecommunications tharkets, among them: number pottability, or the ability to
use your existing phone tiumber if you change cattiers; interconnection issues,
such as the ability to conveniently call both locally and lotig distance, even
though you tay be calling people serviced by another catrier; and, the use of
rights of way and easetnents by competitors. The Commission believes industry
task forces should -~ and can -- resolve many of these Issues by reporting theit
findings to the Cottimission duting Phase II hearings.

The Commission will then be able to address, through regulation ot ptoposed
legislation, the needs of Kansas and any further measures that aim to
complement the goals of universal service and the consumer benefits of
enhanced competition.

Mr./Madame Chair and members of the committee, thank you for the
opportunity to share our progress in the investigation of competition in the
Kansas telecommunications industry. The other Commissioners and 1, and the
staff of the Kansas Corporation Commission, look forward to completing our
study, and using the findings to expand the range of services available to
Kansans throughout the state,
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Repott to the Kansas Leglslatute
by the Kangay C otpotition Cotitiysion
Regarding the State of Telecommunications Competton
and Universal Setvice

Juruary 30, 1995

EXECUTIVE SUMMARY

The Katyay Corporation Comimission has furished to the Chair of esch committee desighuted by Senate Concurrent
Resoluton 1627 a tull copy of this Report, Additonal coples of that full report are aviilable on request, The
struetute ol the Report provides information In increasing levels of detatl, This Summary iy the first level, then
there are general and more detudled levels it the Report, along with attschiments,

General Investigation Into  Revised Rules and  Regulotions Governing InterLATA
Interexchunge Carrlers and Resellers (Docket 187,168.-U)

The Comrission, it an Order dated March 21, 1994, modified Ity regulatory practices regatding intestate long
distance companies, Certification, annual teporting, atd tart requirements were simplified. Howevet, tatiifs are tot
(nsulated from review. Geogtaphically dedaveraged rates continue to be prohibited by the Commission. Promotons
may not be offered for only one customer. The Commission did not find that the long distance market in Kansas is
fully competitive, The Cotimission expressed concern about the recent trend of the major IXCs to Increase rates 1h
lockstep,

General Investigation Into Competition Within the Telecommunications Industry in Kansas
(Docket 190,492.1))

I Phage L. Partles to this proceeding included large and small long distance companies, large and small local
telephone companies, consumer groups, Cable TV companies, new competliors, and, Commission Stuff,
Certaln issue areas were addressed by the submission of written comments, and others were addressed by
written testimony. The Commission split the proceeding into two phases, with Phase 1 addressing more
general and policy-related questions. Phase 11 will address implementation considerations subsequent to
Commission findings in Phase 1. Phase | hearings were held from November 28 to December 5, 1994, for the
Commission to receive testimony regarding the following issues in Competition in Telecommunications.
There were varying positions among parties, Some of the significant points were:

A. Public interest considerations for increased competitive emtry. There was some consensus
that the Commission find that it is in the public interest to allow competitive entry in all segments of the
telecommunications industry, including the local exchange martket, provided that appropriate mechanisms
and procedures are instituted to encourage and allow the development of effective competition, and ensure
and promote reasonable rates, efficient and sufficient services and universal service. In order o allow lime
to address the goal of universal service, the Commission should only authorize increased competition for
switched local services in Southwestern Bell Telephone Company (SWBT) territory prior to February 1,
1997, if; 1) an application (o provide such service is found to be consistent with the public interest,
taking into account the then current status of new universal service mechanisms; and, 2) the applicant is
found to possess the necessary technical, financial and managerial resources. Because in service territories
of other local exchange companies (LECs) the potential for effective competition is not as apparent and
universal service issues may be more difficult 1o address, the Commission should not necessarily authorize
competition that soon for those territories.

An alternate position to assure the continuation of universal service and carrier of last resort obligations was
that another mechanism must be in place of the current supports 1o local residential rates, prigr o

authorization of further competition in local markets. 7/'_1%% 7 / ?t? 3
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One overtll view expressed wos that universal avadlability of affordable local sekvice s the necessiry
foutdation upon which all wlecommunications regulation must be built.

Kffect of competition on unlversul service. Thete was significant beliel that the Commission
should Hnd that univetsal service contitues o be o fundamental policy goal, To make o network availuble
o wll custotmers, local exchange tte levels have been supported by revenues and practices such as
ritetking tules, interstate and (ntrastate docess charges, geographically averaged twll rates, Yellow Pages
rovenues, and explicit supports lke the Universal Service Fund and “Link-Up" programs, Most parties
dgree mulntaining the present support system s not d sustaitable option for supporting universal service
goals In A competitive environment.  New universal service mechanisms are needed that will be
cothpetitively neutral atd cotpatible with local exchatige competition, However, the Comittiission should
also prevent erosiott of the network subscribetship and reasonable prees during the tansition to
cotipetition,

SWBT belleves that universal service support must be addressed In advance of allowing competition.
SWBT estimates its universal service obligation, not recovered in local rates, to be approximately S128
million.

. dmplications of competition and technology for rate and tarllt structure,  Some agreetent

existy that the Commission should find that in order to encourage competition, prices for
telecommunications services need lo reflect the cost of services, to the extent reasonable. Phase 1 of this
docket should therefore include a review and analysis of the cost and pricing of telecommunications setvices
for putposes of possible rate restructuring (“rebalancing™).  Any rate restructuring would also reflect
possible new mechanisms for cost recovery to promote continuation of universal service,

SWBT set forth a framework to recover universal service support and sused signiflcant changes o
residential rates should not be contemplated at this tme, SWHT's framework included the pricing
flexibility for a LEC 1o geographically deaverage toll and access rates, restructure inttalocal support flows,
bulk bill its competitors for accelerated capital recovery for LECs who are carriers of last resort, Also
explicit support may be required for interservice support. SWBT suggests competitors could recover the
funding amount from a customer surcharge to its customers,

Effect of competition on regulatory focus, Under conditions of technological change and greater
competition, market forces can be disciplined more effectively by competitive pressures in concert with
some regulatory oversight, than by government control and regulation alone. Specifically, during transition
from monopolistic to competitive conditions, care must be taken to minimize any uneconomic markel
distortions caused by government regulation, and maximize the potential benelils [rom increasing
competition, There can be less emphasis on traditional rate base/tate of return regulation, and greater
emphasis on the economics of the industry, including incremental costs and prices. The need 1o consider
engineering and economic matters will increase, at least through what could be an extended transition
period. For example, engineering or technical matters will include interconnection. Economic matters will
include determinations about what constitutes relevant markets and effective competition therein, conducting
appropriate long run incremental cost of service studies for use in pricing, and ongoing monitoring of
concentration in various markets,

The Comumission should find that alternative regulatory plans may be desirable in an increasingly
competitive environment. SWBT indicates that historic rate base/rate of return regulatory policy is no
longer appropriate because telecommunications markets are no longer a stable environment. The
Commission should implement a permanent change to price regulation for SWBT; price regulation is
appropriate for non-competitive services in the [Kansas telecommunications markets.

Effect of competition on obligation to serve and investments. Staff recommended, until
such time as effective competition has developed, the Commission should have a rule against abandoning a
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custoter ot terHtory, thersby leaving no other providet o offer service W customers, Sl recom mhended
the Commission should not allow reverue tepluceiont for meumbetit LECy IF they lose business to
competitors, or equivilently, the Commission should not guatantes recovery of Itvestment sttanded by
competition, Another position on the |ssue was that authotization of comipetition for turl local exchange
service, IF grutted, must be subject to o mechanism providing the existing compaty continued oppottunity
for recovety atd returt on (nvestimetts made i1 rellaice on present policy,

The strocture and sustainability of competition in telecommunlcations murkets. There
s agreemtent that soime level of altertate telecommunications service provision will vecur ih Kansts, Some
parties argue that the emergence of powetful competitor and matket forces have swept away the "natural
monopoly” of local exchange service, Signiticant differences saist however regarding the depth, pace of
development, and impuact on ptices of such cotpetition. Fot exatiple, It is not at all clear that competition
I5 or would be sustainable in the rural areas of Kansas, As another exatiple, it is agreed that Personal
Cotmunications Serviee (PCS) spectrum Iy being auctioned by the FCC and will attract substantial bids
from lurge players, However, thete is not agresment regarding the conseduences of this. Systems will take
thte to build out, and there are still some technological issues (o be addressed. Pricing and “ sy market”
appeal will ot firm up until those matters are closer to resolution,  Cellular telephone service does exist
today, dand is popular, Clven cutrent prices and quality however, its use appears o reinforce and
cotplement the landline telephone network, rather than directly compete with it.  There are indications of
intent and ability for cable TV systems to be converted to allow telecommunications use. The depth of
stbscriber willingtiess o switch from the local telephone company to the CATV company for telephone
service is not clear at this tme, Competitive Access Providers (CAPs) exist in Wichita (Multimedia
Hyperion) and Kansas Clty (Kansas City Fiber), Also, Metropolitan Fiber Syswems huy an application
pending to serve the Kansas City area, CAPs genetally provide high capacity dedicated lines to large
etitities such as intereachange carriers. Many CAPs are affiliated in some way with CATV companies, and
have indicated interest in providing switched telecommunications setvices, Electte companies generally
hive substantial internal communications networks, and a “wire" o most customer premises, Accordingly,
some electric companies around the countty and in Kansas have some level of interest in the
telecommunications business. The conditions and timing of their entry appears the least clear of the
potential entrants, Overall, there s no effective competition in the local exchange today.

There ate strongly held differences as to whether or not “potential” competition equates (o effective
competition, The issue is whether the potential for competitive entry alone can discipline incumbent
behavior and ensure reasonable prices.

. Evaluating the level of competition for each service, corresponding regulatory
classifications to be used, and appropriate regulatory requirements for each such
classification, Several proposed classification methods were identified in the hearing, They are:

MNon-Competitive/Potentially Competitive/Competitive

Essential/Potentially Competitive/Competitive

Non-Competitive/Competitive

Discretionary Services/Non-Discretionary Services, with Non-Discretionary Services further subdivided
between Competitive/Non-Competitive,

& Ll 3 —

Other recommendations include:

The Commission should maintain its ability to review LEC costs to determine if rates are just and
reasonable.

Regulation of SWBT should be commensurate with its degree of market power. The Commission should
audit any incumbent LEC seeking price regulation and adjust current rate levels downward if necessary o
ensure that the starting point of the price regulation plan does not build-in excessive profits. The
Commission should weight the relative merits of pure price caps versus price caps with sharing ol excess
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ctttiigy, The Cottmission should adopt o productivity fitctor that teflects the full sxpected level of average
il LEC productivity gaits under price regulation, Ratepayers should receive the tull benetits of
sitvings dasociute with iereased productivity,

"Diseretiondry services” should be regulated by murket forces to the maximum extent possible,  Local
switchet! residential and business service Is ot cuttently competitive; for any other service the service will
be deethed competitive it certih geogruphic arens upon o showing by a provider that there ure one or more
altertate suppliers offering an effective substitute, considering its features atd prices, in those areas,  Price
regulation with price caps elitinates diy hcettive o ctoss subsidize or W price below Incremental costs of
sorvice, The rate should be capped and subject o ah adjustment/index fuctor change. The price plan should
alsw inelude pricing Healbility o snable LECs o mest specitic targeted sub-markets selected by competitors
who do not have statewide service obligations,  Price regulation should not include any shating functions
ot o periodic te-evaluations of mtes or the price regulation fortula based on eattings,

Specifie Priciag or Tarit Practices, including mdividual Case Basis (ICB). Some atgued that 1CB
pricing could produce efficiencies that would benefit all customets, A reduced rate tay keep some
custormers on the syster, making dat least 4 partial conttibution to common costs, Others recotimended that
the Commission tot allow 1CB pricing for LECs at this tine, sitce no LEC has beett showh to be other
than o dominant cartier, and no markets have yet been determined to be competitive, 1F1CB s used by a
dominant frm, such price diserimination is harmiul, because It leads w arbitrary price differences nol bused
oH costs, and it can forestall possibly efficient entry.

Existence of barriers to entry and exit. There has been extensive discussion regarding bartiers to
effective competition perceived by potential providets of telecommunications services, At least fifteen
battiers to entry have been identified in the general areas of:  Interconnection of Competing Networks,
Telephone Numbering Resources and Portability, Pricing and Compensation issues, Policy issues, and
Market Power issues. Although not all parties agree, there 1s substantial belief that these bartiers must be
adtdressed 1f effective competition is to be promoted in Kansas, 1t was recommended that these batriers be
addressed in Phase [1, and that industry Task Forces be utilized o the greatest extent possible in resulving
barrier 1ssues,

Phase 11, The Commission will explore implementation issues such as: service pricing, universal service
support mechanisms, and potenual rate rebalancing; costing and cost study policy; network interconnection
matters (including tariffs, standards and procedures); resolutions regarding barriers; and changes to local resale and
sharing restrictions.

General Investigation Into Universal Service, Telecommunications Infrastructure, and Quality
of Service Standards (Docket 191,206-U)

The 1994 Telecommunications Infrastructure Study compiled by Staff with the assistance of the industry shows:

Kansas has a very high penetration level for local telephone service, More than 96% of residences and businesses in
Kansas have local telephone service. This ranks among the best in the United States. The state is 96% served by
digital or electronic central offices (on an access line basis). 99% of customers are served with one party service,
100% are served with “Touch Tone” service, with 86% actually subscribing.  The rural nature of Kansas is shown
by the fact that 53% of the wire centers in the state serve 5% of the state’s total access lines. From the other
direction, 7% of the wire centers (the metropolitan ones) serve 49% of the state's subscribers.
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Within the Hled commetits of putties, there wis varying discussiot of the getudl definition of Busie Service, with
coitipotetts identitled by the purties collectively (but not necesaurly individuslly) as follows:

A, Lol Dial Tone (volce grade), stigle party, digially served
B, Standurd white pages Ustitg

C. Stundire [ntercept service

D, Accesy /Avillability of or IHelusion of:

Local Calliig or Usage (imited or otherwise)

9.1-1, upertot, ditectory assistance, and relay services (for the speech and hearing impudred)
Tote Signalling (“TouchTote™)

Actuss setvices/Access to d chosen long distunice catrer

Bl B2 —

E.  Other similar elements or capubllities suggested include:

Extended Ated Service (grandtathered)

Provision of 4 directory

900 services blocking available

Transmission quality to suppott low speed dats (9600 baud)

Repudr service

Capabilities including: equal access (o long distance providets and digleal Interconnectivity

S B —

There wete o varlety of comments regarding the definition of universal service and universal service objectives, and
regarding whal, if any, policies regarding modernization of facilities and services may be appropriate,

The need for quality of service standards may by proportional to the degree of deregulation of lelephone companiles.
Experience In the fourteen sttes served by US West seems to Indicate that service quality problems and response
tirmes seet (o Incrense as cotmpanies undertake cost cutting measures that are encouraged in part by regulatory review
of prices but not profits.
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BLuk HIGHWAY CoMMITIEE ON
~URBAN REVITALIZATION

Buckground

From Decettiber 19-22, 1994, the Blue Highway Committee ot Utbu Revitalization heard
presetitutiots froth vatlous elty and county officlals and tepresentatives from local chatbers of cotttterce
utid other onprotit organizations and nelghbothood otgitizatiots ih the following cltles: Gurden City,
Doldgc City, Hutchltwon, Wichita, Topeka, Leavenworth, and Katmas City, Katisus, Areds of concett
Ineluded:

1, housttg avallability and atfordabllity, code etiforcement, housing retabilitation
needs, responsiveness of state-adminlstered housing programs, and Incentives for
housing development;

| utifunded state and federal mandates for localities;

3, the effectiveness of  state-administered Itcentives In fostering  economic
developient In utban areas;

4, mechanistms for improving the environment (particularly groundwater) and other
public works Infrastructure;

5, treatrent of Juvenile offenders and other public sufety lssues, including the capacity
of the KBI lab to furnish up-to-date information to localities and the avallability of
eritne prevention setvices;

6. developing capacity for neighborhood revitalization; and

T the disposition of vacant and abandoned propetty in urban areas,

Each of these areas of concern will be addressed briefly in Part 1, with suggestions provided
by conferees and the designation of the contmittee or committees deemed tmost appropriate for considering
those suggestions further. The Blue Highway Committee made specific recommendations based on input
received from conferees in the seven cities, These recommendations are outlined in Part 11,

PART 1

Urban revitalization is a difficult subject matter because many of the problems that require
attention are interrelated. Presentations to the Committee continuously underscored the interconnected
nature of conferees’ concerns, and various community strategies to address urban degradation reflected an
understanding of that interconnection. Perhaps, the Director of Development from Kansas City, Kansas
captured this understanding best in his observations about the distressed areas that were identified within
the proposed federal Empowerment Zone in the Bi-State Empowerment Zone Strategic Plan:

The problem was not so much a lack of jobs, but that individuals were not prepared for the
jobs that did exist and that they had a difficult time accessing the job market. ‘Special



uttetitiot wis glven to the eatrettie tisk which maty people fuce. Many people 11 this
situution, young and old, see little hope and are not cotyineed thit the vestitient of telr
tiitie uticl resoutces I job tralting and job searching will lead to gquality etiploythent,

While the first problet Is reluted to people the second Is related to place. Evet If the people
I these distressed atews were able to obtaln quality Jobs what would keep them I the et
ety Nelghbothoods, the bullding blocks of the community, fuce o myriad of problems
from ctime and drugs to abandotied propetty, to lick of retall services, A critical probletm
s that there Iv lttle setse of community and nelghbothoods feel lsolated; lsolated from
govettittient services, Jobs, soclul services, infortmation, and the rest of the mettopolitan area
in peteral, '

The third problett s the lack of an Integrated approuch to soclal service delivery, Current
systetns tend to deal with individual problets, but tmost familles deal with o nuber of
different, but interteluted problets. They need job tralning and child care, they thay have
ittt aleoholle spouse, atd have a child in trouble at school, Bach problem atfects the othets
ated 1t Is difficult to deal effectively with each problem In lsolution,

The Intertelated nature of probletis Is not only characteristic of familles, but comunities,
dy well. Otte factor that tes matty of these problems together Is poverty, Lack of gquality
ettiploytent means lack of come, Lack of eatned Income theans a lack of resources for
houslng ot basic tecessities, such an food, 1t also means o lack of self respect and tutning
to other meats for galning both toney und self-respect, ctime and gangs. With a lack of
resoutces properties becote abandoned, houses are not tepalred, and retall services leave.

In each of the seven communities, the Committee heard about concerts, local needs, and
strategles that addressed some, if ot most, of the lssues identified i the above remarks, Larger cities, such
as Wichita and Kansas City, Kansas had developed integrated plans to assist in resolving many of the
problets associated with blighted neighborhoods, Smualler cities, such as Garden City and Dodge City, had
less capacity to approach these problems in a systemic manner. OFf course, the problems in those citles
appeared to be of smaller magnitude, as well, especially when compated to Wichita and Kansas City,
Kansas,

Housing

In each city, housing issues consumed the greatest amount of time. The problems varied
depending upon the city. In Garden City and Dodge City, the most critical problem appeared to be a
shortage of single family affordable housing. Job growth in both cities has exceeded affordable exlsting
housing. In Garden City, an estimated 1,500 housing units will be needed in the next five years
(representing an increase of 30 percent), The Committee was informed that in Dodge City, there has been
sufficient housing stock in only four of the past 39 years. Job creation accounted for 1,120 new jobs in 1993
and 547 to date in 1994, A related problem to the shortage in housing is the lack of skilled contractors, A
conferee in Garden City explained that the community college and local Tech Prep program are attempting
to “grow their own” contractors. The Committee learned that a problem Garden City experiences is that
contractors are geterally more interested in new construction than in housing rehabilitation because profit
margins are greater for the former than for the latter,
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Attorduble sltigle fumlly houstig s 1kewlse o tujor coneerh It Hutchimon, The word
“afforduble” Iy key because tuty of the projected Jobw It thewe cities ute ot high paying; however, alhgle
furtilly hottte owtership s Iportant for lotg-ter telghbothood stubility, Cunﬂ;llunce with housltg codes
vitled, The Cottmittes learted that Qurde Clty does tot have « housing code and that Dodge City und
Hutchltwon, by conttast, do huve housing codes but they ute not etforced. Blgger cities have Housiig codes
but substandard tental propetty, problems with the propet malntetance thereof, and the teed to rehabilitate
tentul and older sitgle family houslng usits,

Thete ure several federally-funded housing programs avallable to cltles, The four st
cottittionly mentioned were: the housing cotpotent of the Cottittiunity Developtient Block Grant (ChBO)
Program; the HOME Program; the Low-theotme Housitg Tax Credit Program; und the Section 8 New
Conatruction Program,  Concertis about, and suggestiots pettulning to, each program ate vutlited below,
an dre the upproptiate cottihittees to review those coneeris nd sugestions. In addition, a section outlining
othet housing concetts fs included.

Comunlty Development Block Grant Program -- Houslng

The Stmall Citles COBG Program 1s administered by the Kansas Department of Commerce
atd Houslng, which desigtated In Y 1994 $2,627,900 for housing In nonentitlement citles, (The total
CDBG funding allocation for nonentitletnent cities in Katsas was $21,225,000.) tn addition, HUD awarded
i totul of $13,684,000 In CDBG gratts to entitlement clties and these citles, In turn, determine the amount
of futiding to be allocated atoty vatlous CHRG progtim compotients, including housing. For purposes of
this program, Gatden City, Dodge City, and Hutchinson ate notientitlement citles and compete for funding
allocations provided by the Katsas Department of Cormerce and Housing, The clties of Leavenworth,
Topeka, Wichita, and Kansas City recelve funding directly from HUD. 1t was suggested that:

1. the Kansas Depattment of Commerce and Houslng allocate mote CDBG funding to
housing, as opposed to other program cottiponents, for use by nonentitlement citles,
Also, available housing programs are fragmented and 1t s difficult for
nonentitlement cities to budget for CDBG funding given the unpredictability of the
funding (subcommittees assigned to Kansas Depatttnent of Comtierce and Housing,
House Appropriations/Senate Ways and Means Committees),

HOME Program
This federal program consists of four modules:
1. the Homeowner Rehabilitation of Existing Property, which provides competitive

grants to local governmental units for the rehabilitation of homes of low income
persons (25 percent of allocation); -

2. the First Time Homebuyers Program, which provides a subsidy to families for the
downpayment on a home and associated closing costs (25 percent of allocation);

3 Community Housing Development Organizations (CHDOs), which receive funding
through HOME to provide services to low-income and very low-income families
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and Individuals through the sequisition and rehabllitation of rertal prupetrty (20
petrcent of allocation); and

d. Totut Bused Rental Asslstance, which provides monthly rental subsidies to very
low Incottie tetants and familles who teslde In public houslng (20 petcent of
illocation),

In addition, 10 percent of the total allocation I desighated for the patticipating Jutlsdiction administrative
reserve. Utder the Kunsas HOME Program, cities cat apply to the Karmas Deputtient of Commerce and
Housing for funding for hoteowter tehubilitation and tenant bused rental asslstatice but ot for rettal
tehabllitation. The CHDOw participating In the prograt provide rental tehubilitation,

The Katwas Depatttient of Commetce atd Houslng allocated $5,621,000 i Program Year
(1Y 1994) and projected allocations of $6.25 million In FY 1995 |y HOME funding to nonentitlenent cltles,
In addition, more than $3.9 milllon was allotted In FY 1994 to entitletment clties, includitlg Kansay Clty
($HBH,000), Topekn ($555,000), Wichita ($1,494,000), Lawtrence ($500,000), und Johnson County
($500,000). For purposes of this program, Leavenworth s Included i the tonettitletent clty category and
recelves funding from the Katwas Department of Commerce and Housing, 1t was suggested that:

1. Nonprofits be Integrated into the HOME program at the local level so that
utiiecessary duplication can be avolded. th addition, the amount of HOME futiding
and COBO funding should be increased to tonptofits for atfordable housing (House
Ecotiomic Development Cottlttee/Senate Commerce Committee),

2. The HOME Prograim be less fragmented, In Kansas each of the four program
compotients is overseett by a different type of service provider. 1t was noted that
Missourl and Nebraska wete possible models for emulation (House Economic
Development Committee/Senate Commerce Comtnittee),

3, There be greater discretion on the patt of citles with respect to the use of HOME
funding for rental rehabilitation, which is now provided only by CHDOs (House
Economic Development Committee/Senate Cotnmerce Cotnmittee),

Low-Income Housing Tax Credit Program

Under this federal program, the state recelves an allocation of $1.25 per capita in tax credits
anually, to be awarded to developers who submit qualified plans for new construction, rehabilitation-related
purchase, or rehabilitation of low-income housing units, Ten percent of the state’s allocation must be set
aside for nonprofit applicants, Tax credits are sold to raise equity for projects and investors may claim
credits over a ten-year petiod, In 1994, the state’s allocation was $3.16 million. Also, in 1994, due to
increased demand, the Kansas Department of Commerce and Housing applied to the national pool for
additional credits and was eligible for and received an additional $1.2 million in credits. Units in these
housing projects must be rented to low- and moderate-income tenants for a period of 30 years. The Kansas
Department of Commerce and Housing established a priority ranking system, in compliance with federal
law, based on factors such as project location, housing needs characteristics, project characteristics, Sponsor
characteristics, tenant populations with special housing needs, and public housing waiting lists. 1t was
suggested that:
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I, The program be locally controlled, rather than controlled by the state (House
Beotottile Developtent Cottithittee/Senate Cotimetes Comimittes).

2. Problettin exist with tespect to b eredit allocations 1 terts of avillubllity to meet
detttutid (House Ecotomle Developtient Committes/Setite Cotitetee Comttilttes).

Sectlon 8§ New Comstruetion Program

This s u federal program for comstruction of new low-lncote housing. The Kanmus
Depattriient of Cortinetce atd Houslng essentially serves as o public housing authotity for those arens that
do tiot ave such an authority, The agency provides ovetsight of managettient companles which operate
housing projects by monltoting the anmual tecertifleation of tettits, puying out monthly tental subsidies, and
prepuring utinual budgets and quartetly requests to the federal government for esch project. 1t was suggested
that:

1. Cotislderation be glven to secuting wulvers regurding federal restrlctions on the
nutber of persots per toot to provide houslig authorities with greater flexibility
I accommodating familles, (An alternative for sueh famlles might be applications
for vouchets and certificates from HUD or tenant based assistance under the HOME
Program,)

Other Housing Issues
Conferees In the seven citles had vatlous suggestions, which included the following:

1, The sales tax on otiginal construction should be eliminated (House and Senate Tax
cotnittees),

2. Housing programs administered by the Kansas Department of Commerce and
Housing do not necessarily meet the needs of western Kansas and should be
assessed from the perspective of end users (House Economic Development
Committee/Senate Commerce Committee). A related suggestion was that local
poverniments ought to decide the type of housing assistatice that is needed (rental,
homeownership, tenant based assistance, and special needs). However, with
Increased local decisionmaking, local governments should be required to develop
strategic plans as a precondition for funding.

3. Alternative funding sources for housing should be examined (Ploneer Services in
Seattle was suggested as a possible model) (House Economic Development
Committee/ Senate Commerce Committee),

4, There needs to be more flexibility in Section 8 housing programs to effect the
rehabilitation of existing housing (House Economic Development Committee/Senate
Commerce Committee),
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Untunded State and Federal Mandates tor Locallties

In wich clty the Cotmittes visited the reftaln of utfunded o ovetly restrlctive mandates
tecutted. In udditiot to getetal pleas to the state to ease the [position of unhnded mandates, specific
exuttiples were clted:

L. Sectlon (1) of K.8.A. 60-1111 should be aended to Increse the threshhold
(cuttently $10,000) governing the tequiremient for a contractor to have o
performarice bond s o precotdition for enteting Into o public works conttact with
i clty or coutity (House and Senate Local Govertittent Cottittees/House Husless,
Cotittierce, utid Labor Comtnittee, Senate Cottimerce Cottimittes).

2. Setitencitig guldelites heed to be recotsldeted because, aecording to ote conferee,
Julls are filled to overcapacity (House and Senate Judiclary cottmittees),

3, Coticertis were tilsed thut cottmunities have been tequired to shift funding frotn the
repulr of  uplng Infrastructure (bridges, housing) to other ureas (often
etivirotimental) that would not necessarily be a local priotity to comply with
tatidates. (The getieral mandate lssue has been discussed In past years by the
House atid Senate Federal and State Affalrs committees and House and Senate Lol
Clovettinent cominittees). :

The Effectivenesy of State-Administered tncentives In
Fostering Economle Development In Urban Aveas

The Cotnmittee heard several ideas for modifications to state incentives ot regulations to
promote economic developtient, These Included suggestions to:

1; cotisidet  the elimination of certificated  Jurisdictions to allow local
telecommunications providers to compete (Southwestern Bell In Garden City
apparently has impeded city access to a fiber optic backbone) (Telecommunicatiots
Strategic Planning Commnittee);

2 consider the establishment of a Center of Excellence in Western Kansas (there are
cutently a total of five centers located at the University of Kansas (2), Kansas State
University (1), Pittsburg State University (1), and Wichita State University (1);
there is a branch of the Western Kansas Technology Center, under the auspices of
MAMTC, that s located in Garden City (House Economic Development
Committee/ Senate Commerce Committee);

3. consider the creation of incentives to promote retail development; Enterprise Zone
sales tax exemptions only apply to retail development in communities of 2,500 or
less and, according to a conferee, it is difficult to obtain CDBG funding for that
purpose; two examples were cited by a Dodge City conferee to illustrate the need
for incentives to promote retail development (House Economic Development
Committee/Senate Commerce Committee);
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4. cotslder udditional stutting tor the Kavsds Maln Strest Prograt (this program
cuttertly hus two statt assighed to providing technleal asistatice, matket atiulysly,
utidd deslgh proposals to 20 cltles purticipating I the Itogra); cotferees In
Hutchinson and Leavenwotth — cltfes with Muln Street eslghation - were very
coiplitentary ubout the progra (House Approptiations Cottiilttes/Senute Ways
atid Meatis Comimitter);

3 support att Iiterim ot speclal study to help communitles plan for ethective
particlpation in telecommunications advances (Telecommunications Strategle
Platinitg Committes);

6. etinct leglslution that would clatity that tusleipally-owted property will tot lose Ity
tux-exemipt status when It Is leased to another public agency for poverttental
purposes (House and Senate Local Govertitient committees); and

 J clatity provistons of K.8.A. 12-757, which pettain to rezoning procedutes to be
followed by governing bodles. A concern ralsed was that the lunguage In Sectlon
(1) In utiblguous (House and Senate Local Qovernment cottittittees).
Mechantsmy for Improving the Environment (Purticularly GroundWater)
and Other Public Works Infrastructure

Environmental concertis sutfaced Ih o few of the cltles the Committes visited but it wils thost
extetislvely discussed in Hutchinson. One conferee from Hutchinson urged the state to take a unified
approach to Infrastructure developiment and replacetment for stall and medium-slzed cltles, similar to the
approach taken by the state to rebulld highways, ‘This cotferee underscored several problems related to
wistewater treatment and contaminated water supply as a result of falling septic tank systems on undetsized
lots which were allowed due to Inadequate planning, particulatly as such lack of planning pertained to
undeveloped land,

Existing Programs

The state currently has several programs but they may not apply to specific concerns ralsed
by the conferee in Hutchinson. First, the Kansas Water Pollution Control Revolving Loan Program was
Initially capitalized with federal funds and loan repayments continue to capitalize the Fund. According to
recent staff information, there is approximately $1.3 million available for program loans this fiscal year,
Based on a priority system, loans may be made for 100 percent of eligible costs for water pollution control
facilitles, including planning, design, construction, and temporary financing costs, Program loans cannot
be applied to establishing water pollution control facilities on undeveloped land, nor can they be used solely
for facility planning and the design of sewage systems. Second, the State Water Plan funds contamination
remediation, local environmental protection, and a nonpoint source program, all of which are administered
by the Kansas Depattment of Health and Environment, Expenditures from one program funded from the
State Water Plan - the Local Environmental Protection Program - are used for grants to county health
departments and local entities to prepare plans and implement environmental programs based on approval
of county wide strategies for management of sewage which can affect private and public waters. Third,
funding is available to reimburse underground and above ground storage tank owners for remedial or
corrective actions related to pollution from oil and gasoline activities. Preliminary estimates of encumbered
funding include $11,450,000 for underground storage tank cleanup and $920,000 for above ground storage
tank cleanup. The Kansas Department of Health and Environment investigates sites to determine the
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etetislvetionn of rink, deslgs u clewnup systett, and asslsts tatk owters 1 obtulting blds. The tank owner

selecty the cottractor but the ageticy only relmburses on the busls of the lowest bid.

Conferees’ Recommendutions

Severul cottfetees tude suggestions tegarding strategles the state could ddopt with respect

to cortective envitonmentdl getions:

8 eticoutuge the creatlon of tux Incentives or tux dectetent funding I distressed
Urbant ares for developrent of public utilities and sufety enhuncerments, especlally
I those areas vulherable to groundwater pollution (House atid Senate Tax
cothtnittees/House and Senate Bnergy and Natural Resources cottitiittes);

2, etcouruge the creation of stutewlde rutal/small comtutilty intrastructure matching
funid for helping construct or tecostruet public utllities and safety ethuncements,
such s water and sewage developtent and Hre protection In areas Identifled us
rechurge areus vultierable to groundwater pollution (House and Setute Energy and
Nutural Resources committess/House Appropriations Comttiittee, und Senate Ways

und Meats Committee);

3, eticourage the development for Jolnt clty and county growth plans with tax
Incentives for new and Innovative infrastructure developrment in those areas (House

atid Senate Local Govertment committees);

4, suggest udding a small fncrease to the state water fund and solid waste taxing
formula to allow per capita funding to be returted to local cottumunities for
Infrastructure developtment that must include protecting groundwater through public
systemn development (House and Senate Energy and  Natural Resources
cotimittees/House  Appropriations Cotmmittee, and Senate Ways and Means

Cominittee),

-8 enact legislation to allow sales tax or an environment tax fund to be used for
population-based environmental projects that will Improve or promote groundwater

protection (House and Senate Tax committees);

6. provide assistaice to counties required by EPA regulations to construct new landfills
with liners, leachate collection and treatment systems, methane gas venting, and
monitoring systems (House Appropriations Committes/Senate Ways and Means

Committee);

7 consider the establishment of a state “Superfund” program or the creation of a
revolving loan program to assist local governments involved as potentially
responsible parties in pre-CERCLA hazardous-waste cleanups (the Comprehensive
Environmental Response, Compensation and Liability Act or Superfund legislation
was epacted in 1980) (House and Senate Energy and Natural Resources
committees/House Appropriations Committee/Senate Ways and Means Committee);

and
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B adopt o coteurtent tesolution  supporting comiprehenslve  Superhund refor
(delibetutions on reauthorization are tkely to resure It Congress 1 1995) (House
it Serate Btetgy and Natural Resources Comtilttess).

Treatent of Juvenlle Offenders and Other Public Sufety Tt

The Cottittiitter way Itformed by vatlous cottittiunity leaders thut community policing was
i Emmhmtﬁ upprosch,  Cltlzens ate tore lkely to share Information about criminal aetlvitles with police,
which, It the short term, might result 11 more cotvictions but, I the lotig tertn, should result n decreased
ctitttinal activity. tn one communlty (Leavenworth), it was teported that clitizens’ hotes are beltg used for
survelllance of cruck houses. Community pollclig 1y slte-bused, tvolves toam wotk, atid turgets efforts
towatd becoming acqualited with at-tsk people and bullding up trust with nelghbothood residetits, Juvenile
thitle provention teasutes wete Identifled, Including the DARE and OREAT progrims 1 schools
throughout the state o prevent drug use and Bung uctlvity, respectively; activities of vatious commuity-
bused coulitions, such us the Project Freedom Famlly and Youth Coulltion i Wichita; atd programs which,
It the long tett, should result In decrensed Juvenile delitquenicy - alternative education, fumily centers,
Purents Unilversity (Gatden Clty), prenatal care asalstance, mentoring for students, and business education
tawk forces, Several cotferees offered suggestions to improve ctitme prevention and enforcement. A few
recotttmendations pertaited to adequate funding for the KBI (see No, 3).

Conferee Recommendations
1. Cottpliatice with drivets’ leense tequitements needs to be enforced agd up-to-date
automoblle insurance information needs to be required (House and Senate
Transportation committees),

2. Penalties should be incteased for certaln propetty crimes, such as autotnobile theft;
autormobile theft Is usually charged as an unlawful deprivation of property, which
ls a class A misdemeanor and not a felony (House and Senate Judiclary committees).

3. The KBI lab needs increased funding, because backlogs impede law enforcement
officers from adequately prepating their cases for court, Morteover, Information
needs to be disseminated in a timely manner to adequately assist local law
enforcement agencies (House Appropriations Committee/Senate Ways and Means
Committee),

4, Penalties for juvenile crime need to be revised to make them more effective in
dealing with violent crimes (Select Committee on Juvenile Crime).

Developing Capacity for Neighborhood Revitalization

Throughout the tour, the Committee was informed about locally-based efforts undertaken
to improve the appearance and safety of neighborhoods. The larger cities with more extensive problems
naturally had the most community-based nonprofit organizations to assist in these endeavors, as well as the
greatest number of programs (peer-to-peer training program, leadership training program, neighborhood
courts, and others). The intent of almost all these programs is to assist neighborhood residents in becoming
more self-sufficient and in developing pride in and respect for their property. Although most of the issues
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tlsed by cotiferees cotcerting nelghbothood revitallzation were of o descriptive tature, tore thay ote
comfetee tequested state fuding to daslst nonprofit comunity orgutizeations, The Comumittes learned that
tuty of these opetutions tun on “shoe steing” budgets, although Comittilttee tembers obyerved that
uelttibriluttative eaputiditures appear to take up o disproportionate amount 1 sore cises. For exutiple, 1 o
proposal for predevelopriient anding, cotsulting expenditures for te POWER Supettarket Developtent
project In Wichita comptived $20,800 of  total budget of $25,970 for the first thres to six tonthy of
prelititaty predeveloptent activity,

Existing State Programy
Two state progratms were clted ot thls tour s o means of dnnisting utban communities:

1, The Kutwas Comthutilty Services Program Act (1994 8.8, 230) suthorlzes credits
for cottributions by busiess frms to communlty setvices or Bovertttental entitles,
which enguge In the activities of providing cottiunity services, Bogltning In tax
year 1994, credits muy be tuken against Incotne tax, franclal Wnstitutions privilege
tax, of dothestic Insurance company privilege tax. The credit pratited a contrlbutor
iy not exceed 50 percent of the atiount contributed to a comttutlty service
orgutization, ot 70 petcent of the amount contributed to o tural comimunity service
organlzation. The credits ate Himited to a total of $5 milllon per yedr for all
busitess firms, Aty credits not used could be carrled forward. Comitmunity
services, in this cotitext, include: activitles which meet a demonstrated cofmunity
heed and which are designed to achieve the objectives set forth in the 1991
Blueprint for Investment in Kansas Children and Thetr Famtltes; ctime prevention,
and health care services, (The Cotnnittee has o recommendation uffecting 8.8, 230
in Part 11, below.)

2 The Community Strategic Planning Asslstance Program (1994 Sub, for S.B. 183)
was thodified to allow nelghborhood revitalization organizations — groups organized
for the purpose of encouraging economic development In blighted areas of
metropolitan counties - to apply for planning grants and action grants, Eligible
metropolitan  counties include: Douglas, Johnson, Leavenworth, Sedpwick,
Shawnee, and Wyandotte, The program, prior to modification by the 1994
Legislature, applied only to rural countles, For the metropolitan component of the
progtam, the 1994 Legislature approved $200,000 for use in FY 1995,

Disposition of Vacant and Abandoned Property in Urban Areas

One of the biggest impediments to urban revitalization, according to several conferees, is
the existence of vacant buildings and land. Conferees had suggestions on two pieces of legislation,
particularly on 1994 §.B. 732,

1. 5.B. 732 amended the City Unsafe and Abandoned Structures Law to allow for the
rehabilitation of abandoned houses. The legislation authorizes a not-for-profit
corporation, which has among its purposes the improvement of housing, to petition
to the governing body of the city for temporary possession of abandoned property.
After a due process notice and hearing, the organization may take temporary
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possesiot of the propetty. 1 un ownet of property declured abundoned takes Hty
etlon to tegult possesslon of the propetty within fve yeurs followlny the granting
of tettipotaty possesslon of the propetty to the organization, the otgutilzation may
fle u petition for Judiclal deed 11 disttist court, Upott due notlee to the naed
defeticditity, ah otder iy be etteted by the cout granting o quit-clatm judiclal deed
to the vtganization providing that the property will be used for low toderate
Ihcotte housitg for at least o tet-year petlod after the deed s gratited, Other
provislons of the legllation allow uny municipality covered by the cash busly law
to desigtite telghbothood revitalization areas within it boutidaties and to provide
to tuxpayets rebutes In the umount of the neretents] ereases |n property tuxes
resulting from Improverents mude to the toperty, 'The rebates are to be mude
within 30 days of the paytent of taxes. (The Comtilttee has a tecommendation
affecting 8.0, 732 n Part 1, below.)

Conferees’ Concerns With 1994 8.1, 732
Conferees expressed several concerns with the pmvlslum of §.8. 732, Including:

The Takdngs twsve, It was tecommended that the authotity of cltles be
clatitied with respect to thelr Habllity In the event that not-for-profit
cotpotations full to cotply with the tetms of the quit-claim Judiclal deed
Insued pursuant to the leglslation.

Tax Lid. 1t wan recommended that property taxes levied which are to be
rebates pursuant to S8, 732 not be subject to a city's propetty tux 1d,

Rehabilitation of Resldentinl Property. 1t was recommended that
rehubilitation apply not only to residential property but to commercial
property, as well. Moreover, it was noted that o rebate might be an
insufficient incentive to encourage developets to rehabilitate substatidard

propetty,

Time Perfod Allowed for Property Owners to Regain Possesslon, As
previously noted, §.B. 732 allows property owners up to five years to
reguin possession of the propetty after the not-for-profit organization has
been granted temporary possession, 1t was recommended that this time
period be shottened.

Agreement Issue. There is no provision in 8.B. 732 to require all entities
within a given municipality to participate in a rebate plan proposed by one
municipal entity, If the other municipal entities are not in agreement, they
do not have to share the fiscal burden of that decision.

2 The Kansas Tax Increment Financing law has been in effect since 1976.
Essentially, this law permits the apportionment of any increment in ad valorem
property taxes resulting from a redevelopment project to be made to a special fund
for the payment of the cost of the project, including the retirement of bonds issued
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for that putpose. Ot cottheree explalmed that ths law Hitw been used Inrec Uettly
cottipured to sitilut leglslution n Missour!, Statt wis aked to cotipute the Katwus
uticd Missout! laws ard report to the Cotilties, e Kty luw by the apparent
addvatitage of allowlg the govettiltig body to sell gereral obligation botds, provided
thete In to protest petition, to puy for the costs of the project. e clty also
illowed to use Ity ud valorem tuxitg authotity for repaytment If authorized soutces
of revetiue ate iwutflclent,  In contrast, Missour! law duthorlzes citles to |asue
speclal  obligation bonds  for tedevelopttient  putposss,  This ditference
Hotwithstanding, Missout! law pertiits icrermental sales tax proceeds genetated by
ecotottic detlvitles within the area of redeveloprent, 11 addition to paythents in Heu
of taxen uttributable to Increased aessed vitluation, to be used to retire the bonds.
Katwus law Includes to provision for sales tax proceeds to be used In this tanter,
Finally, Missout! law provides tio veto authotity to other governmental unit,
although the school board hus tepresentation on 4 cottittisslon that st be creuted
to develop the redeveloptent plan and project desigtations, This conmisslon iy
tot exetclse the Hight of fnal approval of plam, projects, and deslghation of
redevelopment areas,

In addition to the concerns expressed regarding 1994 8B, 732 and the existing Tax
Inctement Finaticing law, a proposal was subritted to the Cottithittee by the Liveable Nelghborhoods Task
Fotce, Wyandotte County, for the establishment of 4 land bank ot a pilot project basts. The Comilttee wis
informed that the proposal wus In the coticeptual stages and was largely modeled after a land banik
estublished by the City of Cleveland, The way It wotks s that all tax delinguent property which has been
foreclosed by the county and not sold in the tax sale would be deeded to the land bank, Property will be
accepted Into the land bank only with approval of a three-metber boatd of trustees (one member to be
appolnted by the county, one by Kausas City, and one by U.5.D, 500), Property would be excluded if it
has potentlal labilitles. Owners should be allowed to forfelt thelr property without submitting to a
foreclosure process. In addition, city-owned and counity-owtied property should be permitted to transfer to
the land bank. The proposal requested $150,000 in state start-up funds for a two-yedr basis. The proposal
noted that the land bank would eventually be funded by a special mill levy with a cap determined by statute,
The advantage cited for the establishment of the land bank I8 that it could provide for the sale of blocks of
land to developets for redevelopment with clear title and without delinquent taxes, The proposal also noted
that property tax abatements might be included to promote tesidential development and that property
redeveloped through the land bank should also be eligible for tax increment financing, (The Committee
addressed this proposal in Part 11, below.)

PART 11

The Blue Highway Committee on Urban Revitalization made the following
recommendations:

1. Recommend legislation to establish a land bank in Wyandotte County on a pilot
project basis. The Committee notes that there is a request for start-up costs of
$150,000 associated with the proposal (a matter for the House Appropriations
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Cottittilttes atd Setate Ways und Meutis Cotmittes to cotmlder IF the bill 1
etiucted),

2 Recotittend leglslation to create an urbun revitallzation progrun which ullocates up
to $2 millllon per year for up to Hve yeats for each of thres pllot projects, Funding
for this program would cote from the stats'y portion of procesds from the siles tax,
Itcottie tux, and propetty tax, genetated within the blighted ares which 1s deslgtated
for revitalization, Expenditures frot the state’s Beotomle Developttient tnitiative
Fund would be transterred atmually to the State Ceteral Furd for each of flve yeurs
to offuet the foregoe tax reverues that would have been getterated {h such areu,
A Nelghbothood Revitalization Planning Bourd (NRPB) represeniting ohe or tore
tielghbothood ussoclations could apply to u review cotmmitiee for o tiultl-year grant.
The bourd's application would have to Identity the blighted urea to be revitalized
utid would huve to inelude o strategle plan and other nformation outlined 1 the bill
No tiote thun 25 percent of the area of a clty, all of which tust be cotigiious, tay
be Identifled us “blighted” for putposes of this bill, in adddition, the application
would have to be accotipanied by a tesolution Indicating support for the application
from the city In which the blighted area Iy located, Factors to be consldered In
selectng a grant reciplent would Include: the degtee of cotmitted private sector
Involvement (monetary match or In-kind), the teasibility of the strategic plan, the
computibility of the proposed project with the city's comprehensive plan, the
Intended use of other governtent resources, the criterla for evaluating the proposed
project, the proposed thethod of eliciting community Input and the breadth of input,
the budget for the proposed project, the proportion of the budget designated for
administrative costs, and other relevant Information.

3, Recommend amendments to 5.8, 230 to authorize lnvestors in nelghborhood
otgatizations govertied by NRPHs, which recelve funding under the proposed
leglslation in No. 2, to qualify for tax credits under the game tertns as govern
Investors in comtnunity service organizations,

4, Recomumend legislation modifying 1994 §.B. 732 to exetipt from the tax lid
property taxes which are rebated pursuant to the legislation, The Committee
acknowledges conferees’ concerns regarding the other issues ralsed pertaining to the
law (takings issue, application of law to residential property only, time petiod for
transfer of property ownership, and implications of nonconsensus on the part of
other municipal entities), and recommends that those jssues be considered in 1995
by the House and Senate Local Government committees,

3. Recommend the introduction of legislation to amend 1994 3.B. 459 (the Wyandotte
County Accumulated Interest Property Tax Program) to shift responsibilities
assigned to the county treasurer (partial payments) to the county commission. This
would conform provisions of the Amnesty program to the proposed land bank
legislation,
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