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MINUTES OF THE HOUSE COMMITTEE ON UTILITIES.

The meeting was called to order by Chairman Carl Holmes at 9:08 a.m. on February 23, 1999 in Room
522-S of the Capitol.

All members were present except:

Committee staff present: Lynne Holt, Legislative Research Department
Mary Torrence, Revisor of Statutes
Jo Cook-Whitmore, Committee Secretary

Conferees appearing before the committee: Michael Byington, Envision
Richard Veach, Pioneer TeleCom
Ann Wickliff, KCC
Wayne Kitchen, WRI
J. C. Long, UtiliCorp
Gerry Reynolds, KCPL
Bruce Graham, KEPCo

Others attending: See Attached List

Hearing on HB 2496 - Telecommunications, "universal service' defined

Chairman Holmes welcomed Micahel Byintgon, Director of Governmental Affairs for Envision, who
testified in support of HB 2496 (Attachment 1).

Richard Veach, General Manager of Pioneer Communications, testified as an opponent to HB 2496
(Attachment 2).

Anne Wickliff, Chief Telecommunications Analyst for the Kansas Corporation Commission, provided
neutral testimony on HB 2496 (Attachment 3).

Written testimony from Susan Myers, Grant Consultant for Hays Medical Center, in opposition to the bill
was provided to the committee (Attachment 4).

Conferees responded to questions from the committee following testimony.

Hearing on HB 2482 - Mandatory 10% reduction in retail electric rates of public utilities.

Wayne Kitchen, Vice President of Regulatory & Environmental Affairs for Western Resources, provided
testimony in opposition to HB 2482 (Attachment 5).

Gerald Reynolds, Staff Attorney for Kansas City Power & Light, provided testimony opposing HB 2482
(Attachment 6).

Bruce Graham, Vice President of Member Services & External Affairs for Kansas Electric Power
Cooperative, Inc., testified as an opponent to the bill (Attachment 7).

J. C. Long, on behalf of W. Scott Keith of UtiliCorp, read testimony in opposition to HB 2482
(Attachment 8).

Kim Gulley, Assistant General Counsel for the League of Kansas Municipalities, provided written neutral
testimony on HB 2482 (Attachment 9).

Following testimony, conferees responded to questions from the committee.

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 1



CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON UTILITIES, Room 522-S Statehouse, at 9:08 a.m. on
February 23, 1999.

HB 2495 - Retail Wheeling Task Force extended

Rep. Sloan presented a proposed balloon for HB 2495 (Attachment 10). Rep. Sloan moved to adopt the
balloon for HB 2495. Seconded by Rep. Alldritt. Motion carried.

Rep. Alldritt moved to change the Senate Task Force membership to reflect the same as the House Task
Force membership. Rep. O’Brien seconded the motion. Motion failed.

Rep. Sloan moved to report HB 2495 as amended favorable for passage. Rep. Toelkes seconded the
motion. Motion carried.

Rep. McClure will carry the bill.

HB 2322 - Utility billings in different formats for visually impaired or blind person.

Rep. Sloan presented a proposed balloon for HB 2322 (Attachment 11). Rep. Sloan moved to adopt the
balloon for HB 2322. Rep. Alldritt seconded the motion. Motion carried.

Rep. McClure moved to delete the word "cassette" on line 17. Rep. O’Brien seconded the motion.
Motion carried.

Rep. Dahl moved to change line 19 by adding the words "requesting this service". Rep. Myers seconded
the motion. Motion carried.

Rep. Sloan moved a technical amendment by striking the words "or any combination thereof" from line
17. Rep. Johnson seconded the motion. Motion carried.

Rep. Myers moved to add the words "of at least 24 point type" following the words ‘large print’ on line
16. Rep. Dahl seconded the motion. Motion carried.

Rep. Johnson moved to report HB 2322 as amended favorable for passage. Rep. Long seconded the
motion. Motion carried.

Rep. Johnson will carry the bill.

HB 2045 - Underground stdrage of natural gas

Rep. Kuether distributed a proposed balloon amendment for HB 2045 (Attachment 12). She requested
that Mary Torrence, Revisor, explain the balloon. Rep. Loyd also distributed a proposed balloon
amendment for HB 2045 (Attachment 13) and provided explanation for that balloon.

Rep. Kuether moved her amendment. Seconded by Rep. Klein. Motion carried on a vote of 10 to 6.

Rep. Loyd moved that HB 2045 as amended be laid on the table and referred to an interim study. Rep.
Dahl seconded the motion. Motion failed on a vote of 6 to 9.

Rep. Loyd moved that the previous amendment of HB 2045 be stricken and that his amendment be
adopted. Rep. Johnson seconded the motion. Motion failed on a vote of 6 to 9.

Chairman Holmes requested that the meeting be recessed due to time constraints and that the debate on
HB 2045 be resumed tomorrow.

Meeting adjourned at 10:58 a.m.

Next meeting is Wednesday, February 24.

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 2
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Choices & resources for people who are blind or low vision

Envisione :

PLEASE REPLY TO: Michael Byington, Director

Envision Governmental Affairs Office
924 S. Kansas Ave

Topeka, Kansas 66612

(785) 354-4747 (Topeka Office

(785) 575-7477 (pager)

(785) 354-4646 (FAX)
mbyingto@ink.org or
michael.byington@envisionus.com

February 22, 1999
TO: House Utilities Committee
SUBJECT: House Bill 2496 - SUPPORT WITH AMENDMENT

Thank you for your consideration of this legislation. | am proposing the
following amendment:

On page three, at the end of line five, change the period (.) to a comma ()
and add the following words, "or that the services are necessary to insure
that all other services which the Commission has identified as enhanced
services are accessible to. or can be made readily usable by, persons who
have disabilities."

House Bill 2496 is one of three bills floating about in the Kansas Legislature
which would change the definition of "enhanced universal services." Of the
three, | like this one the best. The Senate Commerce Committee is
considering one measure which would only slightly tweak the current
definition of "enhanced universal services," and is considering another

---------
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measure which is similar to the measure proposed in 2496, but which
essentially eliminates the definition. House Bill 2496 acknowledges that a
technical definition of "enhanced universal services" is probably going to
have to be changed each time technology or best practices in
telecommunications transmission change. It instead leaves the definition to
the Kansas Corporation Commission to be decided upon the basis of
"sufficient customer demand."

This is a credible approach, but it poses problems for certain segments of
the disability community. If the word, "sufficient" is to be used in a context
of significant statistical percentages, then services which insure that all
other defined enhanced universal services will be accessible might never
happen. Blind and low vision people, for example, may never exist Iin
statistically significant numbers in the total community of
telecommunications users to a degree of statistical significance or
sufficiency. Yet without insuring that enhanced universal services will be
fully accessible, employment opportunities for people who are blind or
legally blind will suffer a great deal. Enhanced universal services are not the
every day use of the telephone kind of services. They are the things which
will increasingly be used in the employment environment of tomorrow. If
blind and legally blind people are to be productive and competitive in the
workplace of the next century, then they will need to be able to manipulate
and access information at the same efficiency as John Q. Sighted-Worker.

Currently, we know that unemployment among working aged blind and
legally blind people in the United States stands at about 74%. This
information was generated through 1990 census data.

By the year 2010, it is estimated that nearly 90% of all jobs will require
manipulation of data over the airwaves or the telephone lines. Lower tech
manufacturing jobs not requiring manipulation and transmission of data are
on the decline.

Over the past 50 years, unemployment of persons who are blind has
actually decreased. When first measured in the 1930s, figures ranged from
92% to 99% of all legally or totally blind people in the United States being
unemployed. This makes 74% look good by comparison, but not nearly
good enough. A good employment figure would be one where there is no
more unemployment among people who are blind than there is among their
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sighted counterparts. This may seem an unrealistic goal, but the frightening
reality is that if people who are blind do not have full access to information
transmitted via telecommunications, employment will increase again rather
than decrease further.

Other disability groups also experience a higher than average level of
unemployment. Many such groups share the concern that, if the technology
barrs them from information access in the future, their unemployment levels
will increase as well.

The amendment | am proposing would simply insure attention to making all
future enhanced services accessible. It would make it clear that "sufficiency"
is not a numeric question.

Many people, when hearing the term "universal access," or seeing it in
legislation, think of it as a cost and distribution equalizer between urban and
rural, highly populated and lesser populated areas. Universal access, and
thus universal services and enhanced universal services, must therefore
mean more than simply public access, and access to rural areas. It must
mean access to ALL citizens regardless of disability status.

This is the intent of Section 255 of the Federal Telecommunications Act. It
needs to be extended in to the Kansas definition of "enhanced universal
services."

| am already entering into discussions with the Kansas Corporation
Commission about extending equipment coverage under the
Telecommunications Access Program (TAP) to certain access equipment
intended to make what are usually defined as enhanced functions
(converting text over the telephone lines to speech) accessible to persons
who are blind or low vision. | am told that a certain degree of such
equipment access options for enhanced universal services may be made
available under current statutory provisions. The amendment referenced for
2496 therefore is intended more to look to the future, not just to equipment
for access, but to reminding developers of enhanced telecommunications
services that principles of accessible design must be a part of service
development, and that it is important to the people of Kansas for "universal
access" to truly refer to ALL Kansans.



TESTIMONY OF RICHARD VEACH OF PIONEER COMMUNICATIONS
BEFORE THE KANSAS HOUSE UTILITIES COMMITTEE
FEBRUARY 23, 1999

Good morning Mr. Chairman and members of the committee. I'm Richard Veach
General Manager of Pioneer Communications which is headquartered in
Ulysses. Pioneer Communications provides local service to more than 16,000
telephone access lines in all or parts of nine counties in southwest Kansas. Our
company also furnishes Internet service to nearly 5,000 users and has 8,000
cable television customers. | am here speaking on behalf of the thirty-six
telephone companies referred to in the Kansas Telecommunications Act of 1996
as “rural telephone companies”. The definition of a rural telephone company in
the Kansas Act is a telephone local exchange carrier with fewer than 20,000
access lines. This is every telephone company in the state with the exceptions of
Sprint and Southwestern Bell. Rural telephone companies provide service as far
east as Louisburg and Girard and as far west as Kanorado and Coolidge. Rural
telephone companies serve nearly half the geographical area of the state but
only about ten per cent of the telephone access lines in Kansas. We serve the
most rural sparsely populated parts of Kansas.

| served as a member of the Kansas Telecommunications Strategic Planning
Committee, commonly referred to as the TSPC, that was appointed by the
legislature in 1994. The TSPC was charged with developing a statewide
strategic plan for telecommunications. The seventeen member committee was
made up of six legislators and representatives from state government, the
telecommunications industry, large and small business and the medical
community. Many of the recommendations made by the TSPC committee were
incorporated into the Kansas Telecommunications Act of 1996.

Because of concerns about some elements of the 1996 Act, the 19398 Legislature
enacted House Substitute for Senate Bill 212. One of the provisions of this
legislation was the establishment of the Kansas Universal Service Fund Working
Committee. This committee was made up of eight legislators, members of the
telecommunications industry and representatives from Internet service providers,
CURB, a Regents institution, elementary and secondary schools, public libraries
and large and small businesses. | represented rural telephone companies on
this committee. The Kansas Corporation Commission staff facilitated the
Working Committee's meetings, all of which were held at the KCC. Both the

HOUSE UTILITIES
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TSPC committee and the KUSF Working Committee were ably assisted by Lynn
Holt.

The purpose of recounting my membership on these two committees is not to try
to bolster my resume with you but to note that | am not a stranger to the process
of the development of telecommunications legislation and policy in Kansas.

The purpose of my appearance here today is to speak in opposition to House Bill
No. 2496 as it is written. While the proposed bill deletes only a portion of one
sentence and adds twenty words, the portion deleted is very important. The
Working Committee made a number of recommendations but | will confine my
comments to the change that is proposed in House Bill No. 2496. One of the
purposes of the Working Committee’s deliberations was to examine the definition
of enhanced universal service that is contained in the act and consider whether it
should recommend to the Legislature that it be modified. It is important that we
remember that what we are really talking about is the deployment of enhanced
universal service in rural Kansas. These services have already or will soon be
deployed in the urban areas of the state. We also need to remember the
mandate of the federal act that says that the services available in rural areas
shall be comparable to those available in urban areas and that they be available
at comparable rates.

House Bill 2496 deletes Signaling System Seven capability from the definition of
enhanced universal service. Signaling System Seven or SS7 as it is commonly
referred to, is a telecommunications standard that is necessary if a company is to
furnish certain enhanced calling features, such as caller number identification,
calling name identification, etc . . . It is also necessary for toll free number
portability and for local number portability which the FCC believes is essential for
the development of local telephone service competition. According to information
received by the Working Committee, “SS7 enjoys widespread deployment” in
Kansas. The telecommunications industry moves forward rapidly and oftentimes
something that was optional yesterday becomes mandatory today. SS7 more
appropriately belongs in the definition of universal service if we want all Kansans
to have access to features of an advanced intelligent network.

House Bill 2496 would also delete from enhanced universal service the
requirement of “full fiber interconnectivity, or the technological equivalent,
between central offices”. Again, the Working Committee concluded that there
was “widespread deployment in Kansas of full fiber connectivity between offices”.
The central offices that are referred to are the locations of switching and
transmission equipment for individual telephone exchanges and/or wire centers.
This requirement of the 1996 Act required telephone companies to install the
fiber optic cable necessary to have large capacity high-speed facilities in order to
meet the increasing demands for bandwidth by Kansas residents and
businesses. Since there is already “widespread deployment” of interoffice fiber



and we believe that it is an essential feature, then it follows that this is an item
that belongs in the definition of universal service.

House Bill 2496 would delete from enhanced universal service the requirement
for broadband capable facilities to schools, libraries and state and local
government facilities which request broadband services. Once again, in this day
and age this is a requirement that should be contained within universal service.

Finally, as House Bill No 2496 would do, the Working Committee recommended
that ISDN, an acronym that means integrated services digital network, be
removed from the definition of enhanced universal service. The inclusion of
ISDN was a creature of the TSPC committee that met in 1994 and 1995. At that
time, ISDN was the standard for switched high-speed data but as was stated
before, telecommunications moves forward rapidly and while it is a useful and
relatively widespread technology, it is no longer the epitome of a switched high-
speed telecommunications service. ISDN could be deleted and replaced with the
following:

Enhanced universal service means without regard to any
transmission, media or technology, high-speed, switched, broadband
telecommunications capability that enables users to originate and
receive  high-quality  voice, data, graphics and video
telecommunications using any technology.

With the possible exception of ISDN, there is nothing wrong with the definition of
enhanced universal service as defined in the 1996 legislation. Time and
circumstances have combined to make SS7, full fiber interconnectivity and
broadband capable facilities to schools, libraries and state and local governments
services that should be available everywhere in Kansas as a part of universal
service. Move those three items into universal service, remove ISDN and include
a new definition of enhanced universal service. Now is not the time to lower the
telecommunications bar in Kansas.

Thank you for the opportunity to visit with you today. | would be happy to try to
answer any questions you might have.



Before the House Utilities Committee
Comments by the
Staff of the Kansas Corporation Commission
February 23, 1999
House Bill 2496

Good morning, Chairman Holmes and Committee members. I am Anne Wickliffe, Chief
Telecommunications Analyst for the Kansas Corporation Commission (KCC). Tam speaking on
behalf of the Staff of the Kansas Corporation Commission in regard to House Bill 2496.

HB 2496 would revise 66-1,187(q) to leave the defining of enhanced universal services to
the discretion of the KCC as long as there is sufficient customer demand for any specific service
included in the definition. HB 2496 eliminates references to specific technologies such as ISDN or
fiber optics. The KCC Staff supports the use of a more flexible definition which will allow the
competitive market to determine which technologies survive, rather than dictating deployment of
specific technologies, and which relies on customer demand to determine when technologies should
be implemented.

The revised definition proposed by HB 2496 is more in keeping with the language used in
the Federal Act that defines advanced services “without regard to any transmission media or
technology.” See 47 U.S.C. 706(c)(1). The KCC’s Report and Recommendation filed on February
12, 1999, also recommends that the definition be modified to eliminate technology-specific
language.

Thank you.

HOUSE UTILITIES
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Testimony from Susan Myers, P.E., J.D. regarding House Bill 2496

Thank you for the opportunity to add my input to House Bill 2496, The decisions of this committee
will have a direct impact on the economic development, educational service availability, and delivery of
health care services to patients in the rural areas of Kansas.

| tel - ices for K

House Bill 2496, page 2, starting with line 39 deletes the current definition of enhanced universal
service and substitutes a new definition that will have a negative impact on rural Kansans. A
concern for our rural citizens is that we were first guaranteed basic and primary rate ISDN, or a
technological equivalent (which means services up to a switched broadband capacity). Now, it is
proposed to eliminate this specific guarantee and leave it up to the commission to find that there is
“sufficient customer demand....” Under House Bill 2496, advanced services will only be provided in
the cases where enough customers for advanced services are present to justify a service. This is
contradictory to the public policy of the Kansas Telecommunications Act which states in Sec, 66-
2001(c) that the state’s policy is to “promote consumer access to a full range of 1elecommunications
services, including advanced telecommunications services that are comparable in urban and

rural areas throughout the state...

The Universal Service section of the Federal Telecommunications Act, also confirms that rural people
shouid have access to advanced services in Sec. 254(b)(3) by declaring that “[c]onsumers in all regions
of the Nation, including low-income consumers and those in rural, insular, and high cost areas, should
have access to...advanced telecommunications and information services, that are reasonably
comparable to those services provided in urban areas and that are available at rates that are
reasonably comparable to rates charged for similar services in urban areas.”

Using any sort of requirement for a certain number of users before certain services are offered would
not only be contradictory to the purpose of the telecommunications act but be a severe disadvantage to
our rural citizens, Our rural people may not make up enough in numbers to satisfy “sufficient
customer demand” criteria. But, they are the rural people that our congressmen and legisiators
intended to help. These are the rural people that had to form their own electric cooperatives, years
ago, under similar arguments. We need to provide advance broader band technologies to serve our
rural people, including our medically fragile elderly that can benefit from home health telemedicine.

| » | i I

[ 'am actively involved in putting together grants for telemedicine projects for Hays Medical Center
Hays Medical Center delivers services to the patients’ homes in the form of home health care
telemedicine. They currently must rely on Plain Old Telephone System (POTS) equipment to deliver
this service. This is an unacceptable long term solution. Rural Kansans need a solution, such as xDSL,
that will provide greater bandwidth to patients’” homes for home health care. “Sufficient customer
demand” is not a standard that can be implemented in providing these services. At the very
least, this would push back deployment dates, while waiting for enough “demand” to accumulate to
justify serving our rural people. Delaying technology services delays health care that is needed

now,
HOUSE UTILITIES
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Although the numbers necessary to generate a “demand” may not exist in our rural areas, the need for a
state-of-the-art telecommunications network to fully implement telemedicine is as great or greater as
that of an urban health care provider. Telemedicine helps to address the very real issues of physician
access (including specialist consultation), support in diagnostic areas such as radiology, and availability
of home health services to help rural residents maintain independence in their homes.

Deployment of advanced technologies is critical to telemedicine

Our rural population is getting older. Our health care system must find innovative ways to help this
growing population of older adults manage chronic health conditions and diseases. The monitoring,
support, and early detection and intervention that home telemedicine can provide will be a major factor
in helping the elderly maintain a higher level of independence in their own homes and help to avoid
higher cost acute care interventions and associated long, expensive hospital stays. To fully realize the
potential of telemedicine, a broadband infrastructure is needed to bring the delivery of
telemedicine toward full motion video quality., Medicine and other types of health care delivered
over video are by definition “visual™ And, the quality of this video directly affects the quality of
visual assessment, observation, and verification of signs, symptoms, and other information with
which to diagnose and treat patients. Moreover, faster, better telecommunications will allow the
provision of additional telemedicine services to patients. For example, going beyond the current
POTS application in home health may someday allow physical therapists to visit patients via tele-video
and confidently assess a patient’s gait and other types of physical movement. The technology that we
need to use will need to be a technology that provides acceptable downstream and upstream bit
rates.

Telemedicine presents one way to provide access to care at less overall cost. We need to have these
technologies at # cost that we can afford. The Kansas Universal Service Fund may be the source
that we need to rely on to provide for the deployment of these services. The services don’t do us
any good if we can’t afford them.

Thank you.

Susan Myers, P.E., I.D.

BS, Electrical Engineering, KSU, 1978

Registered Engineer in Kansas, Missouri, and Wyoming

I.D., University of Wyoming, 1994

Licensed Attorney in Kansas

Registered to practice in patent cases before the U.S. Patent and Trademark Office
Adjunct Faculty at Fort Hays State University, Hays, K§

Grants Consultant for Hays Medical Center, Hays, KS



Testimony
before the
HOUSE UTILITIES COMMITTEE
by
Wayne Kitchen, Vice President, Regulatory/Environmental Affairs
Western Resources
February 23,1999

Chairman Holmes and members of the Committee:

Western Resources is opposed to HB 2482. This bill would require every electric utility
in the state to implement a rate reduction of at least 10% for all customer classes by September 1,
1999,

The bill is arbitrary. It would impose rate reductions by legislative fiat, without any
justification or consideration of individual utilities’costs to serve their own customers. Rates set
by the KCC are deemed just and reasonable, and are based on evidentiary findings after long and
detailed proceedings. The Kansas courts have ruled that KCC-approved rates have the force of
law. HB 2482 is completely contrary to setting rates by first analyzing cost to serve.

HB 2482 would call into fundamental question the role of the KCC and the role of the
Legislature in rate setting as well as the very basis on how rates are established.

If enacted this bill would reduce Western Resources rates by roughly $105 million. A
rate reduction of this magnitude would do irreparable damage to our financial condition and
essentially abolish shareholder dividends. The financial welfare of an electric utility has a direct
effect on its ability to raise capital from shareholders. Increased costs of capital ultimately are
translated into higher utility rates, not lower rates.

We strongly encourage the Committee to reject HB 2482.

Thank you for this opportunity to appear in opposition to this proposal.

HOUSE UTILITIES
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Testimony of
Gerald A. Reynolds
Before
House Utilities Committee
HB 2482

February 23, 1999

Chairman Holmes and members of the Committee:

My name is Gerald A. Reynolds. | am
a Staff Attorney for Kansas City
Power & Light Company (KCPL). |
would like to thank you for providing
me with an opportunity to share some
of my views on House Bill 24382.
House Bill 2482 mandates at least a
10% rate reduction for every electric
public utility on or before September
1, 1999. KCPL is opposed to this bill.

The United States Supreme Court
has ruled that the interest of the
ratepayer and the investor must be
balanced and considered when

HOUSE UTILITIES
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establishing a utility’s rate. Power
Comm’n v. Hope Gas Co., 320 U.S.
591 (1944). The proposed statute
merely orders public utilities to
reduce their rates by at least 10%
without any regard or consideration
for the utility’s investors, may of
whom rely on fixed incomes. The
failure to balance the interest of the
ratepayers and investors renders the
bill, if enacted, fatally flawed
constitutionally. This legislation also
undermines the regulatory process
established by the Kansas
Corporation Commission.

The Kansas legislature charged the
Commission with setting just and
reasonable rates. The Commission
has created a comprehensive

(o-2



regulatory process that results in just
and reasonable rates. The
enactment of the House Bill 2482 will
upset the regulatory framework that
has been carefully crafted by the
Kansas Corporation Commission.
The Commission continually
increases and reduces the rates of
Kansas’ public utilities to insure that
utilities only charge rates that are just
and reasonable.

For example, after a recent earnings
review, the Commission concluded
that a reduction was appropriate to
insure that KCPL’s rates were just
and reasonable, and ordered KCPL
to refund a permanent, annual rate
reduction in the amount of $14.2
million. The order will be
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implemented beginning March 1,
1999. House Bill 2482 would nullify
the Commission’s action. Requiring
an additional 10% reduction would
actually necessitate an immediate
rate increase to meet the legal
requirements | just mentioned.

| suspect that the rate reductions
ordered by the California legislature
inspired this legislation. In closing I'd
like to point out that the rate
reduction that occurred in California
occurred in the context of
comprehensive restructuring. The
negotiated agreement resulted in the
utilities accepting a rate reduction in
exchange for certain items such as
the securitization of stranded costs.

-4



KEPCo Kansas Electric
Power Cooperative, Inc.
774 & _

A Touchstone Energy” Partner R1>(

Testimony on House Bill 2482
Before the House Utilities Committee -- February 23, 1999
Bruce Graham, KEPCo's Vice President, Member Services & External Affairs

Kansas Electric Power Cooperative (KEPCo) is opposed to HB 2482. KEPCo is a
generation and transmission cooperative operating under the jurisdiction of the Kansas
Corporation Commission (KCC). As a non-profit utility, KEPCo sets rates to recover its
cost of service and we do not have stockholders requiring a return on their investment.
Instead, if our rates generate revenue above our costs, we return that cash to our
member cooperatives as capital credits. As a matter of fact, in the past two years,
KEPCo has returned nearly $8.5 million in capital credits to its members.

Early in 1998, the KEPCo Board of Trustees began a review of its rates and decided to
file a request for a rate reduction with the KCC. That request was filed on July 13, 1998
and we received approval on December 30, 1998, to cut rates to our member
cooperatives by 9.8 percent. KEPCo and the KCC did not determine the magnitude of
this rate decrease arbitrarily. Prior to filing the request, KEPCo conducted a lengthy
internal determination of the revenue needed to satisfy our creditors and bankers. As |
mentioned, those numbers were reviewed and approved by our Board of Trustees
before being filed with the KCC. The KCC staff then extensively examined KEPCo's
filing, a process that included an on-site audit and 37 separate "data requests" to KEPCo
for additional information.  Following that review, KCC staff forwarded their
recommendation to the three Commissioners for consideration and approval.

Let me review the impact another ten percent rate reduction would have on KEPCo. Our
recently approved rate case projects only a $275,000 net margin on $70.6 million in
revenue. A mandated, arbitrary ten percent rate reduction would result in a decrease of
$7.06 million to KEPCo that would result in an annual loss of $6.8 million. KEPCo would
quickly exhaust its cash reserves, forcing us to default on our mortgage with the U.S.
Government and preventing us from meeting other financial obligations.

| am sure that bankrupting KEPCo was not the intent of the legislation. If it is the
wisdom of the Committee to approve HB 2482, we request that the language be
amended to exclude non-profit utilities or at least be amended to retroactively include
KEPCo's 9.8 percent rate reduction.

Thank you for the opportunity to comment on HB 2482.

HOUSE UTILITIES
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W. Scott Keith
UtiliCorp United Inc.
Manager Electric Regulation-Kansas & Colorado

Comments On House Bill 2482

Good morning. As I understand House Bill No. 2482, it mandates that all electric utilities
in Kansas reduce their electric rates by ten percent (10%). I do not think this bill is in the
best interests of the citizens of Kansas, and it is very unfair to the investor owned (IOU)
electric utilities operating in Kansas. It ignores the fact that the industry is already heavily
regulated by the State of Kansas, and the devastating impact this would have on the
industry in Kansas. I will also point out the particular impact this bill would have on

UtiliCorp’s electric operations in the State.

Regulation

The bill does not consider the fact that the IOUs have been and are heavily regulated by a
variety of regulatory bodies including, the Kansas Corporation Commission (“KCC”), the
Federal Energy Regulatory Commission (“FERC”), etc. The KCC regulatory oversight is
of particular interest, as it relates directly to the rates charged by the IOUs in Kansas. The
KCC has regulated the electric industry on a historical cost basis for many years. The term
cost is of particular significance. It involves not only the expense associated with the
electric company’s operations, but the level of earnings the company’s investors can

expect. This latter point is very significant given the capital intensive nature of the

HOUSE UTILITIES
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industry. The industry requires the investment of significant capital investment before a
single dollar of revenue can be earned. The determination of rates at the KCC is a long
and involved process that ultimately results in the setting of “just and reasonable” electric
rates. This bill ignores the fact that each of the utilities subject to the KCC’s regulations

are charging “just and reasonable” rates for electricity.

Capital Intensive

The electric industry is very capital intensive i.e. it takes a massive level of investment in
long lived facilities to serve electric customers. This investment involves not only
generating facilities, which have been of much interest to this Committee lately, but
transmission and distribution facilities which bring the electricity directly to the doorsteps
of the customers. The industry requires access to huge amounts of capital, both equity
and debt to provide ongoing electric service in Kansas. The rate reduction called for by
this bill would severely impact access to this capital. This would be particularly and
immediately devastating in Kansas given the pressing need for new generation facilities

within the State.

Profit Margin

The electric utilities generally operate on a small profit margin. When this is coupled with
the industry’s capital requirements, it is easy to see how disastrous this particular bill
would be to the industry in general, and UtiliCorp’s electric operations in Kansas in
particular. Every dollar of revenue collected from the customers pays for many expenses

before any profit is retained by the shareholders. For example, WestPlains Energy,



UtiliCorp’s electric operation in Kansas, uses approximately $.93 of every revenue dollar
collected from its customers to pay for the operation of the system, only $.07 is retained
as net income for the shareholders. This profit margin of $.07 is less than the rate
reduction called for by the proposed legislation. In other words, the mandatory reduction
would completely wipe out the net income generated by WestPlains’ electric operations in
Kansas. This would severely damage the financial viability of operations and undoubtedly
impact the level of service provided by WestPlains to its customers. I have attached a
graph that depicts where a revenue dollar is spent in the Kansas operation. As indicated in
that graph, shareholder profit is the smallest piece of the pie. I am certain the other

electric utilities in Kansas can provide you with similar statistics.

Conclusion
The mandatory rate reduction called for in this bill will seriously disrupt the electric
industry and adversely impact the level of service provided to the electric customers in this

State. I strongly encourage you to vote against this bill. Thank you.



WestPlains Energy
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LEAGUE OF K ANSAS MUNICIPALITIES

LEGAL DEPAR TMENT o 300 S.W. EIGHTH s TOPEKA, KANSAS 66603
PHONE: (785) 354-9565 & FAX: (785) 354-4186

To:  House Utilities Committee

From: Kim Gulley, Assistant General Counsel
Date: February 23, 1999

Re:  House Bill 2482

Thank you for allowing us the opportunity to share a few comments concerning House Bill 2482.
The League does not take a specific position on the advisability of this legislation. However, we
would like to point out three areas of concemn:

. Municipal Utilities. There are 14 municipal electric utilities (MEUs) which fall under
the definition of a “public utility” and are regulated by the KCC. Mandating a 10%
reduction in rates would invalidate the rate ordinances established by their locally elected
officials. Further, unlike investor owned utilities, MEUs do not have shareholders to pass
the loss to. The customers are the citizens of the city who are, in effect, the owners.

. Sales Tax Revenues. Because sales tax revenues are calculated based on gross receipts, a
10% reduction in rates would cause a corresponding 10% reduction in state and local
sales tax revenues. Because the local sales tax base with respect to electricity includes
residential and agricultural customers and the state sales tax does not, local governments
will bear the greatest share of the impact.

. Franchise Fee Revenues. Because most franchise agreements are calculated based on
gross receipts, a 10% reduction in rates would cause a corresponding 10% reduction in
city franchise revenues. These fees are paid to cities pursuant to K.S.A. 12-2001 et seq.
in compensation for the use of the public rights of way.

Again, we appreciate the opportunity to bring these issues before the committee. As always, we
t

are available to answer questions or to provide any info "
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Session of 1999
HOUSE BILL No. 2495
By Committee on Utilities

2-12

AN ACT concerning competition in retail electric service; amending
K.S.A. 1998 Supp. 66-1901, 66-1902 and 66-1903 and repealing the
existing sections,

Be it enacted by the Legislature of the State of Kansas:
Section 1. K.5.A. 1998 Supp. 66-1901 is hereby amended to read as
follows: 66-1901. (a) There is hereby established the retail wheeling task

force. The task force shall consist o@{nemberfm‘fﬁl@ﬁ

(1)

wﬁmrmmﬁmmfwmo{

representatives—appointed—by—the—mimorityteader—of—the—house—of

(2) two members of the senate appointed by the president of the
senate and one member of the senate appointed by the minority leader
of the senate;

(3) a member of the staff of the state corporation commission des-
ignated by the chairperson of the commission;

(4) a representative of the citizens’ utility ratepayer board designated
by the chairperson of the board;

he—departn

the secretary of
(6) an environmen

nology expe an_authority on re-

f——

a large commercial or industrial electric customer, designated by
the legislative coordinating council;

ES} one representative of each of the following, designated by the
governing body of the association: Kansas electric cooperatives, inc., and
Kansas municipal utilities, inc.;

Egyone representative of each of the following, designated by the
chief administrative officer of the company: Kansas City Power and Light,
Kansas City Board of Public Utilities, Kansas Electric Power Cooperative,
Empire District Electric Company, Midwest Energy, Sunflower Electric
Power Corporation, Western Resources and West Plains Energy;

\\(6)

[f_lOﬂ’a small commercial or industrial electric customer, designated
by the legislative coordinating council; and

the following

The chairperson, vice-chairperson and ranking minority member of

the house standing committee on utilities and another minority

member of the house utilities committee appointed by the minority

leader of the house of representatives

strike

\(5)

(7

(8.
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HB 2495
2

E—Hﬂ/a residential electric customer, designated by the legislative co-

ordinating council.

TCGT

(e} ?hek&skfefeeshaﬂmeetatleastfeafhmesaye&renea}lefthe

ehairperson of the task foree:
—[_ﬁr)—anbmwemmg-on—thﬁmk-fmte—m—Becemberﬁ—Iﬁﬁhfmﬂ

Edﬂ"l'he staff of the office of the revisor of statutes, the legxslatwe

— ()

+—— strike

(b) The member serving as chairperson of the task force and
the member serving as vice-chairperson of the task force on the
effective date of this act shall continue to serve as chairperson and
vice-chairperson of the task force until expiration of the member’s
term as member of the task force, at which time the legislative

research department and the division of legislative administrative services
shall provide such assistance as may be requested by the task force and
authorized by the legislative coordinating council. The legislative division
of post audit shall provide such assistance as may be requested by the
task force and authorized by the legislative post audit committee. The
state corporation commission and each other state agency shall provide
assistance to the task force as may be requested by the task force.

Task force members enumerated in subparts (1), (2), (6), (7), (10)

coordinating council shall designate a legislative member of the task
force to serve as chairperson or vice-chairperson.

(¢) Except as provided by subsection (d), members appointed
pursuant to subsections (a)(2), (3), (4), (5), (6), (7), (8) or (9) and
serving on the task force on the effective date of this act shall
continue to serve as members of the task force until April 18, 2000, at
which time new appointments shall be made pursuant to those

and (11) of subsection (a) shall receive amounts provided by subsection
(e) of K.S.A. 75-3223 and amendments thereto for each day of actual
attendance at any meeting of the task force or any subcommittee meeting
approved by the task force. Such amounts paid to members shall be paid
from appropriations to the legislative coordinating council pursuant to
vouchers prepared by the director of legislative administrative services
and approved by the chairperson or vice-chairperson of the legislative
coordinating council.

th The tnsk foree shall study issues related to eompetition in the
turnishing ef retuil eleetrie serviee in this state; ineluding but net limited
to-

tH  Actions of the federal energy regulatery eommission;

t2) the obligation of eleetrie utilities to serve eustomess;

(3} the ceonomie impaet on each elass of eleetrie utility eustomer;

(4) the soeial impaet on Kansas ecitizens;
taoe revenues:

(6} the status of eleetrieal gencrating facilities in o competitive
envirorment;

subsections. Members appointed pursuant to subsection (a)(1) shall
serve until the first day of the regular legislative session in 2001.
Upon a vacancy in the membership of the task force, a successor shall
be appointed in the same manner as the original appointment for the
remainder of the unexpired term.

(d) If Kansas City Power and Light and Western Resources
merge, the representative of Kansas City Power and Light shall cease
to be a member of the task force.

— (e)

——(0)

J0-C
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(233} thefeaﬂbtbbye{esmbhshmeﬂteffemleustemefseﬁaee&fe&s-
eonsisting of all elasses of eustomers; for whieh retail suppliers would

energy and naturel resourees en or before Jenvary
15; 1007, and a finel report of its findings and reeommendations to the
hﬁuse&ndsenmmesenenefgyandmmfaifeseufeeseﬂefbe-
fore January 11; 1008

() The task force shall meet as necessary to review any proposed
legislation providing for competition in retail electric service/and may

make recommendations to the legislature regarding any such legislan'm\

Sec. 2. K.S.A. 1998 Supp. 66-1902 is hereby amended to read as
follows: 66-1902. Before July 1, 4609 2001, the state corporation com-
mission shall continue to regulate retail electric suppliers in accordance
with the provisions of K.S.A. 66-1,170 through 66-1,176, and amend-
ments thereto, and shall not authorize competition in the furnishing of
retail electric service in this state. The commission may open one or more
generic dockets to study the issue of competition in the furnishing of
retail electric service.

Sec. 3. K.S.A. 1998 Supp. 66-1903 is hereby amended to read as
follows: 66-1903. The provisions of K.S.A. 1998 Supp. 66-1901 and 66-
1902, and amendments thereto, shall expire on July 1, 1609 2001.

Sec. 4. K.S5.A. 1998 Supp. 66-1901, 66-1902 and 66-1903 are hereby
repealed.

Sec. 5. This act shall take effect and be in force from and after its
publication in the Kansas register.

and to study other matters relating to electric service, including
generation capacity and taxation of electric service providers,

or matters

(03
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HOUSE BILL No. 2322
By Committee on Utilities

2-8

AN ACT concenﬂng@é@srﬁel&tmg-t&bﬂﬁng-pmeeéﬂg.’

Be it enacted by the Legislature of the State of Kansas:
Section 1. Upon request of a visually impaired or blind customer,
any provider of sewer, water, electric, gas, telecommunications or cable

service, or any provider of two or more of such services, whether

pubhc or private, shall prowde the customer’s bﬂlgw

raille, large print, textfile on computer disk
or audio cassette, or any combination thereof. The provision of such bills
and related information in alternative formats shall be at no additional
cost to the customer. :
Sec. 2. This act shall take effect and be in force from and after its
publication in the statute book.

HOQUSE UTILITIES
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visually impaired or blind persons; relating to billing procedures tor
certain services

television

, indicating usage and the amount owed, in one or more of the
following formats:
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Sesston of 1999
HOUSE BILL No. 2045
By Committee on Utilities

1-19

AN ACT concerning underground storage of natural gas amending
K.S.A. 55-1201, 55-1204, 55-1205 and 55-1210 and repealing the ex-
isting sections.

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

Section 1. K.S.A.55-1201 is hereby amended to read as follows: 55-
1201. As used in this act:

(a) “Underground storage” shall mean means storage in a subsurface
stratum or formation of the earth:.

(b) “Natural gas” shall mean means gas either while in its original
state or after the same has been processed by removal therefrom of com-
ponent parts not essential to its use for light and fuel;.

(c) “Native gas™ shell mean gas whieh has net been previously with-
drawn from the earth:

¢} “Natural gas public utility” shall mean means any person, firm or
corporation authorized to do business in this state and engaged in the
business of transporting or distributing natural gas by means of pipelines
into, within or through this state for ultimate public use;

te} (d) “Commission” shall mesn means the state corporation
commission. ‘

(e) “Suitable for the underground storage of natural gas” meansE

O

Sec. 2. K.5.A. 55-1204 is hereby amended to read as follows: 55-
1204. (a) Any natural gas public utility desiring to exercise the right of
eminent domain as to any property for use for underground storage of
natural gas shell, as a condition precedent to the filing of its petition in
the district court, shall obtain from the commission a certificate setting
out findings of the commission: '

(1) That the underground stratum or formation sought to be acquired
is suitable for the underground storage of natural gas and that its use for
such purposes is in the public interest; and _

(2) regarding the amount of recoverable oil and netive natural gas, if

any, remaining therein in place in the stratum or formation. /"
(b) The commission shall issue no sueh certificate under this section

]
&
So-
~]
~
56 N
——
) fe
S F
m(\\%
SR
e
a <

strata or formations which, based on tests approved by the commission,
are found by the commission to be capable of preventing or substantially
minimizing the potential for natural gas to migrate to other strata or
formations

The commission, if it determines appropriate or necessary, may
require an independent study to be conducted to assist the commission in
determining whether a stratum or formation is suitable for the underground
storage of natural gas.
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until after prublie g is hael on applieation and upon reasonable notiee
to i cted o 1Tl Sl ) il ! ;

: ; rnission—in making—thefindings voquired by
-am’»erh\w-m-)—mﬂ-gnmme as provided by law is given fo all interested
parties and a public Tiearing on the application is held in accordance with
the provisions of the Kansas administrative procedure act.

(c) Subject to the provisions of K.S.A. 55-143 and amendments
thereto, the applicant shall be assessed an amount equal to all or any part
of the costs of sueh any study and any proceedings conducted pursuant
to this section and the applicant shall pay the amount so assessed before
the commission issues a certificate under this section.

te} (d) Al provisions of K.S.A. 66-106, 66-118a, 66-118b, 66-118c,
66-118d, 66-118e, 66-118j and 66-118k er eny, and amendments thereto,
shall be applicable to all proceedings of the commission under K.S.A. 55-
1201 te 55-1206 inelusive. and nets amendatery thereof or supplemental
through 55-1206, and amendments thereto.

teh (e) The state corporation commission shall remit all moneys re-
ceived by or for it for costs assessed under this section to the state trea-
surer at least monthly. Upon receipt of each such remittance, the state
treasurer shall deposit the entire amount thereef in the state treasury and
the sume shall be eredited credit it to the conservation fee fund created
by K.S.A. 55-143 and amendments thereto.

Sec 3. K.S.A. 55-1203 is hereby amended to read as follows: 55-
1205. Any (a) After obtaining a certificate from the commission as pro-
vided by 'K.S.A 55-1204. and amendments thereto, a natural gas public
utility, having first obtained o eertifieate from the eemmission as here-
inbelore provided; desining to exercise the right of eminent domain for
the purpose of acquiring property for the underground storage of natural
gas shall do so in the manner provided in &5-A- 36-501 to 26-516; inelu-
stve: Fhe petitioner shall file the eertifieate of the eommission as a part
of its petition and no order by the eourt pranting said petition shall be
enhfwlmth&utmeheemﬁpﬂtebemgﬁled therewith: The appraisers in
wenrding demages hereunder shall also take inte eonsideration the emi-
nent domain procedure act (KS.A. 26-501 et seq. and amendments
thereto). except as otherwise provided by this section.

(b) If eminent domain proceedings are brought pursuant to this sec-
tion to condemn property located in two or more counties, the proceedings
shall be bmughr in the county J where the greatest portton of the property

.Il_‘__,

Wﬂlue of Lhe amounts of recoverable 01] and native

[}

“Unless the condemnee otherwise agrees, the interest condemned in a

proceeding pursuant to this section shall be a leasehold interest for
natural gas storage purposes which shall include a defined subsurface
strata or formation, royalties on liquids extracted from such strata or
formation and the use of so much of the surface as reasonably necessary
to permit natural gas storage operations. The award shall provide for
annual rental payments for the use of such acquired interests with
directions for the payment of damages which might result from the use
thereof. The term of the leasehold shall continue until the underground
storage facility is abandoned pursuant to K.S.A. 55-1208 and
amendments thereto.

(d) In ascertaining the amount of compensation and damages to
be awarded in an eminent domain proceedmg brought pursuant to this
section, the court, in addition to thefspecr}ﬁed by K.S.A. 26-513 and
amendments thereto, shall consider: (1) The

12-2
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gy Fematning natural gas in place in the property sought to be appro-
pnated end for such purpeses, for which purpose the appraisers shall
receive as prima facie evidenee of sueh ameunts evidence the findings of
the commission with reference therete to those amounts and evidence
based on professional engineering studies and presented by any interested

the value of

party; (2)froyalties for any oil produced or other mmemls recovered from

the premis ; (S)F_mmd

he annual leased value of the property for under-
ground storage of natural gas (the leased value of the storage formation);
(4) the value of pipeline and utility easements; (5) the value of surface

easements for pads or well site areas to be used for extraction, injection
and monitoring wells and other purposes; (6) the value of any surface

and

area used for roadways 17) lf fresh water is taken, the value of the water

()

ﬁ"}f there has been an uncompensated and unauthorized prior use
of the property by the petitioner for underground storage of natural gas,
the appraisers shall assign a value to such prior use based on the fair

, which shall be included in the award

rental value of the storage space!”

/The court. in its order granting a petition for the purposes of this
act, shall specify the amount of surface area covered by any dominant
easement being taken and shall describe the location of such easement. If
the proposal ofthr petitioner is to wash out a salt cavern for storage, the
order of the court shall include those measures that the petitioner must
take to protect frc sl water.

ctermines that the pf'flftoner
has compensated the pr : ¢ value assigned by the ap-
pmr’svrs to the petitioner's prior uncompensated and-upauthorized use of

z or una’ergmund storage of natural gas or th ¢

is fn'uf with thr petition; an

Joodl. I
IHCHIUC SUQLITTUUr ui'pcnquuuu

Sec. 4. K.S.A 55-1210 is hereby amended to read as follows: 55-
1210. (a) All natural gas which has previously been reduced to possession,
and which is subsequently injected into underground storage fields, sands,
reservoirs and facilities, whether such storage rights were acquired by
eminent domain or otherwise, shall at all imes be the property of the
injector, such injector’s heirs, successors or assigns, whether owned by
the injector or stored under contract.

(b) In no event shall such gas be subject to the right of the owner of
the surface of such lands or of any mineral interest therein, under which

\o

123
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1 such gas storage fields, sands, reservoirs and facilities lie, or of any person,

2 other than the injector, such injector’s heirs, successors and assigns, to

3 produce, take, reduce to possession, either by means of the law of capture

4 or otherwise, waste, or otherwise interfere with or exercise any control

5 over such gas. Nothing in this subsection shall be deemed to affect the

6  right of the owner of the surface of such lands or of any mineral interest

7 therein to drill or bore through the underground storage fields, sands,

8 reservoirs and facilities in such a manner as will protect such fields, sand,
lg L:ﬁ:g;sr:gd facilities against pollution and the escape of the natural & injector, such injector's heirs, successors and assigns shall l?ot lose title to
11 () Withregard to natural gas that has migrated to adjoining property or possession of such gas if such injector, such 1nj‘ect0r's heirs, successors
12 or to a stratum, or portion thereof, which has not been condemned as or assigns can prove by a preponderance of the evidence that such gas was
13 allowed by law or otherwise purchased: originally injected into the underground storage.
14 (1) The injeetor; sueh injeetor’s heirs, sueeessors and assigns shall not (2) The injector, such injector's heirs, successors and assigns, shall
15 lose title to or possession of sueh gas if such '“Teem'_; sninjector ; heiss; have the right to conduct such tests on any existing wells on adjoining
i? sueh . e o the e roperty, at such injector's sole risk and expense including, but not limited

geswa.seﬁgm&l}ymjeetedmtetheuﬂdergreﬂﬂdﬁmmge e " . '

18 (3) The injector; sueh injeetors heirs. sueeessors and assigns; shall to, the value of any lost production Qf other than the injector's gas, as may
19 have the right to eonduet sueh tests on any existing wells on edjeining be reasonable to determine ownership of such gas. Advance notlcle pf such
20 property; at sueh injeetors sole risk and tests shall be given to the owners of property rights comprising the

feason det | joining property in accordance with rules and regulations adopted by the
e o e ip of such gas : :gjrﬁigzgsgign Efild tjlfle tests shall be conducted on su%:h terms and conditions
as established by rules and regulations adopted by the commission.

‘ (3) The owners of property rights comprising the adjoining
26  be entitled to sueh eompensation: ineluding eompensation for use of or property

27  damage to the surface or substratun: a9 is provided by law. compensation

28 for the use of and damages to the surface and substratum

§
3
i
2
X
§

fﬁ
i

gg : if litigation New Sec. 5. (a) A person whose stratum or formation is acquired
31 ton-icend the m]eetefdees&&t pFevm-l for use for underground storage of natural gas and the owners of
32 /" (df The injector, such injector’s heirs, successors and assigns shall property rights comprising property adjoining any such stratum or

33 [ have the right to compel compliance with this section by injunction or formation shall be entitled to recovery of all costs and expenses,
24| other appropriate relief by application to a court ‘of competent including reasonable attorney fees, if litigation is necessary to enforce
35\_jurisdiction #- . . ' . 2 - 55-
5 2 S.A. 55,1203, 55-1204, 55-1205, 55-1208 or
Sec. X KS.A 55. 19 . 4 55,1510 any rights under K. 5 , 2 _
o o 24 521201, 551204, 55-1205 and 55-1210 are hereby 1210, and amendments thereto, and the injector does not prevail.

37 repealed.
38 Sec. B This act shall take effect and be in force from and after its

39  publication in the statute book. s 6
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HOUSE BILL No. 2045

By Committee on Utilities

1-19

AN ACT concerning underground storage of natural gas; amending
K.S.A_ 55-1201, 55-1204, 55-1205 and 55-1210 and repealing the ex-

isting sections.

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

Section 1. K.S.A. 55-1201 is hereby amended to read as follows: 55-
1201. As used in this act:

(a) “Underground storage” shall meen means storage in a subsurface
stratum or formation of the earth-.

(b) “Natural gas” shell mean means gas either while in its original
state or after the same has been processed by removal therefrom of com-
ponent parts not essential to its use for light and fuel:

(c) —Nahvegas—shnllmmngaswhehhmn&tbeenprewm&lyw&h—
drawn from the enrth:

td}  "Natural gas public utility” shall mean means any person, firm or
corporation authorized to do business in this state and engaged in the
business of transporting or distributing natural gas by means of pipelines
into, within or through this state for ultimate public uses.

(e} (d) “"Commission” shall mewn means the state corporation
COmMMmISSIOn.

(e) “Suitable for the u nderground storage of natural gas” means&

L]

Sec. 2. K.S.A. 55-1204 is hereby amended to read as follows: 55-
1204. (a) Any natural gas public utility desiring to exercise the right of
eminent domain as to any property for use for underground storage of
natural gas shall, as a condition precedent to the filing of its petition in
the district court, shall obtain from the commission a certificate setting
out findings of the commission:

(1) That the underground stratum or formation sought to be acquired
is suitable for the underground storage of natural gas and that its use for
such purposes is in the public interest;Ea'ﬂ _

(2) regarding the amount of recoverable oil and netive natural gas, if

strata or formations which, based on tests recognized by the
commission, are deemed by the commission to prevent or
substantially minimize the potential for natural gas to migrate to other

strata or formations

any, remaining therein in place in the stratum or formation/
(b) The commission shall issue no sueh certificate under this section

; and

(3) if the proposal is to wash out a salt cavern for storage,

‘those measures that the utility must take to protect the lease

HOUSE UTILITIES
DATE: £- 23—9('?

ATTACHMENT |2
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nntll after publie hf ring is had on applieation aﬂdﬁpﬁﬂfemeﬂﬂbleﬁohee

otice as provided by law is given to all interested
parties and a publzc hearing on the application is held in accordance with

L The commission, if it determines appropriate or necessary,

the provisions of the Kansas administrative procedure act. /

(c) Subject to the provisions of K.S.A. 55-143 and amendments
thereto, the applicant shall be assessed an amount equal to all or any part
of the costs of sueh any study and any proceedings conducted pursuant
to this secttan :

te} (d) All provisions of K.S.A. 66-106, 66-ITBa, 66-118b, 66-118c,
66-118d, 66-118e, 66-118;j and 66-118k er any, and amendments thereto,
shall be applicable to all proceedings of the commission under K.S.A. 55-
1201 te 551206 inelusive; and aets amendatery thereof or supplemental
through 55-1206, and amendments thereto.

téh (e) The state corporation commission shall remit all moneys re-
ceived by or for it for costs assessed under this section to the state trea-
surer at least monthly. Upon receipt of each such remittance, the state
treasurer shall deposit the entire amount thereef in the state treasury and
the same shall be eredited credit it to the conservation fee fund created
by K.5.A. 55-143 and amendments thereto.

Sec. 3. K.S.A. 55-1205 is hereby amended to read as follows: 55-
1205. Any (a) After obtaining a certificate from the commission as pro-
vided by K.S.A. 55-1204. and amendments thereto, a natural gas public
utility, having fiest obtained a eertifiente from the eommission as here-
inhefore provided. desiring to exercise the right of eminent domain for
the purpose of acquiring property for the underground storage of natural
zas shall do so in the manner provided in K-5-A- 26-501 to 26-516. inelu-
sive: The petitioner shall file the ecrtifiente of the eemmssion as a part
of its petition and no order by the eourt pranting said petition shall be
awarding damages hereunder shall alse take inte eonsideration the emi-
nent domain procedure act (KS.A. 26-501 et seq. and amendments
thereto), except as otherwise provided by this section.

(b) If eminent domain proceedings are brought pursuant to this sec-
tion to condemn property located in two or more counties, the proceedings
shall be brought in the county where the greatest port:on of the property

ﬁuﬁ-bru-\‘emhnld tntemtjﬁ&mhwkfhmmrd’«haﬁ-be- (ﬁ@amga&-m

an-anmn&aq-ml—le—é@foalue of the amounts of recoverable oil and rative

may require an independent study to be conducted to assist the
commission in determining whethera stratum or formation is suitable
for underground storage of natural gas.

A copy of the order of the commission certifying a stratum or
formation as suitable for underground storage of natural gas, and
delineating the area comprising the same, shall be filed in the office
of the register of deeds of each county where any portion of the
storage area is located. The costs of such filing shall be assessed as

a cost of the proceeding.

(c) If the interest condemned in a proceeding pursuant to this
section is a leasehold interest, the term of the leasehold shall continue
until the underground storage facility is abandoned pursuant to K.S.A.
55-1208 and amendments thereto.

(d) In ascertaining the amount of compensation and damages
to be awarded in an eminent domain proceeding brought pursuant to
this section, the court, in addition to the factors specified by K.S.A.

26-513 and amendments thereto, shall consider: (1) The /

13T
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gus eemaining natural gas in place in the property sought to be appro-
priated end for sueh purpeses, for which purpose the appraisers shall
receive as prima faeie evidenee of sueh amounts evidence the findings of
the commission with reference thereto to those amounts and evidence
based on professional engineering studies and presented by any interested

—the value of

party; (2V/royalties for any oil produced or other minerals recovered from

payments based on fhe annual leased value of the property for under-
ground storage of natural gas (the leased value of the storage formation);
(4) the value of pipeline and utility easements; (5) the value of surface
easements for pads or well site areas to be used for extraction, injection
and monitoring wells and other purposes; (6) the value of any surface

the premiseq, to be ;aid to the owners of the mineral rights; (3) annual

\; (3) if the interest condemned is a leasehold interest,

and

area used for roadways;r(}j if fresh water is taken, the value of the water

eyl e wamegr Preop & it o,

(e)

If there has been an uncompensated and unauthorized prior use
of the property by the petitioner for underground storage of natural gas,

the appraisers shall assign a value to such prior use based on the fair
rental vglue of the storage spacd’

, which shall be included in the award

The court, in its order granting a petition for the purposes of this
act, shall specify the amount of surface area covered by any dominant
easement being taken and shall describe the location of such easement.

domain Jortlig purposes provided by this act unless: (1) I ertificate
of the commission i¥yued under K.S.A. 26-1204 gad-fmendments thereto
ts filed with the petition; and tHfetermines that the petitioner
has compensated the propep ¢ value assigned by the ap-

praisers to the petition®7's prior uncompensated amdugguthorized use of
the pr or underground storage of natural gas or il ¢ award
I I Te.

Sec. 4. K.5.A. 55-1210 is hereby amended to read as follows: 55-
1210. (a) All natural gas which has previously been reduced to possession,
and which is subsequently injected into underground storage fields, sands,
reservoirs and facilities, whether such storage rights were acquired by
eminent domain or otherwise, shall at all times be the property of the
injector, such injector’s heirs, successors or assigns, whether owned by
the injector or stored under contract.

(b) In no event shall such gas be subject to the right of the owner of
the surface of such lands or of any mineral interest therein, under which

\o
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such gas storage fields, sands, reservoirs and facilities lie, or of any person,
other than the injector, such injector’s heirs, successors and assigns, to
produce, take, reduce to possession, either by means of the law of capture
or otherwise, waste, or otherwise interfere with or exercise any control
over such gas. Nothing in this subsection shall be deemed to affect the
right of the owner of the surface of such lands or of any mineral interest_
therein to drill or bore through the underground storage fields, sands,
reservoirs and facilities in such a manner as will protect such fields, sand,
reservoirs and facilities against pollution and the escape of the natural gas
being stored.

+ () With regard to natural gas that has migrated to adjoining property
or to a stratum, or portion thereof, which has not been condemned as
allowed by law or otherwise purchased:

(1) The injeetor; sueh injeetor's heirs; sueeessors and assigns shall not
lose title to or pessession of such gas if sueh injeetor; such injeetor’s heirs,
sueeessors of assigns ean prove by a preponderance of the evidenee that
te;thevalﬂeefaﬂyles%pfedueﬁanefeﬂaerdaﬂﬂtheiﬂjeete#sgaﬁ;&s
maybefemeﬂ&bletedeterminemeﬁ-hipefsuehges ta

1

3 (2) The(ow ,
be entitled to sueh eompensation; ineludiag eompensation for use of or
damuage to the surface or substratum- as is provided by laws compensation
for the use of and damages to the surface and substratum and shall be
entitled to recovery of all costs and expenses, including reasonable attor-
ney fees, if litigation is necessary to enforce any rights under this subsec-

injector, such injector's heirs, successors and assigns shall not lose
title to or possession of such gas if such injector, such injector’s heirs,
suiccessors or assigns can prove by a preponderance of the evidence
that such gas was originally injected into the underground storage.
(2) The injector, such injector’s heirs, successors and assigns,

shall have the right to conduct such tests on any existing wells on
adjoining property, at such injector's sole risk and expense including,
but not limited to, the value of any lost production of other than the
injector's gas, as may be reasonable to determine ownership of such
gas. Advance notice of such tests shall be given to the owners of
property rights comprising the adjoining property in accordance with
rules and regulations adopted by the commission and the tests shall
be conducted on such terms and conditions as established by rules

and regulations adopted by the commission.

e“’W owners of property rights comprising the adjoining property

tion (c) end the injeetor dees not prevail

(d) The injector, such injector’s heirs, successors and assigns shall
have the right to compel compliance with this section by injunction or
other appropriate relief by application to a court of competent
jurisdiction. _

Sec. 5. K.S5.A. 55-1201, 55-1204, 55-1205 and 55-1210 are hereby
repealed. .

Sec. 6. This act shall take effect and be in force from and after its
publication in the statute book.

and the injector does not prevail
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