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MINUTES OF THE HOUSE COMMITTEE ON UTILITIES.

The meeting was called to order by Chairman Carl D. Holmes at 9:11 a.m. on March 24, 2003 in Room 526-S
of the Capitol.

All members were present.

Committee staff present: Mary Galligan, Legislative Research
Dennis Hodgins, Legislative Research
Mary Torrence, Revisor of Statutes
Jo Cook, Administrative Assistant

Conferees appearing before the committee: None

Others attending: See Attached List

Chairman Holmes announced that the Conference Committee would be meeting next week. Additionally,
since this was our last scheduled committee meeting, the members should take their committee folders.

Sub SB 104 - Prior determination of rate-making principles and treatment

Chairman Holmes opened the debate on Sub SB 104. Representative Sloan distributed a balloon amendment
(Attachment 1). Representative Sloan moved to adopt the balloon amendment. Representative Neighbor
seconded the motion. Motion carried. Representative Dillmore moved to amend page 2, line 19 to include
the words ‘have implemented.” Representative Ward seconded the motion. Motion failed. Representative
Krehbiel moved to reinstate language stricken from page 1. line 43 and page 2, line 39, restoring the 180 day
deadline. Representative Dreher seconded the motion. Motion carried. Representative Sloan moved to
recommend Sub SB 104, as amended, favorable for passage. Representative Reitz seconded the motion. The
motion carried. Representative Neighbor will carry the bill.

SB 51 - Prohibiting the exclusion of excessive emplovee compensation (" golden parachutes') in public
utility rates

Chairman Holmes opened the debate on SB 51. Representative Sloan distributed a balloon amendment
(Attachment 2). Representative Sloan moved to adopt the balloon amendment. Representative Ward
seconded the motion. Motion carried. Representative Krehbiel moved to reinstate the words ‘publicly traded’
on page 3. line 8. Representative P. Long seconded the motion. The motion failed. Representative Sloan
moved to recommend SB 51. as amended, favorable for passage. Representative Reitz seconded the motion.
The motion failed.

Chairman Holmes thanked the committee for their work this session.

The meeting adjourned at 10:24 a.m.

Unless specifically noted, the individual remarks recarded 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
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Substitute for SENATE BILL No. 104
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B).' Committee on Utilities

{3

T 2-21 70}

0 AN ACT 1"@1-.1l'il'l_g to pilb]i{: ntilities: concerning prior determination of :3

10 r:uc—!—nmkiug l‘n'.inc'ipltes and treatment l.}}f the carporation connmission, g: Q

11 )

12 Be it enacted by the Legislature of the State of Kansas: k) b‘_ —
13 Section 1. i{a} As used in this section: CS ~N =
14 (11 “Commission” means the state corporation commission: D & %
15 (2) “econtract” means a pubh’c utility’s contract for the purchase of AS| m E
16 electrie power in the amount of at least $5,000.000; s
17 (3) “eenerating facility” means any s\!t'c*tnc renerating plant or im- E <<
15 prt':wmvnt to 0\1~r1lw a'mwmhon - i i‘wliltu‘s < [t:
5 - ; AR <
91 s ansmission fs ‘llmau /(4)

a3 5 “stake” means a public utility’s whole or fractional ewnership

23 share or leasehold or other proprietary interest in a generaling facility or (5)

0. -

}
{  transmission facility: and

a5 E_E)—fﬂ “publie ntility” has the meaning provided by K.S.A. 66-104, and :
26 amendments theretol— ; and

27 {b) (11 Prior to undertaking the construction of. or participation in, (6) “transmission facility” means: (A) Any existing line, and supporting
:3 ‘Er:‘t t“ ‘“:“““““‘;‘:“ ‘l“"t“ P”l’[“:‘l ”‘“]“t“”‘-“l\"]: with “’:;‘)Z”““;“t““‘“l‘j structures .and equipment, being upgraded for the transfer of 115 kilovolts or more
9 a petition for a determination of the mate-making principles and treal- o ¢ electricity; or (B) any new line, and supporting structures and equipment, and

30 ment, as propesed by the public utility. that will .!l)])l\ o the recovery in ! ) X -
appurtenances being constructed for the transfer 230 kilovolts or more of electricity

31 wholesale or retail rates of the cost to be inenired by the public ntl]m to
32 acquire such publie utility’s stake in the transmission acility dunllﬂ‘ the
33 expected useful life of the transmission facil ity.

RE i2)  The commission shall issue an order setting forth the rate-making
35 principles and treatment that will he applicable to the public utility’s stake

36 in the transmission facility in all rate-making proe eeclings on and after
37 such time as the transmission facility is pl&oc'cl in service or the term of
35 the contract commences.

34 {3) The commission in all proceedings in which the cost of the public
40 utility’s stake in the transmission facility is considered shall utilize the
i1 rate- uml\ml;' principles and treatment dl)l!]lt.‘db](' to the transmission
42 facility.
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(51 Ifthe commission does not have jurisdiction to set wholesale rates
for nse of the tansmission facility the commission need not consicder rate-
malking principles and treatment for wholesale rates for the transmission
facility.

{e) {1} Prior to undertuking the construction of, or participation in.

Irl—(»:gff{*llf_’l ating facility or prior to entering into a new contract. apublie
utility may file with the commission a petition for a determination of the

rate- mal-.mg iJll]lCl]_J][‘\ and treatment. as pwpoqml |1\ the [ blic: uhhtv
that will apply to recovery in wholesale or retail rates of the cost to be
incurved by the public ul}hh to sequire such public utility’s stake in the
venerating facility during the expected useful lite of the generating facility
or the recovery in rates of the contract during the term thereol,

(2} Auny utility seeking a determination of rate- making principles and
treatment under qnhqs‘ctmn {e)(1) shall ns a part of its filing submit the
fu]!owmrf mfmnmllun (A\ A descrlptlrm of the pubhc utllm sE*ma—

ﬂgﬂﬂ?ﬂﬁ%ﬁ%ﬂtllt’ publle lltl]l{\ § len-year g wc’nomtmn and lmd fore-

easts; and Y a deseription of all power su])p!v alternatives considered

to meet the pub[l( utility’s load requirements.

(3} In considering the public utility’s supply plan. the commission
may consider il the pul)hc- utility issued a request {or proposal from a
wide andience of participants wﬂlmg and able to meet the needs identi-
fied under the public utility’s generating supply plan, and if the plan
selected by the public nuhu is rodsr:rmbi(-‘ reliable and efficient.

{4)  The commission shall issue an order setting forth the rate-making
principles and treatment that will be applicable to the prblic utility's stake
in the generating facility or to the contract in all rate-making pmoeedmﬂs
on and after such time as the generating facility is placed in service or
the ternn of the contract commences.

(5) The commission in all proceedings in which the cost of the public
utility’s stake in the g@ummmg facility or the cost of the purchased power
nnder the contract is considered shall utilize the rate-making principles
and treatment applicable to the generating facility or contract.

@4%%1%&%&1@%%@%@9%%%&&%
obthe-date a-petitiontforu-de i "pie&»maé

tfe“&wl%w%iﬂmw@—JMWMMth
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(4) The commission’s decision on the petition shall apply to only the issues and
estimated expenditures specifically contained in the petition. Any additional issues
and expenditures that are identified subsequently shall be considered by the
commission in separate proceedings.

_~demand side management and conservation programs on which the public utility

and its customers receive a return over the life of the program that is greater than the
program’s implementation and administrative costs; (B)

©
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il The pnhl:c utility \]ml] have one yer ar hom the t*ﬂom\ ‘e clate ni"
the datermination of the comnmission to nouh the commission whether
it will construct or participate in the construction of the generating or
transmission facility or whether it will perform under terms of the
contniet.

fe) If the public ntility notifies the commission within the one-year
]mncﬂ that the pul)[t( nhhtv will not construct or ] 1rt1c1l1.1tr> in the con-
strnetion of the generating or transmission Emhw or that it will not per-
form under the terms c;f ‘the contract, then the determination of rate-
“m]\mu— pmit 1]1]0& llmt.u.mt to subsection (h) or [c" shall be of no further
force or effect. shall have no precedential value in any subsequent pro-
ceeding, and there shall be no . adverse presumption .'tpphod in any future
procee chng as a result of such notification.

iy 1f the public ntility notifies the commission under snbsection (d}
that it will construct or participate in a generating facility or purchase
power contract and snhf:equentl\ does not, it will be 1'oc[uued to notify
the commission immediately and file an altemative supply plan with the

conmission per subsection () within 90 tlavs,

See, 2 This act shall take effect and be in force from and after its
publication in the statute book.

(6) The commission’s decision on the petition shall apply to only the issues and
estimated expenditures specifically contained in the petition. Any additional issues
and expenditures that are identified subsequently shall be considered by the
commission in separate proceedings.
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Az Amended by Senate Commiltee

Soarins of A0
SENATE BILI No. 31
By Senators Bunten and Clark

[-22

AN ACT coucerning, lmbli(' ntilities: l'nlating to cortain mnp]o}"@@ Cont-
pensation: prohibiting inclusion in rates.

Be it enacted by the Legislature of the State of Kansas:
Section 1. (a) As used in this section:

HOUSE UTILITIES
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SB 531—Am. 5

state corporalion
(2} “Public otility”
amendments thereto.
(3) “Compensation” ha® the same eaning as provided by 17
CIR 229,402, as+4meffect on July 1. 2003, ormydater version as
establishedTn rules and Jegﬂhhmm adopted by the 372 I rPera-

l(”’Ll. lJlI’[!Jll"I‘Hlll

(hY No pul.:lfc wtility pmndmg excessive compensation to any em-
plovee shall recover the value of the excess from the utility’s ratepavers.
{e) The state corporation cormnmission shall allow a puhhc' atility to
recover {rom ratepayers only that employee compensation, mcludma
compensation of executives and senior management employees, which

the commission f]ndsE—

B4 s ;lastlﬁed b\ the pmdncf.n ity, cost savings. quality of service,
over: I perfonn.ulw ‘and Rnancial t‘ondihml of the H{Illl‘,E"

t@slupnugd—
{ o -anek

e
o

e

(1) “Affiliate” means any of a utility’s affiliated interests, as defined in K.S.A.
66-1401, and amendments thereto.

(2) “Compensation’ has the meaning provided by 17 C.F.R. 229.402, as in effect
July 1, 2003, or any successor to regulation which the commission adopts by rules
and regulations upon a determination that such successor regulation accurately
reflects actual compensation.

(3) “Excessive compensation™ means compensation which cannot reasonably be
included in a utility’s rates, as provided by rules and regulations adopted by the
commission.

(4) “Executive officer” means any person whose compensation is required to be
disclosed pursuant to 17 C.F.R. 229.402, as in effect July I, 2003.

(5) “Public utility” has the meaning provided by K.S.A. 66-104,
amendments thereto.

and

(62 g mmgg
(d\ The state c‘m‘pomt]on commission shall review compensation of a
Pubhc ﬂulih s @mph}\ ees as a part of any p:‘oc‘oeding before the com-
mission which may result in en-inerense a change of the utility’s rates.
The comimission shall deny recovery from ratepayers that amount of the
value of any compensation which the commission finds is excessive com-
pensation or does not meet the conditions stated in subsection (c), by
exchuding that smount from the utility’s cost of service, or othenwise ex-
cluding it from rates. Whether shareholders have approved the compen-

and by such other factors as the commission deems appropriate
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1

sation in guestion shall not be considered by the commission in deter-
}mmng whether m111p91151tf0n is excessive (‘onllmnsulmn A lml}hc uhhl’v
shall have the burden of proving that compensation of current, former
and departing emplovees, including compensation of executives and sen-
ior management employees, is not excessive compensation and that snch
compens: ation meets the conditions stated in subsection {c) hefore recov-
ery of such compensation shall be allowed in rates.

e AEH : ublic utility shall file a clear. concise and
understandable disclosure statement on or before April 1 of cach
year uwh the state co pm'ﬂrmn conunission dise fmmgW

y ditgf(oor the preceding
mlcrm’m f}'(’(HL_;Ii(’ d:-rc'lmm'e statement :w;urr'c*rl to be filed under

this subsection shall be open for fuspection by any person in ac-
cordance with K.5.A. 45-215. and amendmentis therelo,

te (f)  Any federal or state tax linbilities of any emplayee or public
utility for compensation considered excessive under this section shall not
reduce the atmount that is to be excludec from the ntility's cost of service
or othenwvise excliuded from rates. '

&8 (g) The provisions of this section shall apply to any proceedings
pending before the state corporation commission on the effective date of
this act and to all proceedings filed with the commission on or after that

date.
th) The state corporation commission mury rrdnpl’M

rules and regulations (o implement the provisions of this section.
Sec. 2. This act shall take effect and be in force from and after its

publication in the statute book,

: (1) The compensation of each executive officer of the utility, each executive
officer of each affiliate, each member of the board of directors of the utility and each
member of the board of directors of each affiliate; and (2)the percentage of such
compensation included in the utility’s rates



