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Date
MINUTES OF THE HOUSE ENERGY AND UTILITIES COMMITTEE

The meeting was called to order by Chairman Carl Holmes at 9:00 A.M. on March 19, 2007 in Room 241-
N of the Capitol.

All members were present except:
Oletha Faust-Goudeau-excused
Vaughn Flora-excused

Committee staff present:
Mary Galligan, Kansas Legislative Research
Dennis Hodgins, Kansas Legislative Research
Renae Hansen, Committee Assistant

Conferees appearing before the committee:
Senator Chris Steinegar
Tom Thompson, Sierra Club
JR Russell
Shirley Mingin
Dave Little fiend
Julius Novak
Domingo Soto
Don Gray
Mike Taylor
Kimberly Winn
Cindy Cash
Colin Hansen
Senator Mike Peterson

Others attending:
Forty including the attached list.

Hearing on:

SB 2576 Regulation of Kansas City Broad of Public Utilities by state corporation commission.

Proponents:

Senator Chris Steinegar, (Attachment 1), offered testimony in support of HB 2576. Additionally, attached
to his testimony were newspaper clippings from the present to 15 years in the past. He noted that there was
documentation in the files of the Kansas Museum of History substantiating 50 years of this abuse happening
at the Kansas City Board of Public Utility.

Senator David Haley, spoke in favor of HB 2576. He noted that the Senate was asking for a consistent
oversight of the rate making process.

Tom Thompson, Sierra Club, (Attachment 2), gave testimony in support of HB 2576. The Sierra Club
supports the Board of Public Utilities being subject to the Kansas Corporation Commission regulations
concerning rates, charges and terms and conditions of service.

JR Russell, Wyandotte County attorney, spoke in favor of HB 2576. He noted there is no reason why the
KCC should not oversee the rates that the Kansas City Board of Public Utilities charges.

Wyandotte resident Shirley Mingin, gave testimony noting that the average fixed income citizen could not
afford the continuous increase in prices of public utilities.

Dave Littlefield, (Attachment 3), gave testimony in support of HB 2576.

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 Energy and Utilities Committee at 9:00 A.M. on March 19, 2007 in Room
241-N of the Capitol.

Domingo Soto, (Attachment 4), offered testimony in support of HB 2576.

Questions were asked and comments made by Representatives: Rob Olson, Vern Swanson, Margaret Long,
Tom Sloan, and Don Myers.

Opponents:

Representative Mike Peterson, (Attachment 5), gave testimony in opposition to HB 2576. He noted that
Senator Steinegers efforts are well intended, but premature in nature.

Representative Stan Frownfelter offered testimony in opposition to HB 2576 noting that this issue should be
in the hands of the voters and not the Legislature. He believes that the new administration in the BPU should
be allowed a chance to make decisions that would change the way things have worked in the past.

Don Gray, General Manager, Kansas City Board of Public Utilities, (Attachment 6), gave testimony in
opposition to HB 2576. He gave an explanation of the way that the KC - BPU works as an entity, noting that
as a public utility they have mandatory rate hearings open to the public. He noted that in his testimony are
other comments by David MacGillivray, Chairman, Springsted Incorporated, and Kathy Peters, Kutak Rock,
LLE.

Mike Taylor, United Government Public Relations, (Attachment 7), offered testimony in opposition of HB
2576. Within Mr. Taylor’s testimony were a list of several levels of control and oversight that KC-BPU is
subject to currently.

Kimberly Winn, League of Kansas Municipalities, (Attachment 8), offered testimony in opposition to HB
2576 noting that HB 2576 opens the door to KCC jurisdiction over municipal utilities, and the League of
Kansas Municipalities must therefore be opposed, as it takes away the authority of the local elected officials.

Cindy Cash, President and CEO, KCK Chamber of Commerce, (Attachment 9), offered testimony noting the
Chambers’ lack of support to HB 2576. She noted that the Kansas City Chamber was not made aware of this
bill or the amendment to HB 2032 before it was brought to the Legislature.

Colin Hansen, Executive Director, Kansas Municipal Utilities, (Attachment 10), presented testimony strongly
in opposition to HB 2576. Kansas Municipal Utilities believes that the issues of local utilities are best
handled at the local level. He also was opposed to the manner in which this legislation was amended in the
Senate, compromising the base bill that was four years in the making.

Representative Tom Burroughs, spoke in opposition to HB 2576, and noted BPU’s commitment to service
to the people of Wyandotte county. He also noted that the cost of using the KCC as an oversight entity would
be very expensive, compared to the current mode of oversight.

Questions were asked and comments made by Representatives: Peggy Mast, Vern Swanson, Annie Kuether,
Cindy Neighbor, Vaughn Flora, Tom Moxley, Bill Light, Tom Sloan, Judy Morrison, and Carl Holmes.

The hearing on HB 2576 was closed.
The next meeting is scheduled for March 20, 2007.

Meeting adjourned.

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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STATE OF KANSAS

STATE CAPITOL BLDG , ROOM 181-E
TOPEKA. KANSASE B6E12-1504

CHRIS STEINEGER
SEWATOR SIXTH DISTRICT
515 64TH ST
KANSAS CITY, FANSAS BE111

1913 2B7-7636

stemneger @senale.slale.ks.us

SENATE CHAMBER

BPU Oversight Amendment

- HB 2032 puts the Board of Public Utilities (BPU) under the jurisdiction of the
Kansas Corporation Commission (KCC), allowing them to regulate and oversee
their expenditures, budget and utility rates.

The BPU has spent millions of rate-payers dollars sponsoring races and
purchasing suites at the Kansas Speedway, they have given their relatives plum
jobs and contracts, and they have dined at the Savoy Grill and at the Golden Ox.
They spend more of our money on their lunch then anyone in Wyandotte county
spends on a months worth of groceries.

The people of Wyandotte county are disgusted with the latest round of scandals
by the BPU. This behavior has gone on for years and the BPU has done nothing
to correct it. The BPU needs adult supervision.

ENERGY AND HOUSE UTILI TIES
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By KAREM DILLON
The Kansas City Star

Al Jeast 15 upgrades at power plants operated
by the Board of Public Utilities of Kansas City,
Kun,: may have violated federal clean air la\‘vs ac-
cording to a confidential BPU document, '

_On Friday, a Jackson County judge barred The
Ransas City Star from publishing an article
based on the document and ordered Lhe
per and The Pitch news-
weekly to remove articles
from their Web sites,

But on Tuesday the Mis-
souri Count of Appeals
Western District ruled that
the order was unenforce-
able, swhich had the efiect of allowing publication

The document. obtained from an zmnn)'mqu;
source by 'J'?lc Star, was prepared in 2004 by an
attarney to fay out for BPU the risks of penalties
l;;;:xedli;\ﬁrnnmenm! Trotection Agency. 1y ex-
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APProves
hig boost
in salary

—_—
+—— by MARE WIEBE
" TThe Knnsas Cluy Sior

Members _of the Kansas City,
¥an—Bourd of Public Udlides
nearly gl T fheir_salary Al

their meeting Wednesday eve-
Dinp—=En_tough 1he ssue did otz E o A0

not ia_‘EEv_a.r op the apenda. .
er & brief discussion near the

end of the meeting, the board voi-

ed 4-2 to increase the monthly pay

of members from 5250 to 5950.
Board members already are eligi-
ble for the BPU's health insurance
coverage.

The action marked the board's
first pay increase since 1983, spo-
keswoman Susan Allen said

Although the board did not dis-
cuss when the increase will take
effect, BPU anorney Marc Conklin
said it was his assumption the in-
crease will begin next month.

The issue of more pay was
raised ar a budget retreat Dec. 4.
According to minutes from the
meeting, board president Jim
Head appointed members Mary

# Gonzales and Mark P. Jones to re-
search it and report to the board
The board had not discussed the
issue since then, Allen said.

junes made & motun for Qe pay
wmicrease Wednesday danng & pe-
riod of the meenng reserved for
poard comments, Little discussion
followed Board 1nember Loretis
Colombel noted that she works
about 25 hours ¢ weeb on BPU
maner: and calcwated tat even
with the increase her pay would
amount W gbout 3450 an how.

Board member Hoben L Milan
Sr.joined Junes, Columbel and
Head in votng lor the increase.
Gonzales and buard member John
Peuey voted against it

As the bourd humed inlo an ex-
ecutive session 1o discuss & sepa-
rate issue, Jones said that, based
on his research, the incresse

brought the board's salary in line
with that of other public utlity
hoards.

Gonzales said she could not
support such a large increase.
Gonzales. also conceded that she
*didn'l do a very good job" of re-
searching the issue, adding that
she didn't know the issue would
“come up unl just before Wednes-
day’s meenng.

Perey said that he might have
supported a more modest in-
crease but that this one went 100
far, He noted that mes! commis-
sioners for the Unifisd Govern-
ment of Wyandore County and
ansas City, Kan., made 51,000 2
monti.

"We spend a lor of dme, but not
as much as they do for their
51,000, Peniey saic.

To reach Mark: Wiebs, Wyandone
Counry governmeni reporter, call
[816) 234-5995 or send e-mail 10
nuwielbe@lostar.com

'BPU weighs

‘nepofism rule

Policy would prevent
close relatives from
working for the utility

by MARRK WIEBE
The Kansas Gliy Stur

Members of the Board of Public Utilities dis-
cussed a proposed nepotisin policy last week that
would prohibit close relatives of board members
and the general manager from working at the uli-

ty.
If implemented, however, the palicy would not

gﬂgﬁt’hﬂaﬂglnpr of GERPEAT Ty e Leuh
areett and the son of board member Loretia
Lgl%%nil TFrom continuing (o work as BPU employ-
ses. w@a@gf@ﬂ
clanse. Nor wou the palicy apply Lo aggelt’s
wife, who_performs contract wor tor the BPU
Through anothe Ioyer.

Tristina Daggett, the general manager’s 24-year-
ofd daughter, was hired o Apey o5 20 220 2P
1al scientist. Her s 1s 549,000 a vear.

Teilh Colombel, 37, was hired in May to work as
ameerreader for 536,000 ayear

See BPU, Page 10

BPU Could Face Thousands In Fines

A conj?idential report reveals the utility didn’t follow feder:
pollution regulations when upgrading its plants.

By Justin Kendall

Published: March 1, 2007
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PERFORMANCE AUDIT REPORT
Legislarive Division of Post Audit
February 2005

The Board of Public
Utilities Puaid for

fts Use of Facilities
At the Speedway and
The Ballpark

Sponsor ‘BPU 200"
at Kansas

$150,0600.00 Speedway

Including:

- 32-person racetrack
suite

- 200 general admission
tickets

- 200 tickets to
qualifying race

During the audit, people pointed ouf to us that the Board also had
access to suites and hospitality tents. Our review showed that

in 2001, 2002, and 2003, the Board paid between $150,000 and
$185,000 to sponsor a race called the “BPU 200.” That sponsorship
included access to a 32-person suite at the Speedway, 200 general
admission tickets to the race event, and 200 tickets to the qualifying
event the night before.

The Board also.has purchased access to a 100-person hospitality tent
at the Speedway for §15,000 during each of the past 4 years, and 400
race tickets (100 tickets each for 4 separate races) for slightly more
than $20,000.

According to Board officials, they also acquired access to a 20-seat
Ballpark suite for every other home game as part of an agreement
in which they paid $35,000 to become an advertising sponsor for a
scoreboard at the Ballpark. The Board provided us with proof of
payment for these facilities.

100-person
hospitality tent at
$60,000.00 the races

$20,000.00 400 race tickets
Sponsor T-Bones
$35,000.60 Games
Including:
- 20-seat ballpark suite

for every other home
game

=

TOTAL over 4 years:

$265.000.00
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MG@ 000 has been spent on gifts, parties,
ewelry and cruises for employees since 1985.

iy EAREN DILLON
wH Writer

Since 1985, the Board of Public
hilities in Kanses City, Kan., has
pent mearly $2040,000 rcwznrdmg
s most loyal employess with

peo-bar dinner partizs, riverboal
ruises and diamond-siudded jew-

Iry.

The board's practice of of’&nng
ervice awards eppears 1o be the
nost lavish among the metropoli-
an amea's public and private

tilities — and within its own

municipal govcmmcnt

When other public workers in
Kansas City, Kan., are honared at
annual functions for their years of
public service, the typical farc is
cookies, Kool-Aid and a coffee
mug or other tokens of the city’s
appreciation, delivered a1 a City

“Hzll reception with Council

members.

Bertt-Matthews, city personnel
director, was surprised this week
1o learn that this year's annual
BPU bash aboard the Hverboat
America was budgeted a1 325,000,

earnSs am%h rewa

He said about 7,000 hﬂd‘: been
set aside this year to honor city
cmployees.

“There is 2 line as 1o the fiscal
rcsponmbilny csp::cml]y since
we're HiEd into taies,” Matthews
said,

“This year's nverboal party
follows a recent BPU proposal 10
raise electricity and waler rates
this year and next. If approved
this summer, the new rates would,
by January 1994, add nearly §10=
month 1o the average rr:smlmual
customer's monthly bills.

_Additional proposed rate -in-

- creases, some as high as 10
" pefeent in 2 single year, have been

plotlad by uhlzly plﬂnncrs th:mugh .

ewa wrde

ANNUAL LOSS PUT AT $100,000

BPU HAS BEEN

BPU spokesman Karcn Ford

T AT B

the year 2010 in anticipation of said the Ulili
construction of new water and annual emp
electric generating plants. 1970=. The [
Dcspite  the proposed rate  ed around |
increases, BPU - President ncarly went!
Clerence DeGraeve justified the resumed in
expense of the annual employee  finances -1
pary as “a morale booster.” About -'900
He said, *] worked at Snfcway employed by
stores for 41 years, and they had “We depe
" the same thing. [ think it helps work force o
productivity. We ' jusj think it's said. “Every
good for the employees.” here with us
The BPU is a city agency, but it us.” .
operates .independenty under its 7 After each
elected board of directors and i3~ BPU emplo;
funded almost entirely by its rate  annual part;
_structure. guest - -

e

x5

ite increase out of

UNDERCHARGIN(
SOME CUSTOMER

Utility will start billing them in January
according to its standard practice, but won't

to collect back payments.
By MARK "
The Kansas ©

The Kansas CI[) Kan, Board of Public Utilities has
undercharging dozens of waler customers, some [or de
Most of the anL breaks went (o businesses.

The prnm(_e which the BPU only recently revealed, 1
sulted in annual losses Lo the utility of about £100,000, ar

ing to a rough estimate.
Utilty smhc-nmmm Susan Allen said Lhat some et
ers, mostly businesses, were undc.u_nax{,cd for "many

and whers for "a few vears” One particular custom

Rufing: KCK vty
violated civil nghts

KANSAS CITY, Kan — A federe
sgency hae ruled that a city otlit
violated the cvil rights of lour em
phoyess by Investigaing them fc
possible e to lerTorist organic
tions aftzr the World Trade Cenle
bombing In 1581

Then Board of Public Utltie
Gen=tal Manager Terry Drake o
dered investigations of severzl fo
sdenrpOrn employses soon fter the
faml bombing b New Tork

The employees, nafives of Iraqg

znd lran, learnod of the lovestige-

bmlma romtuctead hu Tha

POl P

Trim spending before
seeking bigger fee for
water, residents say.

By ANNE LAMOY

S@EM Writer

custon

Customers asked the Kansas
Cg‘r:, Kan., Board of Public Utili-
lies on WCCiI']CSd-:I‘r to reconsider
rdifing waler rates. nearly 60 per-
cent over the next three Years

szmr: and again, customers at a
piiblic hcnrmg said the utility
sl]ouid tighten its belt belore rais-
Ing rates o puy for o new water
lr}tulmv‘:m plant.

“Gentlemen, | want you o use
discretion in vour spending,” said
Warren Liston of Kansas City,

Fan. “People ure concerned thot
the spending is out of hand.”

Ed Lee, alse of Hansie iy
Fan., smd: "1 dont Ih..ﬂ the aic

the 3 re aski ing for iz

Teason

able. 'l

£o a}csmz W m ¢ little ruise. but not
60 percent.’

John Feeback, the only BPU
board member who attended the

evening nearr

thized with

“E Eﬂw"‘e ﬁﬁﬁmk the IB.’[C
“they're asking for is*
-reasonable. I'll go a]ong
- with alittle mse but
“not 60 percent.”

- Ed Lee, Kansas City, Kan.

1S ‘E@f@

about higher water m{c 5

S und_f‘rshmd. I've lived in this
community all my hife,” he told the
20 audience members. WL Te (ry-

ing 1o cul anywhere we cun.,

- Two hearings, one in the morn-
ing and one in the evening, were
held at the uulity’s headquarters at
100 Minnesota Ave . Kansas City,
Kan. B

Under considerut
rendently e}

Lo Tawse aver

on by the inde-

willer

ape
rates by 54.9] next year, 54,062

m(m!h]_\

1997 and 52 1998
eruge lﬂ-’:r:;: s

ent from th
utility

6!n Those av-
are shightly CL]IT"

estimated increnses
h,-,-‘:. ais previously un-

i 1 dlear A s .t
rd will decide wheinsr to

Od]

rajse the rates after holdin
er hearing for large cor
wuler users in November,
The BPU wants the rate
to Nnance a $42 millic
plant and to pay increasin
ing costs. The propose
would be at 55th Street al
mson Road, southwest
Nearman Creek Power St
About 55 percent of
posed rale increase 1 nece
shore up water departm
enues, which have dropp
cent yeurs:partly because
lavion loss in Kansas City,
.Tl_m new plant will augs
diminished operations at
100-year-old Quindaro
which was raviged during
Nood. }
Even o the utility bo
proves the rale increase, it

apposition from the Fan
rain,, City Counel
B ‘
Farher this month
Tom Bruns ashed Tor an
independent examiion |

auons.
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105,

However, Allen said the utility
uld not determine why the
stomers were undercharged.
“We don't know how it came
out,” Allen said. "And it prob-
by came about [or different
stomers  for  different rea-
ns.”

Allen stressed that the BPU
ses nol suspect wrongdoing or
:liberate violations of a billing
olicy. However, she said it was
nssible that some employee or
mployees may have changed
12 way these customers were
illed to relieve the "administra-
ve burden” on them.

But the truth is, she said, “we

don't know why it was done.”

Allen said that 75 cuslomers
— including 50 commercial and
16 industria) customers —would
receive letters this week notify-
jng them that they had been un-
dercharged and that the utility
in JTanuary would begin billing
them according to its standard
practice. The utility will not at-
tempt to collect back payments.

Allen said the BPU decided to
wive the custamers enough no-
tice so they could adjust their fi-
nances fo the new billing prac-
lice. "We're doing that as a cour-
tesy to those customers,” she
said,

All the customers affected had
two or more water meters at a
location. Typically, the BPU bills

cach meter separately. But in the
case of the undercharged cus-
tomers, the readings [rom cach
meter were combined.

Because the utility charges
less per unit the more water a
customer uses, those customers
whose meter readings were
combined would have bad
lower bills.

It's possible, Allen said, tha
customers may now decide U
have just one meter.

The utility learned that some
thing might be wrong last yea
after installing new compute
ized billing, financial and ope:
ating systems, Allen said. Th
new system yielded timelier an
more accurate datr

That

infrre

couple

Dailey hired to review BPU

By ANNE LAMOY
Stalt Writer

Former Kansas City, Kan., Police Chicel
Tom Dailey has been hired to conduct a
wide-ranpging security review of the
Board of Public Utilities operations.

According to his contract, Dailey will
be paid $100 an hour for the review,
which could take 30 to 45 working days.

Although he's signed a contract with
the BPU, Dailey apparently hasn't ap-
plied for a city business license yet.

“We'll get ahold of the BPU and make
themn aware of the ordinance,” John Lacy,
city license administrator, said Wednes-
day. “He's just like anybody else.”

Anyone working for money in Kansas
City, Kan., must have a license, Lacy said.
For the rest of the year, Dailey would owe
a 521 license fec

According to Lacy's records, Dailey has
not applied for the license

Dailey did not return messages left on
his home answering machine this week,

The contract with the BPU calls Tor
Dailey to study current security proce-

roristic crimes; protection of employees
and custorners at the downtown head-
quarters; alarm monitoring aj all facib-
ties; and determine whether. security
guards should be BPU stafl members or
be provided by an oulside company.

“We're looking Lo see just exactly whal
our needs are 1o make our utility safe anc
sound for our ratepayers and ernployees,”
said Bob Milan, BPU president. “That®
all that it’s about.”

Dailey was hired this month afier the
BPU's rejection in July of tids from [ive
security companies.

At that time, Dailey was tapped as :
consultant, although he’s not 2 ceriifiec
security adviser.

Dailey’s contract also requires him
carry §1 million of lLiability insurance cov
erage, which he got last month througl
the Chris-Leel Generul Agency in John
son County.

Generally, the coverage is “for givin|
advice,” according to Jody Boeding, assis
tant city attorney.

Dailey was police chief for six year
until his retirement in March. His broth

[l —

_BPU carries
~ heavy debt

U Utility has been undercharging some customers

with a push from General Man-
ager Don Gray to review fi-
nances in greater detail, ex-
posed the billing errors.

Allen said the BPU wants to
do all it can to make sure all cus-
tomers are billed equitably.

i1 Ladas

- some for decac

“We can't have the
ties,” she said. “Plus
we have to examir
takes and correct the
To reach Mark Wiebe
234-5995 or send e-!
mwiebetwkcstar.com

Officials challen;
higher water rate

Contlnued fron B-1

waler rates would increase by 35.20
next year, 54,60 in 1997, and 53.70
in 1998.

The publicly owned ulility pro-
vides clectric service lo Kansas
City, FKan,, and water to Kansas
City, Kan., and Edwardsville,

The greatest threat to the pro-
posed water-rate boost appenrs (o
be the City Council, not cus-
tomers, Fewer than 40 persons

turned out for three public infor-

matian sessians in the last 10 days.

Council members lust week chal-
lenged the need for a'new water
plint as people cantinue moving
out of Kansas City, Kan. Council-
min Tom Bruns said higher rafes

town and discourage new ones.

He and other council members,
including Mayor Carol Muri-
novich, have asked for an outside,
independent examination of the
utility’s operations,

"I we find that they're not efli-
cient enough o meet competition,
we're not sure they need a new
watler plant,” Bruns siid last week.
“There's na growth in waler user in
fact, it's down.”

Although council approval is nat
needed far higher rates, the council
could refuse to issue bonds 1o [i-
nance the new plant, Lo be locited

at 551t Streel and Dickinson

Road, scuthwest of 1
Nearman Creek Power

Utility ofTicials swid
thirds of the propos
credse 1S Necessiry Lo sl
ging revenues. which hi
off aver the last few
beciuse of populit
[ansas City, Kan, Eve
new witler plant, rates
substantially within u fe

The new plant is ne
‘place w nearly 100-year
damaged during the flc
suid Don Gray. direct
processing.

Accarding o Boarc
Utilities Ngures, demiu
has averaped about 28
lons a day for the kst s
down [rom an averiagse
lion gallons a day n 19
rent witler plant can
million gullons daily.

Muddying the 1ssue
deregulation of the cle
try. Because the Boan
Utilities provides wates
service, council mem!
new witler plant may pt
financial stress on the
also must compete fo
clectric customers.

“They're not ready f
tion.” said Councilma
Seure. “In 1997 voun
have o choice Ges 1od s
vour electricity from ”
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3PU approves increases
in water, power rates

By MARK WIEBL

The Kunsaes Clty Star

he Kansas City, Kan., Board of
slic Utilities on chne':day ap-
ved double-digit perzentage in-
ases for rcsxd{‘mnl water and
stric rates — the larzest in two

BPU direc

The plaintiff, Erics-
son Inc., said mathe-
~matica) crrors 2nd the
BPU's mt:—pretatson of

its* bid resulted in Lhc .

/ *{ wiiie Ty c determinatio ot
i e o s 11s that CITOnEsNs
.{E E ‘E (R EE E’ﬂ\? TE T, S low biddef, Encsson- osgpm it be=t Mc’_s:
- £ | i E_Qw PRI lw's bid by at least 5600,000. .
Tormed A hearing on 1 prelimipery injunction
hat the scheduled for todey before U.S. District Jl_kd
wactrbive ha brarméne  and G — bl 55 Earl E. O'Connor 1o Kansas City, Kzn. . *
LECWIVE 12S CoETracter :l” f‘“‘-"}’(‘f ””T[m‘” aity l‘“’"k'ﬂ; Alls Enmaon’s patition alleges thal BEY cffim
el ures in o aving the tiee remoned o ‘ R
Ut d@\Nﬂ a Uee‘ Tuesday as part of s plan o in- |
1 his JaUC]hTQf"S vard. stall o city streethpeht outsde his
. - d.ll!‘ hicr's house m: MNew lersey ol
»RICK ALM Avenue in Fanusas City, Fan, ’ i
af-yyor S rader smd the u he arranged
. ] T the tree work without peocrwor
fL Lop erenulive W “"3 Board of and that none ru’mllnr‘\ll)ﬂ,r-\—llr-‘.’-}.j .
ublic Utilities mn Kansas City. ‘new that Shrad . 1\--r . )
IS hat Shrader w me I
an., ordered a conlraclor ¢ |*];rr -y S, e MAEKWIHBE Lgﬂh}’lﬂfﬂnlﬂmﬂ an Nov. 2
s week Lo cut ! _:\_il'l',,:] ! ylnluu Clty Srar = The offidels declined 10 iden
er’s fronl S ‘ the name of the gyee, the 1
A canttm:t ::m_ployc: for the ofthe employee or r;mp‘oy:x

i Bfmdo‘!ﬁltﬂkﬂtﬂlﬂminl&maﬁ
| City, Kem, was fired last month on

. the same duyummc nas fmmd_‘

In a Nov. 23 letter to BPU g
meanager Leon Daggett, emplo;

" Doonld Crarwiogd, wino Isbled s

_thet he and three other BPU e
ployees, gl of thexn white, were
their way 1o lunch when they s
the noose heanging just above tb

» heads from 2 balcony reiling.

noose was fzchioned from w

Crawford thought vas a %e-ir

thick rope. He said he was disturd
F

at sceing what hes come

)~
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Security expert says
payments to him were
a legal subcontract.

By PHILLIP O'CONNOR

Stat{ Wrltar

Oblivious to the hidden camera,
the visitor laid out details of his
plan,

John Strong, an alarm company
owner, listened warily as the visi-
tor boasted that he could use his
father’s connections 2§ a security
consultant at the Kansas City,
Kan., Board of Public Utilities 1o
give business to Strong.

In return, the wvisitor said,
Strong would funnel money back
to his lather, BPU consultant Paul
Gearheart.

“The kid was alluding right on
tape that we could get business
and they'd tell us how to bid,”

COnsuU

BEL

ant
Strong said, recalling the March 4,
1993, meeting in his Owverland
Park office with Gearheart’s son,
Cravid.

Rather than accept the offer,
‘a+hich he secretly videotaped,
Strong called a friend, former FBI
avent Chuck Stephenson. Ste-
p'ncn::;on, who runs another Over-
iend Park security Orm. urged
Strong to call the FBL

Within days, Strong and Ste-
ahenson were cooperaling inoa

+ seven-month federal investigation

—- featuring videotaped meetings
and body wires — into allegations
that Paul Gearheart received kick-
hacks in. exchange for steering a
BPU contract to Stephenson.

Paul Gearheart, in an interview
last week, acknowledged receiving
payments from Stephenson. But
he said they were a legal part of a
EPU subcontract with Stephenson
that he arranged. Gearheart said

See KICKBACK, A-8, Col. 1

[

BPU: Higher rates OK'd

Contlnued from B-1
—___————__—__—_.

necessary. _ o
you can't satisfy everybody,
board president Robert Milan Sr.
eaid at a work session before the
evening meeting. “But you've got {0
tell it like it is: No utlity in the Unit-

ed Gtates" is lowering its rates.

Board member Loretta Colombel
¢aid the utility probably ehould have
phased in smaller increases in re-
cent years to avoid the shock of
large increases, The last permanent
increase to exceed 3.5 percent 0C-
curred in 1981, when the utility
raised electric rates 35 percent.

“It's hard for all of us,” Colombel
said at the work sessior. “But 1 feel
like the alternative is worse.”

Board member Mary Gonzales,
who cast the dissenting vote, said
after the meeting that she could not
approve an increase s¢ 5000 after
the temporary increase passed in
Twararmher

<5

Although she said the BPU stafl

i

did a good job of putting its propas- -
al together, Gonzales said sm" " -

incremental increases would |
heen casier to take for residen
fixed incomes.

“This was too much to bear,
said.

That echoed the sentimen
pressed at morning and eve

B

hias against blacks
in hiring, promotion

Utility, board, general manager ar
Unified Government are defenda

By ROBERT A. CRONKLETON
The Kansas Cliy Star

Thirty-eight persons have. .

accused the Kansas Clty, Kan.,
Board of Public Utilities of
racial discrimination when it
comes to employment.

The individuals, maostly
Kansas City, Kan., residents,
claim in several federal lawsuits
ihat the BPU has a patiern and
practice of discriminating
against black employees when
it hires, promotes, disciplines
and terminates individuals'
jobs. They claim that the BPU
ilso retaliates against workers.

Al the plaintiffs are black.

“"hey claim that the alleged

discrimination started in 1977
and continues today.

The plaintiffs named as de-
fendants the BPU, its board,
(General Manager Leon
Daggett and the Unified Gav-
ermment of Wyandotte County
and Kansas City, Kan.

Tn all tha lauxnits. the nlain-

when customers will

selves without the aid of
torney.
Daggett referred all corr

_to-BPUATorney Marc Co

Conklin said the utility
very comprehensive aff
tive action plan and follow
eral requirernents on 21t
ment practices when it ¢
to hiring and promot on.

“We stand by the po
that there is no mer L to
allegations,” he said.

Conklin added th: t th
eral Equal Employraen
portunity Commuissic ©: a1
Department of Labar's ¢
of Federal Compliar.ce
grams fully investigated 1
legations and foun? th
be without merit

The lawsuits have beer
over the past month, '~
most recent ones this
week. The recent ones
filed by individuals orig
named in a larger suit fi
38 people.

BPU rate boost
stirs questions

pet a chance

public hearings that attracted i-. g e prie afEinia

40 residents Tuesday. Many .
they lived on fixed incore
wouldn't be able to afford tt
crease. Others urged the BPUt
cost savings. ]

“T've got a good jeb and I ca
ford to pay the electric bill" sa
Masxcowell, who spoke at the ev
hearing. “People ain't going
able to rurn an their air-cond -
ing. It’s hot outside.”

To reach Mark Wiebe call (816)
5985 or send e-rmail to
miviebe@kostar.com

Sonfe
Tamemie

doubt new treatment

plant will bolster utility.

By AMNNE LAMOY

Siafl Writer

A plan by the Fansis City, Kan.,
Board of Public Utilities to raise
waler rates nearly 60 percent over
three years has prompted a lot of
privnt': grousing bul no organized
opposition. ) ‘

But that could easily change al
two public heanngs Wednesday,

2 ﬂ‘é

< DAt H p <GP
standaras

{0 tel) the independently clected
members of the Board of Pubhe
Utilities what they think about the
proposed Tale iNCrease. R
Hearings at 9 a.m. and 7 p.m.
will be held at utility headguarters,

J00 Minnesota Ave., K ansas City, .

Kan, : ‘ ) )
-/ scparaie hearng 107 iarge

commercial waler uszrs and a safl !
7
NO-

presentation will ‘be held 1n
vemnber, | o
The increase would pay for a &42
rmillion water plant and higher ap-
crating costs Avcrage monthly
Spae GFFICIALS, B-2, Col. 5
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A publicly owned K forinsurance DD“C‘@.:,

anrl eleclricily.

By PHILLIP O'CONMOR

f Paul Gearhearl Stoll Writer
Cremer ol Prolessio = ;
1 8 cansultant 1o i, An elected official with  the
Kansas City, Kan,, Daard of

April o underinye

Erkbacks Public Utilities said Wednesday

that he had been interviewesd by
FBI agents in connection with a
federal grand jury probe of the
utility,
Mike Nurray said FBL agents
favored companies 1€ jyierviewed him in late October
regarding a continuing investiga-
M Drake E. Gearhea: yjgn of the utility's use of private
gnother son of Paul insurance agents Lo solicit bids for
investigator and a stu the  BPU’s various insurance
policies.
m John Strong Murray said the investigation
Oremer nf Streng Ala appeared to focus on “current and
v e the

o David Gearheart
A son ol Paul Gearl
appraiser who alleged

— el mrantiese  tnvnluine

agents,” but he  declined 1o
elaborate.

“Tean’t gointo details,” he soid.

Murray said he did not know
whether any BPU- employees or
P\nanc;nl i't‘COde |1:\d bCEn
pacnacd by the grand Jury,

FBI spokesman Jell Lanza on
Wednesday said he could neither
confirm nor deny any agency
investigation,

The grand jury is cxpected lo
reconvene in Kansas City, Kan,,
atthe end of the month,

Since 1987, the BPU  has
contracted with private firms o
salicit bids for most of the utility’s
insurance.

Currently those {irms are Mari-
no & Wolfl Inc., which places the
BPU's property and casually
insurance; and Al Bukaty Insur-
ance, which places the utility’s
health, lile and long-term disabili-

tv policies for emplovees.

suh-

BPU official interviewed by FBI

Jasper M, Marino, Frank
Wall and AN, "Skip™ Wheat a
hebieved to have testified befn
the pranc jury late last oves
Wheat, a {former agent [or kMarn
& Wall, dechned tn comme
Wednesday

Rukaty said Wednesday that !
has not ben subpaenaed.

YWoll and Marina could nol
reached far comment,

pBru President Clarence [
Graeve sajd Wednesday that
Kad keen tineled hy BPLT Gene
Manager Terry Drake, who o
vised him that FBI agents ha
interviewed Richard Hupghes, |
utility employee who oversees |
BIU’s insurance program,

Hughes has declined to o
ment.

Drake wouldn't
tions about  the
Wednesday evening,

ANSWer gt
LNy C‘v'[l{.’,ﬂ[



Wansas City, KS— BPU EXCESSIVE SPENDING

Dute: Amount: Location: Charged by: Nuote: J
3 o For sure: Don Gray. Leon Daggel says
% 01/07/04 $219.60 The Cigar Box Marc Conklin Broad Bund
4 171372004 542.90 Applebee's (VW) Marc Conklin
i . ] . Liz Mager, Lon Ausun, Leon Dapgel
)(] /13/2004 ©167.11 Savoy Grill Marc Conklin "Ralos Spec”
) Mark Jones, Rodney Turner, Pat Scherzer,
1/14/2004 $177.51 Applebse's (VW) Mare Conklin K¢
1/15/2004 $26.13 Sports Page Lounge Leon Daggett | ‘
->'K 1/20/2004 $713.39 Monte Carlo (Vf:gi'ii} Marc Conklin Blacksione's Monte Carlo Reson & Casino
1/21/2004 $44.16 Smith & Wollensky Willard "Joe" Dick Las Vepas
1/23/2004 $23 .66 Dreamers Bar & Grill Marc Conklin Las Vepas
,)g 1/18/2004 $924.355 Monte Carlo (Vegas) Marc Conklin depart 1/23/04
o Leon Dagoett, Rodney Turner, DT, Pat
SN 5 5 . . . saetl, R y Turner, DT, Pa
~1/27/2004 $256.30 The Golden Ox Marc Conklin Scherzer, PS
. . Lunch - Leon Daggen, Marc Conldin, Don
2/13/2004 $123.97 Savoy Grill Marc Conklin Gray
. ) ) Leon Daggett, Don Gray, Pal Scherzer,
)k 2/18/2004 $189.30 Cigar Box IMarc Conklin Rodney Tumer "Beneing Bd. Dev"?
% 2/27/2004 $159.54 Savoy Grill Leon Daggett Leon Daggett. Joe Dick, Pat Scherzer. LTC
3/1/2004 514281 Cigar Box Marc Conklin
3/8/2004 $07.94 Appiebee's (VW) Marc Conklin
3/15/2004 $132.33 Arizona's Grille & Bar IMarc Conklin IMark Jones. Garden Builders
3/18/2004 $71.38 Sports Page Lounge Marc Conklin Mark Jones & Marc Conklin
. . [Leon Daggett "Discussion of employee
3/22/2004 $96.56 Savoy Grill Iviarc Conklin issues”
3/30/2004 $137.33 Sports Page Lounge Leon Daggett IMark Jones, Pat Scherzer, Rodney Turner
S\ ) . ) IMark Jones (MJ), Rodney Turner, Fat
‘%C 4/5/2004 $189.52- Arizona's Grille & Bar Marc Conklin Scherzer, Alan Caro (sic)
. ) Alan Caro, Leon Daggett "Stralegic
4/7/2004 5136.90 Savoy Grill Marc Conklin Planning Kickoff"
N ) Don Gray, James Epp, Joe Dick, Leon
X 4/14/2004 $228.39 Cigar Box Marc Conklin Daggett "Strategic Planning”
04/15/04 $518.55 Sports Page Lounge Mearc Conklin
4/20/2004 £24.52 Longhomn Steak (VW) Marc Conklin
4/20/2004 $50.85 Longhorn Steak (VW) Marc Conklin
Leon Dagpett, Rodney Tumer "Broad
4/28/2004 $143.54 Cigar Box Leon Daggeti Band”
{lames Head. Leon Daggett, Pat Scherzer,
X . Don MCF, Rodney Turner, ?
" 14/29/2004 $177.43 Applebee's (VW) Marc Conklin "Development”
5/12/2004 $65.36 Longhorn Steak (VW) Marc Conklin
X-13/13/2004 $190.05 Longhorn Steak (VW) Marc Conklin Mark Jones. Holt Blders. 7. RT
|05/15/04 $148.89 Sports Page Lounge Marc Conklin
5/16/2004 $148.70 Smith & Wollensky Leon Daggett [as Vegas
#—-5/] 6/2004 $787.34 MGM Grand Marc Conklin |Las Vepas
5/1712004 $139.87 Applebee's (VW) Marc Conklin
5/20/2004 $56.77 Applebee's (VW) Marc Conklin
5/21/2004 $120.03 Longhorn Steak (VW) Marc Conklin
A-15/26/2004 $5278.59 Applebee's (VW) Marc Conklin
;XC i 10 1ix 1o the Big 12 titie game a1 Arrowhead
T 16/2/2004 5850 1. C Chiefs Leon Daggett

plus two parking passes

)



la/7 /2004 $63.53 Applebee's (V W) ii.-u"::‘-_r: [Juyﬂ B Leon Dupgeti, BT
L o ) o leon Daggett, James Head. Mark Jones,
6/7/2004 $170.69 Applebee's (VW) Leon Dapgen Lori Austin, RT
; R ) RT, PS, Mark Jones, MF, Jim Clark "Ins
6/15/2004 $200.36 Longhorn Steak (VW) Marc Conklin Policy™
6/21/2004 $46.56 Applebee's (VW) Willard "Joe" Dick
) . . Leon Daggen, Mark Jones, MF, Joe Dick,
5/23/2004 $174.11 Longhorn Steak (VW) l_eon Dagpett PS. TE (ar TC)
. Mark Jones, Alan Caron "Strategic
6/23/2004 $161.51 Longhorp Steak (VW) [Leon Daggett planning”
: R Mark Jones, Alan Caron "Strategic
6/23/2004 $47.14 Longhorn Steak (VW) [Marc Conklin planning”
15 hot dogs. 25 hamburgers. 2 snack mixes.
% bud light six pacles, 2 coke sixers, 2 dict
o ) ) ) ) coke sixers, 2 water sixers. 2 cookie and
7/5/2004 $3610.61 Levy Rest @ T-Bones  |Marc Conklin hrownic assoriments
. ) - _ |eon Dagpett, PS, RT, Mark Jones, Dean
7/6/2004 $153.83 Applebee's (VW) Marc Conklin MCC "Discussion of 7 Development”
i ) i} i ) Marc Conklin, R Truner, Mark Jones,
7/8/2004 $113.20 Applebee's (VW) Marc Conlklin "Piper Sub issues"
% club level tix 10 the Pittishurgh State-
Northwest Missouri State Fall Classic 111
- . i ) ) football game @ Arrowhead. Plus two
7/22/2004 $230 KC Chiefs Mare Conklin parking passes. Nov 6 game
7/28/2004 $1,400 T-Bones Marc Conklin 11425 PEG - lix 10 the T-Bones ?
7/30/2004 $118.58 Savoy Grill Marc Conklin |eon Dageett "Employee 1ssucs”
8/6/2004 $1 68.56 Appiebee's (VV\") Willard "Joe" Dick Mark Jones. GB. AC. Leon Daggett
8/11/2004 $30.67 Longhorn Steak (VW) Marc Conklin
8/13/2004 $186.27 Applebee's (VW) Willard "Joe" Dick  |Mark Jones. MF, RT, PS. TL. TE (or TC)
Leon Daggett, Mark Jones, RT, PS, AL,
i KW, MF, JF "Economic Development
8/24/2004 $225.72 Applebee's (VW) Marc Conklin issues"
. Gus Fasom, DM, Leon Daggett, PS, RT
8/26/2004 $108.07 Sports Page Lounge Marc Conklin "Board Issues"
8/30/2004 $88.76 Applebee's (VW) Marc Conklin
" . ) ILunch - Marc Conklin, Leon Daggett
9/2/2004 $155.91 Cigar Box iviarc Conklin "Budget review"

The Sanctuary (@ Kiawah Island Golf

9/12/2004 $1.486.93 The Sanctuary Marc Conklin Resort in South Carolina {six day stay)
G/12/2004 $969.57 The Sanctuary Marc Conklin U
9/14/2004 5192.94 Applebee's (VW) Marc Conklin Iark Jones. RT. GB. PS "HR Issues”

R ) Leon Daggen, Marc Conklin, R Turner,
9/15/2004 $149.37 Sports Page Lounge Marc Conklin Mark Jones

o ) . Leon Daggett, Board Members Loretta
0/135/2004 $00.02 Longhorn Steak (VW) Marc Conklin Colombell, Mark Jones. Woodlands 1G
9/15/2004 $24.19 Longhorn Steak (VW)  [Marc Conklin

Mark Jones. Leon Daggett.

19/21/2004

$226.57

Savay Grill

Marc Conklin

Leon Dagectt. SD. SW. Joe Reardon

9/25/2004

5100.27

Felitzas

Mare Conklin

Alan Cara, Leon Daggen, Don Gray, 'I']"._|
KW "Strategic Planning”

Leon Daggett, Mark Jones, PS. RT

9/28/2004 $125.67 Longhorn Steak (VW) Leon Daggett "Strategic Planming” "internship?”
- ] - S ) Hal Walker (UG attorney ). Mark Jones. R
10/5/2004 $189.95 Applehee's (VW) Marc Conklin IPS. MF
i _ ; ) Leon Dageett, KW, PS "Employment
10/13/2004 $181.18 Savoy Crill Willard "Joe" Dick issues”

i3
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10/14/2004 $147.30 W MeBride's Marc Conlidin No explanation
- ) . e . Leon Daggen, Joe Dick, Sweve W Ped,
10/15/2004 $41.25 Wl McBride's Willard "Joe" Dick Adms. Joe Gales ?

10/28/2004

$208.26

Wl McBride's

Mare Conldin

Mark Jjones, AL, PS. KT, TE (or TC) "piper
properues ns' Y

11/11/2064

$1,003.46

Grand Hyat S.F.

Warc Conklin

v

11/18/2004

$1.261.03

Ted's Montapa Grill

Marc Conldin

Approved by Leon Daggen on 12/5/04 see
receipt

11/8/2004

$222.06

Scala's Bistro (S.F.)

Marc Conllin

Hal Walker. Leon Daggen, T "Legal
seminar” "Board ssue queesuon”

11/22/2004

$47.68

Longhorn Steak (VW)

Marc Conklin

11/24/2004

$242.50

Savoy (Grill

Marc Conklin

John Yar, Leon Daggen, Joe Dick,. Don
Gray "I7T lssues”

Leon Daggen, Marc Conkdin, TR Rehorn,

12/6/2004 $110.96 Savay Grill Marc Conlklin Lunch
) Mark Jones, AL MC, RT, Joe Dick Leon
12/7/2004 $111.66 Sports Page Lounge Marc Conklin Diaggen "Consulting issucs”
12/7/2004 $118.26 Outback Marc Conklin supper - paty and john brvant” 7
. ) "IBEW meetng" K Quinn, Jim Lerch, Leon
12/9/2004 $220.02 Savoy Grill hMarc Conklin Dageer. TP, KW
12/16/2004 $143.73 Cheeseburger in Paradise |Marc Conklin "Union issues” RT. PS, Mark Jones
12/21/2004 $274.07 Felitzas Leon Daggett "HR I_uncheon” Tony P and Leon Daggett
1/3/2005 596.64 Longhorn Steak (VW) Marc Conklin
. ) Hoe Dick, Don Gray "Legislative issues -
1/7/2005 $125.91 Savoy Grill Marc Conklin water, energy”
1/10/2005 $116.36 L onghorn Steak (VW) IMarc Comnklin
Mark Jones, RT, PS, AL, MF, Doug
] . Spangler, JB "lunch meeting to discuss
1/18/2005 5205.15 Applebee's (VW) Marc Conklin BPU issues with mayor candidate”
"Meeting re: disdcussion with water main
. contracts, legal issues” doesn't say who
1/20/2005 $261.62 Sports Page Lounge Marc Conklin attended
1/31/2005 $587.29 Longhorn Steak (VW) Marc Conklin
2/4/2005 $56.50 Sports Page Lounge Marc Conklin
2/9/2005 5809.46 IApplebee's (VW) Willard "Joe" Dick
2/17/2005 $76.90 Longhorn Steak (VW) Marc Conklin
2/23/2005 $139.67 Applebee's (VW) Marc Conklin
James Head, Tom (KS Speedway), Tom
} . . Enright, Mark Jones, PS, RT, Smith. A
2/28/2005 5$189.99 Applebee's (VW) Willard "Joe" Dick "BPU Bd. Issues”
. Hames Head, Mark Jones, P Schur, RT, CB,
3/1/2005 $155.52 Sports Page Lounge Mare Conlklin Al "Ins issues develop”
_ ] ) . o "Builders risi; policy” "employment issues”
3/10/2005 $129.40 W] McBride's Marc Conldin bd doesn't say who atlended
3/21/2005 1$81.74 Sports Page Lounge Leon Daggett
3/24/2005 $235.27 Sports Page Lounge iarc Conkhn "Environmental” James Head Mark Jones
_ . Tony P. Deon Daggett. "Bid kermon
4/3/2005 $66.05 Dave and Buster's Willard "Joe" Dick

enroute to liberty coal mig”

4/6/2005

5102.5]

Felitzes

Marc Conklin

Lunch - Leon Daggett. Marc Conklin. Don
Gray. Mark Jones J

411720035 $70.4] Sports Page Lounge Willard "Joe" Dick

4/12/2005 $57.59 Cigar Box Leon Daggett Leon Dapgett. 'S "ins lssues” |
o ) ) e o lunch - Leop Daggert. Jame: Head R
51212005 15160.42 Sports Page Lounge Willard "loe" Dick

Tuwmer. Mare Conkdm. Don Gray




N

"Lunch meenng” "Strategic plan” Doesit

5/6/2005 $156.79 Sports Page Lounge Marc Conkldin sy who auended

5 & . ) . "Pension Bd. Retirement of Walt Stedman,
6/3/2005 $417.13 Cheesecake Factory Mare Conldin lection 12 people”

A - 5.0 . . "meeting cusiomer service and chathehe
6/4/2005 $177.77 Savoy Grill Marc Conldin Charities?"

Leon Daggett. Joe Dick "k scenke, Dean
ity 1 - - . - . . M" "Discussion of heat pump program”
6/9/2005 $152.90 Longhorn Steak (VW) Marc Conklin KMV, KBP

}i— < . Lunch - Mare Conklin, Leon Daggett, Hal
7/6/2005 $220.03 Savay Grill Leon Daggett Walker
2 i , Tony Pick, Don Gray, 5 Rehm, Mark Jones,
8/3/2005 $189.40 Cheeseburezer in Paradise |Leon Daggett G Fason”
- . ; . "Discussed PR - UG/RBPU work” Marc
8/17/2005 $110.03 Savoy Grill Marc Conldin

Conklin. Leon Dagpett. Hal Walker

Meachanic's Netamon - bought & Bud Light

8/18/2005 $229.06 Levy Rest @ T-Bones  Mare Conklin six packs at §19.50 each
_ . ) Lunch - Mark Jones, Leon Daggen, Marc
8/24/2005 $212.36 Savoy Grill Marce Conklin Conklin "PR Discuss"
i § . "Employee Strategy team meeting” 11
8/26/2005 $149.61 Felitzas Marc Conklin members
)f‘ 9/20/2005 $249.32 Cigar Box Marc Conklin "Econ Devel" Water Park. rates
_ ) Leon Daggett, Mark Jones, "Opening
11/9/2005 $109 Dave and Buster's IMarc Conklin lunch"
_ . Don Gray "Budget Issues™ "Water m
11/15/2005 $88.27 Dave and Buster's Marc Conklin contract”
12/8/2005 $171.60 Sports Page Lounge "BPU emplovee holiday function”
112/12/2005 1$17.32 Sports Page Lounge -
h 2/14/2005 L$96.45 Johnny C's Deli "meals for letters? - board retreat”
12/22/2005 1$68.10 Sports Page Lounge
12/27/2005 $108.73 Cigar Box Don Gray. Mark Jones "BPU issues"
. Mark Jones, Joe Dick, Pat Schorer, "Appa
2/10/2006 $131.84 Felitzas assue AEGIS Ins Appli."
¥ 2/16/2006 $214.29 Dubliner (Wash D.C.) DL Dinner Fe RL 7
; "Managers legal update” Don Gray, Joe
2/22/2006 $128.15 Hereford House Dick, Steve R. Bill Johson. Gottinger ?
3/16/2006 $136.63 Savoy Grill No explanation
5/3/2006 Hyatt Regency Wichita cathers Bar charges
6/19/2006 $94.52 L{mghorn Steak (VW) hark Jones "Discuss hd meeting plzmnmf;"J
$26,127.65 |TOTAL




' The mlssson of the }\cmscs Corporunon'
Commlssmn is to pro1ed the pubhc interest
Jrhrough lmporhol and efficient reso]m:on of all

= |ur:sd|c1|oncl issues. The agency shall regulme
~ rates, service and safety ot pubi:c utilities,

. common carriers;. motor currlers,_ond regulcn‘e

oil. and gas produdlon by proTecﬂng correlcnve= e

rlghfs cmd ﬂnwronmenfcl resources =

i Reguloiory Authority

The Kansas Corporation Commission (KCC) regulates
five cornerstone industries in the Kansas economy. The
Commission has the responsibility of ensuring that natural
gas, eleciricity, telephone and transporiation vendors
provide safe, adequate and reliable services at reasonable
rates. The Commission also has the mandate of assuring
that oil and gas producers protect correlative rights and
environmental resources.

The authority of the KCC is derived from K5A 74-601 o
74-631.

In the absence of competition, the KCC regulates public
uilities, common carriers, motor carriers, and oil and
gas producers. It does not regulate most electric
cooperatives, water cooperatives, municipalities, wireless
ielephones, long disiance phone services, coble

compaonies or the infernet.

The Kansas Commission was one of the first state
regulaiory bodies in the natfion, esiablished as the
Railroad Commission in 1883 by the Kansas Legislature.
The Railroad Commission had power and authority 1o
regulaie steam-operated railroads, express companies,
sleeping car companies and inter-company eleciric lines.
The members were elected by popular voie.

In 1911, the Kansas Legislature created a three member
Public Utilities Commission fo regulate telegraph and
telephone companies, pipeline companies, common
carriers, water, electric, gas and all power companies
with the exception of those owned by municipalities.
Members of this commission were appointed by the
Governor.

The present regulatory body, The Stote Corporation
Commission of the State of Kansas was established by
the Legislature in 1933. lts jurisdiction was extended to
include the regulation of motor carriers, gas conservation
and supervision of plugging abandoned wells fo protect
fresh and useable water from pollution.

B 5t re & Organization

The three member Commission is appointed by the
Governor with the approval of the Senate. Member serve
staggered four-year terms. Law provides that no more
than two of the three commissioners may belong 1o the
same political party. Commissioners elect one of their
colleagues as Chair. The Chair acis as agency heod
with inpui from the other members. The Commission acts
independently as a quasi-judicial branch of the
governmeni with authority o render judgements and
decisions on regulated utilities.

The work of the Commissioners is supported by the
Divisions of Administration, Utilities, Conservatio
Transporiation and Energy.




STATE OF KANSAS

CHRIS STEINEGER
SENATOR, SIXTH DISTRICT
51 S. 64TH ST.
KANSAS CITY, KANSAS 66111
(913) 287-7636

STATE CAPITOL BLDG., ROOM 181-E
TOPEKA, KANSAS 66612-1504
(785) 296-7375
steineger @ senate,slate.ks.us

TOPEKA

SENATE CHAMBER

The need for PROFESSIONAL, OUTSIDE OVERSIGHT of the Board of Public Utilities
1) spending is out of control and has been for years
2) utility rates are higher than for-profit utilities

3) local control has failed to stop the abuse---- local elections fail due to low turnout, voter
apathy, candidates funded by special 111terest groups who gain financially from status quo.

4) large corporate users negotiate discounted rates while residential rate payers pay full price



il Apprommately 3. 82 per.
: cent in‘2007 effectlve Januar

Approx1mately 8.77 ber
: cent in 2008, eéffective’Ja;

“ cent. over. three years pro-
1in- the ut111ty s publm

;  restlt’
Stipulation and Agréement”
ined the proposed changes in
tructure

& Zakotird, T 'énted
StriEl customers in hiegotia-
{BPU: :

ager Don L.
the negotiations
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’staff 1n working on the rate demgn,

ut We WEI‘E successful
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BPU Increases Electric
Rates By 2.65%

Rate roémqma From' _u-ovom.mn_ 6.9% -

The Board of Directors of the Kansas City Board of Public
Utilities (BPU) has approved increasing the EEHQ s electric
,_ummn rale by 2.65%, The increase will apply to all electric
rate classes and will become mmmow?m E:.,n Em ?.me g:ﬁm
period in LmECmQ 2007.. '

The board's unanimous decision was made after BPU's
mEEE Eamﬂum was.re- oﬁnﬂmn on December 20, 2006.
_Initially in August 2008, when BPU gave notice that a
public ?mmﬁﬁm would ‘be_held in November, the utility
announced that itneeded: 8 raise électric revenues by 6.9%.
mﬁ the EEP the :QEQ ‘had not Tecejved the full revenue
mmghmm from summer electric sales. In addition, BPU staff
was éolmﬁm Eudﬁwmn Uc&mnﬁ wnﬂﬁﬁnﬁnﬁ.m for 2007..By the
Eﬁn of the ﬁccbn hearing on November 16 and 17, BPU had
H,mEEwmr mdocmv revenue - PTOjt jections and Uﬁamn# cost: savings
o annournce that m 3,96% &nﬁhn Hmnm increase was ﬁmﬂEHnn

bmn.. ﬂwmﬁw ..‘ocEEh_u ‘the ]
mﬁ.ﬂnﬁﬁm_ and was. mﬁvmoim .E\ G.ﬁ industrial- nzmﬁoﬂﬁa

“We are Emmmmm;&mﬁ we mHm able {0 Em..Wm this inerease a
mEmu._.‘.\_anmEnﬁﬁmu Enwmmmn rather than a Jarger Hmﬁm hike,”
he said. He added that the revenué generated from the base
ralé will SUppoft Emwama nﬁunmu projects for Eﬁ.mmﬂ.:nﬁdﬂm
udﬁugﬁn.uﬂdﬁm and new develdpments: - ot e
‘Oneboard Bmd.zuﬂ. HnEmHWan that thisis the mau.: est T5TE
increase he had ever: heard of. Generally the board members
mmnnmn thatno one sﬁbﬁ. arate increase, but :.ﬁ% were glad
BPU was able to Wmmﬁ mﬂm iricrease so low. i

Itwas also mﬂboﬁﬁama that BPU had reached an agreement
on items from the 2005 public hearing which had been
nﬂmﬁﬂﬁma by the intervening industrial customers, and that

a full cost- c?mmﬂ;nm study will be performed at the utility in
MOOQ -

About BPU

BPU's water department was c:m—dm:% nammﬁa in 1909,
and ils electric utility was operationalin 1912. The purpose
of the utility. then and to this day. is to provide the highest
quality electric and water services at the lowest possible
cost. Today the publicly owned utility serves approximalely
65,000 electric and 51,000 water customers, primarily in
Wyandotte County, Kansas. The mission of the utility and
its 650 emplayees is “to be the dutility of choice and the
worleplace of choice, while improving the quality of life in the
cammunities we serve.” BPU's Web site is at www.bpu.corn.

=17



‘Fair and Forthright’

August 26 — 28, 2006 www kansascitykansan.com « $1.25

Former employees may b mvolved in ‘administra.tive courtesies’; utility will not ask for payment

By ADAM TORRES I the stallf m g ¥ ? w higve been Kansas City

Kansan Staff Writer o i e e i @ Board of Pubslic Utilities
prrovs in water meter billing led ! ﬁt Eﬁ%ﬁﬁg} ?f i e _‘e‘r’g f’ 113 gﬁ“i_"]:i‘-;f%gg

the Kansas City, Kan., Boavd of

Public Utilities to undercharge ﬁfﬁﬁ‘ﬁ {_ﬁg n’é;tﬂﬂ o) g@ggﬁ ¢3 t]mej'ate schedul_g, Epp.sai‘cl, )

some of its lareest LllS[O[llElb and a Custamers with larger. combined

Tcial said the eTLOLS juay - BPU Public Affairs Officer Susan Allen; she said employees who were involved may be retired  meters were being under-billed by
TListrative coutte- as much 25.4 percent per month, he

Jave

Ses Trom [ormer BPU employees tn - amount under-billed, the utility discovered that 75 of the BPU's larg- the BPU's board at their regular said. At last week's meeting, Epp
the companies (nvolved. inferved that it has lost several .er customers wliere being under- meeting last week. gave an example of a customer that

The BPU does not plan on asking  thousand dollars through the billed, according to Jim Epp, BPU The errors occurred in cus- used 8,000 CCFs of water per month
lhose who have been undercharged — errors. director of water distribution and  tomer's bills that have two or more  (a CCF is 750 eallons) should have
to pay for the used watern —\iﬂlDlth During a review of the BPU's support services, water meters and whose billing is

no figure was given for the total Dbilling process for last vear, it was He reported the billing errors to  combined before being applied to Please see BPU/Page 12



, thonth for water. But under
- the errored billing system,
' that custemer would have
t‘heen charged only- $27,728, a
4 £7,000.

i;Sfusa
ot

gponstriiction:.

! R BN ATl
+ been charged $37,77 each

large stores, schools, banks, .

A1 dnot sa Vel
responsible for the billing
errors, but shé said it may
have been an “administra-
tive courtesy.” -

She said the staff who
may have made the courtesy
is no longer ‘with the utility
PrOVAer. oo isfs o wan

“We have talked to all the

‘gtaff members who may
.have been involved and we

cannot identify who may

_have beén nvolved from the
staff currently here,” she
“said. : o

‘ 0 may have

T
are

he people Wh

To prevent further dis-
crepancies from reoccurring,

Epp suggested changing

some of the BPU’s polices.

As of Jan. 1, 2007, the BPU
will no longer combine
meters at one customer’s
location. This will prevent
any further undelﬂb‘_illing to
continue, Epp said. -

Epp said the policy shift
should not occur immediate-
ly, in order for businesses to
prepare for the billing
change.

*. Allen said the BPU would
work with customers who
have been under-billed and
tell them what the change in
billing will be.

< *We will be talking with
gach customer and do the
numbers with them,” she
said. “The customer may
decide they might want 1o
change their water meters.”



SCHLITTERBAHN

VACATION VILLAGE DEVELOPMENT AGREEMENT

mDuring the Term, all utility and utility services used by SVVI in, on or about the
Vacation \/11 age shall be paid for by SVVI and shall be contracted for by SVVI in SYVI's own name,
and SVVI shall, at its sole cost and expense, procure any and all permits, licenses or authorizations
necessary in connection therewith. SVVI agrees to construct the Improvements so that the same utilize
only electric utility service and SVVI hereby agrees to contract with the UG Board of Public Utilities
("BPU") for any such utilities and potable water. If, however, SVVI reasonably believes that BPU's rates -

_are not competitive with other utility providers in n the region, SVVI shall give notice of the same to the
UG and BPU indicating a range of rates that SVVI reasonably believes are more competitive, a long with

_evidence supporting such range, and BPU shall have thirty (30) days in which to nego‘mate such rates with

SVVL If SVVI and BPU are not able to mutualwetxtlve utility rates in such thirty (30)

days, SV'VI may, subject 70 Applicable Laws and Requirements, utilize such other utility provider as it 50
chooses, Notwithstanding the forsgomg, the UG understands and agrees that certain kitchen equipment in
the Vacation Village will require gas service, and SV VI shall have the right to instal] and utilize the same
for such purpose at SVVI's sole cost and expense. Any costs associated with such gas service shall not be
considered eligible for STAR Bonds.

Lq‘:j e CorPorq'['io ns jé'!' P%’Feréﬁkﬂl +l”e€i,'menT

and !ower m+3—§

KCK TeS"A%ﬁ pay Full price
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December 14, 2005 12:04 PM
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‘By MELISSA SHUMAN
‘Kansas Ciry"ifanséh"' .

" nomic incentives:

: development assistance -

1.COM'* 50¢

‘The Kansas City, I
Board of Publi¢'Utilities Ha
granted two developers BCO:

On Thursday: BPU mer
bers voted to.give economm

requests of $207,541'to RBW - -
Enterprises; LLC and $26 350 _

Pleasg’se DE\_{ELUPERS/Page.G

Cuntmued from PAGE
busmess % she sald ;
Kempf Development 15
! buﬂdmg NormandyFRldg
"Ho +g0th

Kempf= deveioper salrl they
jWOUld biiild 34 homes on: the,-
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BPU 1o rethink rate boosws

By MARK WILBE
The Kansas-Clty Star

Pressure from industrial custorm=
ers has prompted the Kansas City,
Kan,, Board of Pulilic Tiilities to ve-
consider a proposed 10 percent in-
crease in electric and water Tates,
At the beginning of a regularly
scheduled budget heating
Wednesday, the utility’s adminis-
trators 1old board members they
would no longer request the in-
creases, which were-scheduled for
consideration at a Jan, 5 rate hear-

ing.

Instead, administrators said they
would seek at that time to make
permanent & 7.1 percent eleciric

rate incresse ther had been en-
acted several years ago asd tempo-
rary fixwre on customers’ power
hills, ,

A decision on increasing water
rates will also be pushed baclk from
Jan, 5, -

Rick Yamnell, director of internal
andit, said the BPU's lavgest indus-
wial customers had asked the util-
ity to re~examine its {inancial poli-
cies and to justify its capital ex-
penses in the neme of finding sav-
ings, thus curbing the proposed
increases. i

To reach Mark Wiebe, call
(516) 234-5995 or send e-mail 1o
mapiehe@costar.com,
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38 sue BPU alleging
bias against blacks
in hiring, promotions

Utility, board, general manager and
Jnified Government are defendants

r ROBERT A. CRONKLETON

The Kansas City Star

Thirty-eight persons have
cused the Kansas City, Kan.,
jyard of Public Utilities of
cial discrimination when it
mes to employment.
The individuals,

actice of discriminating

inst black employees when in damages.

hires, promotes, disciplines'
id terminates individuals’
bs. They claim that the BPU
;0 retaliates against workers.

All the plaintiffs are black.

' most recent ones this past

mostly edge the BPU employ
msas City, Kan,, residents, or still employs all of the pl
1im in several federal lawsuits They held various positions,

at the BPU has a pattern and ing supervisory roles.
They seek an unspecified amount duction
his race,
of complaints of discrimination.

' ment Opportunity Commission de-
clined to pursue the allegations.
The EEOC said that from its investi-

The lawsuits have been filed
over the past month, with the

week. The recent ones were
filed by individuals originally
named in a larger suit filed by
38 people.

Conklin said that

In each case, the Equal Employ-

gation,

1ey claim that the alleged! with more than 30 people, it was

scrimination started in 1977
1d continues today.

The plaintiffs named as de-
ndants the BPU, its board, -
eneral Manager Leon|
aggett and the Unified Gov-

nment of Wyandotte County

1d Kansas City, Kan.
In all the lawsuits, the plain-
ffs are representing them-

Ives without the aid of an at-
mey.

Daggett referred all comment

BPU Attorney Marc Conklin,
onklin said the utility has a
iy comprehensive affirma-
7e action plan and follows fed-
-al requirements on employ-
ient practices when it comes
' hiring and promotion.

“We stand by the position
1at there is no merit to these
legations,” he said.

Conklin added that the fed-
-al Equal Employment Op-
ortunity Commission and the
epartment of Labor’s Office
f Federal Compliance Pro-
rams fully investigated the al-
rgations and found them to
e without merit.

unable to conclude that there was a
violation of employment laws.

That doesn’t mean, however, that
the BPU is in compliance with the

law, the EEOC said in its notice t

ching lawsuit. The three are Aaron
Mabon and Margaret E. Quarles of
Kansas City, Kan., and Clarence L.
Wooten of Kansas City.

Mabon claims he was discrimi-

nated against by being denied act-
ing supervisory assignments and
to his knowl- the increased pay that comes with
ed at one time those assignments. He also alleges
aintiffs. that he was denied promotions to
includ- the positions of director of mainte-
nance and director of electric pro-

maintenance because of
age, disability and history

Quarles alleges that her supervi-

sor, who is a white female, treats her
more harshly than everyone else,
which included interviews reprimands her in front of co-work-

ers: denies her authority to assign
and re-assign duties; and pulls her
from her duties to perform physical
inventory. She also claims that her
supervisor retaliated against her
owhen she filed complaints about

the plaintiffs. The letter notified theunfair treatment.

plaintiffs of their rights to sue.

According to one suit, the 38
plaintiffs claim, among other

things, that the BPU has:
¥ Failed and refused to recrui

hire and promote black persons in.
the same manner as white persons. |

_ Wooten claims that during his six-
month probationary period as an
electric utlity operator, his supervi-
sors asked him questions that were
t, not part of a standard job evaluation;
he was trained by a person not guali-
fied to train; and his evaluation peri-

M Retaliated against those who od was extended beyond the no:

oppose discriminatory practices.

B Created a “glass ceiling” that
prevents the advancement of black
persons into upper-management
levels and discourages their long-

term employment.

At least three of the plaintiffs have
also sued the BPU as individuals, in

six months. He claims that he was let
go in January 2002 after the proba-
tion period, despite being qualified
to perform all the duties of his job.

Here is a list of the other plaintffs.
All are Kansas City, Kan,, residents,
uniess otherwise noted.

Patrice E. Townsend, Sharon P

addition to being part of the overar-

Heard, Darrell E Heard, Cherryl R.
Johnson, Jacqueline Wilhite, Carolyn
Whatt, Glenna Love, Alisa G. Cum-
mings, Charles Berry, Don Smith,
Maurice E. Saunders, Clyde W.
Alexander ITI of Edwardsville, Benell
Davis (deceased), Rosetta Bell, Patri-
cia Hill, Vernon Woodard, Clydene
Wooten, Larry Coleman, Shirley Lee,
Shirley Wainright, Kimberli Johnson,
Phyllis Pumphrey (deceased), Samn-
mie L. Nelson, Garland James,
Wilbert S. Horton, Robert E. Royston,
Barbara  Freeman, Laurance
Caruthers, Tearee Ford, Lonnie
Moore, Stanley Taylor, Vernell Linde-
say, Christopher Townsend, ‘William
W, Bland and Denise Perry.

To reach Robert A. Cronkletor,
Wyandotte County police and
courts reporter, call

(816) 234-5994 or send e-mail to
bcronkleton@kcstar.com
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~ the name of thte

mﬂf lwn Daggett, employee

| that lie’and three 'other BPU em-
all of them white, were on
thslrwnytolunchw&mnthcysaw
*'the noose hanging just above their
‘heads frotn a balcony railing. The
. noose was fashioned from what
- Crawford thought was a-¥%-inch
) t}ﬁd:mpe.Hesaidhewaﬂdim:rbed
"at seeing what has come to

Seo BPU, B-2

E(ANSAS IN BRIEF

bombing in 1993
Then

Ihding: KCK uhTrfy
violated civil rights

KANSAS COTY, Kan. — A federnl
agency has ruled that a city utility
violated the civil rights of - four em-
ployess by Investigating them for
possible ties to terrorist organims-
fiang after the World Trade Center.

Board of Public Utilities
General Manager Terry Drake or-
dered Investigations of several for:
etgrrborn soon afler the
fatal bombing In New York

J i

The employees, natives of Imaq.
and Imn, learned of the Investigs-
tions aftar being contacted by The

Kansas (ty Star In 1994,

BPU: Incident at power plant leadS to

Continued from B-1

ymbolize the ynchings that ter- -
orized African-American ditizens
or more than a cenl

“I'm o ““This s not
~hat1 1t is,'” Crawford said in
1 telepbone Interview Monday.

After 'lunch, about 30 minutes
'ater, Crawford, who performs
aecavy industrial cleanup for the
BPU, and other employees saw the
noose pulled tight around a hood-
ed sweatshirt. Nelther the noose

nor the shirt was ncmmmﬂ:d
racial epithets or anyt nﬂhf-vn

Crawford's name on it
Nevertheless, Cr-wford 47, be-

lleved the poose was meant to In-

“It was somebody’s Intention for
me to not just wonder If this was a

noosebqlknwltm.llnoow

Crawford 3aid. “I was' the only
bl.m:k. person there. It would be aw-
strange to direct that at some-

y white”
Although he suspected that'one
of the conmract employees had
made the noose, Crawford sald he
.could not idéntify a specific per-

sonL .

Crawford also suspected that the
noose was related to an incident
that occurred Nov. 21.

1is sald that while he was dem—
Ing outja large duct system that’

day, one of the contract em|

working above him placed a plece”

- of sheet metal In the system with-
' out first checking to see whether

anyone was below. A co-wurkz:r ;
paw what - was h.n]:q:«:nl.ngk s
out

‘ shouted at Crawford to loo
When he looked up, he saw tf
lhm Eetal two fact nbove hin

head. ;

After the two incidents, Crawford
Informed the union steward and
then wrote his letter to Daggett.

In a Nov. 27 written response to

 Crawford, Daggett sald he had dl-
recied the udlity’s attorney to In-
vestigate. “You may rest assured
that I am taking this matter very
seriously and that I will deal with it

accordingly.” Daggett said.
Crawford, .who has been on

said he was afrald of returning to
work. “I went through more emo-

damﬁm.nlcould lain,” he sald.
“Itho luhcan tynl'lhulldnd
of activity was in the past.”

plalnts with the FBI and Kansas
City, Kan_, police.

.On Monday, FBI spokeaman Jeff
Lm)zn sald lhnt his ofﬁce In con-

. S et Z._.._

RSN P

medical leave since the incident,

. Last week Crawford filed com- .

hate-crime mvestlgatlon,_ :

sultation with the U.5. ntmrncys

office in Kansas, determined that .

the Inddent did not meet the stan-

dards for a federal prosecution.
Lanza said Investigators could

not conclude, for example, that the

noose was almed at a specific per-
ed by _

son or that It was nccol
raclst eplthets. “None of that was™

present In this particular case, 2

Lanza sald.
A Kansas City, Kan., pol.h:e
spokesman sald he was not famil-

_iar with the case. Chlef Ron Miller ' .

could not bo re:nched for com-
ment.

Earller this ycar W'ynndoa:te -';Z ‘
's Unifled 'Government .

Counl

passed a hate-crimes ordinance

* that created stiffer-penalties’ for *

persons Wwhose misdemeanor

crimes were motivated by “antipa-
Lhy. animosity or hoqﬂllty bnsed :

TR vt J . .

battﬁy criminal demage toprop-
, harassment by telephone and
zwful use of Aweapon. —:- -
Mvi.n Sykes, Crawford’s “wicthin
advocate” and presldent of thie Jui-
tog for Ametica, seld e
belicved that municipal pmsecy-
tors were still to determine
whether the

_criminal investiga

dent viclated thye

Unificd Government's ordinence.-
Sykes added that he would be_ .

sending a formal requost fe-' oo

= e

T

e
e ——
—
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Where When $ Note
Leon Daggett, Don Gray, Pat Scherzer, Rodney Turner "Benefits Bd.
Cigar Box 2/18/2004 $189.30 Dev"?
Cigar Box 3/1/2004 $142.81
Cigar Box 4/14/2004 $228.39 Don Gray, James Epp, Joe Dick, Leon Daggett "Strategic Planning"
Cigar Box 4/28/2004 $143.54 Leon Daggett, Rodney Turner "Broad Band"
Cigar Box 9/2/2004 $155.91 Lunch - Marc Conklin, Leon Daggett "Budget review"
Cigar Box 4/12/2005 $57.59 Leon Daggett, PS "ins. Issues"
Cigar Box 9/20/2005 $249.32 "Econ Devel" Water Park, rates
Cigar Box 12/27/2005 $108.73 Don Gray, Mark Jones "BPU issues"
The Cigar Box 01/07/04 $219.60 For sure: Don Gray, Leon Dagget says Broad Band
The Golden Ox 1/27/2004 $256.30 Leon Daggett, Rodney Turner, DT, Pat Scherzer, PS




Testimony before the House Energy and Utility Committee
March 19, 2007
Supporting H.B. 2576

Chairperson Holmes and Honorable Members of the Committee:

My name is Tom Thompson and I represent the Kansas Chapter of the Sierra Club. I have
come today to speak in support of H.B. 2576.

H.B. 2576 calls for any municipal electric or gas utility serving more than 50,000
customers to be subject to the Kansas Corporation Commission.

The Sierra Club calls for clean air and clean water. It advocates for legislation at all
levels of government that will provide for an environment that keeps citizens healthy and
our wild and natural environment from being destroyed. It does what it can to promote
public policies that keep pollutants out of air and water that can make people sick. It also
strives to make sure that laws written to protect citizens are enforced.

The practices recently revealed by various documents about the Board of Public Utilities,
including 15 reported projects that were indicated as probably not being defensible under
EPA regulations, show that they may not be abiding by laws that ensure that the
environment is clean and are thus not working to protect the health of citizens in the area.
The Sierra Club believes that these practices could negatively impact not only those in
Kansas City, Kansas, but also those throughout the Kansas City Area, Eastern Kansas and
Western Missouri.

Because of this, the Sierra Club supports the Board of Public Utilities being subject to
Kansas Corporation Commission regulations concerning rates, charges and terms and
conditions of service. The Sierra Club believes that such oversight would help protect
citizens and the environment throughout the area. Many of those effected do not live in
the area served by the B.P.U. and deserve to have oversight by an agency that serves
them.

The Sierra Club supports HB 2576 and encourages the committee to support KCC
oversight of BPU.

Thank you for this opportunity and your time.
Sincerely

Tom Thompson
Sierra Club

ENERGY AND HOUSE UTILITIES
DATE: 3/ (9 [ 200+
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March 19, 2007

Mr. Chairman and Members of the Kansas House Energy and Utility Committee, thank
you for allowing me the opportunity to appear before you to express myself regarding the
proposal to place the Kansas City, Kansas Board of Public Utilities, under the
supervision of the Kansas Corporation Commission.

My name is Domingo Soto of 1713 Metropolitan, Kansas City, Kansas. I am a resident of
Wyandotte County, and as such a customer and rate payer, of the Board of Public
Utilities. I am also one of those rare Wyandotte County Republicans. My appearance
before you is very simple: I support said proposal. My support is based on the following:

* For the past thirty years or so, without question, I have faithfully paid my utilities bills
because I trusted the Board of Public Utilities with their decision making process on
behalf of their customers and ratepayers.

* This trust and confidence has, within recent years, been eroded due to the financial
and mismanagement crisis mode that the current Board is currently in:

1. Firing the former General Manager and allowing him a generous going away present
in the tune of $700,000 that the customers ratepayers had to pay.

2. The leasing of a suite at the Speedway, that us, the customers , the ratepayers had to
pay for it, without benefiting all of us

3. The recent confidential document, revealed by the KCSTAR, which indicated that
the Board of Public Utilities might have violated the Federal Clean Air Act, which
might cost us, the customers and ratepayers, millions of dollars in upgrades and
possible fines.

4. Their continued silence on issues and matters discussed above. In my opinion, the
Board should have admitted their mistakes and move forward with a plan to fix
whatever crisis they were experiencing.

In summation, | am asking this committee to move forward with this proposal, since I
have lost faith in the local elected Board to do that what is right for us the customers, and
ratepayers of the Kansas City, Kansas Public Utilities.

I will be glad to answer any questions committee members or other interested parties
might have.

Respectfully submitted,
Ly

; - (S
Domingo So$g--913-281-4175
1713 Metropolitan

Kansas City, Kansas 66103
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Testimony of Representative Michael J. Peterson and Others
March 16, 2007

Mr. Chairman and Committee Members:

This testimony is in opposition to House Bill 2576 which would, if enacted, place
the Board of Public Utilities of Kansas City, Kansas under the jurisdiction of the Kansas
Corporation Commission. This is in response to a news item in the Kansas City Star, that
there may be some fiscal problems with the Board of Public Utilities. There has been no
investigation; there are no relevant facts other than generalizations about a utility owned
by the government and the people of Kansas City, Wyandotte County, Kansas. It 1s
premature for any change, especially one as dramatic as this. We must assume that the
Senator’s actions were well intended; however, we find no basis in fact to support such a
radical departure from an orderly investigation, if necessary, by the proper authorities.

In 1980, the Kansas Supreme Court ruled that the Board of Public Utilities is an
agency of the city of Kansas City, Kansas, and although it operates under a Board, it 1s
under the jurisdiction of the Unified Government of Wyandotte County. The Board
oversees and runs the day-to-day operations of the utility, and when necessary, the
governing body of the city of Kansas City, Kansas makes policy decisions. The case in
1980 was over who was to select bond counsel. The Board at that time felt that they had
the authority to do this, just as the Board of City Commissioners felt that they had
exclusive right to select bond counsel. The Supreme Court, in a lengthy decision by
Justice Herd agreed with the position taken by the city of Kansas City, Kansas and
therein defined what the position of the Board of Public Utilities actually is. It 1s an
agency of the city, and instead of having a department head to govern it, it has an elected
board. This concept dates back to, I believe, 1929.

Senator Steineger has bypassed everyone and jumped to the conclusion that there
are abuses and they can only be solved by placing the BPU under the Kansas Corporation
Commission. We disagree. This is purely a local matter that will be decided by local
authorities. If there are civil violations or criminal complaints they should investigated
and promptly handled by those empowered to do so. Senator Steineger should have
informed the Unified Government of his concerns; be that as it may, it is a local matter

‘NERGY AND HOUSE UTILITIES
JATE: 5/(&] /Z,OO?
\TTACHMENT 5_]



that the Kansas Legislature has no business looking into in the absence of cxtremely
compelling and provable facts.

As far as the rest of us can see, there is no emergency, there are no criminal
charges, there are no civil suils, nor js there a general upheaval, and there seems to be no
onc upset other than Senator Steineger in that the rest of us have reccived no calls
conceming this matier. Our local authorities charged with the duty of reviewing the
relevant facts and have 1t wilhin their power to correct any problems that are present.

In 1980, the District Attorney of the 29" Judicial District filed ouster procceding against
three (3) members of the Board and the problem was handled by the next election, which
incidentally will be held on the first Tuesday of April of this year.

It is our opinion that this bill should be adversely reported to the House.

Respectfully Submitted,

Michael J. Peterson, Representative
37" District

MIP:sl
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Submitted Testimony Provided to the

House Utilities Committee
March 19, 2007

Don L. Gray
General Manager
Kansas City Board of Public Utilities

House Bill 2576—
Regulation of Kansas City Board of Public Utilities
By Kansas Corporation Commission

Honorable Chairman Holmes and Members of the Kansas House of
Representatives’ Utilities Committee:

Itis my pleasure to appear before you today—thank you for the opportunity to
address this Committee; my name is Don Gray, and | am the general manager of
the Kansas City Board of Public Utilities (BPU) in Kansas City, Kansas. | have
been the BPU’s general manager for the past 12 months. | have worked at BPU
for more than 36 years, starting as a laboratory technician; | am a life-long
resident of Wyandotte County. | appear before you today on behalf of the BPU
and its six elected board members who serve on the BPU’s elected board of
directors—present in the audience today are Mary Gonzales, BPU’s Board
President, and Robert L. Milan, Sr., BPU’s Board Vice-President.

BPU testifies today in opposition to House Bill 2576. BPU strongly opposes HB
2576, legislation that, if enacted, would remove local control of electric utility rate
setting from the BPU elected board of directors and place such control under the
direct authority of the Kansas Corporation Commission. BPU exists as an
administrative agency of local government, the Unified Government of Wyandotte
County/Kansas City, Kansas, pursuant to Charter CO-5-01. As a municipal
utility, BPU’s purpose is to provide electric and water utility services to its citizens
and customers who reside within Wyandotte County. Through direct
representation on the elected board of directors, the citizens of Wyandotte
County have a voice in all aspects of BPU governance, from ratemaking, to
budget approval and the oversight of BPU business activities.

ENERGY AND HOUSE UTILITIES
"EQURAL OPPORTUNITY EMPLOCYER” )
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About BPU

BPU is an administrative agency of the Unified Government of Wyandotte
County/Kansas City, Kansas. BPU’s water department was originally created in
1909, and its electric utility was operational in 1912. The purpose of the utility,
then and to this day, is to provide the highest quality electric and water services
at the lowest possible cost. Today the publicly owned utility serves approximately
65,000 electric and 51,000 water customers, primarily in Wyandotte County,
Kansas. The mission of the utility and its 650 employees is “to be the utility of
choice and the workplace of choice, while improving the quality of life in the
communities we serve.”

BPU's board consists of six elected board members, three of whom are elected
at large, and three of whom are elected from districts. The elected board
members serve staggered, four-year terms, and represent the interests of the
citizens and BPU customers who elect them.

BPU operates all aspects of utility delivery to its customers, from electric power
production, to transmission and distribution, delivering highly reliable, safe and
efficient electric service to its customers on demand, around the clock. BPU
provides this same level of quality water utility service.

BPU Accomplishments

As a not-for-profit publicly-owned utility, BPU’s top priority is its customers and
the community we serve. Our primary focus has always been, and will remain,
our customers. By focusing on Main Street, and not Wall Street, | believe BPU
can better serve its customers in Wyandotte County—BPU is responsible to
customers, not stockholders.

BPU’s purpose is simple, to provide dependable utility services at the lowest
possible price. This regard to customer service, as well as industry leading
achievements, has made BPU one of the top performing public utilities in the
country.

BPU has received numerous national and industry awards for excellence and
best practices, including the 2006 Reliable Public Power Provider (RP3) platinum
award from the American Public Power Association (APPA) for safety and
reliability, recognition for its best in class inventory controls, communications
efforts, and a litany of other service and operational awards and recognition.

BPU gives back to the community it serves, through community service hours,
philanthropic events, and civic support. In 2006, BPU was the number one
supporter in its class of the United Way campaign in the Kansas City metro area.



Moreover, BPU and its employees have raised more than $250,000 for children’s
organizations in Wyandotte County.

BPU works in partnership with the Unified Government and other local
organizations to attract new business, additional manufacturing, and new home
growth in every corner of Wyandotte County. We are proud to have played such
a critical role in this transformation that has occurred over the past decade.

Local Control

The critical difference between not-for-profit municipal electric utilities like BPU,
and their investor-owned, for-profit counterparts is that municipal utilities are
controlled and governed by locally-elected officials. Because BPU is a municipal,
governmental entity, its records are largely open to public review, its board
meetings and its rate hearings are all open to the public. BPU elected board
members are citizens of our community, elected by the people they represent.

House Bill 2576 would remove the local control of BPU’s important electric utility
rate-making authority, and would act to supersede the wishes of local citizens in
the active management and operation of their own, community-owned utility.
Local issues should be controlled at the local level. The primary issue here is:
are the ratepayers and citizens of BPU better served by rate-making at the local
level, or by some other form of control and governance? BPU believes the
answer is that BPU'’s ratepayers and citizens are best served by continued local
control.

Financial Integrity

Further acknowledging the fiscal direction of the utility and the leadership of its
board of directors and management, BPU recently received an A+ rating from the
Standard and Poor’s Ratings Services, and has also received an A+ revenue
bond rating from FitchRating.

These rating organizations based their findings on a number of factors,
specifically citing BPU's:

historically solid financial performance

good management, supported by management’s financial targets
low-cost, coal-based power supply

continued improvement in service territory

According to the Standard and Poors report, “Overall, BPU rates are competitive,
with an average retail rate of about 6 cents per kWh [kilowatt hour], which is on
par with the state average for 2005. Residential rates were about 8 cents per
kWh in 2005. The board’s industrial rate is slightly lower than the state rate, but is
substantially below that of the area’s investor-owned utilities. The board’s

Vi,



competitive position should not be compromised despite a proposed modest
electric rate increase for fiscal 2007. Water rates are manageable, despite rate
increases in 2003 and 2006.”

Furthermore, S&P stated that the BPU “...has adopted clear and prudent
financial guidelines, addressing working capital, debt service coverage levels,
operating and rate stabilization reserves, and the frequency of rate review.”

Clearly, based on these reports, BPU remains financially solvent and is prepared
to grow for the future, providing quality utility services to our customers and the
community.

For your review, provided with my written testimony are the Standard and Poors
and FitchRatings reports, as well as a letter from Kathy Peters, Kutac Rock,
BPU'’s rate counsel, explaining the rate-making process that BPU utilizes.

Closing Comment

Recent negative media accounts have focused on some areas of concern to
BPU. Since | have been general manager over the past 12 months, BPU has
implemented numerous changes in how business is managed, and how
ratepayer funds are spent. The BPU board of directors has made it clear: BPU
management must be sensitive to the perceptions of the citizens of Wyandotte
County, and must take positive steps to decrease costs, hold the line on rate
increases, improve customer satisfaction, and be mindful of the will of the
citizens.

Regretably, the media and the public have a negative perception of BPU’s
business practices—that is unacceptable to me. BPU is committed to doing
better. We will work to improve communication with the citizens we serve, and
we will tighten control over spending. Under my watch, we have begun the
process of reducing expenses, and increasing effectiveness. We will continue to
direct improvements to BPU’s business practices, and we will be ever-mindful of
the public’s concern over how ratepayer funds are spent.

Mr. Chairman, | will stand for questions at the appropriate time. | thank this
Committee for its attention.
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Profile

BPU is a combined utility system serving
approximately 69,000 electric and 55,000
water customers in Kansas City, Kan., and the
surrounding area of Wyandotte County. 2005
operating revenue was more than
$221 million, consisting of 84% electric and
16% water. Energy sales for 2005 consisted of
19% residential, 29% commercial, 32%
industrial and 20% other.

Related Research
e New Issue, July 25, 2005.

Key Credit Strengths

e  Historically solid financial
performance.

e  Low-cost, coal-based power supply.
Continued improvement in service
territory.

Key Credit Concerns

e  Sizable capital needs going forward.

e  Some customer concentration.

e  Large contributions to the general
fund.

August 1, 2006

Underpinnings for the rating continue to include the system’s
historically solid financial performance, a low-cost coal-based power
supply and retail rates that are in line with those of regional
competitors. Additional support for the rating is provided by ongoing
improvements in the utility’s service territory. Continuing a turnaround
that began several years ago, new development (retail, commercial and
residential) has spread from the western portion of Wyandotte County
eastward toward Kansas City proper. In addition, unemployment in
Wyandotte County decreased (7.3% in May 2006) and population
declines flattened, leading to stable sales growth for the electric
system. Electric sales have grown at a compound annual growth rate
(CAGR) of 1.7% over the past five years.

Credit concerns include a capital-improvement plan that features
construction of a new base-load plant, BPU’s above-average
contribution to the Unified Government of Wyandotte County/Kansas
City’s (Unified Government) general fund and some industrial
customer concentration.

Primary Future Credit Drivers

e The electric system’s large capital-improvement program (more
than $592 million over the next five years), which includes the
construction of a new base-load plant. The scope of the program is
mitigated by a drop-off in existing debt service beginning in 2009,
which will allow for the long-term financing of the new base-load
resource without a material increase in annual debt service from
current levels.

e The utility’s ability to implement appropriate rate increases to
achieve projected financial metrics.

e Management's execution of the new 20-year master plan,
including efficient management of the system’s power supply
needs and resources prior to completion of the planned new base-
load unit and the successful development of the new plant.

e Continued economic development and stability within the service
territory.

www fitchratings.com
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B Financial Summary

While BPU’s financial performance remains
consistent with those of other ‘A+’ rated retail
systems, it has weakened over the past several years.
DSC fell to 1.71x in 2005 from 2.06x in 2002, and
liquidity dropped from 131 days cash to 63 days cash
over the same period. Liquidity was affected in 2005
by an unplanned outage at the Nearman Station coal-
fired plant and the resulting increased purchased
power expense. This additional purchased power
expense of $9.5 million will be fully recovered
through the system’s energy rate component (ERC)
rider between May 2006 and October 2006 and will
replenish cash drawn down during 2005.

Targeted future financial objectives include DSC
levels in the range of 2.09x-2.30x and cash liquidity
of approximately 60 days of operations. The utility
also expects to utilize more frequent adjustments to
the ERC to stabilize the system’s operating results.

Interim financial statements through May 31, 2006,
indicate stable financial performance for the first five
months of this fiscal year. With the exception of an
increase in purchased power and a decrease in
wholesale market sales, both as a result of the 12-
week outage (of which eight weeks was scheduled) at
the Nearman Station plant, revenues and expenses
have been in-line with expectations. The increased
purchased power expenses have been passed through
to customers, S0 operating income has not been
affected.

The concern regarding the historically large general
fund transfer (between 10.8%—11.8% over the past
four years) is tempered by its consistent level in
recent years and the payment-in-lieu-of-taxes
(PILOT) portion of the transfer (defined as 7.9% of
revenues since Jan. 1, 2002, but can be raised by the
city council to as much as 15% of utility revenues)
being charged to consumers as a separate line item on
their bill. In essence, the PILOT is a cost pass-
through that does not affect BPU’s financial margins.
The remainder of the general fund transfer consists of
free services provided to the Unified Government.

E Recent Developments

Change in Management

In December 2005, the general manager of BPU was
terminated by the board after serving in that role for
10 years. Don Gray, who had been manager of water
operations for the past seven years and has been with

BPU for 35 years, was named interim general
manager. After a nationwide search, Mr. Gray was
appointed as the new general manager on
April 19, 2006.

Fitch Ratings views the senior management and staff
of BPU favorably. It is a deep and experienced team,
and Fitch expects that the operation of the utility and
the implementation of the 20-year master plan will
continue seamlessly through the recent change in
management.

Financial Policy Review

Fitch views current steps being taken by management
and the board with regard to the financial
performance of the utility as positive and will
monitor its progress on this front going forward.
Management initiated a rate study and a complete
review of the utility’s financial policies. These
reviews are currently taking place and are expected to
be completed by the end of the year. Results and
conchisions drawn from this review are expected to
help determine the appropriate rate levels for BPU to
meet its business plan goals. The potential for
changes to base electric rates will be considered upon
completion of these studies.

Future Base-Load Resource Addition

BPU is currently reviewing its options with regard to
the addition of new base-load capacity. The utility
expects to need additional capacity by 2012 to meet
expected growth, replace expiring purchase power
contracts and replace older, less efficient generating
assets. BPU expects to be long capacity when the
new asset initially comes online. The utility plans to
sell surplus power into the market by entering into
short-term power purchase agreements structured to
expire as BPU grows into the entire capacity of the
new asset. The utility expects to have a well-defined
project by the end of 2006 and move forward with
environmental permitting and preliminary design in
2007.

Nearman Station Outage

BPU’s Nearman Station coal-fired plant came back
online at the end of May after a 12-week outage. A
planned eight-week outage began the beginning of
March and was extended an additional three weeks to
replace a damaged rotor discovered during the
scheduled maintenance, thus mitigating future
maintenance that would otherwise have been required
at a later date. Purchased power expense as a result of
the eight-week scheduled outage totaled $9.5 million.

Unified Government of Wyandotte County/Kansas City (Kan.)
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Electric System Fuel Mix
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1.1% Purchase)
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: 15.2%

WAPA —Westemn Area Power Administration. SWP A —
Southwestern Power Administration. Source: Company reports.

These funds were fully collected through the ERC in
place from November 2005-April 2006, The extra
three- to four-week outage resulted in $4.3 million of
additional purchased power expense, which is being
recovered through the ERC in place between May
2006 and October 2006.

H Power Supply

Fitch views BPU’s low-cost power supply, which
consists of a combination of owned (primarily coal-
fired) and purchased power, as one of .the primary
strengths supporting the credit rating. The 80-mw
Nearman Station combustion turbine No. 4 peaking
unit came online in the summer of 2005 and enabled
BPU to continue to meet its peaking and reserve
margin requirements. The unit was the first addition
to BPU’s generation portfolio since 1981.

Reliability for BPU’s coal-fired units has been very
good, and in 2005, the utility had one of its best years
for availability of Nearman Station (90%), Quindaro
I (77%, but would have been 93% without scheduled
outage) and Quindaro II (93%). A major overhaul of
Quindaro I was finished in the fall of 2005, and an
overhaul of Quindaro II is scheduled for 2007. See
the Recent Developments section on page 2 for a
discussion regarding the recent scheduled outage at
the Nearman Station plant.

B Rates
As a result of BPU’s primarily coal-based generation
resources, the utility’s rates have historically been

very competitive and are expected to remain in-line
with those of other regional providers. Fitch expects
BPU’s rate competitiveness in the region going
forward to ultimately be determined to a great extent
by the ability of investor-owned utilities in the region
to receive approval for rate increases. BPU
implemented its fuel-adjustment clause (ERC) on
July 1, 2002. The rider has historically been reviewed
every six months and adjusted when necessary.
However, going forward, management plans on
reviewing the ERC on a monthly basis and
incorporating adjustments on a timelier basis if
needed. The ERC is calculated on a formula basis
and can be implemented simply by approval of the
general manager. No vote of the BPU is necessary to
make adjustments to the ERC.

A 7.1% rate-stabilization rider was put in place at the
beginning of 2002 and was originally scheduled to
expire on Dec. 31, 2004. The rider was created and
had been used to cover major emergency expenses,
such as a 2002 ice storm, a 2003 tornado and a major
lightening storm in 2004. The original rider was
extended through 2005. As of January 2006, the rider
was incorporated into base rates, in effect acting as
an increase in base rates. The rider has been reset at
0.0%, but the utility has retained the option to adjust
it in the future.

B Demographics
Despite some service area demographic concemns
over the past several years, the electric utility has
seen steady growth in both revenues (CAGR of
5.4%) and megawatt-hour sales (CAGR of 1.7%)
over the past five years,.

The electric system’s revenue distribution has been
very consistent and well-diversified over the past 10
years (see the Electric System Revenue Distribution
by Customer Class chart on page 4).

While BPU has three relatively large industrial
electric customers, overall customer concentration is
not viewed as a credit concern. In 2005, the top 10
electric customers accounted for 27.2% of revenues
and 32.0% of energy usage. The top user, Owens
Corning, accounted for 5.0% of revenues and 7.1% of
energy usage. Johnson County Water District No. 1
(Johnson County Water), currently the fourth-largest
electric customer, will have a new water treatment
center come online in 2010. BPU will provide power
to the facility, resulting in Johnson County Water
becoming BPU’s top electric customer.

Unified Government of Wyandotte County/Kansas City (Kan.)
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The water utility (16% of revenues) serves
approximately 55,000 customers in a 152 square-mile
service area. Water supply comes from the Missouri
River watershed, both the river itself and an aquifer
below the river. Over the past five years, water
system revenue and sales (gallons) have grown at
CAGRs of 7.1% and 0.6%, respectively. BPU
expects water sales to continue to grow steadily as a
result of continuing residential and commercial
development within the utility’s service territory.
Customer concentration within the water system is
not a concern, as the top 10 customers accounted for
only approximately 10% of water system revenues in
2005.

Electric System Revenue Distribution by
Customer Class

Industrial
25.0%

Other
13.0%

Commercial Residential
35.0% 27.0%

Source: Company reports,
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Financial Summary — Kansas City Board of Public Utilities
($000, Fiscal Years Ended Dec. 31)

2005 2004 2003 2002 2001
Cash Flow (x)
Debt-Service Coverage 1.71 1.81 1.93 2.06 1.47
Adjusted Debt-Service Coverage 1.55 1.67 1.82 1.92 1.40
Coverage of Full Obligations 0.99 1.00 1.17 1.28 0.89
Debt/Funds Available for Debt Service 6.2 7.4 49 48 6.9
Liquidity
Days Cash on Hand 63 86 117 131 120
Leverage (%)
Equity/Capitalization 48.6 48.3 571 56.3 56.9
Other (%) .
General Fund Transfer/Revenues 11.9 11.8 10.8 11.4 95
Variable-Rate Exposure/Capitalization 0.0 0.0 0.0 0.0 0.0
Income Statement
Total Operating Revenues 221,945 207,408 201,535 191,352 172,735
Total Operating Expenses 191,790 177,604 169,898 157,353 160,725
Operating Income 30,156 29,804 31,637 33,998 12,010
Funds Available for Debt Service 63,187 54,357 56,967 60,692 39,610
Total Annual Debt Service 37,041 29,969 29,471 29,439 26,903
Balance Sheet
Unrestricted Funds 28,111 36,346 46,769 47,729 44,859
Restricted Finds 79,927 116,635 18,275 21,768 17,014
Total Cash 108,038 152,711 65,044 69,497 61,872
Total Debt 391,064 400,847 281,220 288,759 273,281
Equity and/or Retained Earnings 369,628 374,481 374,887 371,306 360,362

Note: Numbers may not add due to rounding. Source: Company financial reports.

Copyright © 2006 by Fitch, Inc., Fitch Ratings Lid. and its subsidiaries. One State Street Plaza, NY, NY 10004.

Telephone: 1-§00-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whale or in part is prohibited except by permission. All rights reserved. All of the
information contained herein is based on information obtained from issuers, other obligors, underwriters, and other sources which Fitch believes to be reliable. Fitch does not audit or verify the
truth or accuracy of any such information. As a result, the information in this report is provided “as is" without any representation or warranty of any kind. A Fitch rating is an opinion as to the
creditworthiness of a security. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of
any security. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection
with the sale of the securities. Ratings may be changed, suspended, or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort.
Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-
exempt nature or taxability of payments made in respect to any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees
generally vary from US$1,000 to USS$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or insured
or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to USS1,500,000 (or the applicable currency equivalent). The
assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name as an expert in connection with any registration statement filed under the
United States securities laws, the Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any particular jurisdiction, Due to the relative efficiency of electronic
publishing and distribution, Fitch research may be available to electronic subscnbers up to three days earlier than to print subscribers.

Unified Government of Wyandotte County/Kansas City (Kan.)



STANDARD Ratings Biretf.'j:

- &POOR'S

RESEARCH

Wyandotte County Unified Government Board of Utility
System, Kansas; Combined Utility

Publication date: 08-Dec-2006 )

Primary Credit Analyst: Peter V Murphy, New York (1) 212-438-2065;
peter_murphy@standardandpoors.com

Secondary Credit Analyst: Paul Jasin, Dallas (1) 214-871-1424;
paul_jasin@standardandpoors.com

Credit Profile

AFFIRMED 5 L2 e Y
Wyandotte Cnty Unlf Govt Brd of Utll Sys, Kansas

$72.575 mil. Wyandotte Cnty/Kansas City Unif Govt

(Wyandotte Cnty Brd of Pub Util) util sys rev bnds ser 1998 dtd

12/01/1998 due 09/01/2002-2014 2018 2028 AAA/A+H{SPUR)
$25.325 mil. Wyandotte Cnty/Kansas City Unif Govt util sys rev

bnds (Wyandotte Cnty Un Govt Brd of Util) ser 1999 dtd

12/01/1989 due 09/01/2000-2017 2019 2024 2028 AAA/A+(SPUR)
Wyandotte Cnty/Kansas City Unif Govt, Kansas

Wyandotte Cnty/Kansas City Unif Govt, Kansas

$126.005 mil. Wyandotte Cnty/Kansas City Unif Govt util rev

(AMBAC) AAA/A+(SPUR)
$115.535 mil. Wyandotte Cnty/Kansas City Unif Govt util sys

imp rev bnds ser 2004B dtd 11/30/2004 due 09/01/2005-2007 .

2009-2019 2021 2023-2028 2032 (FSA) AAA/A+SPUR)

OUTLEOO

Rationale

The 'A+' rating on Wyandotte County Unified Government Board of Utility System, Kan.'s utility system
revenue bonds reflects:

o A stable service area with potential for growth driven by residential and commercial development;

e Good financial performance, supported by management's financial targets for debt service coverage
(1.6x-2.1x) and liquidity (60 days of working capital);

e Good management; and

° G;ood system operations, including ownership of relatively low-cost coal-fired base load power
plants.

Sizeable capital needs and a somewhat concentrated customer base limit these strengths.

A business profile of '4' (on a '10'-point scale, with '1' representing the least risk) has been assigned to the
board based on the good management, competitive rates, sound operations, and some concentration
among the system's largest users.

The bonds are payable from net revenues of the combined water and electric utility systems.

The Wyandotte County Unified Government Board of Utility System (BPU) provides electric and water
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service within Wyandotte County to more than 64,000 electric and more than 50,000 water accounts. The
service area economy is relatively diverse, with significant manufacturing-, government-, and
transportation-related sectors. Customer concentration is fairly significant, however, with the 10 leading
electric customers accounting for more than 21% of system revenues, including wholesale contracts. The
county also benefits from its participation in the Kansas City metropolitan area economy. However, income
indicators are below average. Unemployment rates, which have declined since the 2001 recession, remain
high relative to the state and national averages.

Electric operations provide the majority of revenues, 84%, while water operations provide the balance. The
utility is self-sufficient, capable of meeting its own energy requirements and selling excess base load
capacity. Many of its units are dual-fueled, allowing for peaking use as well. Additional power is purchased
when cost effective. Residential and commerecial electric rates are slightly above the state average,
although BPU's industrial and overall rates are below the state average, according to Energy Information
Agency data for 2004. BPU's rate advantage has been maintained in the industrial sector, which is
critically important, given BPU's current customer mix.

On the water side, BPU has shifted its water treatment process of surface water from the Missouri River to
underground well water filtration in conjunction with its latest water treatment facility. The effect of this shift
has been a reduction in treatment costs.

Financial performance is good. In recent years, management has focused on operating efficiencies to
counter commodity price and growth-related expenditure pressures, enabling debt service coverage to be
maintained at least 1.9x since fiscal 2001. Liquidity dipped to about 80 days at fiscal year-end 2005,
including a rate stabilization fund with a balance of $11.9 million. Fixed charge coverage, which takes into
account capacity payments associated with power purchases, was solid at 1.4x in fiscal 2005. A proposed
rate increase of about 4% for fiscal 2007 in the electric system will help preserve coverage levels. Earlier
in 2006, the board adopted a three-step water rate increase, which will increase water rates 9.6% by 2009.

Future debt plans include $45 million for general capital needs in 2007. Additionally, there is potential for a
large baseload power plant that would be debt-funded, although the board has not made any final
decisions on its future power resources to date. .

Outlook

The stable outlook reflects the expectation that financial margins and liquidity will be maintained at
adequate levels as management copes with growth-related and other capital pressures.

Economy

Wyandotte County's economy continues to expand. Commercial development in support of the rising
population is also underway. Owens Corning Inc. and General Motors Inc. two of the system's largest
utility users have recently expanded production at their plants. General Motors' Kansas City plant produces
the Chevy Malibu and Saturn VUE lines, and has recently added staff to an already sizeable workforce.
However, despite these developments, the unemployment rate for Wyandotte County was 7.4% in 2005,
which, although lower than it was in the past two years, is nevertheless three to four percentage points
above the state and national averages. The residents of Kansas City and Wyandotte County voted and
approved (with 60% in favor) the consolidation of governments, effective Oct. 1, 1997. The territory of the
unified government includes all of Wyandotte County except the cities of Bonner Springs, Edwardsville,
Lake Quivira, and unincorporated areas. The area served by the utility has extended into nearby
Leavenworth County, as water sale contracts with five local utilities have increased wholesale water sales
markedly since 1997.

Markets

The BPU provides electric service to all of the territory of the unified government with the exception of the
territory limits of the cities of Bonner Springs, Edwardsville, Lake Quivira, and a small unincorporated area
south of Bonner Springs. The electric system has 64,481 customers, and is forecasting 2% annual growth
in demand annually. In addition, the utility also provides wholesale power, under contract, to the Kansas
Municipal Energy Agency (KMEA) and the city of Columbia, Mo. BPU has wholesale power sales
agreements with KMEA through 2022 and Columbia through 2013. Each is obligated to pay a demand
charge for MW of capacity contracted to be purchased, kilowatt-hour (kWh) purchased, a fuel charge,




operation and maintenance charges, and their share of payments in lieu of taxes for their respective power
sales.

The BPU's primary electric customers are residential (89%); however, the majority of kWh sales and
revenues are accounted for by the commercial and industrial customers classes. Commercial and
industrial customers account for about 60% of energy sales but only 55% of electric system revenues in
2005, indicating a slight preference in rates for those two classes, which are key to the local economy. The
10 leading retail electric customers account for 26% of electric system revenues and 21% total utility
system operating revenues.

Operations

Electric system

The utility has three electric power generating stations and with power purchase agreements has ample
power to meet its peak demand (500 MW in fiscal 2005). The board's generating assets are predominantly
coal-fired, but gas and oil fueled units, as well as hydro resources purchased from the Southwestern
Power Administration, provide good fuel diversity among the board’s peak and baseload resources. A
long-term coal supply is secured pursuant to an agreement (expiring 2017) with Western Fuels, providing
for the delivery of coal to the Nearman Station by Western. The purchase price to the utility is based on
Western's costs of acquiring and delivering the coal, as well as a management fee.

BPU has wholesale power sales agreements with KMEA and the city of Columbia, Mo. for the sale of 38
MW and 20 MW, respectively, of output from the Nearman Station Unit No. 1. The agreement with KMEA
expires in 2022, and the agreement with Columbia terminates on the earlier of 2013 or upon the date of
deactivation of Nearman Station Unit No. 1. Each is obligated to pay a demand charge for MW of capacity
contracted to be purchased, kWh purchased, a fuel charge, operation and maintenance charges and their
share of payments in lieu of taxes for their respective power sales.

BPU's long-range electric system master plan indicates a sizeable coal-fired plant to serve baseload,
which would be needed by 2012, is also part of the utility's long-range plan.

Water system

Water service is provided to 50,000 customers in all areas within the territory of the unified government,
excluding Bonner Springs and Lake Quivira; wholesale water service is also provided to LanDel Water
District and Consolidated Water District No.1, both in Leavenworth County. The 10 leading customers
account for 23% of water by volume and about 10% of water revenues. Like the electric system, residential
customers account for the bulk of the total customer base, but commercial and industrial customers
account for water sales. Water is currently drawn from the Missouri River, which reduces treatment costs
relative to ground water. The board's strategy Is to be a major regional supplier, and water sales to five
interconnected water utilities are made under contracts of various lengths, some as long as 20. These
wholesale sales enable the board to maximize use of its treatment and delivery capabilities to keep retail
rates affordable.

Competitive Position

Overall, BPU rates are competitive, with an average retail rate of about 6 cents per kWh, which is on par
with the state average for 2005. Residential rates were about 8 cents per kWh in 2005. The board's
industrial rate is slightly lower than the state rate, but is substantially below that of the area's investor-
owned utilities. The board's competitive position should not be compromised despite a proposed modest
electric rate increase for fiscal 2007. Water rates are manageable, despite rate increases in 2003 and
2006.

Finances And Debt

Financial performance is sound, as BPU has achieved strong debt service coverage and maintained
sufficient reserves over the past several years. The board has adopted clear and prudent financial
guidelines, addressing working capital, debt service coverage levels, operating and rate stabilization
reserves, and the frequency of rate review. Operating revenues have grown steadily over time, increasing
to $222 million in fiscal 2005. Liquidity is adequate, with fiscal 2005 year-end unrestricted cash, including
an $11.9 million rate-stabilization fund, equaling about 60 days’ expenditures, down from 94 days' cash on




hand as of Dec. 31, 2003. Financial policies govern BPU's operations, including debt service coverage
targets of at least 1.6x in both the water and the electric system and liquidity targets that require a
minimum of 60 days' working capital. Furthermore, the board, when needed, has implemented a temporary
rate-stabilization rider to electric bills if extraordinary events result in operating deficits, enabling BPU to
fully recover unplanned costs on a timely basis. Currently, this rider is set at zero.

Upcoming debt plans include about $45 miillion for general system improvements in 2007, to finance
general capital needs. This debt will supplement the board's typical $22 miilion-$25 million of capital
spending from base rate revenues. While no decisions have been made to date, the board would need to
incur several hundred million dollars in debt should it undertake construction of a sizeable baseload coal-

fired generating facility.

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities
designed to preserve the independence and objectivity of ratings opinions. The credit ratings and observations contained herein
are solely statements of opinion and not statements of fact or recommendations to purchase, hold, or sell any securities or make
any other investment decisions. Accordingly, any user of the information contained herein should not rely on any credit rating or
other opinion contained herein in making any investment decision. Ratings are based on information received by Ratings
Services. Other divisions of Standard & Poor's may have informatlon that is not available to Ratings Services. Standard & Poor's
has established policies and procedures to maintain the confidentiality of non-public information received during the ratings
process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such
securities or third parties participating in marketing the securities. While Standard & Poor's reserves the right to disseminate the
rating, it receives no payment for doing so, except for subscriptions to its publications. Additional information about our ratings
fees is available at www.standardandpoors.com/usratingsfees.

Copyright © 1994-2006 Standard & Poor's, a division of The McGraw-Hill Companies.
All Rights Reserved. Privacy Notice

The McGravw Hill Companies

G-



KUTAK ROCK LLP

SUITE 500 b
1010 GRAND BOULEVARD Ny
KANSAS CITY, MISSOURI 64106-2220 Des Mulies
FAYETTEVILLE
816-960-0090 e
FACSIMILE 816-960-0041 LOS ANGELES
OKLAHOMA CITY
www.kutakrock.com OMAHA
PASADENA
RICHMOND

SCOTTSDALE
WASHINGTON
WICHITA

KATHRYN PRUESSNER PETERS

iy MEMORANDUM
TO: HOUSE UTILITIES COMMITTEE
FROM: MS. PETERS
DATE: MARCH 19, 2007
RE: HOUSE BILL 2576; EXISTING KANSAS CITY BOARD OF PUBLIC

UTILITIES RATE HEARING PROCEDURES

Since 1980, the Kansas City Board of Public Utilities (“BPU”) has been required by law
to hold public hearings before implementing any rate increases. The BPU is the only municipal
utility in the state which is required to hold public hearings as a part of its rate setting authority.
The procedures which the Kansas legislature put in place in 1980 are set forth in the Kansas
statutes, K.S.A. 13-1228a et seq.

Under the statutes and procedures, BPU has to publish notice of a public hearing at least
ninety (90) days before the hearing commences. BPU also sends out press releases immediately
prior to the hearing to remind its customers of the upcoming hearing. At the public hearing, the
staff and BPU consultants present staff's recommendation for adjustments to the rates and
comments from the public are heard. In addition, technical testimony from the BPU staff and
consultants, and from the intervenors if any party has filed a petition to intervene, is presented.

A hearing officer is selected to preside over the hearing and handle the functions of an
administrative law judge. A court reporting service records the proceedings. After completion
of all public comment and technical evidence, the Hearing Officer turns the proceedings over to
the elected BPU board members (the “Board™) for decision. The Board receives all the
testimony and evidence presented in the hearing, as well as final recommendations from the BPU
staff and intervenors.

The hearing includes both a public portion and a technical portion. In the public portion,
the BPU staff makes a public presentation setting out in detail the reasons that staff recommends
that the Board approve the rate proposal, and the public is given the opportunity to make
comments. In the technical portion, the BPU staff and any intervenors introduce pre-filed
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testimony, offer exhibits, cross-examine each other's witnesses and offer any other evidence felt
necessary by each party.

The BPU staff uses the 90 day period between the notice and the hearing to review the
initial hearing proposal in depth. For example, BPU staff has used this period to examine the
cost drivers which led to the initial proposal, and to determine if any cost reductions could be put
in place to lower the rate recommendation. This period provides an opportunity to schedule
community forums on BPU operations and the reasons that staff has proposed a rate increase.
BPU and its engineering consultants also use this time period to engage in extensive discussions
with representatives of BPU’s major industrial customers and their attorneys and engineering
consultants, reviewing all of the work papers and other materials which were filed in support of
the rate hearing proposal. The detailed scrutiny of the proposal in the 90 period has commonly
enabled BPU staff to lower the original recommendation as published in the notice, prior to the
commencement of the hearing.

There have been intervenors in every rate hearing which BPU has held since 1980.
BPU’s major industrial customers have intervened in each hearing, as a group, with an
experienced utility attorney and an engineering consulting firm representing them in the hearing.
In each hearing, during the technical portion of the hearing, BPU’s engineering consultant and
the industrial customers’ engineering consultant have worked together to review the BPU staff
proposal and to modify and refine the proposed rates as needed. In every rate hearing since
1980, the BPU and its major industrial customers have presented agreed-upon recommendations
to the Board for action after conclusion of the hearing. In these agreements, BPU staff and its
major customers have also agreed to work together on a continuous basis on various rate making

matters. For example, BPU staff is presently working with the major customer group on certain
time of use issues.

The final decision is on rates is that of the Board after receipt of all the public comment,
technical evidence and recommendations from BPU staff, consultants and intervenors. Until the
Board has reached its decision following the conclusion of the hearing, no rate increase can be
implemented.

Under the Kansas statutes, a dissatisfied intervenor can file a petition with the Wyandotte
County District Court no later than thirty (30) days after the Board has rendered its final decision
on the rate increase. If such a petition is filed, the Court will review the lawfulness or
reasonableness of the Board's decision based on the transcript of proceedings of the rate hearing.

Since 1980, an effective rate hearing procedure has been in place for the BPU. The rate
hearing procedure which the Kansas legislature approved in 1980 has been utilized to good effect
by the BPU staff and its customers through the years to provide a sound, public, forum for all
rate decisions of the utility.

K.P.P.



From: David MacGillivray [mailto:dmacgillivray@springsted.com]
Sent: Friday, March 16, 2007 6:00 PM

To: Lori Austin; Don Gray

Cc: dhays@wycokck.org; Bach, Doug

Subject: KCC Issue- Response

Hi,
In response to your request, I offer the following:

We understand legislation is being put forth which would require the
Board

of Public Utilities(BPU) to have proposed user rate changes approved at
the

state level. We also understand the legislation is drafted such that
the

BPU would be the only municipal electric utility in the state required
to go

through state approval for rate changes.

We believe this proposed legislation would have a negative impact on
the

BPU's credit rating. Whether the magnitude of this negative impact is
sufficient for a downgrading of the BPU's credit rating, can not now be
determined. However this proposal would have a major negative impact.
A

rating downgrade would lead to higher borrowing costs, less capacity to
respond to new infrastructure needs and ultimately higher user rates.

This added layer of approvals would be negative because of a new,
additional

layer of decision-making to the rate setting process, at a level
further

removed from the direct operation of the utility. The rating agencies
view

the ability of local officials to respond to their utility's needs as a
positive rating criteria. Multi-layered, local and state, regulatory
oversight in the setting of user rates is a negative rating condition
because changing financial conditions can not be responded to by those
closest to the utility, and because of the normally longer associated
review

and approval process.

Another potential outcome is that a protracted process with the
financial

dynamics of this industry could lead to the need to maintain higher
cash

reserve levels to fund unforeseeable market conditions.

This particular legislative proposal has the additional element of
singling

out only cone municipal utility in the state for such review. The
rating

agencies would be asking a significant number of questions as to why
this



specific legislative action was directed at the BPU? What is the
experience

base, as compared to investor-owned utilities, of the state regulatory
body

to conduct such a review given only one municipal utility would be
subject

to such a review? And with this singling out, what does that mean as
to the

state's position on BPU user rate increases in particular, as distinct
from

all other Kansas municipal utilities?

Those are my general comments based on what I understand to be the
situation.

Please contact me if you have any guestions.

Thanks

Dave

David N. MacGillivray, Chairman
Springsted Incorporated
651.223.3068

651.223.3002 fax

visit us at www.springsted.com
dmacgillivray@springsted.com

-1



KUTAK ROCK LLP

SUITE 500 Sl
HICAG
1010 GRAND BOULEVARD gl
KANSAS CITY, MISSOURI 64106-2220 e
FAYETTEVILLE
816-960-0090 :_T:‘:’TE ROCK
FACSIMILE 816-960-0041 L65 AhRE oy
OKLAHOMA CITY
www.kutakrock.com OMAHA
PASADENA
RICHMOND

SCOTTSDALE
WASHINGTON
WICHITA
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(818 sa0.0080, oo MEMORANDUM
TO: HOUSE UTILITIES COMMITTEE
FROM: KATHY PETERS
DATE: MARCH 19, 2007
RE: HOUSE BILL 2576; EXISTING KANSAS CITY BOARD OF PUBLIC

UTILITIES RATE HEARING PROCEDURES

Since 1980, the Kansas City Board of Public Utilities (“BPU”) has been required by law
to hold public hearings before implementing any rate increases. The BPU is the only municipal
utility in the state which is required by law to hold public hearings as a part of its rate setting
authority. The procedures which the Kansas legislature first put in place in 1980 are set forth in
the Kansas statutes, K.S.A. 13-1228a et seq.

Under the statutes and procedures, BPU has to publish notice of a public hearing at least
ninety (90) days before the hearing commences. BPU also sends out press releases immediately
prior to the hearing to remind its customers of the upcoming hearing. At the public hearing, the
staff and BPU consultants present staff's recommendation for adjustments to the rates and
comments from the public are heard. In addition, technical testimony from the BPU staff and
consultants, and from the interveners if any party has filed a petition to intervene, is presented.

A hearing officer is selected to preside over the hearing and handle the functions of an
administrative law judge. A court reporting service records the proceedings. After completion
of all public comment and technical evidence, the Hearing Officer turns the proceedings over to
the elected BPU board members (the “Board™) for decision. The Board receives all the
testimony and evidence presented in the hearing, as well as final recommendations from the BPU
staff and interveners.

The hearing includes both a public portion and a technical portion. In the public portion,
the BPU staff makes a public presentation setting out in detail the reasons that staff recommends
that the Board approve the rate proposal, and the public is given the opportunity to make
comments. In the technical portion, the BPU staff and any interveners introduce pre-filed



K

AK ROCK LLP

testimony, offer exhibits, cross-examine each other's witnesses and offer any other evidence felt
necessary by each party.

The BPU staff uses the 90 day period between the notice and the hearing to review the
initial hearing proposal in depth. For example, BPU staff has used this period to examine the
cost drivers which led to the initial proposal, and to determine if any cost reductions could be put
in place to lower the rate recommendation. This period provides an opportunity to schedule
community forums on BPU operations, construction projects and the reasons that staff has
proposed a rate increase. BPU and its engineering consultants also use this time period to
engage in extensive discussions with representatives of BPU’s major industrial customers and
their attorneys and engineering consultants, reviewing all of the work papers and other materials
which were filed in support of the rate hearing proposal. The detailed scrutiny of the proposal in
the 90 day period has commonly enabled BPU staff to lower the original recommendation as
published in the notice, prior to the commencement of the hearing.

There have been interveners in every rate hearing which BPU has held since 1980.
BPU’s major industrial customers have intervened in each hearing, as a group, with an
experienced utility attorney and an engineering consulting firm representing them in the hearing.
In each hearing, during the technical portion of the hearing, BPU’s engineering consultant and
the industrial customers’ engineering consultant have worked together to review the BPU staff
proposal and to modify and refine the proposed rates as needed. In every rate hearing since
1980, the BPU and its major industrial customers have presented agreed-upon recommendations
to the Board for action after conclusion of the hearing. In these agreements, BPU staff and its
major customers have also agreed to work together on a continuous basis on various rate making
matters. In the hearing held in November that resulted in rate revisions effective January 1,
2007, BPU entered an agreement with intervening customers General Motors, Owens-Corning
Fiberglas Corporation, the University of Kansas Medical Center, Griffin Wheel, WaterOne and
Armour Eckrich. BPU staff is presently working with these major customers on certain time of
use issues and other rate matters.

The final decision is on rates is that of the Board after receipt of all the public comment,
technical evidence and recommendations from BPU staff, consultants and interveners. Until the
Board has reached its decision following the conclusion of the hearing, no rate increase can be
implemented.

Under the Kansas statutes, a dissatisfied intervener can file a petition with the Wyandotte
County District Court no later than thirty (30) days after the Board has rendered its final decision
on the rate increase. If such a petition is filed, the Court will review the lawfulness or
reasonableness of the Board's decision based on the transcript of proceedings of the rate hearing.
The Court has the power to vacate a rate decision. No one has ever filed a petition challenging
the BPU rates following a public hearing.

Since 1980, an effective rate hearing procedure has been in place for the BPU. The rate
hearing procedure which the Kansas legislature approved in 1980 has been utilized to good effect
by the BPU staff and its customers through the years to provide a sound, public, forum for all
rate decisions of the utility.
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Unified Government Public Relations
701 N. 7" Street, Room 620
Kansas City, Kansas 66101

Mike Taylor, Public Relations Director
913.449.4848 mtaylor@wycokck.org

House Bill 2576
Control of the Kansas City Board of Public Utilities

Delivered March 19, 2007
House Energy and Utility Committee

The Unified Government of Wyandotte County/Kansas City opposes House Bill 2576 which proposes
to take control of the Board of Public Utilities away from local citizens and place it with the Kansas
Corporation Commission.

The BPU is a municipal utility owned by the citizens of Kansas City, Kansas. The citizens elect the
Board of Directors and if they don't like the way those elected officials operate the utility, they can and
will express that opinion at the polls. That process is going on right now for three of the seats on the
board. Taking control of the utility away from the citizens and their elected officials and handing it over

to a non-elected state agency is an affront to our citizens, local control and representative democracy.
It is also bad public policy.

The BPU is now subject to several levels of control and oversight: 1)An intemal auditor reviews
financial and operational activities and reports to the BPU Board;, 2)An independent external
accounting firm conducts two financial management audits a year; 3)The Unified Government
Legislative Auditor has conducted two financial audits and will be doing more; 4)A BPU customer
group meets with the utility regularly to discuss rates and other operational aspects of the utility;
5)The media is active in covering events at the utiility keeping the public informed; 6)Several State
and Federal agencies impose various controls and oversights; and 7)BPU management and UG
management meet monthly to discuss and coordinate issues.

Additionally, Mayor Joe Reardon is announcing this moring that because of the utility plan to build a
new power plant in the next few years and the fact that the Unified Government will be the entity
borrowing the money for that construction, he is calling on the County Administrator and Legislative
Auditor to provide a thorough analysis of the financial condition of the BPU and the advisibility of
issuing the debt to construct the plant. This detailed, independent analysis is one more example of
how responsible local control provides thorough oversight of the BPU.

In closing, | need to raise one more issue which points to the reason turning control of the utility over
to the KCC is a bad public policy decision. This knee-jerk proposal has failed to take into account how
that shift may affect outstanding bonds issued to finance the utility. Do those bonds require the BPU
to have authority to set rates? Will imposing KCC controls over rates breach those bond covenants?

These are questions which have probably not been contemplated and certainly not studied by the
legislator proposing HB 2576.

The Unifiea Government, on behail of the citizens it represents, uraes the commitiee to reject B
2576 and the similar amendment contained in HB 2032. ENERGY AND HOUSE UTILITIES
DATE: 5{[51/2007

ATTACHMENT f‘
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eCO“th-l( aﬂgﬁg Mike Taylor, Public Relations Director ~ 913.573.5565
FOR IMMEDIATE RELEASE March 19, 2007

Mayor Supports Retaining Local Control

Reardon Calls for Analysis of BPU

Mayor Joe Reardon today said the best the course of action for the Board of Public Utilities is for the
community to retain local control and oversight and for the elected BPU Board of Directors to protect
the integrity of the utility. Reardon said:

“The BPU is a community asset. As Mayor | expect, and believe the Unified Government Board of
Commissioners will demand, that the elected board and management of the BPU will take the
necessary steps to protect the integrity of its operation for our citizens.

Local control and local scrutiny are the hallmarks of a publicly owned utility like the BPU. The most
direct accountability rests with the board, elected by the citizens of the community the utility serves. |
believe retaining that local control and not ceding it to a state commission is the best course of action.

The BPU's recent presentation to the Unified Government Board of Commissioners focused on the
utility’s conclusion that a new $500 million power generation facility is needed for the future of our
community. When an extraordinary investment is proposed by the utility, additional scrutiny by the
UG Board of Commissioners is necessary as the UG and the community itself will be called on to
commit to the investment.

In light of BPU’s plan and the ultimate request for the UG to issue debt to build the plant, | will be
asking the County Administrator and Legislative Auditor to provide the Unified Government Board of
Commissioners with a thorough analysis of the financial condition of the BPU, the advisability of
issuing a large amount of debt to build a new plant and a realistic analysis of the need for a new coal
fire plant for our community and possible options for providing additional electric power.

It is only with this thorough, independent analysis that the UG board of commissioners can make a
responsible decision with respect to one of the largest single public investments in the history of the
county.

| will be asking the County Administrator to outline for the commission his course of action to begin
the analysis before the end of the month.”

CONTACT: Mike Taylor, Public Relations Director Office: 913.573.5565 Cell: 913.449.4848
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To: House Energy and Utilities Committee

From: Kimberly Winn, Director of Policy Development & Communications
Date: March 19, 2007

Re: HB 2576

Thank you for the opportunity to offer comments on behalf of the 576 member cities of
the League of Kansas Municipalities. We appear today in opposition to HB 2576.

Earlier this year, this Committee passed out HB 2032, a bill which represented an
agreement between municipal utilities in Kansas and the Kansas Corporation
Commission (KCC). That bill was designed to deregulate certain municipal utilities
provided that specific protections were allowed for the customers that live outside the
three mile ring around the city. We believe that HB 2032 is a fair and appropriate
compromise regarding the issue of KCC jurisdiction over municipal utilities.

Municipal electric and gas utilities are operated by officials who are elected at the local
level. The 2007 Statement of Municipal Policy, as adopted by the LKM Convention of
Voting Delegates, supports “the greatest measure of self-determination in the
operation” of municipal utilities. HB 2576 opens the door to KCC jurisdiction over
municipal utilities, and for this reason, we must oppose this legislation.

We urge this Committee to reject this legislation and to continue to support the
compromise which was represented in HB 2032. Thank you for your consideration and
| would be happy to stand for questions at the appropriate time.

ENERGY AND HOUSE UTILITIES
DATE: 3/ {Cz/ZOO’-l'
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Partnering for Success

THE KANSAS CITY KANSAS AREA
CHAMBER OF COMMERCE

727 Minnesota Avenue

P.O. Box 171337

Kansas City, Kansas 66117

Phone: 913-371-3070

Fax: 913-371-3732
www.kckchamber.com

TO: MEMBERS OF THE HOUSE ENERGY & UTILITY COMMITTEE
FROM: CINDY CASH, PRESIDENT/CEO

RE: TESTIMONY ON HB 2576 AND HB 2032

DATE: MARCH 19, 2007

Chairman Holmes and Members of the House Energy & Ultilities Committee, my
name is Cindy Cash and | am the President/CEO of the Kansas City Kansas
Area Chamber of Commerce. | am also a resident of Kansas City, Kansas and
rate payer of the Kansas City Board of Public Utilities known locally as the BPU.

| am here today to urge this committee to either take out the amendment in
House Bill 2576 that would put the BPU under the regulatory control of the
Kansas Corporation Commission or defeat the bill in its entirety. | am also here
today to ask that the similar HB 2032 that was passed by the Senate on March
14" have this same amendment taken out in conference committee or that bill
also be defeated in its entirety.

Last week | emailed a letter to members of the Wyandotte County delegation,
legislative leadership, the Governor and Lieutenant Governor expressing among
other things the Chamber’s total lack of support for this amendment. A copy of
this letter is attached to this testimony.

The Kansas City Board of Public Utilities is a municipally owned utility. It is
owned by the people of Kansas City, Kansas. We believe it is the right of the
people of KCK to determine the course of their utility. An amendment has been
inserted into these two bills that would take away this right. This action was
initiated by Senator Steineger without any notice or even conversation to anyone
at the Ultility, the Chamber, the Unified Government or any community leader |
am aware of. In fact, | spoke with Senator Steineger on Tuesday, March 13" and
he said nothing to me at that time about this amendment that so greatly affects
our community which passed the Senate in HB2032 the very next day.

ENERGY AND HOUSE UTILITIES
DATE: 3/fﬁ/2007

ATTACHMENT ﬁ_ )



We believe our community as a whole needs to determine the course of direction
of the BPU. The media has documented areas of concern for all of us at our
utility. We as citizens and ratepayers need to ask questions and get answers to
our concerns. We are currently in the final weeks of the election season that will
decide three seats on the BPU board for the next four years by the voters. That
is the way a municipally owned utility should be regulated, by the voters and the
community it serves.

The BPU not only provides electric and water service to the community, it also
provides community service through public service of its employees, donations to
community activities and youth, as well as investments in the development of the
community. In fact the Chamber | serve has been a recipient of some of these
funds in the past to pursue economic development growth in our community.
Those funds assisted us and our partners in bringing more business and
residents to the community which resulted in more electrical and water usage for
the utility

The BPU is also a part of our Unified Government and is intertwined with them
through billing and services such as fire hydrants and traffic lights. The Kansas
Corporation Commission regulates entities that are pure utility. Our BPU is more
than that in our community and our citizens and ratepayers should be the ones to
decide what services — both utility and community they are willing to pay for.

Putting the BPU under the Kansas Corporation Commission will not accomplish
this.

Please do not pass House Bill 2576 out of the House Energy and Utility
committee with this amendment and please do the same with House Bill 2032 in
Conference committee. Thank you very much.
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March 15, 2007

The Kansas City Kansas Area Chamber of Commerce would like to go on record
regarding some of the recent legislative introductions by Senator Chris Steineger.

The Kansas City Kansas Area Chamber does not support, endorse or even
agree with any of Senator Steinegers’ recent proposals to:

1. Have legislation to merge Wyandotte and Johnson County. We are
pleased with the progress our County/City consolidation has made but do
not believe an attempt at the consolidation of Wyandotte and Johnson
counties would result in anything other than bad feelings and a colossal
waste of time and money.

2. Sell KU Hospital for $800 million and split the proceeds between deferred
maintenance at universities and the funding of the KPERS fund. We
believe KU Hospital is an incredible resource as it is right now. lItis
overseen by Kansans through the Hospital Authority Board. It has gained
an excellent reputation for its cutting edge medical practices and
compassionate care. It gives back to the community in many ways and
takes care of its share of people who have little or no health insurance.
We don't think you can put a price on an institution like KU Hospital and
certainly do not believe it should be sold. We believe there are other
methods to fund the deferred maintenance issues and KPERS such as
expanded gaming.

3. Put the control of the Board of Public Utilities under the Kansas
Corporation Commission. The Board of Public Utilities is a municipally
owned facility. It belongs to the citizens of Kansas City, Kansas and we
as citizens and customers need to determine the direction of its control,
not the state.

We felt it important to go on record at this time regarding these issues. Even
though Senator Steineger is an elected official and was voted in by a majority of
his district, he does not represent every voter in the county. His three proposals
certainly do not represent the Chamber’s interests for the businesses and the
community.

Sincerely,

Cindy Cash
President/CEO
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Submitted Testimony Provided the

House Utilities Committee
March 19, 2007

Colin Hansen
Executive Director
Kansas Municipal Utilities

House Bill 2576—
Regulation of Kansas City Board of Public Utilities
by State Corporation Commission

On behalf of its 170 municipal electric, natural gas, water and wastewater members,
Kansas Municipal Utilities (KMU) strongly opposes House Bill 2576, legislation to
remove local control of rate setting from the Kansas City Board of Public Utilities
(KCBPU).

Local Control

The core principle driving all municipal utilities is control and oversight of its operations
by a locally-elected council, commission or board. Should the customers of a municipal
utility have concerns regarding the management or operation of its community-owned
utility, they have a direct opportunity at the ballot box to affect change. HB 2576 would
remove the right of Kansas City, Kansas citizens to decide how best to operate their own
community-owned system.

Local Issues Handled Locally

Local issues are best handled at a local level. For nearly a hundred years, a
representative process has been in place for the customer-owners of Kansas City BPU to
directly appoint the board to govern their system. KMU believes that it is through this
representative process that any debate regarding the management and oversight of the
utility should be addressed, not the state legislature.

Customer vs. Shareholder Dichotomy

The primary reason for state corporation commission regulation of large investor-owned
utilities is the potential conflict between the customers and ratepayers of the utility and
those shareholders investing in the system. Municipal utilities like Kansas City BPU are
owned by the customers they serve and therefore do not have the potential for such
conflict.

Cost to BPU Consumers

We believe the cost to Kansas City BPU, and ultimately its customers, would increase
significantly if the utility were required to seek approval from the Kansas Corporation
Commission (KCC). Fees paid to the commission to support the agency would be a new
cost borne by BPU ratepayers. In addition, the utility would be required to pav for new

ENERGY AND HOUSE UTILITIES
DATE: 3|19 (2007
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legal, engineering and consulting assistance to do nothing more than create the
expansive rate filings — and prepare for subsequent hearings — required by the KCC
ratemaking process.

Impact on HB 2032

The language in HB 2576 was initially introduced as an amendment to HB 2032.

HB 2032 is compromise legislation four years in the making that seeks to remove an
unnecessary regulatory burden on those municipal electric and gas utilities with
customers more than three miles outside of their city boundaries. The majority of these
municipal utilities are small and rural in nature. As introduced, KMU believes that the
amendment now reflected as HB 2576 would do far more harm to the municipal utility
community in Kansas than any benefit that the original bill would have produced.

BPU History

In 1912, the citizens of Kansas City, Kansas voted to establish a municipally-owned and
operated electric utility. Since that time, the utility has provided reliable and low-cost
service to its customer-owners. Like any utility, BPU has faced its share of ups and
downs over the past nine-and-a-half decades. However, the utility has always
persevered through these difficulties while retaining local control.

BPU Offers Effective Utility Service

According to a recent rate comparison completed by KMU for its member utilities,
Kansas City BPU had the 9t lowest total electric rate of the 154 municipal utilities, rural
electric cooperatives, and investor-owned utilities in the state of Kansas. The linemen,
power plant operators, and other employees of BPU are some of the most well-respected
and competent in the industry. The utility is innovative and forward-thinking, as
indicated by such recent projects and initiatives as their announced intention to invest in
the Smoky Hills Wind Farm, plans for a new baseload coal unit, the utility’s upcoming
Green Build Energy Conference, a recent Plug-in Electric Hybrid Vehicle Seminar, and
countless other instances of volunteerism, support and assistance to citizens in
Wyandotte County. KMU supports BPU and believes that local control has worked well
in the KCK community.

Conclusion

The members of KMU strongly urge the committee to oppose HB 2576 and to allow the
local issues of any community-owned utility, large or small, to be handled through the
appropriate local representative process.





