Approved: ___ February 21, 2006
Date

MINUTES OF THE SENATE UTILITIES COMMITTEE

The meeting was called to order by Chairman Jay Emler at 9:30 A.M. on February 20, 2006 in Room 526-
S of the Capitol.

Committee members absent:

Committee staff present: Raney Gilliland, Kansas Legislative Research Department
Bruce Kinzie, Revisor of Statutes’ Office
Ann McMorris, Committee Secretary

Conferees appearing before the committee:

Others in attendance: See attached list.

Chairman opened for discussion on

SB 414 - Enacting the gas safety and reliability policy act

Kansas Gas Service had offered amendments to SB 414 which the Chair reviewed, citing each addition or
deletion throughout the text of the bill. He opened for discussion and possible action.

Moved by Senator Taddiken. seconded by Senator Reitz, adoption of the amendments to SB 414 proposed
by Kansas Gas Service. Motion carried. (Attachment 1)

KCC answered questions on how the Commission handled rate case requests for recovering unforeseen
expenses more quickly. Also questions asked on what advantages did the consumer get. CURB voiced their
opposition and referred to their proposed amendments presented at the February 2, 2006 hearing on SB 414.

Opposition was voiced on the language regarding GSRS charges and additional language was proposed by
Senator Francisco. (Attachment 2)

Moved by Senator Francisco, to amend SB 414 by including all the amendments proposed by CURB. This
motion died for lack of a second.

Moved by Senator Francisco. seconded by Senator Lee, to amend SB 414, by inserting the language “enacted
or adopted following the filing of the most recent rate case for the natural gas public utility requesting the
GSRS” on page 1 line 43 following the word ‘facilities’ and on page 2. line 5 following the word
‘requirements’. Motion failed. (Attachment 2)

Moved by Senator Taddiken. seconded by Senator Reitz, to pass SB 414 out favorably as amended. Motion
carried. “NO” votes recorded for Senators Lee and Francisco. (Attachment 1)

Approval of Minutes

Moved by Senator Apple, seconded by Senator Reitz, approval of the minutes of the meeting of the Senate
Utilities Committee held on February 16, 2006. Motion carried.

Adjournment.
Respectfully submitted,
Ann McMorris, Secretary

Attachments - 2

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
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SENATE BILL No. 414
By Comnmittes on Utilities
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AN ACT concerning public atilities: relating to natural gas: enacting the
gas safety and reliability policy act.

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

Section 1. This act may he eited us the aas safety and reliability
P¢ ali(’}’ act.

Sec. 2. For the purposes of this act:

iat "GSRS” means gas svstem reliability surcharge:;

{hi “appropriate pretax revenues” means the revenues necessary to
produce net operating income equal to:

11 The natural gas public utilin”s sweighted cost of capital multiplied
by the net original cost of eligible infrastructure svstem replacements,
1mlndmcf recognition of acenmulated deferred income tazes and accu-
mulated [li.‘pli*t fation associated with eligible infrastmcture system re-
placements which are included in a curre ntly etfective GSRS;

i21 recover state, federal and local income or excise taxes applicable
to Sl](‘jl IceTe:

i3 recover dvpr(.ﬂuiutiun EXpEnses;

fel “pmmnmission” means the state corporation commission:

(di eligible infrastructure svstem replacement”™ means natural gas
Pblic utility plant projects that:

(11 Do not increase revenues by directly connecting the infrastrme-
(R rl.-‘P[;l(_'(_"l.]li.-*llt to new customers:

i21 are in service and used and required to be used:

(31 swere not included in the natural gas public utility's rate base in
its most recent general rate case; and

P41 ruple«.f- or exterid the useful life of an existing infrastructure:

jel “natural gas public utilit” shall have the same meaning respre-
tively wseribed thL reto by subsection (a) of K.S.A. 66-1.200, and amend-
me:wn-ts thereto:

it Tnatural gas utility plant projects”™ may consist only of the

i 1“0'-,‘.'111;:_::

i1 Mains. valves, serviee lines, regnlator stations, vaults wnd ather

pipeline system components installed to comply with state or {ederal
safety requirements as replacenients for existing facilities that have worn

ttee

i

Senate Utilities Comm
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out or are in deteriprated condition:

{21 main relining projects, service line insertion projects, joint encap-
sulation projects and other similar projects extending the useful life or
enhancing the integrity of pipeline system components undertaken to
comply with state ar federal safety wtiunmnunth; anel

(31 Elllt}‘uielﬂc.ltl()n\ reqmrud due to construction or nnprm -

ment of a hichwav, road . street, l‘ouhl}(‘ way or other jual blie wark h\‘ OF 01

behalf of t]u' United States, this state. a lmhn( -al subdivision of this state

or another entity having the power of eminent domain provided that the

costs related to such pqu(mta Juwve not been reimbursed to the natural
vas ll!lhll(. utility:

igl “GSRS revenues” means revenues produced through « GSRS ex-
clusive of revenues from all other rates and charges.

Sec. 3. ial Notwithstanding any other provisions of chapter 66 of the
Kunsas Statutes Annotated, and amendments thereto. heginning July L
2006, a nutural gas public utility providing gas service may file a4 petition
and proposed mlu schedules with the commission to establish or ¢l e
GSRS rate schedulés tlat will allow for the adjustment of the natural gas
public utilit’s rates and changes to prov ide for the recovery of costs Tor
vligrible mfrastructure svsten replacements. The commission may not ap-
prove a GSRS to the extent it would produce total annualized GSRS
revennes helow the lesser of $1LONLOWY or L2o of the natural gas public
utility's base revenue level 411111:“"'] by the commission in the natural gas
l)lll\!l( utility’s most recent gene ral Tate proceeding. The commission may
nat approve a GSRS to the extent itwould produce total annualized € SRS
rov L‘Hllt s exceeding [0% of the watural gas public ntility’s base reverme
level approved by the conmmission in tiw natural gas puhll(_ utility's most
recent generul rate procecding. A GSRS and any future (.hdﬂ”t‘ﬂ thereto
shall be caleulated and 1n1plvmuutod in accordance with the provisions of
sections 2 through 4. and wmendments thereto, GSRS revenues shall he
subject to a refund based upon a finding and order of the commission to
the extent provided in subsections {e! ated {10 of section 4, and amend-
ments thereto,

ihi  The commission shall not approve a GSRS for any natural gas
public utility that has not Tad @ gener ral rate proceeding decided or dis-
missed by issuance of a commission order within the past 60 manths.
unless the natural agas public utility has filed for or is the subject o a ness
general rate proceeding.

{cr In no event| shall a natural gas public utility collect a GSRS for «
period exceeding 60 months !mlv.\.\ the natural gas public utility lus filed
for or is the ﬁil]?]t*Lt of 4 new general rate prncmwlmrr exoe Pt that the
GSRS may be collected until thu effective date of new rate schedules
vstablished as a lifltllt of the new general rate proceeding. or until the

|
|

Ifacility
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]

[}

subject general rate proceeding is otherwise decided or dismissed Dy is-
SHANCE u[ a comtission order without new rates being established.

Sec. 4. (a) At the time that a natural gas public utility files a petition
with tlw commission seeking to establish or change 0 C SRS, it shull sub-
wit proposed GSRS rate schedules and its supporting docunentation
repurding the calenlation of the proposed GSRS with the petition and
sl)ail serve commission stall and the citizens utility ratepayer board with
a copy ol its lwtmnn its pmpmr-d rate uhm]n]m ared its suppumnu
docmmentation.

ithi 1) When a petition, along with any associated proposed rate
schiedules, is filed prrsuant to the provisions of sectious 2 through 4, and
amendments theveto, the conunission shall conduet an examination of the
proposed GSRS;

i

(21 the statl of the umunissic‘mlln_uiﬂ{ xamine information of the nat-
ural gas public utility to confirm that the underlving costs are in accord-
ance with the provisions of sections 2 through 4. and amendments
thereto, and to conlfling proper calenlation of the proposed charge, The

slallehsmt alreport regarding its examnination o e comnnssion
not later than 60 days after the petition is filed. No other revenue re-
iirement or r.ttvnmkuw issues may be examined in consideration of the
P tition or associated proposed rate schedules tiled purstant to the pro-
visions of sections 2 throush 4. and amendments thereto:

{31 the conmission mav hold & hearing on the petition and any as-
sociuted rate schednles wud shall issue an order to become effoctive not
later than 1200 days witer the petition is filed: and

{40 if the commission tinds that a petition complies with the require-
ments o sections 2 through 4, and wendments thereto. the comission
shiall enter an order wuthorizing the natura gas public utility to irmpose o
GSRS that is sutlicient to recover appropriate pretus revenue. as deter-
wined by the commission pursnant to the provisions of sections 2 through

4. and amendments thereto.
ich A natural cas utlllt\' iy e Aectuate u cli.mwv in its rate pursuant

to the provisions of this section no more often tlmn!wu hmmlvwﬂ 12

months,

idi I determining the appropriate pretax revenue, the cotmmission
shiall consider only the following factors:

il The net rurirrmd[ cost of eligible infrastructure system replice-
ments. The net nr:umal cost shall e defined as the nm"uu] cost of eligihle
infrastructure svstem replacements less assnciated retirements of existing
infrastructure:

27 the accumlated deferred income taxes associated with the eli-
t'lhh‘ infrastructure|svstem replacements:

i3 the dmumuul e depreciation associated with the eligible infre-

once
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stimeture systemn lt]_!]LlL‘LIl]l:'lltN

i4)  the current state, federal and local income tax or excise rates;

{51 the natural gas public utility's actual regulatory capital structure
as determined during the most recent Ut‘l]t‘rl' rate procecding of the
natural gas public utility:

i6i t!w actial cost rates for the natural gas public utiliy’s debt and
preferred stock as determined during the most recent general rate pro-
Leedm; of the natural gas puhhc uhlm

(71 the natural gus public utility’s cost of common equity as deter-
mined during the most recent rrenem! rate proceeding of the natural gas
public utility:

(S1  the current depreciation rates applicable to the eligible infrastrue-
ture system repl wements; and

(9! in the évent information pursuant to pan luldl'lh:, (30 (6)and (T
are unavailable and the commission is not pravided with such infarmation
on an agreed-upon basis. the commission shall utilize the average of the
recommendations contained in the testimony submitted by the natural

gas public utility and commission staff clunm, the most recent general
rate proceeding of the natural gas public utility to determine the capital
structure, recommended cost rates for debt and preferred stock and rec-
ommended cost of common equity to determine the av erage weighted
cost of capital.

fe} (1) The monthly GSRS charge shall be allocated among the nat-
ural gas public utility’s classes of customers in the same manner as costs
for the same type of facilities was allocated anmong classes of customers
in the natural gas public utility’s most recent [{L‘l‘ll:‘l’dl rate }_)IOLL-'G'(IHIL If
that allocation is not available or determinable, the commission shall util-
ize the average of the recormmendations contained in the testimony sub-
witted by the nutural gas public utility and the commission stafl IGU'JI(IIHU

class 4110(. ation of cost

(2} at the end of each twelve-maonth calendar period the GSRS is in
effect, the natural gas public utility shall reconcile the differences be-
tween the revenues resulting from a GSRS and the appropriate pretax
revenues as found by the commission for that period and shall submit the
reconciliation and a proposed GSRS adjustment to the commission for
approval to recover or refund the difference, as appropriate, through ad-
justments of the GSRS charge.

ifd (1) A natural gus lmhllc utility that has implemented a GSRS pur-
suant to the provisions ol sections 2 thlough 4, and amendments thereto,
shall file revised rate schedules to reset the GSRS to zero when new base
rates and charges become effective for the natural gas pulrhl_ utility Tol-
lowing a commission order establishing customer rates in a general rate
proceeding that incorporates in the utility’s base rates, subject to subsec-

. A GSRS shall be charged to customers as a monthly fixed
charge and not based on volumetric consumption. Such charge
shall not increase more than $.40 per residential customer per
month over the base rates in effect for the initial filing of a
GSRS. Thereafter, each filing shall not increase more than $.40
per residential customer per month over the most recent filing
of a GSRS

S
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tions (hi and (1), eligible costs previously reflected in the currently effec-
tive (SRS

{21 upon the inclusion in a natural gas public utility’s base rates sub-
ject to subsections (hi and G of e ligible costs prev ioushy reflected in a

GSRS. the natural gas public utility shall immediate Iy the realter reconcile

any previoush: unmumul od GSRS revenues as necessary to ensure that
revennes resulting from the GSRS match as closely as 1m<ﬁ1!11e the ap-
propriate pretax revenues as tound by the commission for that perind.

(g) A natural gas public utility’s filing of a petition or change to a

SRS pursnant to the provisions of sections 2 through 4, and amend-

ments thereto, shall not he deemed to be a rate inerease tor purposes of
K.S.A. 66-117. and amendments thereto.

thi Commission approval of a petition, and any associated rate sched-
ules. to estublish or change a CSRS pursuant to the provisions of sections
2 throngh 4, and amvndment\ thereto. shall in no way be binding upon
the commission in determining the ratemaking treatment ta be apphetl
to eligihle infrastructure system replacements during a subsequent gen-
eral rate proceeding w hen the commission may unde-rtal\u to review the
reasonableness and prudence of such costs. In the event the commission
disallows, during a subsequent general rate proceeding, recovery of costs
assoviated with v]lsﬂhiu infrastructure system replacements ]ﬂvwnnah in-
cluded in u GSRS. the natural gas lnlhhc utilitv shall offset its GSRS in
the future as necessary to recomize and account for any such over
collections,

(it Nothing in this section shall be construed as limiting the authority
of the commission to review and consider infrastructure svstem re 'plau .

ment costs along with ather costs during anv general rate pluuvdmg of

any natural gas puhlm utility-
See, 5. This act shall take effect and be in force from and after its
publication in the statute book

[-5
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AN ACT concerning public utilities; relating to natural gas; enacting the
gas salety and reliabiliy policy act.

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

Secetion 1. This act may be cited s the gas safety and reliability
policy act. ‘

See. 2. For the puiposes of this act:

il "GSRS” means gas system reliability surcharge:

ihi  “appropriate pretax revenues  means the revenues necessary to
[mldtluu net c':llumtin;{ income equul ton

i1} The naturul gas Imlnlic utility’s ‘w‘wightm] cost c:t"enpitu] multiplied
by the net origingl cost of cligible infrastiucture svstem Teplacements,
including recognition of accumulated deferred income tazes and acen-
mulated depreciation associated with eligible infrastructure system re-
placements shich are included in a currently etlective CSRS:

{97 pecover state. federal and local inconte or excise taxes applicable
to such income:

131 recover dupreﬂciuti(:n expenses:

(el “eemimission” neans the state c(arpm‘ntic‘;m colnrnission:

idr Teligible infrastructure svsten replucement” meuans natural gas
public utility plant projects that:

(17 Dot incerease revenues by directly connecting the inlrastrue-

tire I'l.-?]_)];t(:('llle‘i'lt to new custolners;

02-10-2006

fand

21 ure in service and used and required to be used; |
137 were not included in the natural gas publie utility’s rate base in

i3

B s THree—aF et £ 2t SEHE IS l
iel Tnatural gas public utility” shall have the same meaning respec-
tively weribed thereto by subsection (ad of K.S.AL 66-1,200, and amend-

its 1most recent general rate m_q-;l.-md

ments thereto:
i nutural ges uatility plant projects” may consist only of the

-

following:

i1 Alains. valves, senvice lines, re;:;ulutor stutions, vaults und other

pipeline svstem components instafled to comply with state or lederal

safety requirementsgs replacementg lor existing Ilu:iliti-:‘-.sl‘ Hrdbravesworn

—

Senate Utilities Committee
February 20, 2006
Attachment 2-1
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(21 main relining projects, service line insertion projects, joint encap-
sulation projects und other similar projects extending the uselul lile or
enhancing the integrity of pipeline systew compoenents undertuken to

l

: . ) P
comply with state or fedueral safety requirements? and

' 2dosted G llcwire e £l
enacted o 2 e Tate cabe for the |

nztvrad q
Ci5R<

i3 lli}rﬂrﬁeﬁqrelumtinus required due to construction or improve-
went of a highway. road, street, public way or other public waork by or on
behalf of the United States, this state. w political subdivision ol this stute
ar another entity having the power of eminent domain provided that the
costs reluted to such projects have not been reimbnrsed to the natural
gas pubilie utility:

gy TGSRS revenues  medns revenues pmducc'd through a GSRS ex-
clusive of revenues from all other rates and chauges.

Sec. 3. iav Notwithstanding any othier provisions of chapter 66 of the
Kunsas Statutes Annotated, and amendments thereto. beginning July L.
2006, natural gas public utility providing gus service may lile a petition
and proposed rate schedules with the commission to establish or change
GSRS rate schedules that will allow tor the adjustinent ol the naturl gas
public utilins rates and charges to provide for the recovery ol costs lor
eligible infrastructure svstem replacements. T he commission tray not ap-
prve w CGSRS to the extent it would produce total-annualized GSRS
revennes below the lesser of 1,000,000 or Y of the natural gas public
utility’s buse revenue level approved by the comniission in the natural s
public utility’s most recent penerdl rate proceeding. The commission may
nat approve a GSRS to the extent it would produce totil unnualized CSRS
revennes excevding 10% ol the watural gas public utility’s base revenue
level approved by the commission in the natural gas public utility’s niost
recent weneral rate procecding. A CSRS and any future changes thereto
shidl b caleulated and implewmented in accordance with the provisious ot
sections 2 through 4. and wnendments thereto. GSRS revenues shall be
subjeet to a relund based upon a tinding and order of the connuission to

the extent provided in subsections (e} and (1Y of section 4, and amend-
ments thereto.

ihl The commission shall not approve a GSRS for any natural gas
public utility that hus not hrad u general rute proceeding decided or dis-
missed by issuance of a commission order within the past 60 months,
unless the natura gas public utility hus filed for or is the subject of a new
generul rate proceeding.

fei In o event shadl a natural gas public utility collect w CSRS for @
period excecding 60 mouths unless the natural gas public utility has filed
for or is the subject of 4 new general rate proceeding: except that the
GSRS may be collected until the elfective date of new rate schedules
estublished as @ result of the new general vate proceeding, or nntil the

{facility

2% fwbh‘& Dhlity requestivg e



