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The Kansas Industrial Consumers Group ("KIC") is a coalition of large-volume energy 
users in Kansas.  The members collectively represent billions of dollars of investment in 
the State and employ thousands of Kansans.  We believe high energy costs are 
negatively impacting residential consumers, schools, hospitals, and large and small 
businesses. 
 
One of the primary factors driving utility investments, and costs to consumers, is 
continued expansion of the transmission network in Kansas.  In the mid-2000s, the 
Kansas Legislature enacted a number of provisions that encouraged investment in 
transmission, including the now dissolved Kansas Electric Transmission Authority.   
 
One notable item is the Transmission Delivery Charge ("TDC") statute, enacted in 2003 
and found in KSA 66-1237.  The TDC allows utilities such as Westar and KCP&L to 
quickly and seamlessly recover any transmission costs, including their own investments, 
through a surcharge on customer bills.  These significant costs are further inflated by 
generous federal ratemaking treatments – all paid by Kansas retail customers with no 
state oversight due to the provisions of the TDC statute.  
 
The Federal Energy Regulatory Commission ("FERC") regulates interstate transmission 
and allows significantly higher returns than the Kansas Corporation Commission ("KCC").  
For instance, Westar is allowed a 10.3 percent return on equity from FERC, where the 
KCC provides a 9.3 percent return on equity.  The FERC return includes a 50 basis point 
"incentive adder" because Westar and KCP&L belong to the Southwest Power Pool 
("SPP").  While the KCC is generally empowered to set the retail rates paid by Kansas 
customers, under the current TDC statute, the 10.3 percent return allowed by FERC is 
automatically recovered from customers and is not subject to any scrutiny from the KCC.  
 
These unnecessarily generous returns, paired with quick and easy recovery of costs 
through a shareholder-friendly surcharge, have induced our utilities to aggressively invest 
in transmission projects, driving substantial rate increases for Kansas customers.  
 
Escalation of the TDC has been very apparent on the Westar system where transmission 
rates have increased 311% since the charge was implemented.  A typical residential 
customer using 916 kW per month would have had a monthly TDC charge of 
approximately $3.73 in 2008. Today, the TDC charge for that customer is $18.67 per 
month, making up over 10 percent of an average bill.   
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Naturally, the charge is much higher for large-volume customers and has increased by a 
similar proportion over the last decade.  A typical high load factor customer with 50,000 
KW demand would have had a monthly TDC charge of approximately $62,750 per month 
in 2008 and today that charge would be $234,162 per month.  The overall increase in 
transmission rates is shown in the chart below. 
 

 
 
Together, Westar and Great Plains Energy plan to spend well over $1 billion over the next 
four years on new transmission projects, alone.  This will cause even more rate increases 
through those utilities' TDCs, which are not subject to any rate moratorium.  
 
Senate Bill 24 aims to moderate, but not eliminate, the financial incentives to invest in 
transmission projects.  With this amendment, our utilities will continue to get quick cost 
recovery through the surcharge.  And TDC charges will still be exempt from the scrutiny 
of customers and the Kansas Corporation Commission.  However, in exchange for these 
benefits, which significantly reduce the utilities' investment risk, the amendment will limit 
the return (profit) component of each utility's TDC charge to the KPERS investment return 
(currently 7.75%).  This KPERS investment return fluctuates over time based on market 
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conditions.  If approved, Westar customers are expected to save about $20 million per 
year and KCP&L customers about $3 million per year. 
 
We want to emphasize our utilities are not entitled to the TDC. The TDC statute is an 
accommodation created by the legislature.  Because the TDC substantially reduces 
regulatory lag and financial risk, we expect the utilities will continue to use the mechanism 
– even with a moderated return.  However, if this change is unacceptable to any utility, 
that company always has the option to recover its transmission costs through base rates 
instead of a surcharge.  This amendment simply makes clear a utility may not receive the 
financial benefits of the TDC, including substantially reduced investment risk, without 
accepting a corresponding reduction in profit margins.  This is a reasonable, common-
sense outcome. 
 
SB 24 does not impact electric cooperatives or municipal utilities.  It only applies to retail 
rate-regulated utilities that have implemented a TDC pursuant to K.S.A. 66-1237.  KCP&L 
and Westar are the only two utilities currently using the statutory TDC.  Liberty Utilities 
(Empire District Electric Company) is currently in the process of implementing a TDC. 
 
SB 24 also would not impact any transmission charges imposed by the SPP or the costs 
of using other utilities' transmission facilities.  Kansas utilities will continue to automatically 
recover these costs through the TDC.  This amendment would only impact the return on 
capital projects undertaken by the utility.   
 
As the Legislature looks at ways to make Kansas electric rates more competitive and 
affordable, SB 24 is a reasonable and straightforward solution that can help achieve that 
goal. 
 
We urge the committee to support SB 24. 
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