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Kansas Corporation
Commission

THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Andrew J. French, Chairperson
Dwight D. Keen
Annie Kuether

In the Matter of the Petition of Kansas Gas )
Service, a Division of ONE Gas, Inc. for )
Approval by the Commission to Change its ) Docket No. 24-KGSG-215-TAR
Gas System Reliability Surcharge Per K.S.A. )
66-2201 through 66-2204. )

ORDER APPROVING GAS SYSTEM RELIABILITY SURCHARGE

The above-captioned matter comes before the State Corporation Commission of the State
of Kansas (“Commission”). Having examined the pleadings and record, the Commission makes
the following findings and conclusions:

L BACKGROUND

1. On August 28, 2023, pursuant to K.S.A. 66-2201 et seq., Kansas Gas Service, a
Division of ONE Gas, Inc., (“Kansas Gas Service” or “GS”) filed a Petition, supporting testimony,
and exhibits seeking Commission approval for revisions to its Gas System Reliability Surcharge
(“GSRS”) tariff,! which was originally approved by the Commission in Docket 09-KGSG-199-
TAR.2 The GSRS is a statutory mechanism through which a natural gas public utility may recover
costs for infrastructure system investments via a monthly customer surcharge. In its instant
Petition, KGS requested to recover $34,998,156 of total GSRS revenue requirement, which would
result in a revenue requirement increase of $7,952,669 associated with $84,567,102 of additional

capital costs for eligible infrastructure system replacements.>

! Kansas Gas Service Application to Change GSRS Rate Schedules (Aug. 28, 2023) (“Petition”).
2 Order Approving Kansas Gas Service Application, Docket 09-KGSG-199-TAR (Dec. 18, 2008).
3 See Notice of Filing of Staff’s Report and Recommendation, p. 1 (Oct. 27, 2023) (“Staff’s R&R” or “R&R”).



2. On August 31, 2023, the Citizen’s Utility Ratepayer Board (“CURB”) filed a
Petition for Intervention and Motion for Protective Order and Discovery Order.* The Commission
subsequently granted CURB’s Petition and Motions.’

3. On October 27, 2023, Staff of the Kansas Corporation Commission (“Staff”) filed
its Report and Recommendation on KGS’s Petition.®

4. Upon review of all testimony, exhibits, and discovery responses, Staff made
adjustments to correct errors in the original GSRS calculation and reflect known and measurable
updates to the GSRS revenue recoveries for the year 2023. These adjustments that result in a
revised revenue requirement increase of $7,984,002 associated with a revised GSRS revenue
requirement of $35,029,489.7

5. On October 30, 2023, KGS filed a response to Staff’s R&R.2 In its response, KGS
states that it concurs with Staff’s recommendations.” CURB has had the opportunity to review
Staff’s Report and Recommendations and has no objection to KCC Staff’s recommendations. !

II. LEGAL STANDARDS AND DISCUSSION

6. The Gas Safety and Reliability Policy Act, (“the Act”) codified in K.S.A. 66-2202
through 66-2204, allows natural gas public utilities to recover the revenue requirement associated
with certain infrastructure projects through a monthly customer surcharge. K.S.A. 66-2204

requires Staff to examine information from the utility and confirm that the underlying costs are in

accordance with the statutory provisions of the Act, and to confirm proper calculation of the

* Pleading/Motion for Citizens’ Utility Ratepayer Board 23-KGSG-281-TAR (Aug. 31, 2023) (“CURB Petition”).
5 Order Granting CURB’s Petition to Intervene, Protective Order, and Discovery Order (Sep. 12, 2023).

¢ Notice of Filing of Staff’s Report and Recommendation, p. 1 (Oct. 27, 2023).

71d., pp.3,5.

8 Response of Kansas Gas Service to Commission Staff’s Report and Recommendation (Oct. 30, 2023) (“KGS
Response”).

° See id., p. 2

10 A copy of CURB’s Nov. 1, 2023, e-mail notifying that CURB had the opportunity to review Staff’s Report and
has no objection to its recommendations is on file with Staff’s Litigation Counsel.

2



proposed charge.!! If the Commission finds the utility’s Petition complies with the statutory
requirements of the Act, the Commission is required to approve the GSRS and shall enter an order

authorizing the natural gas public utility to impose a GSRS that is sufficient to recover appropriate

revenuc. 12

7. To make a determination of compliance with the statute, Staff reviews the project
descriptions in the petition to ensure the replaced facilities do not increase revenue by directly
connecting the infrastructure system to new customers. The projects considered for GSRS recovery
must satisfy at least one of the five criteria included in the definition of a Natural Gas Utility Plant
Project defined in K.S.A. 66-2202(f):

(f) "natural gas utility plant projects" consist of the following:

(1) Mains, meters, valves, service lines, regulator stations, vaults and other
pipeline system components installed to replace, upgrade or modernize obsolete
facilities, including, but not limited to, installation to comply with state or federal
safety requirements replacing existing facilities;

(2) main relining projects, service line insertion projects, joint encapsulation
projects and other similar projects extending the useful life or enhancing the
integrity of pipeline system components including, but not limited to, projects
undertaken to comply with state or federal safety requirements;

(3) facility relocations required due to construction or improvement of a highway,
road, street, public way or other public work by or on behalf of the United States,
this state, a political subdivision of this state or another entity having the power of
eminent domain provided that the costs related to such projects have not been
reimbursed to the natural gas public utility;

(4) system security costs including allocated corporate costs incurred by a natural
gas public utility; and

(5) investments made in accordance with the utility's safety and risk management
programs;

11 See K.S.A. 66-2204(b)(2).
12 See K.S.A. 66-2204(b)(4).



8. Additionally, K.S.A. 66-2203(a), in pertinent part, places financial conditions on
the natural gas public utility:

The commission may not approve a GSRS to the extent it would produce total

annualized GSRS revenues below the lesser of $1,000,000 or 2% of the natural gas

public utility’s base revenue level approved by the commission in the natural gas

public utility’s most recent general rate proceeding. The commission may not

approve a GSRS to the extent it would produce total annualized GSRS revenues

exceeding 20% of the natural gas public utility’s base revenue level approved by

the commission in the natural gas public utility’s most recent general rate

proceeding.

9. Finally, K.S.A. 66-2203(b) states: “The commission shall not approve a GSRS for
any natural gas public utility that has not had a general rate proceeding decided or dismissed by
issuance of a Commission Order within the past 60 months, unless the natural gas public utility
has filed for or is the subject of a new general rate proceeding.”

10. Staff notes in 2018 the statute was amended which expanded the scope of projects
in the Act. The 2018 amendment also increased the cap on the monthly surcharge to customers
from $0.40 to $0.80 per residential customer over the base rates in effect for the initial filing of a
GSRS.

11. For the Safety Related System Replacement Projects, Staff reviewed the synopsis
of work and pipeline code compliance citations provided by KGS for each identified project.'?

Staff recommends the Commission find the total capital expenditure amount of $30,750,653

associated with all 688 safety related projects be considered eligible for recovery.!*

12. Staff recommends all system-related projects are eligible for recovery under
GSRS.P
B3 Seeid, p. 3.
14 Staff’s R&R, p. 4.

15 Id



13. Staff recommends all relocation projects meet the criteria for recovery of capital
costs through the GSRS. !

III. FINDINGS AND CONCLUSIONS

14. Staff reviewed the project descriptions within KGS’ Petition to ensure that the
replaced facilities do not support increased revenues by connecting to new customers, are in
service and used and required to be used, and were not included in KGS’s rate base in its most
recent general rate case.!” Staff also evaluated the GSRS Application to ensure that it meets the
financial criteria prescribed in K.S.A. 66-2203(a).!?

15.  Staff recommends the Commission approve Staff’s revised GSRS requirement, to
be collected via the per customer surcharge listed in Staff Exhibit 6, as attached to its R&R, with
the following conditions:

a. KGS shall file a GSRS True-Up twelve months after the collection of rates
from this filing; and

b. Staff will review KGS’s True-Up filing to ensure that the amounts
recovered via the surcharge are appropriate and any over/under-recoveries will be
refunded to or recovered from customers at that time.'

16.  Having reviewed Staff’s R&R, the Commission adopts Staff’s analysis and
recommendations regarding KGS’s Petition and incorporates Staff’s R&R into this Order by

reference.

16 Id

17 See K.S.A. 66-2202(d)(1-3).
18 See K.S.A. 66-2203(a).

¥ Staff’s R&R, p. 5



17. Pursuant to K.S.A. 66-2204, the Commission concludes KGS may recover GSRS
revenues upon the filing of an updated GSRS tariff reflecting such rates, and in a manner consistent
with Staff’s R&R and this Order.

IT IS, THEREFORE, BY THE COMMISSION, ORDERED THAT:

(A)  KGS may collect the revised GSRS Revenue Requirement of $35,029,489 resulting
from the incremental increase of $7,984,002 as described in Staff’s R&R.

(B)  KGS shall file a GSRS True-Up twelve months after the collection of rates from
this filing.

(C)  Staff shall review KGS’s True-Up to ensure that the amounts recovered via the
surcharge are appropriate and any over/under recoveries will be refunded to or recovered from
customers at that time.

(D)  The Commission retains jurisdiction over the subject matter and the parties for the
purpose of entering such further orders as it may deem necessary and proper.

(E)  Any party may file and serve a petition for reconsideration pursuant to the
requirements and time limits established by K.S.A. 77-529(a)(1).2

BY THE COMMISSION IT IS SO ORDERED.

French, Chairperson; Keen, Commissioner; Kuether, Commissioner.

Dated: 11/09/2023

v an v} ol
Fpre M. Ref

Lynn M. Retz
Executive Director

BWB

20K.S.A. 66-118b; K.S.A. 77-503(c); K.S.A. 77-531(b).
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REPORT AND RECOMMENDATION
UTILITIES DIVISION

TO: Andrew J. French, Chairperson
Dwight D. Keen, Commissioner
Annie Kuether, Commissioner

FROM: Ashlyn Hefley, Utilities Engineer
Tim Rehagen, Senior Auditor
Leo Haynos, Pipeline Safety Chief Engineer
Justin Grady, Chief of Revenue Requirements, Cost of Service and Finance
Jeff McClanahan, Director of Utilities

DATE: October 27, 2023

SUBJECT: Docket No. 24-KGSG-215-TAR — In the Matter of the Petition of Kansas Gas
Service, a Division of ONE Gas, Inc. for Approval by the Commission to Change
its Gas System Reliability Surcharge per K.S.A. 66-2201 through 66-2204.

EXECUTIVE SUMMARY:

On August 28, 2023, Kansas Gas Service (KGS or Company) filed an Application for approval of
its updated Gas System Reliability Surcharge (GSRS), which was originally based on a proposed
revenue requirement increase of $7,952,669, associated with $84,567,102 of additional capital
costs for eligible infrastructure system replacements. Staff has reviewed all exhibits, testimony
and discovery responses from KGS in this Docket and has made further adjustments to correct
errors in the original GSRS calculation and reflect known and measurable updates to the GSRS
revenue recoveries for the year 2023. These adjustments result in a revised revenue requirement
increase from KGS’s previous GSRS filing of $7,984,002. Staff recommends the Commission
approve the revised revenue requirement as filed in this Report and Recommendation. If approved,
the GSRS will increase residential customer bills by $0.80 monthly, or $9.60 annually.!

BACKGROUND:

On August 28, 2023, KGS filed its request for an updated GSRS tariff schedule. This tariff was
designed to allow for the adjustment of KGS’s rates and charges and provide for the recovery of
$34,998,156 of the total GSRS revenue requirement associated with $349,075,342 of capital costs
for eligible infrastructure system replacements.

! See Staff Exhibit 6 attached to this Report and Recommendation for the updated calculations of the monthly GSRS
rates for each customer class.



K.S.A. 66-2204 requires Staff to examine information from the utility and confirm that the
underlying costs are in accordance with the statutory provisions of the Gas Safety and Reliability
Policy Act (GSR Policy Act). Staffis required to file a Report and Recommendation in this Docket
by October 27, 2023 (within 60 days of filing). The Commission is required to issue a Final Order
in this Docket within 120 days of the filing date which, in this Docket, is by December 26, 2023.

History
The GSR Policy Act, K.S.A. 66-2001 through 66-2004, was enacted by the Kansas Legislature in

July 2006 and modified in 2018.2 The statutory provisions allow natural gas public utilities to
recover costs for certain infrastructure investments through a monthly customer surcharge as long
as the infrastructure investments do not increase revenue by directly connecting the infrastructure
system to new customers. In order to be eligible for GSRS recovery, the infrastructure investments
must also meet at least one of the five criteria listed in the definition of Natural Gas Utility Plant
Projects found in K.S.A. 66-2202(f). Primarily, these criteria include projects extending the useful
life of pipeline system components, projects for system security, and facility relocations due to
public works projects such as road improvement.

In its review of the Application, the Commission is required to confirm that the included
replacement projects meet the provisions of the GSR Policy Act. The Commission is also
obligated to confirm that the proposed surcharge has been properly calculated and is based solely
on the projects that qualify as eligible infrastructure investments. To make the determination of
recommending a given project for inclusion in the GSRS, Staff reviews the project descriptions to
ensure that the replaced facilities do not support increased revenues by connecting to new
customers. That is to say, the investments allowed for GSRS recovery must only support gas
delivery to existing customers. Additionally, the projects considered for GSRS recovery must
satisfy at least one of the five criteria included in the definition of a Natural Gas Utility Plant
Project as defined in K.S.A. 66-2202(f). Projects satisfying the conditions are then considered
eligible for the recovery of costs. The five eligibility criteria are listed as follows:

1) Pipeline system components installed to replace, upgrade or modernize obsolete
facilities;>
2) Projects extending the useful life or enhancing the integrity of pipeline system

components, such as projects undertaken to comply with state or federal safety
requirements;

3) Facility relocations required due to public works projects;

4) System security costs including allocated corporate costs incurred by a natural gas
public utility; and

5) Investments made in accordance with the utility’s safety and risk management
programs.

2 In 2018, the legislature reviewed the GSRS statutes and expanded the scope of projects allowed to be included in
the GSRS and increased the cap from a $0.40 to $0.80 monthly increase for residential customers.

3 “Obsolete facility” refers to a facility (1) that is comprised of materials that are no longer produced or supported by
the manufacturer; (2) that shows signs of physical deterioration; or (3) does not comply with the current safety codes
or industry standards.



In addition to the GSRS projects meeting the eligibility criteria, Staff evaluates the GSRS
Application to ensure that it complies with the financial criteria prescribed in K.S.A. 66-2203. In
this case, Staff evaluates each GSRS Application to confirm that the following financial conditions
are met:

e The annualized GSRS revenues requested are below the lesser of $1,000,000 or 0.5%
of the natural gas public utility’s base revenue level approved by the Commission in
the natural gas public utility’s most recent general rate proceeding;*

e The total annualized GSRS revenues do not exceed 20% of the utility’s base revenue
level approved by the Commission in the natural gas public utility’s most recent general
rate proceeding;’

e The utility has had a general rate proceeding decided or dismissed by issuance of a
Commission Order within the past 60 months.®

If the GSRS Application satisfies at least one of the five project criteria and all of the financial
criteria, the Commission is required to approve the Application.

ANALYSIS:

Pipeline Safety

KGS requests the proposed rate base of $84,567,102 be included in the proposed surcharge. There
are two groups of projects being submitted in this filing, safety related system replacements and
government mandated relocation projects. Exhibits JRR-1, JRR-2, JRR-3, JRR-4 and ASC-1 are
attached to the Direct Testimony of KGS witnesses Jordan Robl and Andrew Copeland, in support
the proposed capital costs. Exhibit JRR-1 includes 688 projects comprised of safety related system
improvements. Exhibit JRR-2 consists of 158 public improvement projects (government
mandated relocation projects) that have not been fully reimbursed to the natural gas utility. Exhibit
JRR-3 summarizes blanket work orders related to service line replacements and projects completed
to address safety concerns and/or in conjunction with government projects. Exhibit ASC-1
includes 11 projects related to cyber security.

Safety Related System Replacements

There are eight categories of safety related projects included in JRR-1. Each category is based
upon a similar code citation(s).” For the Safety Related System Replacement Projects, Staff
reviewed the synopsis of work and pipeline code compliance citation provided by KGS for each
identified project. Based on our review, Staff recommends the Commission find the total capital
expenditure amount of $30,750,653 associated with all 688 safety related projects be considered
eligible for GSRS recovery.

4K.S.A. 66-2203(a).

SK.S.A. 66-2203(a).

6 K.S.A. 66-2203(b).

7 These categories include: (1) 3-5-3 Program Replacement, (2) Bare Steel Main Replacement, (3) Bare Steel Service
Line Replacement (4) Cathodic Protection, (5) Continuing Surveillance, (6) Physical Security, (7) Pipeline System
Components, and (8) Pressure and Measurement (Obsolescence).
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Government Mandated Relocation Projects

There are 158 government mandated relocation projects in Exhibit JRR-2. Staff reviewed the
synopsis of work and the cost associated with each project as provided by KGS. Based upon the
information provided, Staff accepts the relocation projects as eligible for GSRS recovery. Staff
recommends the Commission find the total capital expenditure amount of $10,750,330 associated
with relocation projects eligible for GSRS recovery.

Blanket Work Orders

Exhibit JRR-3 identifies projects that have been identified as blanket service line projects and non-
service line related blanket projects. KGS describes blanket work orders as work orders used to
account for costs of projects that are of relatively small dollar amounts and are homogenous. There
is one blanket service line work order for 8,561 lines and one non-service line related blanket
summary. Staff recommends the Commission find the total capital expenditure amount of
$42,908,959 in the blanket work orders and $157,160 in cyber security as eligible for GSRS
recovery.

Based on Staff’s analysis detailed above, Staff recommends the Commission find the total original
cost of $84,567,102 to be eligible for capital cost recovery through GSRS.

Accounting
Staff recommends approval of $7,984,002 in incremental GSRS revenue to be collected by KGS

via the monthly surcharge. The difference between KGS’s filed position and Staff’s
recommendation is due to the following items:

e The utilization of actual revenue recoveries for the months of July and August 2023
and a re-calculation of the estimated revenue recoveries for the months of September
2023 through December 2023.8

e The correction of the September-November 2022 estimated revenue recoveries
amounts.’

e The correction of minor computational errors in KGS’s original calculations of book
depreciation, tax depreciation and accumulated deferred income tax.

These updates and corrections result in a revised GSRS revenue requirement of $35,029,489, for
arevised incremental revenue requirement of $7,984,002. Staff discussed these changes with KGS

8 In calculating the amount of over-recovered revenue through November 2023, KGS utilized actual revenue
recoveries for the months of December 2022 through June 2023 and estimated recoveries for the months of July 2023
through November 2023 (See Exhibit LME-2 of Lorna M. Eaton’s Direct Testimony in the current Docket for this
over-recovery calculation). Once actual revenue recoveries for July and August 2023 became available, KGS
incorporated them into the over-recovery calculation. See Staff Exhibit 2 of this Report and Recommendation for the
revised over-recovery calculation which reflects this update. Additionally, this update necessitated a new calculation
of estimated recoveries for the remaining three months of September 2023 through November 2023, which equals the
actual August 2023 revenue recoveries multiplied by three. Staff Exhibit 2 reflects this calculation as well.

° In Exhibit LME-2 of Lorna M. Eaton’s Direct Testimony in the current Docket, estimated September-November
2022 revenue recoveries amounted to $4,901,349. However, this amount does not match the $4,936,079 of estimated
September-November 2022 revenue recoveries in Exhibit LME-2 of Lorna M. Eaton’s Direct Testimony from last
year’s GSRS filing (Docket No. 23-KGSG-281-TAR). At Staff’s request, KGS incorporated the $4,936,079 amount
into Exhibit LME-2 of the present GSRS filing. See Staff Exhibit 2 of the Report and Recommendation for the revised
over-recovery calculation which reflects this correction.



and the Company concurred with Staff’s position. The exhibits supporting the revised revenue
requirement calculation are attached to this Report and Recommendation as KCC Exhibits 1
through 6.1°

RECOMMENDATION:

Staff recommends the Commission approve KGS’s revised GSRS revenue requirement of
$35,029,489 resulting in an incremental revenue increase of $7,984,002 to be collected via the per
customer surcharge listed in Staff Exhibit 6, as attached to this Report and Recommendation, with
the following conditions:

¢ KGS must file a GSRS True-Up twelve months after the collection of rates from this
filing; and

o Staff will review KGS’s True-Up filing to ensure that the amounts recovered via the
surcharge are appropriate and any over/under-recoveries will be refunded to or recovered
from customers at that time.

10 A1l amounts that were impacted by these updates and corrections are highlighted in yellow in the exhibits.
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CERTIFICATE OF SERVICE

24-KGSG-215-TAR

I, the undersigned, certify that a true copy of the attached Order has been served to the following by means of

electronic service on 11/09/2023

JOSEPH R. ASTRAB, ATTORNEY
CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
j.astrab@curb.kansas.gov

JANET BUCHANAN, DIRECTOR- REGULATORY AFFAIRS /
OKE 13165
KANSAS GAS SERVICE, A DIVISION OF ONE GAS, INC.

7421W 129TH STREET
OVERLAND PARK, KS 66213
janet.buchanan@onegas.com

DAVID W. NICKEL, CONSUMER COUNSEL
CITIZENS UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
d.nickel@curb.kansas.gov

DELLA SMITH

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
d.smith@curb.kansas.gov

BRETT W. BERRY, LITIGATION COUNSEL
KANSAS CORPORATION COMMISSION
1500 SW ARROWHEAD RD

TOPEKA, KS 66604

b.berry@kcc.ks.gov

TODD E. LOVE, ATTORNEY

CITIZENS UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
t.love@curb.kansas.gov

SHONDA RABB

CITIZENS' UTILITY RATEPAYER BOARD
1500 SW ARROWHEAD RD

TOPEKA, KS 66604
s.rabb@curb.kansas.gov

ROBERT E. VINCENT, MANAGING ATTORNEY

KANSAS GAS SERVICE, A DIVISION OF ONE GAS, INC.
7421W. 129TH STREET

OVERLAND PARK, KS 66213
robert.vincent@onegas.com
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