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Agenda Item No. V-10
City of Wichita

City Council Meeting
December 17, 2019

TO: Mayor and City Council

SUBJECT: Adoption of Franchise Agreement Ordinance for Kansas Gas Service

INITIATED BY: Law Department

AGENDA: New Business

Recommendation:  Place the franchise agreement Ordinance with Kansas Gas Service (KGS) on first 
reading. 

Background:   The City’s franchise agreement with KGS for use of the City’s right-of-way for 
distribution of natural gas expired in August 2018, but the parties have continued operating under its 
original terms and conditions while a new agreement was negotiated.  The City’s Franchise Team, 
comprised of staff from Public Works & Utilities, Finance, Law, Information Technology and the City 
Manager’s Office, has developed and approved the proposed terms.  

Under the expiring agreement, KGS paid 5% of gross receipts and was separately assessed by the City for 
the permit fees required pursuant to City code to excavate in dirt, any unpaved street, alley, or other 
public place and any other costs associated with its use of the City right-of-way.  This rate has been 
unchanged for 32 years, since 1986.  In addition, the amount of fees collected as a portion of General 
Fund revenues has dropped from approximately 2.8% in 1986 to 2.3% in 2018.   This increases the 
burden to finance General Fund expenditures on other revenue sources (primarily property tax-payers) 
and is not consistent with City strategic efforts to enhance revenue diversification.  

Analysis:   The renewed agreement with Kansas Gas Service (“KGS”) is substantially the same as the 
original agreement.  This renewed agreement is for a 20-year term.

Key provisions of the franchise agreement are:

 The City will receive a franchise payment from KGS equal to 6.1817 percent of its gross 
receipts from sales within the City limits. Any changes in rates of compensation in 
federal and/or state law will automatically apply to KGS upon proper notice.

 KGS will no longer be separately assessed for permit fees for excavation under the City 
Code.

 The term of the franchise is 20 years, with a reopening of the agreement within that time 
if changes in federal and/or state law occur.

 KGS must repair or replace any of the City’s improvements that are impacted by the 
placement or maintenance of its facilities.

 The City has the right to review and approve facilities placed in the right-of-way.
 KGS must relocate its facilities when necessary for the construction of public 

improvements.

The provisions of the final agreement with KGS will be adopted by the franchise ordinance.



2

Financial Considerations:   The City will receive 6.1817 percent of the gross receipts of KGS from the 
sale of gas service to customers within the City limits.  This includes an increase of 1 percent to be 
consistent with the Westar Electric franchise fee rate.  In additional, KGL request an additional increase 
of .1817 percent in exchange for eliminating permit fees for excavation work done in City right-ot-way 
areas.   This proposal will general revenue from the franchise fee sufficient to offset any loss in permit 
revenue.  In addition, the change will streamline the administration and inspection process for KGS right-
or-way work.   

In 2018, franchise fee revenue from KGS was $5,426,283.  The estimated increase in revenue to the City 
is approximately $1,282,000.  Increases to this rate will apply upon any changes to City ordinance based 
upon any applicable changes in federal and/or state law, and upon proper notification to KGS.

Legal Considerations:  This franchise ordinance has been reviewed and approved as to form by the Law 
Department.  

Recommendations/Action:   It is recommended that the City Council approve first reading of the 
franchise ordinance for KGS and authorize the necessary signatures.

Attachment: Franchise ordinance.


