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MINUTES OF THE SENATE UTILITIES COMMITTEE

The meeting was called to order by Chairman Stan Clark at 9:30 a.m. on March 15, 2004 in Room 526-S of
the Capitol.

All members were present.

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

Conferees appearing before the committee:

Others attending:
See Attached List.

Chairman Clark provided the committee with an article on Coal Bed Methane programs developing in
northeastern Kansas. (Attachment 1)

Chair opened for discussion and possible action on
Substitute for HB 2516 - Incentives to increase electric transmission system and generation capacity,

state corporation commission powers.

The committee was provided a balloon of Substitute for HB 2516 with the various changes suggested by
KCC and others who presented testimony. (Atftachment 2)

Moved by Senator Taddiken, seconded by Senator Emler, to adopt the ballon Substitute for HB 2516
which incorporates suggestions from Sunflower, Westar and KCC. Motion carried.

Moved by Senator Barone, seconded by Senator Tyson, to amend Substitute for HB 2516 by striking
Section 4. Motion carried.

Moved by Senator Lee, seconded by Senator Emler, to pass out Substitute for HB 2516 favorably as
amended. Motion carried.

Chair opened for discussion and possible action on
HB 2756 - public safety communication system; purchase of equipment to lease to public safety
agencies, issuance of revenue bonds

There was considerable discussion on the $5 million appropriation from the State Highway Fund to
capitalize the new Communication System Revolving Fund and the 12 new employees as submitted in the
February 18, 2004 Fiscal Note for HB 2756. (Attachment 3)

Moved by Senator Emler, seconded by Senator Taddiken. to pass HB 2756 out favorably. Motion carried.

The next meeting of the Senate Utilities Committee is scheduled for March 16, 2004.
Adjournment.

Respectfully submitted,
Ann McMorris, Secretary
Attachments -3

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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DEGGY WILLIAMS,
GENIOR EXPLORATION

EXP MOMENTUM

CBM SPROUTS IN THE
SUNFLOWER STATE

new coalbed-methane (CBM)

play is energizing the Forest City

asin in northeastern Kansas.

Companies are leasing land and starting

pilot programs in the farming and

ranching country around Topeka. Mul-

tiple thin, shallow Pennsylvanian coal

seams in the Cherokee Group are the
focus of their efforts.

Kansas is no stranger to CBM, as
operators in the southeastern part of the
state already produce from coal seams

in the Cherokee Basin. That activity has

centered in Neosho, Montgomery and
Wilson counties, near the state’s border
with Oklahoma. The Kansas Geological
Survey notes that nearly 800 wells have
been drilled in its portion of the Cherokee
Basin for CBM, and it forecasts that the
state’s CBM production will be between 6-
and 7 billion cubic feet (Bcf) in 2003.

The Forest City Basin, however, is in the
initial stages of CBM exploration. The KGS
says that around 100 CBM wells have been
drilled there to date, mainly in Johnson and
Miami counties. The area is attractive to
companies because of its multiple coal
seams, established pipeline network and pie-
dominance of private landowmners.

The coal seams in the Forest City Basin
are basically the same Oncs that produce in
the Cherokee Basin, says Larry Brady, se-
dioT scientist with the KGS. “There are vari-
ations, however. and coals that become
important in the Forest City may be differ-
ent than those in ihe Cherokee Basin™

Denver-based Evergreen Resources Inc. is
the high-profile player in the emerging |

CBM basin. The company has accumulated
more than 700,000 acres in northecastern

Kansas. including a urchase this summer of |
=]

43.000 acres from Bukersfield, California-
based Berry Petrolewn Co. From another in-
dependent, Evergreen picked up a pilot
project in Atchison County that contains 12
CBM wells, a water injection well and a
gathering system.

«“We have drilled 10 CBM wells and one
water-disposal well in Kansas,” said Mark
Sexton, president
in a recent third-quasner 2003 earnings con-
ference call. He noted that those wells have
encountered aggregate coal thicknesses of
six to 25 feet in multiple seams, with typical
sealns ranging berween one and four fect.

and chief executive officer,

The coal quality looks promising, with
good cleating and permeability. One pleas-
ant surprise for Evergreen is that the gas
sands are coming in with aggregate thick-
nesses between 15 and 30 feet. high on the
range of what it expected.

“We really don’t know how good the pro-
ject is going to be until we complete the
wells, but at this early stage we arc seeing
what we expected to see in the basin.”

The company plans to complete 40 wells
by year-end 2003. These will be in seven
pilot areas spread around its acreage, with
each pilot containing four producing wells
and one disposal well. In addition, it plans
five core holes. According o the Kansas

" Corporation Commission, Evergreen has al-

ready permitted wells in Doniphan, Jackson.,
Miami and Linn counties.

During 2004, Evergreen has budgeted $58
million for the Forest City Basin. This will
be used to drill 150 wells in the area. build
gathering and compression facilities, and
pay for additional equipment and acquisi-
lions. It expects to produce between 1.2 and
1.9 Bef from its Kansas CBM weclls during
2004.

Evergreen figures a producing well costs
around $100.000 to drill and complete; the
core holes run $130.000. Prorated gathering
adds another 570,000 to $80,000 per well.

" The CBM wells, which range in depth from

750 to 2.000 feet, are forecast to recover be-

tween 250- and 400 million cubic feet of gas ©

apiece.
Other players are also active in the basin.
Heartland Oil & Van-
couver, is working on 4 five-well pilot pro-
ject in Nemaha County. It has acquired
some 165.000 acres in the play. and reports

Gas Corp., based in

that its Engelke 16-18 discovery well en-.
 countered 57 feet of coal.

Heartland recently closed on a $12-mil-
lion private placement, in which C.K.
Cooper & Co. acted as agenl. The capital
will be used to finance an agaressive devel-
opment program on its Forest City Basin
acreage.

Additonally, local independent Osborn
Energy LLC is working in Miami and John-
son counties. and Radnor, Pennsylvania-
based Penn Virginia Oil & Gas Corp. has a
pilot in Chase County. And, Suncor Energy
and Meritage KCM Exploration both have
pilots under way in Anderson County.
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Scecon of 2002]
Substitute for HOUSE BILL No. 2516
v Committes on Utilities

2-12

AN ACT concerning utilities: providing certain incentives to inereas:
electric transmission system and electrie crenerating cap.wlt\ rwl.xtnm
tn powers anel duties nl the state cnqmmtlrm eomunission: rel: afing o
inclusion of certain expenses in rates: amending K.5.A. 66-129 aunel
K.S.A. 2003 Supp. 66-1239 and 748946 and repealing the existing
seetinns,

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

Nesw Sectiom 1. As nsed in seetions 2 through 5, and amendments
thareto:

(a) ﬁplmltﬂn'muw means all substations, towers, prlir“: and other
stractures and wim[mwnt necessary for the bull transfer ot electricity,

() “Bulk transfer” means the transport of a large amonnt of eloc-
tricity at high veltage.

ir',‘l “( nmlmssl‘un means the state Ln!]mmisma COMTIISEIoN,

() “Construction or upgrade of an electric transmission line and ap-
purtenanees” means constmetion or upgr: aele of an electric transmission
line and appurtenances to be nsed {or the bk transler of 34,5 kilovolts
or more of electricity,

(o) “Electric transmission line” means any line or extension of a line
whicl is at least five miles in length and which is to be nsed for the Tk
transler of elratricity.

New See. 2. The Kansas development finance authority is authorized
i J‘-‘-l‘i'l.iﬂrll atnrs of electric transmission lines and appurtenances in

marketing bonds to finance the construetion and npgrace of such lines
arie] ».Lppmtr nances i’

(a)  Tho lmes-erignate-in-this-state-and-aimajority ol the costs of the

comstruction and upmmlr is for constrnction and upgrade of lines and
appurtenances located or to hie lneaterl in this stale: and

{(hi the commission cortifies that the portions of the lines and appi-
tenances Incatedd ontsice this state will improve the reliability and secnrity
of the state’s electric transmission svstem or will ¢ ontribute to the Irmur
e economic well being of the state,

New Sec, 30 Upon application, the l;fl1llI1liHS]'IJI'IE':S.’_],H[“‘[:[E['I1‘<ﬂ-“i&ii‘.' looy 1ee-
covery of capital expenditnres lor eonstrnetion or uparade ol any electric

: "“'f'with an operating voltage of 34.5 kilovolts or more

' OWners or

-l may

Senate Utilities Committee

March 15, 2004
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Pransinissicn lne or Uk ]nntn RIRINIRE R I L piod ol 15 sears., G E b

New Sees b Ay entity which, onoradter a1 ’“fﬂ mu\!mf !~
e this state russ or ex m11|| al electric e eration . IL!||“‘ sl g i
pacity ol at least 1O kilowatts e dther cranl or lease interconmection

Facilitios 1o Lranstnission npeTatars. o agreenent Pt thee endity

nl n|n rator o] approval by the connnission.

New Sec 50 fad Upon lm‘hhllllﬂl e eormadssion ey appineve: (1
Any Hi'i ol transmission lines and appantonaro: In anindependent trans-
mission: company or systen operator whic D Das Do appesced by the

fealoral encrey e trlillte-n eranrission: aned (21 any contract for s o
cration of trasmission lines and . appurtenances by inclependont trans-
nission syslem operalor or regions al Leansmission orgarization which has
hisen nl:]mmzl L the federal energy regolatory commission,

iby The conmnrission shall adlord Hu transactions described i this
section with appropriate rate- making treatment. inclnding the reasonalsle
sharing of procecds from asset s s hetween ratepavers wned the :mln—-

Sec. 6, KSALA6-128 iy hereby amended tore ad as Tollows:
() The state corpantion conission shall determine the
vale ol all or whatever fraction or percentage ol the ]:m;-f’m ol any
commeon carrier or pulilic ntility gos wrned by 1|:o rovisions of this act

wehich propertyis nsed and reguire .I tes b vz in it serviees tothe palilic
\'-ilhm the states of Kansas, whenover the commnission decins the aseer-
Gaitinent ol such value wecessary in oreder tooenable the cotmpission to

fix fair cndd rewsomable vates, joint ttes. tolls ol clarges. fnmaking such
valations the conmmission may avail itsell ol reports, records or other
thines available te the commmission in the ellice of ay wational. state
niivipad officer or hoard

ihi o1 Tear the purposes of this act, eaeept as provide J by suhsection
Loproperty of any priblic otility ulw !: D mot hiesem a.umph e aned
Jodicated 1o commercial service shall not e decmed e b vsed and
pecqnivend to be e i the public ntilitys service to the prublic

(21 Any pabilic ntility property eseribsel in shssction 0Ty T
Avemed 1o b o fHIIL‘Ii‘ts al s leelicated to eommercial service ibo0 8
Constraction of the prope 1t\ will be commmeneed andd conm 1!|¢ el i one

ar or less (R0 the propn v s an electic generation Tavility et has

'-] ity ol T meeneatts o less and comverts sin L sslar. hionmss. ke
Bill s or oy o 13111 venewaldi sonres ol energe 1O eomstimction of th
RIE |h 1y has heen d!ll]l wized by siting p wrmnit fssied nader K88 6.
1138 o4 s s or GR-1ITT vt e and sunenduwents thevetos (00 the prop-
ety is an sdeetric coneration Tacility orabdition tooan eleetric meneration
|1u-i|lll\1 'J-.|'1|l.']\ HIE i‘il" o adhdition oo |ili'ihf"‘.' is |1|an.|'-:1 I STy g ar
alter vy 12000 on (B the property is wn sleetric trnstission Hne,

Feb e L s A B8 TT e ettt inclnding: ull

3 o

o

unless recovery of capital expenditures for construction or upgrade of the
transmission line or appurtenances is already provided for by tariffs and rates
approved by the Federal Energy Regulator Commission or its successors
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s il’lllnrlfu] lrl m (lmtn-. generation [acility std-eddeh-isplaesd—n

Electric genceration [ \(lhhm undor the provisions of subseetion
(W2 D or (20T shall not inelnde [acilities used in generating elee-
tricity by nnclear vesonrees or technologies ar by nsing renewable energy
prosonrees or techmologies, as defined in K.SA. 79-201, and amendmients
thereto,

(e} Awused in this seetion, “clectric transmission line” means any line

towers, poles and other necessary apporte nanees to sneh lines, which will

or exfension of a tinclwhiclt is at least five pules in length and w hich is
tsed or to be wsed for the bulk tremsfer of {t:i.—‘i"-?—f}zﬂfr'r’*ﬂ; T
f"]i‘l"“’if'i‘f’f, ’

New Sec, 7. () I an electrie prblic utility constrnets nesw or ex-
I anded electric generation capacity on or after }.nmm L2004 in oa
emmty where the population has not ine reased more than 5 ”'” hetween
the dates of the two most recent decennial censuses taken and published
by the United States burcan of the census, the state corporation com-
mission, in determining the ntility’s revenne requirements. shall meke
adjustinents that allow the utilitv to retain henefits eqquivalent to 104 of
the net revenues from sales of electricity penerated by such new or ex-
panded capacity to customers ontside the: state.

i) The provisions of this section shall not apply to net revenues
which are <u|1|m tio the provisions of K.8.A 66-1. 184, and amendments
therete,

New See. 8 The state corporation commission shall allow an electric
pablic utility. as defined in K.SA AB-10Ta, and amendments thereto, to
inclde in rutes the ntilitv's pradent expe snditures tor research and de-
vedopment by the ntility or for investment in ve ssearch and develapment
by research conters determinged by the commission to be nationallv

A-3

—-| with an operating voltage of 24.5 kilovolts or more

recogmizeds

Sec, 9. K.S.AL 2003 Supp. 66-123% is hereby amended to read as
frallowess GR-1239, (a) As nsed in this section:

(1 'nlmniwinn" means the state c-'n'pnr.lﬁnu COMMTNISSION:

{2y “eontract” means a poblic ntility's contraet fon the porclwse of
eloctrie power in the amount of at Jeast $5.000.000 amn: alty:

(3 “generating facility” means any eloctric generating plant or im-
provens nt to existing genes ration fac 11111« 4l

41 “stuke” means a public ntility’s whole or Fractional ovvnership
shares oy leasehold or other proprictary interest in a generating facility or
transimission lacility:

5 “pohlic utility”™ has the meaning prowided by K.S A 66-104. and
amendiments thereto: ane

(A1 transmission facility” means (AT Any esisting line aned suppon-

t, provided such research and development expenditures or investments
are intended to enhance reliability or efficiency of electric utility service
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ing structures and eqpipment. being npgri ded Tor the transler of elec-
tricity with an operating \’n|l§1<'r~nf1~v‘+ 34.5 kilovelts or more of electyicity:

v (B any new Jine, ane supporting strmetures and eruipmient, being
cruwtrm.t(- ol for the transler of rllwmndt} with an ﬂlaa'mlm}_t voltage ol 230
ilovalts ar more of clecideity,

ihy (1 Prior to ill’]'l“]‘t‘l!'.illg_‘ the comstruction ol or participation in.
a transmission facilitv, a public ntility may file with the commissiom a
petition for a determination of the r 1{U—nmknwIamlupir s and treatment,
as propased by the public utility. that will apply to the recovenry in whole-
<ale or rotail rates of the cost to he inenrred Dy the public ntility to acrpire
such public wtility’s stake in the transmission facility doring the e xpectid
mseful Tife of the transmission facility

(2% The commission shall issne an order setting forth the rate-maling
principles and tre atment that will be applicable to the public atility's stake
in the transmission facility in all rate- making pmce‘r-dmsrk on and alter
auch time as the transmission facility is phwd in servico or the term of
the contract commences,

{31 The commission in all proceedings in which the cost of the pulbilie
atility's stalke in the trangmission facility is considered shall vtilize the

rate-making principles anil treatment ‘apphmhlc to the transmissicn
laeility.

(4) 1f the commission fails ta issue a determination within 180 days
of the date a petition for w determination of rate-waking principles ane
treatment is {iled, the rate-making principles and treatment proprised by
the petitioning public atility will ln- decmed to have been approved by
the commission and shall he binding for rate-making primposes filmnvthr
nsebnl life of the transmission laeility.

(51 1f the commdssion fdoes not have jurisdiction to set wholasale rates
{owr nise ol the transmission {acility the comnission need not consider rate-
making principles and treatment for wholesale rates tor the transmission
i‘:lt'i[it}ﬂ

{ed (1) Prior to undertaking the constriction of, or participation in.
a generating fueility or prior to enfering into a new conbract. a public
ntility may filis with the cormnission a petition for a determination of the
rate-ms llunc' prine iples and troatment, as proposed by the public atility,
that will ..l[][l}\ tn recovery in whelesale ar vetail mies of the cost to be
inenrred by the public 11t111h to acquire such public utility's stake in the
ponerating facilily niurmcrfhsw\]wvtl el wsefud life af the generating facility
or the recovery in rates of the contract during the tr=r1n thereal.

(27 Anv l!tllm soeking a determination of rate-making principles and
treatment nndler snhsection (¢101) shall as a part of its himg snhmit the
tollowing information; (A} A deseription of the priblic ntility's conserva-
tion measures; (3 a description of the pnblic utility's Jdrrnand side man-

2-4
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agement efforts; (O the public ntility's ten-year generation ana] levad fove-
casts: and (D1 o deseription of all power supply alternatives comsidered
to ment the public ntility’s Toad requirenents,

(3 In considering the public wtilits’s supphy plan. the commission
may eansider il the public utility issnerd a request for propesal from a
wide andience of participants willing and able to meet the needs identi-
ficel under the public utility's generating supply plan. and if the plan
selectod Dy the public utility is reasonable, reliabsle and elficient.

(45 The coanmission shall issue an order setting lorth the rate-naking
principles and treatment that will he applicable to the public utility's stake
in the generating facility or to the contract in all rate-malkdng procecdings
o and after snel time as the generating Tacility is placed in service or
the terin of the contract comumences,

(5 The commission in all proceedings inwhich the cost of the public
ntility’s stake in the genevating facility or the cost of the purchased power
ander the contract is considered shall ntilize the rate-making principles
andl treatment applicable: to the generating facility or contract,

(61 1 the commission [ails to issne a determination swithin 150 days
of the date a petition for a determination of rate-making principles and
treatment is filed, the vate-making principles and treatment proposed by
the petitioning, public utility will he decraed to have heen approved by
the eonmmiission and shall he hinding for mate-inaking purposes duving the
nselul lite of the generating facilite or during the term of the contract.

(l) The pnblic utility shall have one vear from the eflective date of
coanrnission to nolifv the commission whether

the determination of the
it will constrmet or participate in the construction of the generating or
transmission facility or whether it swill perform mnder terms of the
comract,

(o1 I the public utility notilies the commission within the one-year
perind that the pablic utility will nast construet or participate in the con-
striction of the generating or transmission facility or that it will not per-
form under the terms of the contract, then the determination of rate-
making principles pursnant to snbsection (hior (v shall be of no fther
fovce or elfect. shall have no precedential valne in any subsequent pro-
ceeding, and theye shall be no adverse presmmption applicd in any fture
woceeding as a resull of sueh notification.

(0 the prblic ntility notifies the commission imder subsection ()
that it will construet or participate ina generating, facility or purchase
powy comtract and Rll!l‘it‘.'qllé"'l]l]}’ teses not, it will s 1 ~f_1ui1'\"(l to notily
the: commiission immediately and Gle an altemative supply plan with the
COMMISSion et suhsection (o) wit hin 90 r.]u_‘.-'r‘;.

Sec, 1L KS AL 2003 Supp. T4-S946 s herely amended to reacd as
Fellovwes: T4-8946. {a) As naed in this section:
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(L CAppurtenances’ menns all substations, towers, poles and other
stroctures and equipment necessary for the hulk transter of electricity.

(21 “Tlectrie transmission line” eans any line or extension of w line
which is at least five miles long and which is nsed for the bulk transler of
electricily,

(I The Kansas development finanee anthority is hereby authorize:d
ter issne revenne bonds in amonnts snfficient to pay the follrrwing de-
seribed costs of constmetion. npgrading and acquisition, including any
l‘¢-r]uiw1(| interest om the bonds during such construetion, upgrading and
acquisition. plos all amounts regnire ol for the eosts of honed issuance and
any reguired reserves on the honds: (1) Construction or upgrading of
eloetric transmission lines and appurtenances which are oeqied and op-
crated by an eleetric municipal r_;_:li.’ifr‘.l or twhich me to be used for the
transfer{of &9 345 kilovolts or more of electricity: (2) acquisition of the
right-of-way on which sref transmission lines and appurtenances te-be
wodfort ansteral Henlts-nemeraloloetrieity are to be con-

structed: and (33 upgrading of such electric transmission lines and ap-

purtenances to—be—tisedf a1 el - :
trteity, The honds, and interest thereon, issned pursnant to this section
shall be pavabile fron revenues derived from nse of the transmissinn lines.
(el The provisions of snbsection (a) of K8 A 748905, and amend-
ments thereto, shall not prohibit the issmance of honds by the Kansas
development finanee anthority for the prrposes of thiv section and any
snch issnance of honds is exempt from the provisions of snbsection (a) of
K.S.A, 74-5905. and amendments theretoe, which would operate to pre-
clndle sneh fssuanee,

i Revene bonds, inchiding vefunding revenne honds, issued leve-
imder shall nat constitute an indebtodness of the state of Kansas, nor
shall they constitute indebtedness within the meaning of any constitu-
tional or statutory provision limiting the incurying of indehtedness.

(e} Revenue honds, including refimding revenne honds, issued here-
mnder and the ineome devived therefrom are and shall be oxernpt from
all state, connty and mumicipal taxation fn the state of Kansas, exeept
Kansas estate taves,

See, 110 K.SAB6-128 aned K.S.AL 2003 Supp. G6-1239 and T4-5046
are herehy repealedd.

See, 12 This act shall take effect aned De i foree frome ancd after its
puililication in the statnte Lok,

of electricity with an operating voltage

2-b



February 18, 2004

The Honorable Carl Holmes, Chairperson
House Committee on Utilities
Statehouse, Room 115-S

Topeka, Kansas 66612

Dear Representative Holmes:
SUBJECT:  Fiscal Note for HB 2756 by House Committee on Utilities

In accordance with KSA 75-3715a, the following fiscal note concerning HB 2756 is
respectfully submitted to your committee.

HB 2756 would authorize the Department of Transportation to purchase and lease radio
communications equipment, including access to radio communication towers, to both
governmental and non-governmental organizations. The bill would create the Communication
System Revolving Fund in which all proceeds from the lease of radio communications
equipment would be deposited.

HB 2756 does not limit or indicate the level at which the new program would operate.
However, the Department of Transportation estimates that $5.0 million would be an appropriate
amount for FY 2005. Of this amount, $568,302 would be used for salaries and wages in support
of 12.0 new FTE positions, and the remaining $4,430,698 would be available for the purchase,
installation, and servicing of radio communications equipment. The agency would transfer $5.0
million from the State Highway Fund to capitalize the new Communication System Revolving
Fund under the authority that the bill grants to the Secretary of Transportation.

The Department anticipates that the revenue generated by the leasing of equipment and
towers would support the ongoing costs of the communications system, and the clearing fund
would be self-supporting thereafter. In addition, the agency estimates that these fees would
generate enough revenue to repay the $5.0 million capitalization loan from the State Highway

Senate Utilities Committee
March 15, 2004
Attachment  3-1



The Honorable Carl Holmes, Chairperson
February 18, 2004
Page 2—2756

Fund. Any fiscal effect resulting from this bill would be in addition to amounts included in 7he
FY 2005 Governor’s Budget Report.

Sincerely,

Duane A. Goossen
Director of the Budget

cc: Bill Watts, Department of Transportation



