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Date
MINUTES OF THE SENATE UTILITIES COMMITTEE

The meeting was called to order by Chairman Jay Emler at 9:30 A.M. on February 11, 2008 in Room 526-
S of the Capitol.

Committee members absent:

Committee staff present: Raney Gilliland, Kansas Legislative Research Department
Cindy Lash, Kansas Legislative Research Department
Mike Corrigan, Revisor of Statutes
Ann McMorris, Committee Secretary

Conferees appearing before the committee:

Others in attendance: See attached list

Chairperson Emler opened for further discussion and possible action on:
SB 515 - electric generation, transmission and efficiency and air emissions

Sen. Francisco inquired whether Midwest and Sunflower were selling their renewable energy credits from the
production of the wind power at Montezuma. Mr. Penrod responded that only those credits from 2007 could
be sold but he did not know the amount that was sold .

Sen. Pyle inquired whether Robert’s Rules of Order applied to further action in the committee on this bill
since no written rules had been made. Chair responded that roll call vote can be made by motion and second.

Sen. Francisco noted she had received considerable help from Sunflower, Westar and KCPL in getting a
much better understanding of the offset costs.

Sen. Pine requested an explanation of the process of the proposed Algae Biocenter. Mr. Penrod explained it
is a greenhouse environment. It would utilize methanol gas and make use of waste water. Q. Was the
Kansas BioScience Authority involved? A. Yes, in Phase I. There was further discussion on water use and
savings and the cost of processing algae to biodiesel.

Chair closed discussion and asked for action on the SB 515.

Moved by Senator Apple. seconded by Senator Lee. to amend SB 515 by deleting the language starting on
page 2. line 8 through page 12. line7 (z515g13). Motion carried. “No” votes recorded from Sen. Francisco
and Senator Reitz. (Attachment 1)

Moved by Senator Pyle to make a substitute motion. This amendment removes the carbon tax and replaces
it with a tax credit. New language would be inserted in section (h) (1) page 11, lines 4 thru 37. Basically,
starting in 2009, the tax credit is created for the owners of coal plants. Credit is for $50 per pound of carbon
dioxide reduced from the previous year. After discussion, Senator Pyle withdrew his motion. (Attachment

2).

Moved by Senator Taddiken. seconded by Senator Lee. amend SB 515 by deleting Section 1 through Section
8 - page 1 line 15 through page 4. line 6. Motion carried.

Moved by Senator Petersen, seconded by Senator Taddekin, amend SB 515 on page 26. Sec. 34 by striking

the language starting at the end of line 5 through line 9 and inserting new language and by striking the
language on page 27, line 2 -3 “member -owned generation and transmission cooperative and a member” and

inserting ‘cooperative as defined in subsection (a). that does not provide retail electric service and an owner’
as shown in the balloon z515¢15. Motion carried.  (Attachment 3)

Moved by Senator Apple. seconded by Senator Reitz. amend SB 515 on page 4. line 17 and 18 make these

persons non-voting members; line 20 change to one member: line 11 appoint two persons with scientific

background. Motion carried.

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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Moved by Senator Taddiken, seconded by Senator Petersen. amend the proposed language of SB 515 into HB
2066 and delete all the current language in HB 2066. the new bill would be Senate Substitute for HB 2066.
Motion carried. “No” votes recorded from Sen. Francisco and Sen. Reitz.

Moved by Senator Apple. seconded by Senator Lee. Senate Substitute for HB 2066 as amended be passed
out favorably. Motion carried. No” votes recorded from Sen. Francisco and Sen. Reitz.

Chairperson Emler read the Statement of Legislative Intent as follows:
STATEMENT OF LEGISLATIVE INTENT

On September 24, 2007, in response to a request from the Secretary of Health and Environment, the Attorney
General issued a legal opinion (Ks. Atty. Gen. Op. No. 2007-31) which concluded that K.S.A. 65-3012 is
applicable to the air quality permitting process and that this statute authorizes the Secretary to deny a permit
application based on anticipated emissions of a particular pollutant for which there are no federal or state
emission standards. However, these views of K.S.A. 65-3012 do not accurately reflect the intent of the

Legislature.

As a matter of fact, the Legislature has never intended K.S.A. 65-3012 to have any application in the air
quality permitting process. Moreover, the Legislature has never intended to authorize the Secretary of Health
and Environment to deny, modify or otherwise take adverse action on any air quality permit application based
on anticipated emissions of any air contaminant or pollutant for which there are no established federal or state

emission standards.

Accordingly, the amendments to K.S.A. 65-3012 contained in SB 515 do not change the existing law, but are
intended only to correct a misinterpretation and application of that law by the Kansas Attorney General and
the Secretary of Health and Environment.

This bill, in part, is intended:
*To reject the profoundly mistaken views of legislative intent and statutory construction in Kansas Attorney
General Opinion No. 2007-31;

*To reiterate the limitations on the authority of the Secretary of Health and Environment under the Kansas
Air Quality Act which the Legislature has never intended to remove or relax;

*To ensure that the Secretary of Health and Environment cannot, without prior authorization from the
Legislature, set emission standards for any air emissions that are more stringent than any emission standards
established by the EPA in regulations under the Clean Air Act;

*To ensure that the Secretary of Health and Environment cannot, without prior authorization from the
L egislature, set emission standards for any air contaminant or pollutant for which the EPA has not established

emission standards in regulations under the Clean Air Act;

*To protect any applicant for an air quality permit from adverse administrative or judicial action in any
pending proceeding based on any mistaken interpretation or application of K.S.A. 65-3012.

This bill does not establish lower standards for the issuance of air quality permits. On the contrary, this bill
establishes - for the first time - a framework for mandating the mitigation of carbon dioxide emissions while
simultaneously prohibiting the construction of new fossil-fueled merchant plants in this State.

Moved by Chairperson Emler. seconded by Senator Apple. the Statement of Legislative Intent be made a
part of the minutes of this meeting. Motion carried.

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
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Session of 2005
SENATE BILL No. 515
By Committee on Utilities

1-30

AN ACT concerning the environment; relating to conservation and elec-
tric generation, transmission and efficiency and air emissions; amend-
ing K.5.A. 65-3008b, 65-3012 and 66-104d and K.S.A. 2007 Supp. 65-
3005, 65-3008a and 66-1,184 and repealing the existing sections.

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

New Section 1. As used in sections 1 through 7, and amendments
thereto:

(a) “ASHRAE” means American society of heatmg roinoeratmd and
air- (omht:onmg engineers, Inc. standard 90.1-2004.

(b) “Energy star” means the joint program of the United States en-
vironmental protection agency and the United States depamnent of en-
ergy which labels certain products that meet energy efficiency standards
adopted for such products.

(¢) “IECC” means the 2006 international energy conservation code.

{(d) “New public school building” means any building or structure the
construction of which commences on or after July 1, 2009, and which is
located upon the land of any school district under the supervision of the
state board of education.

(e) “New state building” means any building or structure which is
constructed by the state or any agency of the state and the construction
of which commences on or after July 1, 2009.

New Sec. 2. The secretary of administration shall adopt rules and
regulations that require that the average fuel economy standard for state-
owned motor vehicles purchased dunnlf calendar year 2010 shall not be
less than 10% higher tlhan the average hlel economy standard of state-
owned motor vehicles purchased during calendar year 2007. The head of
each state agency shall provide information to and cooperate with the
secretary of administration for the purposes of implementing and admin-
istering this section and the rules and regulations adopted by the secretary
of administration.

New Sec. 3. The secretary of administration shall adopt rules and
1e¢rulfll:ous for state arfenues for the purchase‘ ofproducts and equipment,
mdudmg, but not hmlted to, appliances, lighting fixtures and bulbs, and
computers, which meet energy efficiency guidelines which are not less

Proposed

Balloon Amendment

Senate Utilities Committee
February 11, 2008
Attachment 1-1

Revisor of Statutes Office: MC
H:1Drafts/Balloons/z515g13.pdf
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sistance as may be requested by the commission and authorized by the
legislative post audit committee. The staff of the office of the revisor of
statutes, the legislative research department and the division of legislative
administrative services shall provide such assistance as may be requested
by the commission and authorized by the legislative Loordlllatlllcr council.

(h) The provisions of this section shall sunset on June 30, 2010, unless
extended by statute.
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New Sec. 13. Sections 13 through 28, and amendments thereto, shall
be known and may be cited as the net metering and easy connection act.

New Sec. 14. As used in the net metering and easy connection act:

(a) “Avoided fuel cost” means the current average cost of fuel for the
entity generating electricity, as defined by the governing body with juris-
diction over any municipal electric utility, electric cooperative utility or
electric public utility.

(b) “Commission” means the state corporation commission.

(c) “Customer-generator” means the owner or operator of a qualified
electric energy generation unit which:

(1) Is powered by solar thermal sources or photovoltaic cells and
panels;

(2) has an electrical generating system with a capacity of not more
than 100 kilowatts:

(3) is located on a premises owned, operated, leased or otherwise
controlled by the customer-generator;

(4) is interconnected and operates in parallel phase and synchroni-
zation with a retail electric supplier and has been approved by such retail
electric supplier;

(5) is intended primarily to offset part or all of the customer-gener-
ator’s own electrical energy requirements;

(6) meets all applicable safety, performance, interconnection and re-
liability standards established by the national electrical code, the national
electrical safety code, the institute of electrical and electronics engineers,
underwriters laboratories, the federal energy regulatory commission and
any local governing authorities; and

(7) contains a mechanism that automatically disables the unit and
interrupts the flow of electricity back onto the supplier’s electricity lines
in the event that service to the customer-generator is interrupted.

(d) “Net metering” means using metering equipment sufficient to
measure the difference between the electrical energy supplied to a cus-
tomer-generator by a retail electric supplier and the electrical energy
supplied by the customer-generator to the retail electric supplier over the
applicable |J1lhng period.

(e) “Retail electric supplier” means any municipal electric utility,
electric cooperative utility or electric public utility which provides retail

/-8

And by renumbering the remaining sections accordingly
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Nession of 2008
SENATE BILL No. 515
By Committee on Utilities

1-30

AN ACT concerning the environment; relating to conservation and elec-
tric generation, transmission and efﬁc-ic—*nc-\’ and air emissions; amend-
ing K.S.A. 65-3008b, 65-3012 and 66-104d and K.S.A. 2007 Supp. 65-
3005, 63-3008a and 66-1,184 and repealing the existing sections.

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

New Section 1. As used in sections 1 through 7, and amendments
thereto:

(a) “ASHRAE” means American society of heating, refrigerating and
air-conditioning engineers, Inc. standard 90.1-2004.

(L) “Energy star” means the joint program of the United States en-
vironmental protection agency and the United States departinent of en-
ergy which labels certain [)IO(IU(I‘C that meet energy efficiency standards
ddopted tor such products.

{¢) “IECCT means the 2006 international energy conservation code.

() “New public school building”™ means any build ding or structure the
construction of which commences on or after July 1, 2009, and which is
located upon the land of any school district under the supervision of the
state board of education.

(e) “New state building” means any building or structure which is
constructed by the state or any agency of the state and the construction
of which commences on or after ]ul\ 1, 2009.

New Sec. 2. The secretary of administration shall adopt rules and
regulations that require that the average fuel economy standard for state-
owned motor vehicles purchased during calendar year 2010 shall not be
less than 10% higher than the average fuel economy standard of state-
owned mator v ehlcios purchased dmmd calendar year 2007. The head of
cach state agency shall provide information to and cooperate with the
secretary of ddnmnatmtlon for the purposes of implementing and admin-
1St(‘11110 f]]l% section and the rules and leguldtlons A(]Opted ])\ the seer etary
of adlmmstmtlon.

New Sec. 3. The secretary of administration shall adopt rules and
regulations (or state agencies for the purchase of products and equipment,
mdndmo but not limited to, appliances, lighting fixtures and bulbs, and
computers, which meet energy efficiency gmde]mes which are not less

Proposed
Balloon Amendment

Senate Utilities Committee
February 11, 2008
Attachment 2-1

Revisaor of Statutes Office: MC
H:1Drafts/Balloons/z515g1.pdf
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duction and, may sell, trade or exchange the credit to an owner or op-
erator of an affected facility which may then be utilized to satisfy the
carbon dioxide emission limitations herein.

WM&MMWM
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() Before July 1, 2009, the secretary of the Kansas department of
health and environment shall adopt such rules and regulations to imple-
ment this section and sections 10 and 11, and amendments thereto. in-
cluding, but not limited to, monitoring, reporting and recordkeeping
chmlemnnts consistent herewith as deemed necessary to ensure cou-
formance with the provisions of this section and section 11, and amend-

(h) (1) For all taxable years commencing after December 31, 2008,
a credit against the tax imposed by the Kansas income tax act and
upon the Kansas taxable income of every corporation doing business
within the state or deriving income from sources within the state for
each affected facility using solid fuel operating on or after December
31, 2008, shall be allowed for the owner of an affected facility using
solid fuel who uses any technology or method, including, but not
limited to, the technologies and methods resulting in offsets prescribed
in section 11, and amendments thereto, to decrease any gases
confaining carbon dioxide from the amount emitted in the previous
calendar year measured on and after the date on which the initial
performance test of an affected facility using solid fuel is completed or
required to be completed, whichever occurs first. The credit shall be in
an amount equal to $50 per pound for each pound of carbon dioxide
per net megawatt per hour less than the amount of carbon dioxide
emitted per net megawatt per hour in the previous year beginning with
calendar year 2007 emissions for calendar year 2008, as a result of
technologies or methods including, but not limited to, technologies and
methods resulting in offsets prescribed in subsection 11, and
amendments thereto, except that such credits shall not be awarded
unless such affected facility emits less than 2,000 pounds of carbon
dioxide per net megawatt per hour.

(2) All proceeds from tax credits awarded pursuant to this section
shall be refunded to customers by the qualified owner of an affected
facility using solid fuel.

(3) The secretary of revenue is hereby authorized to adopt rules
and regulations to implement and administer the provisions of this
subsection.

(4) The credit allowed by subsection (a) shall not exceed the
amount of the tax imposed by this section, and amendments thereto,
reduced by the sum of any other credits pursuant to law.
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schedule of rates and charges at the cooperative headquarters and shall
make copies of such schedule of rates and charges available to the general
public during regular business hours.

(2)  Any cooperative which [ails, neglects or refuses to maintain such
copies of schedule of rates and charges under this subsection shall be
subject to a civil penalty of not more than $500.

New Sec. 35. I any provision of this act or its application to any
person or circumstance is held invalid, the invalidity shall not affect any
other provision or application of the act which can be given effect without
the invalid provision or application. To this end the provisions of this act
are severable.

Sec. 36, K.S.A. 63-3008b, 65-3012 and 66-104d and K.S.A. 2007
Supp. 65-3005, 65-3008a and 66-1,184 are hereby repealed.

See. 37. This act shall take effect and be in force from and after its
publication in the Kansas register.

2-3
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Session of 200%

SENATE BILL No. 515

By Comnnittee on Utilities

1-30

AN ACT concerning the environment; relating to conservation and elec-
tric generation, transmission and efﬁcieucy and air emissions; amend-
ing K.S.A. 65-3008b, 65-3012 and 66-104d and K.S.A. 2007 Supp. 65-
3005, 65-3008a and 66-1,184 and repealing the existing sections.

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

New Section L. As used in sections 1 through 7, and amendments
thereto:

(a) “ASHRAE” means American society of heating, refrigerating and
fnr-cundltlomng engilleers Inc. standard 90.1-2004.

(b)  “Energy star” means the joint program of the United States en-
vironmental prote('tion agency and the United States departmvnt of en-
ergy which labels certain products that meet energy efficiency standards
adopted for such products

() “IECC” means the 2006 international energy conservation code.

(d)  “New public school building™ means any building or structure the
construction of which commences on or after July 1, 2009, and which is
located upon the land of any school district under the supervision of the
state hoard of education.

(e) “New state building” means any building or structure which is
constructed by the state or any agency of the state and the construction
of which commences on or after July 1, 2009.

New Sec. 2. The secretarv of administration shall adopt rules and
regulations that require that the average fuel economy standard for state-
owned motor vehicles purchased duung calendar year 2010 shall not be
less than 10% higher than the average fuel economy standard of state-
owned motor vehicles purchased during calendar year 2007. The head of
each state agency shall provide information to and cooperate with the
secretary of administration for the purposes of implementing and admin-
istering this section and the rules and regulations adopted by the secretary
of administration.

New Sec. 3. The secretary of administration shall adopt riles and
regulations for state agencies for the purchase of products and equipment,
m(_lndmg but not limited to, appliances, lighting fixtures and bulbs, and
computers. which meet energy efficiency guidelines which are not less

Proposed

Balloon Amendment

Senate Utilities Committee

February 11, 2008
Attachment 3-1

Revisor of Statutes Office: MC
H:1Drafts/Balloons/z515g15.pdf
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(d)  Any order of the secretary pursuant to subsection (b)(1) is subject
to hearing and review in accordance with the Kansas administrative pro-
cedure act.

Sec. 34. K.S.A. 66-104d is hereb‘) amended to read as follows: 66-
104d. (a) As used in this qechon “cooperative” means any eeeperative;

0
N\

(b) Except as otherwise provided in subsection (f), a cooperative may
elect to be exempt from the jurisdiction, regulatian, supervision and con-
trol of the state corporation commission by complying with the provisions
of subsection (c).

(c) To be exempt under subsection (b), a cooperative shall poll its
members as follows:

(1) An election under this subsection may be called by the board of
trustees or shall be called not less than 180 days after receipt of a valid
petition signed by not less than 10% of the members of the cooperative.

(2) The proposition for deregulation shall be presented to a meeting
of the members, the notice of which shall set forth the proposition for
deregulation and the time and place of the meeting. Notice to the mem-
bers shall be written and delivered not less than 21 nor more than 45
days before the date of the meeting.

(3) If the cooperative mails information to its members regarding the
proposition for deregulation other than notice of the election and the
ballot, the cooperative shall also include in such mailing any information
in opposition to the proposition that is submitted by petition signed by
not less than 1% of the cooperative’s members. All expenses incidental
to mailing the additional information, including any additional postage
required to mail such additional information, must be paid by the sig-
natories to the petition.

(4)  If the proposition for deregulation is approved by the affirmative
vote of not less than a majority of the members voting on the proposition,
the cooperative shall notify the state corporation commission in writing
of the results within 10 da\s after the date of the election.

(5) Voting on the proposition for deregulation shall be by mail ballot.

(d) A cooperative exenpt under this section may elect to terminate
its exemption in the same manner as prescribed in subsection (c).

(e) An election under subsection (¢) or (d) may be held not more
often than once every two years.

(f)  Nothing in this section shall be construed to affect the single cer-
tified service territory of a cooperative or the authority of the state cor-
poration commission, as otherwise proﬁded by law, over a cooperative

corporation organized under the electric cooperative act, K.S.A.
17-4601 et seq., and amendments thereto, or which becomes
subject to the electric cooperative act in the manner therein
provided; or any limited liability company or corporation
providing electric service at wholesale in the state of Kansas
that is owned by four or more electric cooperatives that provide
retail service in the state of Kansas, or any customer-owned
corporation formed prior to 2004.
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cooperative, wire Stringing and transmission line siting, pursuant to K.S.A.
66-131, 66-183, 66-1,170 et seq. or 66-1,177 et seq., and amendments
thereto.

(g) (1) Notwithstanding a cooperative’s election to be exempt under
this section, the commission shall investigate all rates, joint rates, tolls,
charges and exactions, classifications and schedules of rates of such co-
operative if there is filed with the commission, not more than one year
after a change in such cooperative’s rates, joint rates, tolls, charges and
exactions, classifications or schedules of rates, a petition, in the case of a
retail distribution cooperative, signed by not less than 5% of all the co-
operative’s customers or 3% of the cooperative’s customers {rom any one
rate class, or, in the case uf a generation and transmission c:(mperrztiz:e,
not less than 20% of its members or 5% of the aggregate retail customers
of its members. If, after investigation, the commission finds that such
rates, joint rates, tolls, charges or exactions, classifications or schedules of
rates are unjust, unredsonab]e unjustly discriminatory or unduly prefer-
ential, the commission shall have the power to fix and order substituted
therefor such rates, joint rates, tolls, charges and exactions, classifications
or schedules of rates as are just and reasonable.

(2) The cooperative’s rates, joint rates, tolls, churges and exactions,
classifications or schedules of rates complained of shall remain in effect
subject to change or refund pending the state corporation commission’s
investigation and final order.

(3) An)r customer of a cooperative wishing to peﬁtion the commission
pursuant to subsection (g)(1) may request from the cooperative the
names, addresses and rate classifications of all the cooperative’s customers
or of the cooperative’s customers from any one or more rate classes. The
cooperative, within 21 days after receipt of the request, shall furnish to
the customer the requested names, addresses and rate classifications and
may require the customer to pay the reasonable costs thereof.

(h) (1) Ifa cooperative is exempt under this section, not less than 10
days’ notice of the time and place of any meeting of the board of trustees
at which rate changes are to be discussed and voted on shall be given to
all members of the cooperative and such meeting shall be open to all
members.

(2) Violations of subsection (h)(1) shall be subject to civil penalties
and enforcement in the same manner as provided by K.S.A. 75-4320 and
75-4320a, and amendments thereto, for violations of K.S.A. 75-4317 et
seq. and amendments thereto.

(i) (1) Any cooperative exempt under this section shall maintain a

cooperative as defined in subsection (a), that does not provide
retail electric service and an owner
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schedule of rates and charges at the cooperative headquarters and shall
make copies of such schedule of rates and charges available to the general
public during regular business hours.

(2)  Any cooperative which fails, neglects or refuses to maintain such
copies of schedule of rates and charges under this subsection shall be
subject to a civil penalty of not more than $500.

New Sec. 35. If any provision of this act or its application to -any
person or circumstance is held invalid, the invalidity shall not affect any
other provision or application of the act which can be given effect without
the invalid provision or application. To this end the provisions of this act
are severable.

Sec. 36. K.S.A. 65-3008h, 65-3012 and 66-104d and K.S.A. 2007
Supp. 65-3005, 65-3008a and 66-1,184 are hereby repealed.

Sec. 37. This act shall take effect and be in force from and after its
publication in the Kansas register.

3-¢



