Approved: __ March 24, 2009
Date
MINUTES OF THE HOUSE ENERGY AND UTILITIES COMMITTEE

The meeting was called to order by Chairman Carl Holmes at 9:00 a.m. on March 11, 2009, in Room 783
of the Docking State Office Building.

All members were present except:
Representative Tom Sloan- excused
Representative Josh Svaty- excused

Committee staff present:
Melissa Doeblin, Office of the Revisor of Statutes
Sean Ostrow, Office of the Revisor of Statutes
Mary Torrence, Office of the Revisor of Statutes
Cindy Lash, Kansas Legislative Research Department
Renae Hansen, Committee Assistant

Conferees appearing before the Committee:

Corey Mohn, Department of Commerce
Mari Tucker, Department of Commerce
Thomas Robb, PhD, Abengoa

Others attending:
Twenty-five including the attached list.

Corey Mohn, Department of Commerce, introduced the topic for the day: Energy Incentives Update.

Mari Tucker, Department of Commerce, (Attachment 1), spoke to the committee on the Energy Incentive
Update. She gave an overview of: Alternative Energy Tax Credit, Renewable Electric Co-generation Facility,
Biomass-to-Energy Plant, Coal or Coke Gasification Nitrogen Fertilizer Plant, Alternative Fuels Fueling
Stations, Alternative Fuels for Vehicles, Conventional Energy tax Credits-Refineries and Pipeline, Ethyl
Alcohol Production Incentive, Biodiesel Fuel Production Incentive, Kansas Retail Dealers, CO,
Capture/Sequestration, and Waste Heat Utilization. She also included a summarization, (Attachment 2) of

Kansas energy incentives.

Questions were asked and comments made by Representatives: Vern Swanson, Milack Talia, Mike Burgess,
and Carl Holmes.

Corey Mohn, Department of Commerce, (Attachment 3), presented a power-point to the committee
summarizing the Bio-fuels Industry in Kansas. He spoke to the committee on: The Basics, The State of the
State, some Challenges and some Opportunities for the bio-fuels industry. Mr. Mohn included a map,
(Attachment 4), that shows where there are current and future ethanol and biodiesel plants in Kansas.

Questions were asked and comments made by Representatives: Mike Burgess, Tony Brown, Annie Kuether,
and Don Myers.

Thomas Robb, PhD, Abengoa, (Attachment 5), gave a power-point presentation on the Abengoa, Bio-energy
Hybrid Bio-refinery in Hugoton, Kansas. He noted Abengoa plans to start construction in Hugoton, towards
the end of 2009 after an environmental impact statement is done by the Environmental Protection Agency

(EPA) through the Department of Energy.

Questions were asked and comments made by Representatives: Tom Moxley, Carl Holmes, Annie Kuether,
Joe Seiwert, Milack Talia, Mike Burgess, and Carl Holmes.

The next meeting is scheduled for March 12, 2009.

The meeting was adjourned at 10:49 a.m.

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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the individuals appearing before the committee for editing or corrections.
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- ‘Renewable Electric

wned and operated by the owner. of an lndustrlai

ommercial or:agricultural process to generate electricity for.
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Alternatlv jFueIs
Fuellng Stations

Iternatlve-fuel fueling station placed In service on or afte
an_uary 1,:2005.and before January 1,:2009, an:amount:

_exceed $160 DOD for. each ‘fueling station
-Alternative-fuel fueilng station placed in-service on or after

anuary 172009, 7an amount equal to 40 percent of the total :

mount expended utnot to exceed $100 000 for each
fueling station '

Admlmstered by the Kansas Department of Revenue ]

A:terna:{ve-fuezed motor: vehlcle pFaced in servlce :on’or after
‘January:1,71996 and :before January 152005, an:amount equal 1o
50 percent of the Incremental cost or conversion cost for each
ualified vehicle expended but notto: exceed $50 000 (credits
ed on‘vehicle weight).:

Iternative-fueled motorvehicle plar:ed in: servlce onor after
January1,72005, the credit s 40 percent.of the incremental :ast or
cenverslon cost for.each qualified vehicle expended but nat to

- exceed $40,DDD (credits based on vehicle weight) i
Credit for:mbtor vehicles which-are capable of operating on:a blend
of 85% ethanol.and :15%"gasoline allowed for taxable years ‘after
‘December31,:1999;-Iindividual-must furnish-evidence'of the -
‘purchase-of SDO gallons 'of ‘ethanol:and gasoline :blend:during ne
period of time beginning with vehicle purchase and endtng D|
ecember 31 of the! next succeedlng cal




Credlts Actlwty

2 236 filersfortax years 2003 2007 ‘

| credits allowed A $518.067

Credit equal to'10 percent of. the taxpaye 'siqualified
|nvestment for the first'$250 million invested and an amount

.adjusted gross Income of. the
expanded facility !

Applications submitted to Commerce
-Credlts admlnistered by the Secret ry, of Revenue
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Credlt equal f:o lﬁ percént of the taxpayer s quallﬁed T
investment for the'first $250 million Invested and an amount
equal to'5 Jpercent: of the:amount that exceeds $250 million
Taxable years z ter De mber 31, 2005 and befure Januarv
3k 201150 4
in. addltlon taxpayer entltled toa deduction from Kansas
adjusted gross income of the amortlzable costs of a new:or’
expanded facility:: e

pp at:ons submitted to Commerce

Cr dits admlnlsterecl by'the's 'cretary of Revenue

who Increased productlon capacity on or-afterJuly1, 2001
by an‘amount of 5:million gallons qualify for the Incen
a maxlmum of 15 milluon gallons sold peryear .

2001 and who sold at least 5:million gallons qual!fy for the
ncentive foria maximum:of 15 million gallonsisold per yea
$875 000.per.quarter is. ‘added to th ind for distribution. If
productlon exceedsthe fund bala 2, @ proration of the




pproxlmat'ely'i.s billion gallons pro_duce since 1988 -
i~ 803 million gallons eligible for incentive /% :
"= Total distribution = $62 millmn

i Currently? producers receiving incentive, 5 producers s
& reached maximum payuut

2008 data .
300 milhon gallons produced
75 ‘million eliguble 3 ;
ZUOB dlstr:butlon = $5 2 milli

A $0 30 for. Each gallun sold by e producer

%100,000 per quarter.beginning July 1;2008"s added to the
fund for distribution. If production exceeds the fund balance,:
a proration of the distribution’is performed.|, i

Program sunsets July’l; 2016 :
“Administered by: Department nf Revenue 2

Production

Two producers;participating




Kans"a's-' Reii:'a'il Dealers o

Incentivesto Kansas retail dealers whu seH and dispense renewable fue!s or [

biodiesel through & motor fuel pump =
On'January1,:2009, and quarterly thereafter, $400, DUD wiII he. dlrected

from the general fund into the Kansas Retail Dealers Incentive Fund, 1On or |

.after July 1,°2009 Lhe unuhllgated balance in the fund shall not exceed $1.5
million.

“The retall dealer's rene.wahle ruels threshold percentage must be 10 percent
for any.quarter:in the calendar year:2009,:and increase 1'percent per year.
"o a'total of 25 percent by the end-of calendar year 2024, For any
determination period In which the retail dealer attains the threshold ' .
percentage, the incentive rate'is 6;5 cents’ per gallon,

The retall dealer's biodiesel threshold: percentage must be 2 percent for any

“quarter In the calendar year2009,.and increase 2 percent per year: to a
total of 25 percent by the end of caLendar year 2024. Forany
| “==determination periad in which the retail dealer‘attains the threshuld
. percentage, the (ncentive rateils 3:cen

iSunsets on January 1,72026

Kansas Retall Dealers

As Df January 26 2009, p gram had not been funded

ndlng for flscal years 2009 and

lj

o the amortization of the amortizable costs of icarbon = -
dioxide capture, sequestration or utilization machinery and
equipment (based:upen a period of 10 years); Deduction of
55% of-the amortizable costs o such machinery.and i
equipment for the first taxable year in:.which suchmachine

nd-equipment are in operation and 5% of the amortizable -
costsiof such:machinery and equlpmentfur each of the next




‘Waste Heat Ut|||zat|on_

e Exempt From pmperty taxes for 10 taxable years
—.Deduction from Kansas adjusted 'gross income wlth respect

' to the'amartization of the amortizable costs of a waste heat o

“utilization system (based upon a period of 10 years); - L
Deduction of 55% of the amortizable costs of such system g

-ifor the first taxable year in whichisuch systém isin operatloll'l"

and 5% of the amortizable costs of such systerrl for each of
the next nine taxable years -

- Election of the taxpayer to-claim the deductmn shall be made "
by filinga statement of such electmn with the secretary.of
frevenue
Provislans of thls section shall apply.to all
commenc.lng after December. 31 200
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Incentives:
Ethyl Alcohol Production Incentive

$0.075 for each gallon sold by the producer.

Producers who were in production prior to July 1, 2001 and who
increased production capacity on or after July 1, 2001 by an amount of
5 million gallons qualify for the incentive for a maximum of 15
million gallons sold per year.

Producers who commenced production on or after July 1, 2001 and
who sold at least 5 million gallons qualify for the incentive for a
maximum of 15 million gallons sold per year.

$875,000 per quarter is added to the fund for distribution. If production
exceeds the fund balance, a proration of the distribution is performed.
Program sunsets July 1, 2011.

Reference Kansas Statutes 79-34,160-164

Edie Martin, (785) 296-5327, edie_martin(@kdor.state ks.us

Biodiesel Fuel Producer Incentive

$0.30 for each gallon sold by the producer.

$100,000 per quarter beginning July 1, 2008 is added to the fund for
distribution. If production exceeds the fund balance, a proration of the
distribution is performed.

Program sunsets July 1, 2016.

Reference Kansas Statues 79-34, 155-159

Edie Martin, (785) 296-5327, edie_martin{@kdor. state.ks.us

Enterprise Zone Incentives

Investment tax credit of $1,000 for each qualified business facility
investment starting at $51,000 or more.

Jobs tax credit of $1,500-32,500 with a minimum of two jobs
created.

Exemption from state and local sales tax on all tangible personal
property or services purchased for the construction, enlarging or
remodeling of a business. The sale and installation of machinery
and equipment purchased for the installation at the business shall
also be exempt from sales tax.

Credits can be carried forward until used. i

Darla Price, (785) 296-1868, dprice@kansascommerce.com

CDBG — Economic Development Loans

The maximum amount of funding is $35,000 per created job up to
$750,000.

At least 51 percent of the jobs must meet HUD’s low-and-moderate
income (LMI) test for the county in which the project is located.

The local unit of government must apply for infrastructure funding on
behalf of a private for-profit biofuel entity. Funds may be used for
water, sewer, road or a rail spur.

This program requires that half the funds be paid back over a 10-year
period at a 2 percent rate. This payment stream is accomplished
through a special assessment placed on the property.

Terry Marlin, (785) 296-4703, tmarlinf@kansascommerce.com

Kansas Retail Dealers Incentive Fund

* Kansas Retail Dealers Incentive Fund was created for the payment of
incentives to Kansas retail dealers who sell and dispense renewable fuels
or biodiesel through a motor fuel pump.

* On January 1, 2009, and quarterly thereafter, $400,000 will be directed
from the general fund into the Kansas Retail Dealers Incentive Fund.
On or after July 1, 2009 the unobligated balance in the fund shall not
exceed $1.5 million. ’

* The retail dealer’s renewable fuels threshold percentage must be 10
percent for any quarter in the calendar year 2009, and increase 1 percent
per year to a total of 25 percent by the end of calendar year 2024. For
any determination period in which the retail dealer attains the threshold
percentage, the incentive rate is 6.5 cents per gallon.

« The retail dealer’s biodiesel threshold percentage must be 2 percent for
any quarter in the calendar year 2009, and increase 2 percent per year to
a total of 25 percent by the end of calendar year 2024. For any
determination period in which the retail dealer attains the threshold
percentage, the incentive rate is 3 cents per gallon.

* The provisions of the Kansas Retail Dealers Incentive Fund shall expire
on January 1, 2026.

* Reference Kansas Statutes 79-34,170-176
Kathleen Smith, (783) 296-3070, kathleen_smith@kdor.state.ks.us

Agriculture Value Added Loan

* Loans for feasibility studies, business plans or equity drives are
typically funded at the 50 percent level.

* Loans for feasibility studies are forgivable if the project does not move
forward. Equity drive loans are typically paid back within 120 days of
successful conclusion of the equity drive.

* Other loans are interest-free for two years and 1 percent over prime for
the balance of the loan.

Mari Tucker, (785) 296-6080, mtucker(@kansascommerce.com

Workforce Training Funds

* The Kansas Industrial Training program is designed to help new and
expanding companies offset the costs of training workers for new jobs.

= Training funds can be used to reimburse negotiated costs for pre-
employment, on-the-job and/or classroom training.

* The average reimbursement level for Kansas Industrial Training is
$300-$500 per position.

Cary Catchpole, (785)296-8097, ccatchpolei@kansascommerce.com
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 Energy Incentives

Incentives (cont.):
Waste Heat Utilization System

Waste heat utilization system means facilities and equipment for the
recovery of waste heat generated in the process of generating electricity
and the use of such heat to generate additional electricity or to produce
fuels from renewable energy resources or technologies.

Waste heat utilization system shall be exempt from all property taxes
levied under the laws of the state of Kansas for 10 taxable years
immediately following the taxable year in which construction or
installation is complete.

Reference Kansas Statute 79-231

In addition to the property tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new facility. Such deduction shall be equal to 55 percent of the
amortizable costs of the facility for the first taxable year, and 5 percent
for the next nine taxable years. The provisions of this section shall
apply to all taxable years commencing after December 31, 2006;
administered by the Secretary of Revenue.

Reference Kansas Statute 79-32,250

Waste heat utilization systems at electric generation facilities shall be
exempt from property taxes for the 10 taxable years following
completion of construction or installation.

Reference Kansas Statute 79-231

Kathleen Smith, (785) 296-3070, kathleen_smithi@kdor state. ks.us

Waste heat utilization systems at electric generation facilities—The
Kansas Development Finance Authority is authorized to issue revenue
bonds in amounts sufficient to finance the construction of such a facility.
Reference Kansas Statute 74-8949d

Rebecca Floyd, (785) 357-4445 Ext. 303, rflovd@kdfa.org

Machinery and Equipment Sales Tax and Property Tax
Exemptions

The sale of machinery and equipment, including repair and replacement
parts and accessories, used in Kansas as an essential part of an integrated
production operation by a manufacturing or processing facility is exempt
from sales tax effective July 1, 2000.

A manufacturer or purchaser must submit the Integrated Production
Machinery and Equipment Exemption Certificate (Form ST-201) to
claim exemption from sales tax.

A property tax exemption exists for all commercial and industrial
machinery and equipment that is acquired or leased, or transported into
the state after June 30, 2006.

For the abatement of property tax on real property, the owner must file a
request for abatement on forms provided by the county appraiser. The
appraiser then recommends the granting or denial of the exemption.
Reference Kansas Statutes 79-223, 79-3606

Ed Serrano, (785) 368-7293, eserrano@kansascommerce.com

-

Carbon Dioxide Capture/Sequestration Tax Deduction

A taxpayer shall be entitled to a deduction from Kansas adjusted gross
income with respect to the amortization of the amortizable costs of
carbon dioxide capture, sequestration or utilization machinery and
equipment based upon a period of 10 years. Such amortization deduction
shall be an amount equal to 55% of the amortizable costs of such
machinery and equipment for the first taxable year in which such
machinery and equipment are in operation and 5% of the amortizable
costs of such machinery and equipment for each of the next nine taxable
years.

 The election of the taxpayer to claim the deduction allowed by
subsection (a) shall be made by filing a statement of such election with
the secretary of revenue in the manner and form and within the time
prescribed by rules and regulations adopted by the secretary.

» The provisions of this section shall apply to all taxable years
commencing after December 31, 2007.

» This fund is administered by the Kansas Department of Revenue.

» Reference Kansas Statute 79-32,256

Kathleen Smith, (783) 296-3070, kathleen_smith@kdor.state. ks.us

Tax Credits:

Alternative-Fuel Fueling Station Tax Credit

» Expenditures for qualified alternative-fuel fueling stations shall be
allowed a credit against the income tax imposed against the owner of
such facility.

* For any qualified alternative-fuel fueling station placed in service on or
after January 1, 2005 and before January 1, 2009, an amount equal to 40
percent of the total amount expended but not to exceed $160,000 for
cach fueling station.

« For any qualified alternative-fuel fueling station placed in service on or
after January 1, 2009, an amount equal to 40 percent of the total amount
expended but not to exceed $100,000 for each fueling station.

* This fund is administered by the Kansas Department of Revenue.

+ Reference Kansas Statute 79-32,201
Kathleen Smith, (783) 296-3070, kathleen_smith(@kdor.state. ks.us




Tax Credits (cont.):

Alternative-Fueled Motor Vehicle Tax Credit

Expenditures for qualified alternative-fieled motor vehicles shall be
allowed a credit against the income tax imposed against the owner of
such vehicle.

For any qualified alternative-fucled motor vehicle placed in service on
or after January 1, 1996 and before January 1, 2005, an amount equal to

50 percent of the incremental cost or conversion cost for each qualified
vehicle expended but not to exceed $50,000 (credits based on vehicle
weight).

For any qualified alternative-fueled motor vehicle placed in service on
or after January 1, 2005, the credit is 40 percent of the incremental cost
or conversion cost for each qualified vehicle expended but not to exceed
$40,000 (credits based on vehicle weight).

The credit for motor vehicles which are capable of operating on a blend
of 85% ethanol and 15% gasoline shall be allowed for taxable years
commencing after December 31, 1999, only if the individual claiming
the credit furnishes evidence of the purchase of 500 gallons of ethanol
and gasoline blend during the period of time beginning with vehicle
purchase and ending on December 31 of the next succeeding calendar
year.

This fund is administered by the Kansas Department of Revenue.
Reference Kansas Statute 79-32,201
Kathleen Smith, (785) 296-3070, kathleen smith(@kdor.state. ks.us

Biomass-to-Energy Plant Tax Credit

An income tax credit for expenditures in new construction or
expansion of the capacity in an existing plant commencing after
December 3, 2005 and before January 1, 2011.

The credit is 10 percent of the taxpayer’s qualified investment on the
first $250 million invested, and 5 percent of the taxpayer’s qualified
investment that exceeds $250 million.

Credit shall be taken in 10 equal annual installments.

Before making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.

In addition to the income tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new facility. Such deduction shall be equal to 55 percent of the
amortizable costs of the facility for the first taxable year, and 5 percent
for the next nine taxable years. The provisions of this section apply to
all taxable years commencing after December 31, 2006; administered
by the Secretary of Revenue.

Reference Kansas Statutes 79-32, 233-237

Biomass-to-Energy plant property shall be exempt from all property
taxes levied for the 10 taxable years immediately following
construction or installation.

Reference Kansas Statute 79-229

Mari Tucker, (785) 296-6080, mtucker(@kansascommerce.com

Biomass-to-Energy Plant Tax Credit (cont.)

= For the purpose of financing the construction of a Biomass-to-Energy
plant, the Kansas Development Finance Authority is authorized to
issue revenue bonds in amounts sufficient to pay the costs of
construction or expansion. '

» Reference Kansas Statute 74-8949h
Rebecca Floyd, (783) 357-4445 Ext. 303, rflovd@kdfa.org

Storage and Blending Equipment Tax Credit

» Storage and blending equipment means any equipment which is used
for storing and blending petroleum-based fuel and biodiesel, ethanol or
other biofuel and is installed at a fuel terminal, refinery or biofuel
production plant. This does not include equipment used only for
denaturing ethyl alcohol.

» Income tax credit equal to 10 percent of the taxpayer’s qualified

investment for the first $10 million invested and an amount equal to 5

percent of the amount that exceeds $10 million. Program is for taxable

years commencing after December 31, 2006 and before January 1,

2012,

Credit shall be taken in 10 equal annual installments.

» Before making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.

+ In addition to the income tax credit, a taxpayer shall be entitled to a

deduction from Kansas adjusted gross income of the amortizable costs

of a new facility. Such deduction shall be equal to 55 percent of the

amortizable costs of the facility for the first taxable year, and

5 percent for the next nine taxable years. The provisions of this

section shall apply to all taxable years commencing after December

31, 2006; administered by the Secretary of Revenue.

Reference Kansas Statutes 79-32,251-255

» Storage and blending equipment shall be exempt from all property
taxes levied for the 10 taxable years immediately following the

installation of such equipment.
» Reference Kansas Statute 79-232
Mari Tucker, (783) 296-6080, mtucker(@kansascommerce.com




Incentives

Renewable Electric Cogeneration Facility Tax Credit

Renewable electric cogeneration facility is a facility owned and
operated by the owner of an industrial, commercial or agricultural
process to generate electricity for use in such process to displace
current or provide for future electricity use.

Income tax credit equal to 10 percent of taxpayer’s qualified
investment for the first $50 million and an amount equal to 5 percent
of the amount that exceeds $50 million. Program is for taxable years
commencing after December 31, 2006 and before January 1, 2012.
Credit shall be taken in 10 equal annual installments.

Before making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.
In addition to the income tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new facility. Such deduction shall be equal to 55 percent of the
amortizable costs of the facility for the first taxable year, and 5 percent
for the next nine taxable years. The provisions of this section shall
apply to all taxable years commencing after December 31, 2006;
administered by the Secretary of Revenue.

Reference Kansas Statutes 79-32,245-249

A renewable electric cogeneration facility shall be exempt from
property taxes for all taxable years commencing after December 31,
1998.

Reference Kansas Statute 79-201, Section 11

Mari Tucker, (785) 296-6080, mtucker(@kansascommerce.com

Renewable electric cogeneration facility—The Kansas Development
Finance Authority is authorized to issue revenue bonds in amounts
sufficient to finance the construction costs of such facility.
Reference Kansas Statute 74-8949c¢

Rebecca Floyd, (783) 357-4445 Ext. 303, rflovd@kdfa.org

Coal Gasification Power Plant Tax Credit

For the placement of a new integrated coal gasification power plant into
service or the expansion of an existing integrated coal gasification power
plant.

Income tax credit equal to 10 percent of the taxpayer’s qualified
investment for the first $250 million invested and an amount equal to 5
percent of the amount that exceeds $250 million. Program is for
taxable years commencing after December 31, 2005 and before

January 1, 2011.

Credit shall be taken in 10 equal annual installments.

Before making a qualified investment, a taxpayer shall apply to the
Kansas Corporation Commission to enter into an agreement for a tax
credit.

Reference Kansas Statutes 79-32,238-241

Integrated coal gasification power plant property shall be exempt from
all property taxes levied for the 12 taxable years immediately

following construction or installation of such property.

Reference Kansas Statute 79-225

Larry Holloway, (783) 271-3222, Lhollowav@kcc.ks.gov

-

Coal Gasification Power Plant Tax Credit (cont)

* Coal gasification power plants—The Kansas Development Finance
Authority is authorized to issue revenue bonds in amounts sufficient to
finance the construction of such a facility.

= Reference Kansas Statute 74-8947 :

Rebecca Floyd, (785) 357-4445 Ext. 303 _rflovd@kdfa. org

Coal or Coke Gasification Nitrogen Fertilizer Plant

+ For the placement into service of a new or the expansion of an existing
integrated coal or coke gasification nitrogen fertilizer plant.

* Income tax credit equal to 10 percent of the taxpayer’s qualified
investment for the first $250 million invested and an amount equal to 3
percent of the amount that exceeds $250 million. Program is for
taxable years commencing after December 31, 2005 and before
January 1, 2011.

* Credit shall be taken in 10 equal annual installments.

* DBefore making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.

* In addition to the income tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new or expanded facility. Such deduction shall be equal to 55
percent of the amortizable costs of the facility for the first taxable year,
and 5 percent for the next nine taxable years. The provisions of this
section shall apply to all taxable years commencing after December
31, 2005; administered by the Secretary of Revenue.

» Reference Kansas Statutes 79-32,228-232

* A coal or coke gasification nitrogen fertilizer plant shall be exempt
from all property taxes levied for the 10 taxable years following the
construction or installation of such property.

* Reference Kansas Statute 79-228
Mari Tucker, (785) 296-6080, mtucker@kansascommerce.com

* Coal or coke gasification nitrogen fertilizer plants—The Kansas
Development Finance Authority is authorized to issue revenue bonds in
amounts sufficient to finance the construction, purchase and installation
of such a system at an electric generation facility.

« Reference Kansas Statute 74-8949a
Rebecca Floyd, (785) 357-4445 Ext. 303, rflovd@kdfa.org
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Energy Incentives

Refinery Tax Credit

For the placement into service of a new or the expansion of a refinery.
Income tax credit equal to 10 percent of the taxpayer’s qualified
investment for the first $250 million invested and an amount equal to 5
percent of the amount that exceeds $250 million. Program is for
taxable years commencing after December 31, 2005 and before
January 1, 2011.

Credit shall be taken in 10 equal annual installments.

Before making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.

In addition to the income tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new or expanded facility. Such deduction shall be equal to 55
percent of the amortizable costs of the facility for the first taxable year,
and 5 percent for the next nine taxable years. The provisions of this
section shall apply to all taxable years commencing after December
31, 2005; administered by the Secretary of Revenue.

Reference Kansas Statutes 79-32,217-222

Mari Tucker, (785) 296-6080, mtucker@kansascommerce.com

Crude Oil or Natural Gas Pipeline Tax Credit

For the placement into service of a new or the expansion of a pipeline.
Income tax credit equal to 10 percent of the taxpayer’s qualified
investment for the first $250 million invested and an amount equal to 5
percent of the amount that exceeds $250 million. Program is for
taxable years commencing after December 31, 2005 and before
January 1, 2011.

Credit shall be taken in 10 equal annual installments.

Before making a qualified investment, a taxpayer shall apply to the
Secretary of Commerce to enter into an agreement for a tax credit.

In addition to the income tax credit, a taxpayer shall be entitled to a
deduction from Kansas adjusted gross income of the amortizable costs
of a new or expanded facility. Such deduction shall be equal to 55
percent of the amortizable costs of the facility for the first taxable year,
and 5 percent for the next nine taxable years. The provisions of this
section shall apply to all taxable years commencing after December
31, 2005; administered by the Secretary of Revenue.

Reference Kansas Statutes 79-32,223-227

Mari Tucker, (783) 296-6080, mtucker(@kansascommerce.com

High Performance Incentive Program (HPIP)

* HPIP provides an investment tax credit to companies that pay above-
average wages and have a strong commitment to skills development
for their workers.

* Employer must invest 2 percent of payroll in training or participate in
one of Commerce’s workforce training programs.

* A capital investment tax credit equal to 10 percent of eligible
investment that exceeds $50,000.

* A project description must be submitted prior to any commitment of
investment.

* Credits can be carried forward 10 years.

* A company can elect to take the High Performance Investment Credits
or the Enterprise Zone Investment Tax Credits, but not both.

Ed Bryan, (785) 296-7174, ebrvan@kansascomimerce.com

February 2009
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“To enhance: the value of agr:culture

products ‘through marketing and new uses, .

_pro wdmg greater returns to Kansas:

ut not one bit s:mpler
. Albert Einstein
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cess to gram shed

* Impact on historical b
mport ey e ;
Kansas' Advantage’ - leestock
cess;to’Rail i il

» Where is the market? = ]
Urut Train S1ze Necessary?

C|ass One? 6 or 7 left?, CSX NS, UP BNSF
, KCS, CP

Access to Lwestock for byproducts
Ablhty to fee G'a big advantage

source Reqmrements

tween -.3 and 4 gallons of water
er: gallon of ethancl produced

nder Kansas Water. Law must b
ocated from ‘existing resource
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Elhanol and Blodiesel Flanl Activity in Kansas
WMarch 2009

Ethanol Planes Blodirsel Plancs

B Eosy 11 ponis, 43 MGY K Ehlin, 1 dart 12 MGY

= Unies Consuvcien, 3 plants, 41 MGY  k  Undor Commuveton;  pants. 77 MOY

B Penmaed. 3 vt 6 MGY % Pamives® 3 ponts, BMGY .
n " 1 plal 110 MGY A Pt Pebry®, 4 plents, D W3Y i,
W ke 2o, 02 MOY e 2plares, 68 MY i

3 plants, 241 MGY.: = ¢
plants; 308 MGY -

1 plant, 110 MGY,

2 plants, 85 MG




A _engoa Bloerergy, Colwlc
b Conestoga/Arkalon, Liberal’

: Conestoga/ﬂonanza,. Garden City
-East KS Agri-Energy, Garnett .*
+E.S.E. Alcohol Inc., Leoti :
"Kansas Ethanol; Lyons

‘Nesika Energy, Scandia ™

Prairie Horizon, Ph||||pstrg
“Reeve Agri-Energy, Garden City:
'U.S. Energy Partners, Russell’

Western Plains Energy,-Oakley ; 16.7‘MBY-._

TOTAL EXISTING CONSUMPTIO

_Biofuels Consumptlon v
: Kansas Productlon

Corn for Graln, 2008
3,630,000 Harvested acres -«
'134 bushels/acre
= 486 MBY Produced
Sorghum for Grain, 2008
2,750,000 Harvested a:res
~ 78 bushels/acre’ 27
e (214 MBY Produced: “:t
““Total for Grain =~700 MBY

round 25% of | Ieca1 prnductzon If at full capacity

%= 5



."‘;_Kansas Alternatwe Energy  Working
(contmued)

Kyle Schnewms, Kansas Department ol Transpnrtat'fi;n 'fKD
-_ = -Overall kransportation lmpact 43 : phi

Steve Wassom, Kansas Securiﬂes Commission '
KS and:out-ofstate securltles registration ¢

Steve zmk, Kansas Department of Labor:
= 'Kansas BDIler Safety Program bokLer |n5pectlona

Kansas State Fire Marshall
Ahuva ground storage laﬂks

Dlane Coe, Kansas’ ‘Water Offrca :
= Dverall water.Impact and

%
'State of the Industry: Challenging
+221 Plants - 14.2 bllllon gallens per year
+171 operating - 10.3 billion gallonz per year
+31 closed - 21billlon
19 Under Conctruction - 1.B billion
| Victim of our own sucenss” -
i +Mare ethanal = more avallabla gacoline
*Unprecedented Market Volatility
| «Banksz Tightening Cred|t
| *PR Challengas
+Food vs. Fuel
sCorn vz, Celluloze

sLow prices and complacency - Maybe we don't need
ethanol




y State

6 States /-
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"_T.ITOtaI'U,_S. Capac . 175 plants, 2.61 BGY ]

wﬂr—bdu 700 MGY
Source: !‘_Jatl.nn?} Bladiesel Board - Sep I




‘projected Operating Marging (Towa State CARD

1.51/gallon
3.23/bushel

AS of 3/6/03, Towa State!CARD .

+Gasoline vs.Ethanol (Iowa State CARD) |

Nearby Gasoline and Ethanol Prices




'-"I'c_ui'h_g Capacity

: :- High com prices, lack! ofﬁnancmg e
- —Bankruptcysetiled by MarchIApnl'? T




g_Kansas Blender Pump program

+Thanks to contributions of the Kansas Corn
Commission

«The Kansas Corn Commission administers the
state's corn chechkoff to benefit corn producers.

retailers and cansumers by expanding the availability
of ethanol across Kansas.
*Kansas blender pump program was launched on
Augqust 18, 2008
ety

‘[Existlnq Blender Pump Stations

Topeka: Conoco
- Coffeyville: Jump Start
= Hutchinson: Hutchinson Coop Cenex
Garden City: U Pump It
| Lawrence: Zarco 66
} - Ottawa: Zarco 66
| Dodge City: Dodge City Coop
{=  Colwich: Td's Convenience Store
Blue Rapids: Home oil

il
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' Pohcy Creates .-Oppo' unlty "

Several issues can emc!uded her rural
development, forest products, land-grant

universities, feeclstock oductlon ‘orefinefy

Expanded Renewab!e Fuel Standard
frastructure, research, and tax credits, et

f Suurcé:__En_vlrunnieniaj_and Energy Study in

he Sorghum"'bpti'bﬁ- 3

Corn and Sorghum_virtuall
Hedge for 'Kansas :
i = Play the markets = use the cheaper optlon
= New potentlai w:th Federal RFS:
- Federal RFS of 36 BGY by 2022

.Considered “Advanced Biofuel wn:h C02
reductlon :

—}/ 11
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| Abengoa Bloenergy Hybrld of KS_f‘

U s. Department of gy Grant Award T
Clean Fuels: Inltlatwe_ o :

- $76 rnl]llon on $300+ mllllon pm}ect y :

Commermal fac:l:ty'to develop a commerma :

ifacllity to-produce ethanol frorn
Vnm:ellulosn: blomass Eraes

110 MGY Eapacity-'wh ' :tofﬁpiete S
14 MGY- cellulosic e

-The E-85. Chlcken and. 99 -
~Availability. of Equity
“=Political Enwronmen'g




~~—Hybrid of Kansas—
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as big as you think™

= Millions of gallons per year of permitted capacity.
cities courtesy of Kansas Department of Health and
vuvironment and the Kansas Department of Revenue.

* Permitted and Permit Pending codes refer to KDHE Bureau of
Air and Radiation — Air Construction permits.

Ethanol Plants
=

Existing: 11 plants, 494.5 MGY
B  Under Construction: 3 plants, 241 MGY
B  Permitted*: 3 plants, 308 MGY
0  Permit Pending*: 1 plant, 110 MGY
Idle: 2 plants, 85 MGY

Biodiesel Plants

*
*
)
®
%

Kansas Department of Agriculture
Administrative Services, GIS
March 9, 2009

Existing: 1 plant, 1.2 MGY
Under Construction: 2 plants, 77 MGY
Permitted*: 2 plants, 56 MGY

!

Permit Pending*: 0 plants, 0 MGY
ldle: 2 plants, 6.8 MGY
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-:'orilératesl i:II'lruugh‘ ts five Bus’fnegs' Units; SIt:lla\i Jioel
‘Technology, and Industrial Engineering and Construction.

With engineering..

we build and operate conventional
and renewable energy power plants.
power transmission systems, and

industrial infrastructures
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