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Confxrmation Hearing

The Committee on Natural R esources met at 1 :30 p.m. on
Fr>day, February 10 , 20 06, in Roo m 15 2 5 of the Sta te
Capitol, Lincoln, Nebraska, for the purpose of conducting a
public hearing on LB 848, LB 1186, and LB 1187. Senat ors
present: Ed Schrock, C hairperson; Elaine S tuhr, V ice
Chairperson; Carol Hudkins, Gail Kopplin, Bob Kremer, LeRoy
Louden, Vickie McDonald; and Adrian Smith. Senators absent:
None.

SENATOR SCHROCK: Good afternoon. For the record, my name
is Ed Schrock. I serve the Legislature a s Chair of the
Legislature's Natural Re sources Committee. I'm from
Holdrege, Nebraska, serving District 38. A few instructions
before we start: If you have a c ell ph one or a pager ,
please silence it. I haven't introduced the committee up
here yet. Senator Louden is not here y e t but he would
normally sit on the far end. He's from Ellsworth. Senator
G ail Kopplin. Here comes Senator Louden through the doo r .
Senator Kopplin i s fr om Gretna. Senator Hudkins is from
Malcolm. Next to me is Jody Gittins. J ody is the committee
counsel. Sen ator Stuhr i s abs ent n o w but she may be
introducing a bill in another committee. Matter of fact, I
recall that's what she said she needed to do. And Senator
Stuhr i s the Vice Chair of the Committee, and she's from
Bradshaw. Senator McDonald is not here yet. She is from
St. Paul, N ebraska. Senator Kr emer's here. He ' s from
Aurora, Nebraska. Senator Smith is here. He's from Gering.
And the committee clerk is at the far end, and t h at's Ba rb
Koehlmoos. If you want to testify on a bill, please get a
sheet in the corner of the room. There should be one in each
corner. Fill it out. Please print. Whe n you come u p to
testify, spell your name for the record. If you don't want
to testify, you can offer written testimony. If you do have
written testimony to pass out, the page will help you. Our
page today is Marcus Papenhausen. He is a sophomore at UNL.
He is major ing in elementary education. He 's fro m
Coleridge. I will be leaving probably before the hearings
are over. I need to get hom e for something that I' ve
planned for some time. We have three bi lls b y Se nator
Connealy today, and we have four confirmation hearings. If
your testimony is long, I wall stop you and ask you to be
more concise. If you' re repeating what somebody else has
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already said, I wall not let that go on to o long either.
Some of u s have been here for 12 years, and we' ve heard it
all. Some of us haven' t. But we' re actually waiting for a
phone call to come in. Our first confirmation hearing will
be Tom Sonntag, and Tom xs from the Pa nhandle. Is that
correct? It's i n the boo k here. Sidney. He will be
confirmed to the Oil and Gas Conservation Commission, and
we' re doing that by tel ephone c onference. We do that
sometimes for people who have to drive long distances. So
we' re wasting for a phone call fr om h im, and w h e n h e
calls...I assume he knows the difference between c entral
time and mo untain time. Is Michael Blair here? Is Robert
Hall here? Is Alden Zuhlke here?

ALDEN ZUHLKE: That will work.

SENATOR SCHROCK: All r ight. So we have thr e e to the
Environmental Quality Council. How many of you are
reappointments? Two are. Okay. And you' re going to co me
back for another round, huh? Glutton for punishment. Okay.
And we' ve got C h uck over here waiting for the phone call.
And I guess if it doesn t...is this it?

CHUCK HUBKA: He s hou l d be t he r e , Sena t o r .

CO FIRMATIO HE ARI G 0
TOM SO TAG TO THE

OIL A D GAS CO SER ATIO C OMM ISSIO

SENATOR SCHROCK: Tom Sonntag, are you there?

TOM SONNTAG: That is me.

S ENATOR SCHROCK: O k ay. I'm Ed Schrock. I'm chairing t h e
Committee.

TOM SONNTAG: G ood afternoon.

SENATOR SCHROCK: And I'm joined by Senator Louden, Senator
Kopplin, Senator Hudkins,. Senator Kremer, and Senator Smith.
We may also be joined later by Senator McDonald and Senator
Stuhr. You ' re here today for your confirmation hearing to

Fzrst of all, introduce yourself and spell your name. And
the Oil and Gas Conservation Commission. We need to know...
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then we ne ed to know if thi s is a new appointment or a
reappointment, and then a little bit about yourself and why
you'd l i ke t o s er ve .

TOM SONNTAG: (Exhibit 1) My name is Tom Sonntag. My last
name is spelled S-o-n-n-t-a-g. I'm an attorney. I live in
Sidney. I' ve been here since July 1, 1975, and I practice

xs located here i n Sidney. It ' s about three blocks from
where my law office is located. I' ve been on the Oil and
Gas Conservation Commission since around 1994 or 1995, I
don't recall p recisely when I sta rted se rving o n the
Commission. So this is a reappointment. I don't bring a
whole lot of knowledge of owl and gas to the Comm ission.
What I con t ribute xs th e ab ility t o run a hearing. I
understand a lit tle b i t about t he Neb raska R u les of
Evidence, and so that's where I make my contribution. I 'm
willing to serve on the Com mission and it 's n ot an
imposition o n me to do that. I can get to the Commission
hearings with ease. Nobody has to pay me mileage or buy me
my meals because it's right up the street basically. And I
guess I'm willing to continue serving i f th a t meets wi th
your a p p r o v a l .

SENATOR SCHROCK: It 's sound s to me like you' re a cheap
d ate , T o m . ( Laughte r )

TOM SONNTAG: Well, always have been. ( Laughte r )

SENATOR SCHROCK: Oka y, now I'm going t o op e n it up to
questions by Committee members. Senator Hudkins?

SENATOR HUDKINS: Mr. Sonntag, how many members are there on
the Oil and Gas Conservation Committee?

TOM SONNTAG: There are three. Ther e's a producer from
Kxmball, and Reed Gilmore, and then there's a gentleman who
is also in the oil and gas industry from McCook, Mr. Gohl.

SENATOR HUDKINS: Okay . And being a flatlander from the
east part of the state where there are no oi l wells, w h at
does the Oil and Gas Conservation Committee do?

TOM SONNTAG: The Oil and Gas Conservation Commission is by
statute created to ensure th a t the mineral re sources,

here. The office of the Oil and Gas Conservation Commission
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particularly oil and gas, are extracted in an efficient way
without waste, and making s ure that everyone that has an
interest in those minerals is treated fairly.

SENATOR HUDKINS: Tha nk y ou .

SENATOR SCHROCK: O ther questions? S enator Smith.

S ENATOR SMITH: Hi , Tom. T h ank you for your willingness t o
continue s erving. I noticed on your business associations
that you' re affiliated with Common Cause ­ Nebraska . Can
you tell us a little bit about your affiliation?

TOM SONNTAG: Oh, I'm a dues-paying member. Once upon a
time I used to attend meetings periodically, but basically I
just send in my dues. I can't recall the last tame I was at
a meeting. I do n't even know wh o is in charge of the
o rganrz a t i o n n o w .

SENATOR SMITH: Th a nk y ou .

SENATOR SCHROCK: Other questions? T o m, if you will stay on
the line, I wil l open this up to proponent testimony from
the audience that is here. Do I see any p erson wh o wou ld
like to speak in a prop onent capacity for Tom Sonntag's
confirmation? Do I see opponent testimony'? I s there any
neutral testimony? Okay, Tom. We' re talking on your nickel
but I guess that's maybe better than a trip to Lincoln. We
a ppreciate you being w ith us today . Unles s y o u ha v e
anything to add , I ' ll declare this confirmation hearing
over .

TOM SONNTAG: Thank you very much, Senator.

SENATOR SCHROCK: Thank you for your willingness to serve.

TOM SONNTAG: You bet. Bye .

SENATOR SCHROCK: That will close the hearing on Tom Sonntag
to the Oil and Gas Conservation Commission.

CO FIRMATIO HE AR I G 0
MICHAEL BAIR TO THE

E IRO ME TAL UA L ITY COU CIL
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SENATOR SCHROCK: M i ke...do you go by Nike?

MICHAEL BAIR : Y e s.

SENATOR SCHROCK: Come forward please. You' re in the hot
seat but there's no buzzer there. Just...

M ICHAEL B A I R : (Exhibit 2) My name is Michael Bair,
M-i-c-h-a-e-1 B-a-i-r, 305 18th Street, Aurora, Nebraska.

SENATOR SCHROCK: Di d I s a y Bl ai r ? I f I d i d , I ' m s or r y .

MICHAEL BAI R :
f requen t l y .

SENATOR SCHROCK: Just tell us so mething a b out you rself.
And you' re a reappointment?

MICHAEL BAIR: R eappointment.

SENATOR SCHROCK: What seg ment do you represent on the
Qual i t y Cou n ci l ?

M ICHAEL BAIR: I 'm city administrator of Aurora, h ave bee n
since 1989. I serve to represent the public at large on the
Environmental Control Council.

S ENATOR SCHROCK: A n d h o w l o n g h a v e y o u ser v e d ?

MICHAEL BAIR: This is...I completed, I believe, four years.

SENATOR SCHROCK: And you have enjoyed serving and you want
to continue to serve?

MICHAEL BAIR: I find it very educational. As th e speaker
before me , I' m willing to continue in the posit>on. I' ve
had the opportunity to serve with some very fine people, and
I think m aybe t h at's th e mo s t re warding p art of the
experience are those pe ople t hat y ou meet and work with
d ur in g t h e p r oc e s s .

SENATOR SCHROCK: Okay , are there questions? We ' ve been
>oined by Senator Stuhr, Vzce Chair of the Committee. Are
there questions for Nike?

That ' s q ui t e all right. I hear that
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SENATOR KREMER: Yea h , Mike. I know Mike pretty well, and
he does a great j ob in Aurora, but thank yo u comi ng an d
willing to serve. Do you find the Commission very concerned
about our env ironment a nd willing t o work together to
improve and to also just nothing's going to b e wor se ? I
know we' ve always had some questions that some people on the
Council are the polluters, which I never have felt that way.
Just give me your opinion what you think of the Council as a
whole and then your attitudes.

MICHAEL BAI R > I t h i n k my ob s e r v a t i on i s t ha t t h er e i s
genuine concern for the environment from those that serve on
that committee. I think there is probably a need to have
some of those different sectors represented because some of
t he information is very technical. And for persons w h o
d on' t wor k wi t h the different type of che micals, for
example, it's very difficult to understand what the proposed
regulation is really implementing. And I think, within the
broad picture, everyone does have a genuine concern that the
environment not be damaged.

SENATOR KREMER: Th a n k y ou .

MICHAEL BAIR: Um-hum.

SENATOR SCHROCK; O ther questions? S enator Smith?

SENATOR SMITH: Thank you for your willingness to serve. Do
you know of any areas relating to our natural resources or
the environment in ge neral wh ere we should be more
restrictive than the EPA?

MICHAEL BAIR: You know, there's maybe...my response won' t
d irectly impact your question, but an area of concern to m e
is the re gulation o f tir es . You know , it is such an
overwhelming massive issue that we still don't seem to have
an adequate solution to. You know, there's many other areas
that the En vironmental Control Council l ooks at, as you
k now, but that's one that just I don't see over time that
progress is really be i ng made at a pace, at least, that I
would like to see.

SENATOR SMITH: O k ay. Th ank you.
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SENATOR SCHROCK: S enator Hudkins?

SENATOR HUDKINS: Mr . Ba ir, g o ing back to tires, you' re
aware, then, of the trial burn th a t th e y had using
tire-derived fuel at Louisville at the cement plant. Do you
think that's the way to go?

MICHAEL BAIR: I think perhaps it's one of the ways to go.
I ' m sure it's not the only one. The issues there are really
w hat's going on in the ambient air. I think it becomes a
technical issue. I 'm in favor of finding ways to reuse
these tares. Is that the best way? I think that's probably
something that's going to have to be determined through a ir
quality monitoring, perhaps longer term than just a single
burn. But is it a step toward the solution? Potentially.

SENATOR HUDKINS: Th a nk y ou .

SENATOR SCHROCK: Any other questions? Mike, I see you grew
up in Russell, Kansas. You know Bob Dole?

M ICHAEL BAIR: Yes, sir. My in-laws are godparents t o his
d aught e r .

SENATOR SCHROCK: I ' ll be switched.

MICHAEL BAIR : I kn ow h i m ve r y wel l .

SENATOR SCHROCK: Okay . Well, that' s
questions? Thank you for b eing wi th
appreciate your wi llingness to serve.
K remer, you sh ouldn't get t oo muc h
committee. ( Laughte r )

MICHAEL BAIR: I ' ll look twice.

interesting. Other
u s, Mi ke , an d we

And o u t s i de of Bob
trouble on this

CO FIRMATIO HE A R I G 0
ROBERT HALL TO THE

E IRO ME TAL UAL ITY COU CIL

SENATOR SCHROCK: A n d we' ve got Robert Hall.

R OBERT H A L L : (Exhibit 3) Hello. I 'm Robert Hall, H-a-l-l.
This rs a reappointment. I was appointed...you' re taxing my
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memory, but about a year ago, I believe, is when I was down
here for a conf irmation hearing and to ok a seat on the
Council. And I represent labor. And my cu rrent position
which I' ve held, this is my tenth year, is I'm a business
manager for the Heat and Frost Insulators and the Asbestos
Workers Local 39, which is a trade organization representing
workers across the state of Nebraska.

SENATOR SCHROCK: Okay. T hen you were here last year.

ROBERT HALL: I tell everybody I' ve got a good memory...it' s
just short. But it seems like it was just about a year ago,
18 months at the out side. I apol ogize for not checking
b efor e I c am e d o w n .

S ENATOR SCHROCK: No , that's fine. Are there questions f o r
Robert? Senator Smith?

SENATOR SN ITH : Yes, d o you have an opinion on size-based
regulations on livestock waste versus the risk-based?

ROBERT HALL: No , I don't have an opinion of intelligence to
answer that question. L ike I said, it's been about a y ear .
We' ve address t hat issue and I have done a little study on
it. The concern that I have personally with livestock, what
I paid attention to, is the concentration of the livestock,
the number o f it, and the proximity of water. And that' s
been a concern of mine. I remember in some hearings when we
discussed this. I was glad to hear that there are firms out
there. I believe they' re independent even from th e state,
along with t he state , that mon itor we ll heads within a
certain proximity of these feed lots. And I grew up on a
farm. Short sto ry, wh y I'm concerned about what you' re
talking about and I can't give you an intelligent answer as
to the number of cattle that should be permitted, but when
we had a young child, my boy who's 24 now, hi s lips we re
turning b lue . And I told the wife it was her imagination.
But it ended up what it was is it was a h igh co ncentration
of nitrates in the water. And I sent a sample down to the
state, thanks to the persistence of my wife, and th e state
couldn't believe the amount of nitrates in the well. So I
sent another sample, and it ended up it was being po lluted
from chemicals from ne ighboring farms and from a feedlot
that was close to the home at one time. S o I had to p ut a
new well i n, and I I.ad to go...I believe it was 220 feet
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before I had clean water. We had to go thr ough s everal
layers of clay. So when we discussed that, approximately
o ne of the first issues we discussed, I was interested in
that. So I am concerned and I try to follow it, yes.

SENATOR SMITH: Do you see state policy needing to be more
restrictive than the EPA relating to those issues?

R OBERT HALL: I think what I remember from the hearings w e
had and the people that testified and the information I have
retained, I think t he sta te's d oing an excellent job in
monitoring it. I hope there's no cuts in any of that agency
to where we can continue to monitor it because one of my
concerns, of course, is air. I' ve dealt with asbestos my
whole working career, and even prior my uncles and some o f
the aunts w ere affected by working with asbestos over the
years. B ut I have a real concern for the air and water in
the state, and I t h ink that's something that sometimes we
overlook. So I just, I'm confident from what I' ve learned
so far si tting o n the council, I m very confident of the
state and the rcle tney're taking in this. And I just h ope
the funds are there that they can continue to monitor this
because I think those are our two most precious resources is
a i r a n d w a ter .

SENATOR SMITH: Okay. D o you believe that it's possible for
high water quality and livestock facilities to exist close
together in a peaceful fashion?

ROBERT HALL: I b e lieve, again, I don't know where you draw
the line in the sand...and I' ll put it i n lay man's te rms,
where you get too many cattle in a square acre. I think it
should be a concern because I know it affects the wat.er from
personal experience. So if we ' re monitoring the wel ls
around that feedlot, I thi n k tha t's o ne of the most
important things we can do. And my understanding of the
current laws an d the cur rent regulations in the state in
regards to livestock production, that's being done and i t' s
being done properly and being recorded. And I think there' s
a lot of inf ormation getting gathered so that we can make
some intelligent decisions five, six, seven, ten years down
the road if we do see a problem. So I do think we' re going
i n the right direction. If there's e n ough e v idence t o
really come u p with a solution yet, I'm not sure. But I'm
very comfortable in the mee tings I' ve att ended, the
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information that's been given back to us.

SENATOR SMITH: Th a n k y ou .

SENATOR SCHROCK: O ther questions? S enator Stuhr?

SENATOR STUHR: Yes . Thank you for your willingness to
serve. And I see you' re involved as an asbestos...what was
it, instructor? Is that right? I n structor.

I ' m a state of Nebraska accreditedROBERT HA LL : Yes .
asbestos instructor.

SENATOR STUHR: D o w e st ill find lots o f in st ances o f
a sbes t o s ?

ROBERT HALL : Yeah . I t ' s ev er yw h e re .

SENATOR STUHR : It is . I thou ght maybe we had started to
address that problem.

ROBERT HALL: No . There was a whole...I remember when I
started in the industry. I believe it was the early 1980's,
later 1970's, I wo uld crawled around every dome in this
b uilding removing asbestos pipe insulation and replacing it
with a fiberglass type insulation. And the laws weren't in
place yet. The regulations weren't in place but there was
enough knowledge to know that it was bad, and it was coming.
S o we did it the best way we knew how. We suited up. W e
contained it in pla stic b a gs . We laid p lastic d own.
Technology has come a long ways and that but, to answer your
question, in 19 8 6 th ey came up with the ASHARA law, which
was the Asbestos Hazards Response Act to Schools. It went
into effect in Congress in the United States for ten years.
And they thought, well, we' re going to do this for ten years
and we' ll have gotten rid of all o f the asb estos i n our
schools throughout the country. And in 1996, they reissued
i t for another ten years. And I think xn 1996, x n tha t
ten-year period, they removed 10 percent of the asbestos out
of the sc hools. Not all your public facilities, but just
the schools. I haven't heard anything recently, but just in
talking w th you, t h e light bulb went off. It's 2006, so
that AHARA, the reauthorization, should be up this year a nd
there will probably b e some information coming out on xt,
which I hadn't given any thought till you just brought t h at
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up. But I guess to answer your question, long-winded as I
am, in that ten-year period there was 10 percent taken out.
And I haven't seen the results of the last ten years.

SENATOR STUHR: Okay. All right. Thank you.

R OBERT HALL : Um- hu m .

SENATOR SCHROCK: O ther questions? S enator Hudkins?

SENATOR HUDKINS: W e ll, 10 percent, is that because t h ere' s
just so much of it or that there's a lack of people that are
trained to do it.

ROBERT HALL: No , it 's a la ck of funds and the quantity
that's out there . But the good th ing is is the y' re
addressing schools. Like so many of your pollutants we' ve
been discussing here and so many pollutants and chemicals
that the co mmittee looks a t, children are more at risk
because of the cells splitting and growing. So you can
expose a child to something and as his cells grow and split,
that disease will become so much stronger, and his body will
take over. As to where a grown-up, his cells are already
developed. So it 's good that they' re getting it out of
s chools . I t ' s ve r y good .

SENATOR HUDKINS: Th a nk y ou .

SENATOR SCHROCK: Othe r questions? Robert, thank you for
your willingness to serve...

ROBERT HALL : Th ank y ou .

SENATOR SCHROCK: ...and fo r being wi t h us. That will
conclude your o p ening p resentation. Is t here people who
would come forward as a pro ponent t estifier? Is there
people with opponent testimony? Is there neutral testimony?
If not, t hat wil l cl ose th e hearing o n Rob ert Hall' s
confirmation to the Environmental Quality Council.

CO FIRMATIO HE AR I G 0
ALDE Z U HLKE TO THE

E IRO ME TAL UAL I TY COU CIL
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SENATOR SCHROCK: We will go with Alden Zuhlke. Now if I
said that wrong, correct me Alden.

ALDEN Z U HLKE: ( Exhi b i t 4 ) My n ame i s A l d e n , A- l - d - e- n ,
Zuhlke, Z-u-h-1-k-e. Glad to be here.

SENATOR SCHROCK: Tell us a little about yourself and why
you would like to serve, Alden.

ALDEN ZUHLKE: I farm up in northeast Nebraska. B runswick's
my address. Senator McDonald is my representative.

SENATOR SCHROCK: S he ' s n ev e r he r e . ( laught e r )

ALDEN ZUHLKE: I ' ll talk to her about that.

SENATOR SCHROCK: Okay . My committee's getting after me.
She i s u su al l y he r e .

ALDEN ZUHLKE: I 'm married and I have t h ree boys , a nd we
also have an exchange student from Germany at this time. So
we have tw o bo ys in high school and one's through college
and is presently farming with me. We run row crop and
mainly hogs in our ope rations. I just giv e you some
b iog r a ph y t h e r e , t oo , s o . . .

SENATOR SCHROCK: All right. T h ank you, Alden. Are ther e
questions? Senator Smith.

SENATOR SM ITH : What kind of insi ght do you have on a
size-based versus r isk-based l ivestock operations and
r egu l a t i on s ?

ALDEN ZUHLKE: That ' s a p retty wide open question there.
Size...you know, the thing has changed here in the last...I
mean it's always changing but with the higher oil prices and
the fertilizer going up in price, it's kind of interesting
that the manure's become more and more of an asset. Being
in the h o g bus iness, I' ve always looked at it that way.
Specific in size in my operation, I pumped effluent from a
lagoon to fertilize the crops . So if I d idn't have a
certain volume of that, I couldn't utilize it to the extent
I do . And for me i t 's been a tremendous asset. So you
know, if I had specifics, I would need to know the lo cation
and what you' re talking about, I guess, before I could
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a nswer t o o m uc h m o r e .

SENATOR SMITH: O kay . Thank you.

SENATOR SCHROCK: O ther questions for Alden? S enator Stuhr.

SENATOR STUHR: Yes , s o y ou ' r e a n ew app o i nt ee ?

ALDEN ZUHLKE: Yes .

SENATOR STUHR: Is that correct?

ALDEN ZUHLKE: Yes .

SENATOR STUHR: What do you see as one of your challenges as
a member of the Environmental Quality Council?

ALDEN ZUHLKE : I heard some questions before, somebody
m ent>oned about how do we compare with EPA, and the re's a
situation, I believe, ri ght now tha t they' re workinq on
where Nebraska actually has stronger regulations than what
the national regulation is. So that continues to be a real
challenge. You know, you' ve heard this before, but we don' t
w ant to regulate our people out of business. And you know ,
the rural xs dec lining in population. And every time you
challenge somebody with either a feedlot or a hog operation
and you tell them they have to do this to comply, and they
look at the value of that and they just say, well, you know,
maybe I' ll find something else to do. So I see t hat as a
real challenge to balance that out.

SENATOR STUHR: Okay . Th an k you . Th ank you f o r you r
willingness to serve.

SENATOR SCHROCK: O ther questions? S enator Kremer.

SENATOR KREMER: Who are you representing on the side.

ALDEN ZUHLKE: I would be the livestock section.

S ENATOR KREMER: L ivestock section? O k ay. Well, thanks. I
know you' ve been involved in a lot of oth e r activities,
especially as far as agriculture is concerned, so we' re very
glad to have you be will ng to serve on this commission.
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ALDEN ZUHLKE: Thanks . We were an Japan together with the
Governor, so when you talk about size-based and you go to a
country like that, it's a whole different world.

SENATOR KREMER: W e had some good pork...

ALDEN ZUHLKE: Ye a h , we d i d .

SENATOR KREMER: . . . some good U . S . po r k i n T ok y o , t oo .

ALDEN ZUHLKE: Yu p .

SENATOR KREMER: Probably came from your farm, I suppose.

SENATOR SCHROCK: Okay, we ' ve been jo ined by Sen ator
McDonald. We have one of your constituents on the hot seat.

SENATOR M cDONALD: I see that. I see that. I made it just
i n t i m e.

SENATOR SCHROCK: O ther questions? If no t, thank yo u for
being with it. Let 's see. Do we have proponent testimony

Association favoring y our co nfirmation and it's signed by
Rod John s on , Al den . (Exhibit 5) So do w e ha v e proponent
testimony outside o f Por k Producers. Is t here opponent
testimony? Is there neutral testimony? If not, that will
close the hearing on Alden Zuhlke. M ike, I see Robert left
t he room but I would say on behalf of the Com mittee, w e
continue to be impressed by the quality of the candidates
who serve on the Environmental Quality Council, and we do
appreciate that. If you'd pass that on to Robert, Mike, I'd
appreciate that.

MICHAEL BLAIR: Sure wall. T hank you very much.

SENATOR SCHROCK: Thank you for being with us.

for Alden? I have a letter here from t he Po r k Producers

LB 848

SENATOR SCHROCK: We will now open the hearing on LB 848.

SENATOR CONNEALY: Tha n k you, Senator Schrock and members.
I'm Matt Connealy. I have the honor to represent the people
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of the 16th Legislative District. I 'm here to ope n on
LB 848. L B 848 would require that every gallon of gasoline
sold in the state of Nebraska have a renewable content.
We' ve been down this road before, but I think that it is
actually new territory because of what's happened between
the time we ta lked about it before and today. We would
exempt historical vehicles, vehicles that are eligible to be
licensed as historical vehicles. We would exempt off-road
vehicles, motorcycles, boats, snow mobiles, small engines,
and the exempt gasoline would be a premium grade containing
91 or m ore o ctane, and no more than one storage tank on a
premise for a retail gasoline station shall be u sed for
storage of the exempted gasoline. Fu el sold for aircraft
would also be exempt. The Division of Weights and Measures
of the the Department of Agriculture shall enforce this
section. A bill of lading may be used to show compliance.
You know, why is it different now7 Minnesota has had this
law in e ffect since 2000 and had tr emendous success.
Montana has initiated the s ame l aw, and Hawaii also.
Montana's actually is contingent on them building an ethanol
production facility in the state but they' re on the road to
do that. We are a different economy than we were when we
talked about this before. President Bush last week t alked
about how we have to move away from our dependency on oil,
and in particular he talked about ethanol. He talked about
cellulose-based ethanol but also our part of this needs to
be increasing not only the cellulose base as it comes on,
but also the c onsumption here in Nebraska of ethanol. It
benefits us all. It's great for the environment. As you
know, it's clean burning and it's great for our economy. We
see almost on a monthly basis the announcement of expansions
here in Nebraska of facilities. This week the one that was
m entioned wa . the ADM facility in C olumbus is go ing t o
expand its ethanol capacity. It is very important for us as
a state to s upport that and t o support the use of this
produce to as much extent as we can here in Nebraska. It
not only helps with transportation, it makes the system work
better. Auto ma kers have since 1978 declared that every
vehicle is able to use it. They' ve actually moved from that
p oint to recommending the use of it in every vehicle. Ma ny
parts of our country have ethanol in ev ery gallon of
gasoline at least some part of the year. The west coast and
Phoenix, for example, have many not 10 percent. They' re
down to 7 .5 percent or e ven 5 percent at some points but
it's in almost every gallon of gasoline and with very little
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problems. We need to expand the consumption of ethanol here
where we ma k e it bec ause it's better for the country and
it's better for our state. Thank you.

SENATOR SCHROCK: Thank you , Matt, Sen ator Connealy.
S enato r Kr e m e r ?

SENATOR KREMER : Thank you, Matt...or Senator Connealy, I
guess we' re officially here, so. ..Minnesota has passed a law
that requires 20 percent, I think. When is that due to take
e ffect? And do they have to get some fe deral p ermits i n
order to do that bef e that takes place?

SENATOR KREMER : It is my u nderstanding that it's in the
future and it's contingent upon a waiver. The 10 pe rcent
blended fuel h a s be e n ruled to be s imilar to gasoline.
Twenty percent hasn't been ruled to be similar to gasoline,
so it would have to go through tests or get a waiver on the
rules to allow that to happen. And it's not happened yet.

SENATOR KREMER: So the 20 percent would be contingent on
that happening than at that time, so...

SENATOR CONNEALY: Um -hum, yes.

SENATOR KREMER: Do you know where we are in our consumption
of the E-10 right now, percentagewise?

SENATOR CONNEALY: We' re...we' re very high.

SENATOR KREMER: We' re gaining a lot aren't we?

SENATOR CONNEALY: The consumption has gone up dramatically
since we had talked about this in the past. I may ha v e a
testifier behind me to get the exact number but we are quite
high. And you say, well, why do that then? Why do this?
And I think this is actually the best time to do it . It
doesn't affect th e system m u ch. We ' ve seen a dramatic
increase almost everywhere in the state from the time fo ur
or five years ago when we talked about this. Maybe it was a
little lo nger than that. I think this is the time to move
on to that next step. We are becoming more and m ore of a
mature industry. I think we' re going to be moving away from
incentives eventually on a nati onal l evel and more into
requirements, both on the federal level...and I think t h is
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f i t s right in with t hat by states bringing that federal
requirement down to home faster.

SENATOR KREMER: Th a n k y ou .

SENATOR SCHROCK: S enator Hudkins?

SENATOR HUDKINS: Senator Connealy, the vehicles that have
b een produced zn the last five years, cars and trucks, a re
they all able to use 10 percent alcohol?

SENATOR CONNEALY: Yes, and even more than that, they' re
recommended to use it.

SENATOR HUDKINS: How about in the last ten years, vehicles?

SENATOR CONNEALY: Well , yes, they can. There is some
concerns and that was what a lot of the discussion was a few
years back w hen we tal ked a b out it that if you' ve had a
gasoline-powered car that you' ve not used ethanol in, you
may have lacquer and problems in your gas tank that will be
cleaned to some extent by a cleaner fuel. It didn 't po se
very many pr oblems in Minnesota. The y' re changing a few
filters and things like that. I' ve got a 1975 Buick that I
have used ethanol in since it was new. They' re not a whole
lot more older cars than that but we do have h is torical
exemptions and older car exemptions in this.

SENATOR HUDKINS: What I'm getting at is people who say,
well, my mechanic told me not to use ethanol.

SENATOR CONNEALY: We' ve had that ever since the be girrang
of this industry where mechanics have, for whatever reason,
taken that approach. It's not a problem. If you ta lk to

Nebraska, that opinion is not promoted. Oftentimes when you
can' t f i g ur e s omething else out, there's a problem with it .
If you have a problem with your read vapor pressure of your
gasoline, which you can have, it does n ot mix cor rectly,
then there can be a vapor lock problem with some cars but we
need to keep the vapor pressure right for everything anyway.

SENATOR HUDKINS: Ok ay . Th an k y ou .

SENATOR SCHROCK: S e nator McDonald.

the trade s chools and the mechanic schools in the state of
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SENATOR McDONALD: Looking at some of the gas stations in
our rural communities, how many underground storage tanks
would th ey have to have to accommodate what y ou' re
m andat i n g ?

SENATOR CONNEALY: Well, less than what they have now. This
would require a ren ewable c ontent i n every gallon of
gasoline. So if they wanted to use the same tanks that they
have now, that would work. So there's no requirement to add
anothe r t an k .

SENATOR McDONALD: So so to speak, they' ve have the one that
has ethanol in it, and then the one that doesn't have
ethanol in it, and then one probably for d iesel c oncerning
those that run for diesel...so they'd have to have at least
three underground storage pumps because everything has to be
stored underground. Is that correct? They can't d o abo ve
ground?

SENATOR CONNEALY: The only problem would be if there was a
retailer that only had one grade of ga soline now, a nd if
they would w ant to have an exempt one. What has been very
little disruption 'n Minnesota, very little of adding tanks
or things like that because of the fact that some people go
away from having a mid-grade g asoline and ju s t hav e a
premium gasoline and an ethanol blend.

SENATOR McDONALD: Do we kn ow how many stations in, say,
Nebraska that would only have two pumps?

SENATOR CONNEALY: No , but I can find t hat out . We had
those discussions a few years back.

SENATOR SCHROCK: S enator Smith.

SENATOR SMITH: The list of exemptions being historical
vehicles and eligible hist orical vehicles, off-road
vehicles, motorcycles, boats, snowmobiles, small engines,
a nd aircraft, would it be difficult for those consumers t o
find fuel sufficient for their engines?

SENATOR CONNEALY: I can 't speak to every community, but I
would not think it would be. T h ere are multiple t anks now
around for other grades and things like that. And we didn' t
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see those k ind of pro blems w hen xt was ins tituted in
Minnesota. There 's always a little bit of change in what
people do but xf there's a demand for a grade o f gas oline,
then the retailers usually supply it.

SENATOR SMITH: And are you conf>dent that we could maintain
a competxtxve marketplace with thxs ball xn place?

SENATOR C O NNEALY: I a m . You k n ow, we are going to double
c apacity xn the Un>ted States through the energy b i ll th at
was signed las t year, and we' re on our way to do that and
maybe more. And Nebraska shows every and>cation that we' re
going to be more than our share of that, as I think that we
should be. So we' re going to have a tremendous amount of
supply here . In Nebr aska, we' re going to most of it ship
out. We' re five percent of the p o pulation xn the Unit ed
States, and we are going to hopefully be a major player in
ethanol production for the c ountry. So we ' re go ing to
continue to do that. But the more we can use here not only
keeps out air and environment cleaner, zt al s o helps the
economics of the industry that's here.

SENATOR SCHROCK: Other qu talons, Senator Louden?

SENATOR LOUDEN : Yeah , Senator Co nnealy. Thanks for
brxngxng this bill forward. This is something that ne eded
to be dis cussed, I thank. Is the re enough capacity to
produce enough gasoline to be able to have 10 percent of all
t he g a s o l i n e i n Nebr a s k a ? I mean , wi l l we r u n ou t o f
capacity to produce that?

SENATOR CONNEALY: No , we won't run out of capacity at all.
We have more than enough capacity at this point, and we ' re
going to increase c apacity of ethanol production, so that
wouldn't be a problem. I think what it w ill do is it ' ll
make so that there's be more consumption here and you won' t
need t o exp o r t as mu c h a s w e a r e now .

SENATOR LOUDEN: N ow, when they do this nowadays, w hat do
they use, natural gas to cook the hooch?

SENATOR CONNEALY: Th e ma >ority of the heat for ethanol
production at this point zs natural gas. We ' re seeing, at
least in some instances, where they' re going to change that
pattern. The new product>on facility in Blair is proposed
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to have an ene rgy site on place also that would have coal
and biomass burning for the whole bio refinery campus there
at Blair, i f yo u' ve ever been by that. And so that and
other facilities are starting to talk about other ways to do
it. And I think probably biomass is going t o be more and
more used as we get this more and more of a mature industry.

SENATOR LOUDEN: What I'm wondering is, if we increase our
capacity then, are we in direct competition with the natural
gas market, or are the ethanol plants in direct competition
with farmers for drying crops or corn or running your house
or anything like that? And everybody else that uses n a ture
gas, are we increasing our use for natural gas?

SENATOR CONNEALY: Yes, I understand your question, and I
think we are actually moving away from that eventually. But
industrial processes, oil refineries use petrol chemicals to
operate on also. So this is part of the whole process. I
think as we get these plants and bio refineries more mature,
we' re g o i n g t o h av e a broader ar r ay o f en er g y so u rc e s a n d w e
s ee t h a t n ow .

SENATOR LOUDEN: A nother question. S enator Stuhr.

SENATOR STUHR: Just one quick one. You said Minnesota had
this since 2000. What did they see as far a s their us age
and did it increase really...?

SENATOR CONNEALY: Y e ah, they went from a level at that time
that was be low 5 0 percent to nearly 100 percent, and it' s
been very beneficial for them. And bec ause of inc reased
production and consumption, they thought they ought to move
to the next level and asked for a 20 p ercent. But they
haven't gotten there yet because of both of the things that
we talked to Senator Kremer about.

SENATOR STUHR: R ight. Ok ay . Thank you.

SENATOR SCHROCK: O ther questions? Thank you, Matt. Been
d own t h i s r oad be f or e?

SENATOR CONNEALY: We hav e .

SENATOR SCHROCK: We w ill afford you the opportunity to
close if you want to.
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SENATOR CONNEALY: W e ll, I'm here all afternoon, so.
.

SENATOR SCHROCK: Are you? I'm not, but that's all right.
First proponent, please.

STEVE SORUM: G ood afternoon, Mr. Chairman and members. My
name is Steve Sorum, S-o-r-u-m, here today on behalf of the
Nebraska Ethanol Board. Senator Connealy spoke eloquently
about the re asons fo r th i s bi ll and the reasons that we
support it. I would like to add just a couple of points to
what the senator said. Nebraskans this year will use about
900 million gallons of gasoline...between 850 million a nd
900 million each year. About 63 percent of those gallons,
or roughly 560 million o r 570 mil lion will contain
10 percent ethanol. We remain one of the highest consuming
states in terms of per capita consumption and al s o market
penetration. This yea r we will produce about 600 million
gallons of ethanol in Nebraska based on that 10 percent
formula that is E-10. About 57 million of those 600 million
gallons will remain here in the state. At today's prices,
that's roughly $114 million of fuel costs that will remain
in Nebraska, w ill go to the pockets of Nebraska producers
and owners of these plants, as opposed to being shipped out
of the state for gasoline. That in itself, I think, is a
r eason to seriously consider this bill. Yeste rday, a s
Senator Connealy said, ADM announced a 275 million gallon
plant up at Columbus. .Tust put that in per spective, that
complex up there, their existing plant plus their addition,
based on tod ay's c apacity, that pla nt will produ ce
10 percent o f the U .S. total of ethanol. And the addition
that they' re talking a b out up the r e will use about
100 million bushels of Nebraska corn or roughly 8 percent of
our average corn crop over the last two or three years. If
we went to the 100 percent use of ethanol in this state, we
would to using ro ughly, i n round nu mbers, 100 million
gallons of ethanol. That, again based on today's prices, is
$200 million dollars that remains in the st ate instead of
be~ng shipped out for oil. E-85 is another issue. As more
of those vehicles come on line and more and more ethanol is
used, those sav ings continue to increase. It's a little
known fact, and one that I never thought we'd reach, but we
use, as I say, about 900 million gallons of gasoline. With
our current production o f 600 million g allons, ADM has
announced 275 million gallons, and fo u r p lants u nder
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construction, another 15 in various stages of dev elopment,
it's not in conceivable that we will be producing roughly a
billion and a half gallons of ethanol over the next three or
four years. This in a state that uses less than a bill ion
gallons. So we wi ll be in the enviable position of being
energy exporters. That is, we will be producing a lot more
liquid energy than we have a market for in this state. And
because we are a rela tively small s t ate in terms of
population and fu el usage, we are probably always destined
to be energy exporters. But I would submit that many states
would love to be in that position. So to clos e, we do
support the bill. We think there are very good reasons for
it. It loo ks to m e I ike Iowa will pass this bill in the
next couple of weeks. Their house has passed the bill. The
senate appears to be inclined to pass it. And the go vernor
has s ai d h e wi l l s i gn i t . So I t h i nk i n t he c o r n - p r odu c i n g
states, it is a concept whose time has come and many others
will adopt it. Thank you, Senator.

SENATOR SCH ROCK: Thank y ou , St ev e . Questions for
M r. S o r u m ? Sen at o r L oud e n .

SENATOR LOUDEN: Y e ah, Steve. W e ll, thanks for coming east,
and you' re one of the local boys that made good. So give my
r egard s t o y ou r f o l k s .

STEVE SORUM: I s t ill have a job, Senator.

SENATOR LOUDEN: Are you familiar, there's a ta x break on
ethanol producers. Is there a federal tax break on that?

STEVE SORUM: On the ethanol produced?

SENATOR LOUDEN : Well, on the gaso line or the E-10 or
whatever you call it?

STEVE SORUM: When it's sold, an E-10 blend is exempted from
5.1 cents of the 19 cent federal ex cise tax on gasoline.
And that, frankly, is what has allowed ethanol blends to be
competitive with ga oline over the years.

SENATOR LOUDEN: They should be five cents a gallon cheaper
all the time then?

STEVE SORUM: Well, theoretically, as one looks at gas and
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ethanol prices over the years, ethanol prices nave tended to
be on average 51 cents higher than gasoline because of that
incentive, which equates t o...because o f the 10 percent
again, it equates to five cents a gallon. The idea of the
incentive was to allow ethanol to compete with gasoline, and
so on average, it's been about...the prices of ethanol tend
to be about 50 cents higher than gasoline. Now in order to
m arket that product, and in order to entice individual g a s
stations to se l l it , et hanol producers will often try to
bring that price down so there's a pe nny or two pennies
extra in it for the gas station, which is the incentive for
them to sell it. So if one knows the gasoline price, it' s
pretty easy to predict the ethanol price as a result of that
excise tax exemption.

SENATOR LOUDEN: I gues s my question is, if we pass a law
they got to be ethanol i n all the gas oline, w ill th at
actually raise the price of all gasoline in Nebraska? Will
we be, because of that, at a disadvantage?

STEVE SORUM: I
we w o u l d l o ok
h ear i ng , a ve r y
o i l com p an y r
g oing t o go up
s tat e wou l d b e
t han t h e sh e i k s
that way at all
constant with
f i v e - y ea r pe r i
happened.

SENATOR LOUDEN: I see . One other question. Are you
familiar with what the ethanol plants pay for their corn?

S TEVE SORUM: I am .

S ENATOR LOUDEN: Do t h ey...are they paying more f or corn
than what a far mer c an get at the elevator? I guess my
question is, are they a price leader or a price follower
with their corn?

STEVE SORUM: T hey tend to be price leaders. E thanol plants
are a little unique in that they need corn every day. Most
plants will have storage for corn for between one a nd two

d on't believe it will. And again, I gues s
to Minnesota's experience. I testified at a
similar hearing up there and I remember the

epreser.tative saying that the gas prices were
five cents and six cents a gallon, that the
captive to the sheiks of the cornbelt rather
of the Middle East. In fact, it hasn't been

Minnesota's gasoline prices remain very
their neighboring states, s o ov e r the

od they' ve had t his law , that has not
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weeks, but they are active in the market. And rather than
see their plants shut down or not have enough corn on hand,
they' re out there every day bi dding. And I think the
numbers show that within a 50 mile radius of a plant, corn
prices tend to be f ive ce nts to six cents hi gher t h an
elevator prices over time. Now the price increase for areas
outside of th a t 50 mile radius ar e a little harder to
quantify but the fact is that this is now . ..ethanol is a
huge demand for corn and I think corn prices are generally
higher than they would be otherwise. But the most immediate
effect is felt around the plants.

SENATOR LOUDEN: And a corn producer c ould go wit h the
ethanol plant and get more for his corn than what he would
down at a feedlot area or local elevator or something l ike
t ha t ?

STEVE SORUM: Today I just happened to check in Columbus.
It's about five to six cents higher at the ethanol plant.

SENATOR LOUDEN: Ok a y . Th an k y ou .

SENATOR SCHROCK: O ther questions? T hank you, Steve.

STEVE SORUM: Tha n k y ou .

SENATOR SCHROCK: N ext proponent?.

RANDY UHRMACHER: (Exhibit 6) Mr. Chairman, senators, Randy
Uhrmacher, R-a-n-d-y, Uhrmacher, U-h-r-m-a-c-h-e-r. I'm
from Juniata. I 'm a farmer. I'm here on behalf of the
Nebrask a Co r n Gr owe r s . T he N e b r a sk a Co r n Gr ow e r s
Association would like to extend our su pport fo r LB 848,
which would provide a renewable fuel content standard for
gasoline in Nebraska. The state has made several a ttempts
over the past se veral y ears to provide i n centives for
consumption of ethanol. Today, none have been implemented.
On the other side of the equation, we have provided programs
over the past 2 0 years that have been very successful in
building the state's production. As Nebraska c ontinues to
expand our pr oduction capacity o f ethanol, w e ne ed to
i mplement some type of pla n to ens ure we rec eive t h e
benefits of those renewable Nebraska-produced fuels. NECGA
believes this bill may be a program to accomplish this goal.
We would also be open to other options such as removing the
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labeling requirement or a sales tax exemption on renewable
fuels in the state. The opponents will claim that providing
a renewable fuel st andard fo r t he state is a ma ndate
proposal and will be unable to implement. It shou ld be
noted those o pposed t o the requirements are the companies
that have done such a wonderful job in the past two yea rs
managing our f uel ma rket while enjoying obscene profits.
This was the same argument that happened over ei ght ye ars
ago wh e n Minn esota implemented their fuel s tandard.
Minnesota has benefitted economically and en vironmentally
for their m andate, and is currently working to expand the
requirements to a higher level. Several surrounding states
are currently looking a t ren ewable s tandards, including
Iowa, Wisconsin, and Missouri. E ach state has a diff erent
version but all ha v e the sa m e basic re sult, to ensure
consumers and the states receive the benefits o f renewable
fuels. We think it is time for Nebraska to take this step
and show our nation the commitment to clean, renewable fuel
that is produced domestically. NECGA would look forward to
working with the committee t o dev elop a renewable fuel
standard that will benefit all Nebraskans.

SENATOR SCHROCK: Tha n k you, Ra ndy. A r e there questions?
Got a little gas, got a little ethanol in your t ank tod ay,
do you?

RANDY UHRMACHER: I drive a die sel truck but all my gas
vehicles have ethanol, including small e ngines, mowers,
f our - whee l e r s , b oa t . . .works i n ev er y t h i n g .

SENATOR SCHROCK: Fair enough. Thanks for being with us.

RANDY UHRMACHER: Th a nk y ou .

SENATOR SCHROCK: N ext proponent, please.

JOHN T HORBURN: (Exhibit 7) Good afternoon, Mr. Chairman,
senators, my name is John Thorburn, T -h-o-r-b-u-r-n. I'm
the manager of Tri-Basin Na tural Re sources Di strict
h eadquartered xn Holdrege. I ' m testifying in su pport of

Districts. As you' ll see xn the attached resolution which
was anitially proposed by Trz-Basin NRD and adopted by NARD,
the Nebraska Association of Resources Districts has taken a
strong position advo cating for manda tory use of

LB 848 on behalf o f the Nebraska Association of Resources



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 848Committee on Natural Resources
Februar y 1 0, 2006
Page 26

ethanol-blended fuels in motor vehicles. We believe ethanol
is far superior as an oxygenating additive to me thyl
tertiary butyl ether, NTBE, because unlike NTBE, it has no
potential to contaminate ground water supplies. Eth anol
also benefits air quality by reducing emissions of ca rbon
monoxide and other noxious combustion by-products. Another
benefit of utilizing ethanol as a gasoline additive is that
it reduces consumption of imported oil. Ethanol is an ideal
alternative fue l be cause it co mes f rom a sec ure a nd
renewable resource, corn and ot her c rops supplied by
American farmers. President Bush acknowledged that fact in
his recent State of the Union Address, in which h e called
for increased ethanol p roduction. In conclusion, the
Nebraska Association o f Reso urces Districts strongly
supports efforts by the Nebraska Unicameral to mandate the
use of ethanol-blended fuels in Nebraska because we believe
that Nebraskans wou l d see substantial and im mediate
e nvironmental and economic benefits as a results of such a
m andate .

SENATOR SCHROCK: Questions for John? Senator Louden.

SENATOR LOU D EN: You' r e r ep r e sent i ng t h e Nebraska
Association of Resource Districts, that's right?

J OHN THORBURN: Yes , Sen a t o r .

SENATOR LOUDEN: Q ow much water does it take to operate a n
ethanol plant? We had some int erest i n try ing to do
something out there, and they found out they had to buy out
some farm ground in order to get enough water to work them.
I mean, is an ethanol plant, then, competing for water with
y our s ur r ou n d i n g f ar m e rs ?

JOHN THORBURN: Certa inly e thanol plants use substantial
a mounts of water, Senator. And, as an example, we d o hav e
one in my dis trict, the Axtell a r ea, w h ich in fact is
operated by a coalition of farmers. That plant, if I recall
correctly, pumps roughly the equivalent amount of water as
four or five center pivot systems.

SENATOR LOUDEN : And that district, t h en , is n't fully
approp r i a t e d t he n , o r . . .

JOHN THORBURN: It is in the Little Blue portion of our NRD,
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And xnwhich is not yet considered fully appropriated.
fact, the plant predates the LB 962.

SENATOR LOUDEN: As we expand with new plants, then, will
that be an issue on some areas about the water to sup port
one of these plants? Well, it is certainly a consideration,
Senator, because w e can 't al low increased consumption of
water resources without some sort of offset. That is b e ing
address, in fact, with a new plant that's being proposed by
Wood River, Nebraska, and t he own ers or the con sortium
that's putting that pl ant to gether are in the process of
making some a rrangements with f armers to re tire some
arrogated acres to offset that additional consumption by the
ethanol plant...

SENATOR LOUDEN: You got that..

JOHN THORBURN: ...and apparently feel that's an economically
workabl e t h i ng .

SENATOR LOUDEN: Th a n k y ou .

SENATOR SCHROCK: Any other questions for John? John ,
you' re the father of twins, and I'm sure you feel a lit tle
easier about it bec ause t hey have cleaner air to breathe
because of ethanol, right?

JOHN THORBURN: That's correct, sir. Very important.

SENATOR SCHROCK: And they' re seven years old?

J OHN THORBURN: Yes s i r .

SENATOR SCHROCK: Seven years old. Girl and a boy.

J OHN THORBURN: Yes , s i r .

SENATOR SCHROCK: K eeps life interesting, doesn't it?

J OHN THORBURN: Yes , x t d oe s .

SENATOR SCHROCK: Tha n k y o u , J ohn .

J OHN THORBURN: Th an k y o u , Sen at o r .
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SENATOR SCHROCK: N ext proponent.

KRISTEN GOTTSCHALK: Chairman Schrock, members of the
Natural Resource Committee, my name is Kristen G ottschalk,
K-r-i-s-t-e-n G-o-t-l-s-c-h-a-l-k. I'm the government
relations director and t he reg istered lobbyist fo r the
Nebraska Rural Elect ric As sociation, and that's who I'm
here to testify for. We ' re here to testify i n favor of
LB 848, the re newable fuel standard. A number of reasons
f or us, and I don't want to reiterate the things t hat hav e
been said be fore, the economic benefits, the environmental
b enefit, of course, are all part of the package. I do wa n t
to em phasize, tho ugh, the ru ral e conomic development
benefits of ethanol production in our small rural
communities has been a big boon to the rura l ar eas.
Obviously, there's an electric load be nefit t o a rural
electric system fo r t h e ethanol plant but we do feel that
the economic development benefits far outweigh that . And
when I was directed to come here and testify, our position
was originally to support the concepts of LB 848 but we h ad
some concerns and some questions. And as I' ve listened to
the testimony and spoken with Se nator C onnealy, most of
those concerns have a lready been a ddressed. The first
concern was, would there be enough ethanol production in the
state to accommodate a 3.5 percent weight s tatus i n all
fuels in Ne braska, and it's my understanding that that has
been addressed. And there was a concern, also, of increased
cost for ethanol fuels. Is this is sta rt-up? It 's my
understanding that, yo u know , an y ti m e yo u start a new
program, you' re going to have ad ditional costs, and the
costs may in crease bu t ov e r t he lo ng term the economic
b enefits outweigh that as well. So with tha t, that
concludes my testimony. If you have any questions, I would
b e happy t o an s we r t h e m .

SENATOR SCHROCK: Thank you, Kristen. Are there questions?
We appreciate you being with us. Next proponent?

JOHN HANSEN: Chair man Schrock, members of the Committee,
for the record my name is John K. Hansen, H-a-n-s-e-n. I
appear before you today a s the president of the Nebraska
Farmers Unwon, and also our lobbyist. We are in str ong
support of LB 848. We were very much involved with helping
identify and bring thzs concept from Minnesota to Nebraska
the last time we took a run at this, and we look at what' s
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working on both sides of the equation for both st imulating
new eth anol production and also increasing ethanol
utilization. And to our way o f thinking, M innesota h as
broken the ground. They' ve developed the track record. We
look at what goes on there, how that's w orked. It's an
excellent and positive example of what a state can do that
costs very little money, yet ha s an enormously positive
economic benefit on their state. From our standpoint, while
some folks w ould cast th i s as an issue of a mandate, we
would look at it in terms of a standard. And do we w ant a
higher or lo wer st andard r elative to the consumption of
petroleum-based fuels in our state, and we view this a s an
opportunity to ha v e a higher st andard that provides air
quality benefits, eco nomic bene fits, rur al econ omic
developments, it bui lds on all of our infrastructures, our
s izeable state commitment to developing ethanol, and one o f
the things t ha t has n't been talked about but is important
from, I think, a public perception standpoint is that if our
state xs going to be one of the nation's leaders in ethanol
development, which I hope we continue to be, we have to also
lead by example. And this is an opportunity for us to
a ctually practice what we pre ach an d rea lly pr ovide a
positive example. And I see very little do wnside xn
Minnesota. It's gust the problems have just not developed,
and as a r esult we can enthusiastically support LB 848 and
hope that the Committee would look favorably upon i t. I
would be glad to answer questions if you have any.

SENATOR SCHROCK: Thank you, John. S enator McDonald.

SENATOR McDONALD: Do you think this will be a problem for
some of the small rural gas stations?

JOHN HANSEN: I don't thank so. I hope not. That would
certainly not be our intent.

SENATOR McDONALD: Whe n I shop for gas and they have E-10,
is this gust E-10? Are we changing the formula?

JOHN HANSEN: This is E 10, ju s t mo r e of it. And
surprzsxngly enough, when f olks use E-10, don't know they
use E-10, they have no ill-effect.

SENATOR SCHROCK: O ther questions? S enator Louden.
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SENATOR LOUDEN: Given the fact that we' re having t rouble,
probably, funding the ethanol plants and now you say we need
to practice what we preach and all that sort of stuff, are
we going to probably be able to build all the ethanol plants
w e need irregardless of whether we put it in our own gas o r
not, or are we going to have trouble getting our plants
built and funded the way it zs? In other words, will be get
enough product>on without putting xt in our own gasoline?

SENATOR HANSEN: Well, from a technical standpoint, we have
more production than we need now. It's not a matter of...to
my way of thi nking, it's not a matter of Nebraska getting
enough ethanol for w hat we produce, we' re obv iously
producing not only for ourselves, but for the bigger market
in the United States. From my standpoint, as we look at it,
we look at it as a lost opportunity because when Ne braska
uses the fuel source that we ourselves grow and manufacture,
we' re getting an economic benefit from doing that. And so
it looks more like a matter of a lost opportunity in terms
of our own economic development within our state.

SENATOR LOUDEN: Now , when you say "economic development",
at what price? Because we' re using natural gas, which is in
competition with somebody farming. We have to use water not
only to produce the grain, but we have to use water to
produce the et hanol, and wh en you get probably west of
Kearney, there's usually not much difference in the pri ce
between ethanol and gasoline but you' ve got a percentage of
e fficiency less. In other words, you get less mi les p e r
gallon. And I think that's a given fact. So when you say
"opportunities", x t ' s opportunities for wh o b ut at what
cost ?

JOHN HANSEN: From our standpoint, when you add up all of
the costs and you add up all of the benefits, there's the
enormous net b enefit to our state to not only produce more
ethanol, but consume more ethanol, all things considered.

SENATOR LOUDEN: O k ay, thank you.

SENATOR SCHROCK: Senator Louden, my neighbor is running a
454 Chevy engine on an irrigation well on 90 percent alcohol
and 10 percent water, and it's running cooler than it does
on natural gas, so I assume just shortly all the natural gas
irrxgatxon motors will be converted to alcohol engines and
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they won't know what to do with the natural gas.

JOHN HANSEN: Well, I was thinking more on your crop drying,
your propane tanks out in the western end. We have to burn
propane out there to heat th e place bec ause­- di d Kr i s t en
l eave , ye a h ­-sometimes the power had gone off there, so...

SENATOR SCHROCK: All r ight. I shouldn't have interjected
that. But John, if we' re going to do this, we n eed a lot
more livestock in this state, don't we?

JOHN HANSEN: Way before that.

SENATOR SCHROCK: Oka y. Good . Ne xt proponent? Opponent
testimony.

MARVIN HAVLAT: Ch airman Schrock, my name is Marvin H avlat.
T hat ' s H- a - v - l - a- t , 1828 Sunrise Road, Milford, Nebraska.
I ' m a farmer representing myself. Two years a go , Se nator
Landis, who gave millions of dollars to the ethanol company
when I think corn was about $2 a bushel, told me in that
committee hearing a cross the hall that you' re going to get
$2.75 to $2.85 a bushel. I sold it for $1.4 5 at the
Pleasant Dale el evator this year. It t akes, according to
Roscoe Bartlett...he's a Uni ted State s Sena tor from
Maryland...excuse me, h e's a Representative from Maryland.
He started I.B.M. He s howed me a pie chart . If you ' re
going to produce ethanol and get 100 gallons, you' re going
to use about 95 gallons of fossil f uels to get to that
100 gallons of et hanol. I thi nk we' ve heard here in the
last few days that people are a little concerned about who' s
going to share the water. After that com mittee he aring
yesterday, I and sev eral o f the gentleman from the power
plants, the farmers out there, we all ca m e to the same
conclusion as we walked down the hallway. The whole problem
is corn . Corn ' s going to demand too much water, and your
ethanol production, you just don't get that much net energy
from it. That's a University of Michigan study. S o I don' t
see this s o lving an y of the water problems, any of the
income problems for the farmers, and not really any of their
energy problems. If you' re going to add your ethanol to the
o il, the petroleum, r ealize this. I'm a veteran fro m
Viet Nam, and we' re getting our oil from the Saudi's who are
Mojahedin who give their money, according to President Bush
a couple of nights ago, to the Mojahedin in Iraq, and the y
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use that mo ney t o kill our own National Guardsmen. I got
into it with Go vernor H eineman. Eve ry other industrial
nation in the world but the United States g rows in dustrial
hemp. It's ten times as efficient per acre as corn, and I
think it's time for everybody t o sit do w n and tak e a
realistic look at that crop. You ' re going to be paying
Kansas for water? Y ou don't need to do that. Th a t's all I
have to say. Any other questions?

SENATOR SCHROCK: Thank you, Marvin. M a rgin, looks to me
like we could probably use the ethanol in our car and maybe
lubricate the engine with hemp oil.

MARVIN HAVLAT: T hat would work well but actually hemp seed
oil produces 1,000 gallons of m e thanol p er acre , a nd it
would be a d iff erent conversion. Daim ler Chrysler is
producing a biodiesel engine that's coming out in 2007.

SENATOR SCHROCK: We ll, I tried to..

MARVIN HAVLAT: But your corn is not going to get away fr om
all of the input, all the pollution. You sit here and see
these people about pollution? Minnesota's p umping th eir
aquifers d ry. We ' ve g o t 2,000 pounds of actual nitrogen
g oing into the aquifer because of corn. We ' ve g ot sig ns
above ou r drinking fo untains i n Seward telling the kids,
" Don' t d r i n k t h e water." You' ve just heard a gentleman here
today and yesterday tell you that the nitrogen in the wa ter
is a huge problem. S eward spent $1 million-plus to get that
nitrogen ou t of thei r water for their city system'? They
c ouldn't do it. It 's ?. failure. H emp will send roots d o w n
25 feet and pull nitrogen out.

SENATOR SCHROCK: A ll iight. Th ank you, Marvin.

M ARVIN HAV L A T Dr. Andrew Wile, a do ctor from Harvard
University, in Time Ma azine s ays one of the heal thiest
foods there is is hemp seed oil.

SENATOR SCHROCK: A ll right. No further questions? Se nator
S tu h i .

SENATOR. S T UHR : I
Marvin. I kn ow th at
studies on the amount

just have one question. Thank you,
there have be e n so me othe r latest
of energy required to produce ethanol.
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I don't know if you a re awar e o f t h o se?

MARVIN HAVLAT: I am aware of that. I work with the doctors
over at the University but that technology is not here yet.
But you' ve got th e sam e problem. You don ' t hav e to
fertxlaze with he mp . You d on't have to use weed killers.
Y ou don't have to use water. That's what it going t o com e
down to . I can sit here and I look at your people. You' re
going to have to grow it if you' re going to maintain energy
in the future. Six years from today, the petroleum industry
is going t o crash be cause the demand is exponential from
China. We' re borrowing all our money from China. We' re not
going to be able to do anything about it when we ow e China
and we want to go stop some nuclear development, we' ll be so
powerless because China will own us.

SENATOR STUHR: That 's probably why we need to continue to
work on alternative fuels.

MARVIN HAVLAT: We do but I say this, that hemp seed oil, I
think, zs the only alternative. France grows 224,000 acres
a year of hemp seed oil, yet we don't hear about it here .
There i s a big m eeting up in Canada this summer. All the
hemp seed producers are going to bring their genetics there.
I, under your program LB 90, have a sked fo r $1 5,000 for
Dr. Hanna, $15,000 for Dr. Nelson who testified before this
committee over there three years ago under Senator Schrock's
bill here. Your own state patrol, head of the nar cotics
divzsxon, tes tified that hemp wo uld stop t he illegal
production of mar>juana but he wanted it illegal because of
job security. I'm a behavioral scientist.

SENATOR STUHR: Th a nk y ou .

MARVIN HAVLAT: I se e the drug w ar. That 's another big
drag. We' re not handing that right either.

SENATOR
Marvxn .

M ARVIN HAVLAT: Th a n k y o u v e r y m u c h .

SENATOR SCHROCK: M aybe we can amend this with the h emp on
top of xt. How does that sound?

SCHROCK: Oka y. I don 't see any other questions,
Thank yo u f o r b e x n g w i t h u s .
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MARVIN HAVLAT: You can buy the oil and bring it in.

SENATOR SCHROCK: Thank you. Next opponent.

TIM KEIGHER: Go od afternoon, Chairman Schrock, members of
the Committee. My name it Tim Keigher, K-e-i-g-h-e-r. I
appear before you today on behalf of the Nebraska Petroleum
Marketers and Convenience Store Association in opposition to
LB 848. I guess our opposition...the first thing I want to
clarify is that we are not against ethanol. We are against
a mandate. The last time I checked, all of our members sell
ethanol-blended fuel...or we sell all of the ethanol-blended
fuel that is sold in the state. As was m entioned earlier
there is a federal mandate, which has already created a
nationwide demand that is double what we are pro ducing
today. Our concern is that Nebraska consumers are going to
pay more. If you look at the price of ethanol today, it' s
about four ce nts a gallon higher than what regular no-lead
is, and that's because the ethanol producers in this state
are selling that ethanol to nonattainment areas in the
country like Albuquerque, New Mexico, and Denver, Colorado.
Do we b lame them for that? No. It's a supply and demand
issue. If they can get more money for it s omewhere else,
more power to t h em . Also, we have some concern about a
border bleeding issue. You know, with being in such a close
proximity with a lot of our population to Iowa, some of my
members that own stations in Iowa say that 75 percent of the
cars that t hey seen in their stations are Nebraska cars to
begin with. Senator Kremer, you had asked a question about
the EPA allowing 20 percent blends. When there was a huge
advantage in the ethanol price about six o r eig ht months
ago, several of my members wanted to increase the percentage
of ethanol that they had in their fuel. The U.S. EPA looks
a t a 10 percent blend as still gasoline, and they look a t
E-85 as an alternative fuel. And there is no middle ground
in between. I guess the other thing is consumer choice. We
feel that it should be the consumers' choice. Right now, I
think the percentage is about 70 percent of the fuel that is
sold is ethanol-blended fuel, and it's price sensitive. We
understand that, too. But it's no different than when they
come into our store and want to buy a Coke or a Pepsi, or if
you go t o b u y a c a r , you w an t t o bu y a C h evy or a For d . You
should have that choice. Something that was said earlier
about the federal tax. The federal tax is 18.4 cents a
gallon on al l gasoline, whether it's 10 percent blend or
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not. They changed that program January 1 of last year. The
tax rate used to be 13 cents a gallon. And the way to got
to that number is you took 51 cents a gallon federal subsidy
on the ethanol portion itself, and a 10 percent b lend was
5. 1 cents. What they di d is they took...instead of that
money coming out of the Highway Trust Fund, it now comes out
of the General Fund, so the tax remains the same bu t the
marketer or the blende r is able to appl y for a
51 cent-a-gallon credit on just the ethanol portion o f the
blend, which is 5.1 cents, which gets you back down to that
same net number. I gue ss, S enator M cDonald, you had a
question about s m all stations. Yes, I think that in rural
Nebraska where some stations may only carry...may only have
one or tw o ta nks, they may carry a gasoline and a diesel
fuel, or maybe they just carry a gasoline, I think this will
be a burden to them, as they won't be able to carry premium
for the ex emptions that are allowed in here. I guess tl.e
previous gentleman mentioned about the University of
Michigan study, and I guess the only comment I have on that
i s we beat them, didn't we? With that, I would be happy t o
answer an y q u e s t i on s .

SENATOR SCHROCK: Se nator Kremer.

SENATOR KREMER : I migh t have missed something. You said
s omething about 75 percent of the cars in Io wa are fro m
N ebrask a .

TIM KEIGHER: A t one station that one of my members owns in
Iowa, he said that 75 percent of the cars that fuel at t h at
station have Nebraska plates on them.

SENATOR KREMER: But why or what's the reason for that?

TIM KEIGHER: His reason is the tax differential. It ' s
about 6.5 cents a gallon on ethanol-blended fuel.

SENATOR KREMER: So they drive 20 miles to save five cents?

T IM KEIGHER: W e ll, I think they' re probably over there f o r
other reasons. This happens to b e across from one of the
r i ve r boa t s . (Laughter) They' re probably going over there
for that and while they' re there, they' re buying gas but...

SENATOR KREMER: T h at's the rest of the story. ( Laughte r )
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SENATOR SCHROCK: I hope they fill up before they go to the
boat or they may not have any money to buy gas. ( Laughte r )

TIM KEIGHER: Spoken from someone who might know.

SENATOR SCHROCK: N ext question? C a reful there. Tim , I 'm
interested in your thoughts about exemptions here for boats.
One of the things we know that snowmobiles, motorcycles...I
mean, I' ve got four-wheelers on the farm. I' ve got a boat.
My brother's got a boat. S m all engines. We haven't burned
anything but ethanol-blended fuels in them for 25 years. If
thrs would pass, would you support the exemption on those
type of vehicles or do you think xt makes any difference?

TIM KEIGHER: I mean , I guess we don't have any opinion on
the exemptions.

SENATOR SCHROCK: I 'm just...

TIM KEIGHER: Whatever the manufacturer would recommend.

SENATOR SCHROCK: . . .wondering why the exemption xs th ere.
Maybe Senator Connealy will address that when he comes back
up here. Other questions? Yeah, I would ask one. Gasoline
i s h i g h - p r i c e d n o w .

TIM KEIGHER: I don't disagree with you on that.

SENATOR SCHROCK: Is still part of that Katrina, are all the
Gulf wells up and the refineries in the Gulf, are the y up
and running at capacity, or what's going on there?

TIM KEI G H ER: To my knowledge, they' re not up to
100 percent. What percentage they are at tod ay, I don ' t
know. I mean demand is just up. As the previous gentleman
mentioned, the demand in China h a s doubled xn the las t
couple of years. That has a lot to do with it.

SENATOR SCHROCK: W ould you speculate that if it was not for
the ethanol industry, gas prices would be higher yet?

TIM KEIGHER: I don 't know that I could ans wer that
i n t e l l r gen t l y . I don ' t kn ow .
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SENATOR SCHROCK: We wc uldn't want you to answer it out of
ignorance, I can guarantee you that, so...Senator McDonald
h as a q u e s t > o n .

SENATOR McDONALD: As w e go to the pump, and as a consumer
of a fair amount of gas because I do a lot of driv ing,
generally the et hanol is a few pennies cheaper. Now I' ve
noticed the last couple of days as I' ve purchased gas,
filled every da y for the last three days, that ethanol is
higher, at least at the stations I' ve stopped at. I don ' t
know if the re's a difference just because of the stations.
Is that demand? Is it true that they' re sending more aw ay
than they are here, so that's what's upped the ethanol.

TIM KEIGHER: Y e ah. T h e demand in the nonattainment areas,
which my understanding is a lot of the ethanol from Nebraska
goes to Denver, Colorado, during the wintertime to meet the
nonattainment ozone r equirement, and to Albuquerque, New
Mexico. So they' re getting a premium for i t the re, w h ich
they should. I mean it's supply and demand working the way
i t sh o ul d .

S ENATOR McDONALD: And if we offer E-10 a nd pre mium, an d
premium is t he hig hest q u ality of gasoline that you can
purchase, is that correct?

TIM KEIGHER: The highest octane?

SENATOR McDONALD: The highest octane, which is gen erally
the most expensive. It's your premium premium gasoline, or
whatever they call it. So t hat one would b e the hig hest
priced gas . And the ethanol, h opefully, would be the
cheaper one. But that's not to guarantee that we' re going
to get an ything that's an y cheaper. It's going to be
whatever it is high. The y' ll both be high. High e r than
they are now. We don 't have the opportunity to purchase
anything that's of lesser dollars, so to speak. You go to
the ethanol p lant...or the g as station, you can buy the
premium if you don't put ethanol in. You' re going to pay
the highest d ollar, because you only have the premium to
purchase .

TIM KEIGHER: My understanding of this bill is you can n ot
buy premium ot her th a n for the exe mptions that Senator
Schrock or Senator Connealy mentioned in his opening...that
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if you have a car, no matter what kind of vehicle that xs,
you' re going to have to put an ethanol-blended product in.
N ow you may have a choice between two different octanes b u t
xt's going to ha ve to be an ethanol-blended product. The

prem>urn can only be us ed for ant ique v ehicles, boats,
snowmobxles, that list.

SENATOR McDONALD: What can keep people from purchasing it?

TIM KEIGHER: T hat I don't know. I suppose you' re going to
have to gave us a gun so they can police that.

SENATOR SCHROCK: Any other questions? Tim , my staff did
check, and at one of the ethanol plants in Nebraska they
said that the rack price for ethanol is about $2.41. Th at' s
high. And he said they t old him that the U .S . bou ght
e thano l was ar o und $ 2 . 50 t o $2.60 , so con si d er i ng t h e
increase in ethanol production, that's pretty high pr iced.
Petroleum companies aren't th e on l y on e s ma king money
nowadays. Other questions? Thank you, T im .

TIM KEIGHER: You bet.

SENATOR SCHROCK: D on't stay out too late tonight, o kay?

T IM KEIGHER: I won ' t .

SENATOR SCHROCK: N ext opponent.

GORDON KISSEL: S enator Schrock, members of th e Com mittee,
my name xs Gordon Kissel. It 's G-o-r-d-o-n K-i-s-s-e-l,
here today as the re gistered lobbyist fo r t he Ame rican
Petroleum Institute in opposition to LB 848. Quest i o n s o n
the vote kind of made me think I was going to have to
adentify myself a s the registered lobbyist for Ameristar
but . . .This one, Tim e ssentially said w hat we ha v e our
concerns is that w e do see it as a mandate. We' ve always
opposed mandates. And let me just read into the record one
sentence, for t he record . It shou ld be noted that the
members of the American Petroleum Institute have su pported
the efforts to expand the usage of renewable fuels in thxs
country and w a l l work to ensu re the se fue ls have an
appropriate role in the motor fuel delivery system in the
most effective and efficient way possible, a given specific
company and marketplace characteristics. Now you have
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already heard that the renewable fuels, 65 to 70 percent are
already in Neb raska, s o it is a leg itimate part of the
market. Our product contains that. We f all down on the
side of co nsumer c hoice and having an option when you do
pull up to the pump. So for that reason, we wo uld o ppose
it. I' ll ju s t fin ally co nclude, because most o f my
testimony Tim c overed, but I' ll just say that in the
national energy legislation that was passed by Congress this
year, the American Petr oleum Inst itute did support
nationwide renewable fuel standari. It ended a 7.6 billion.
We agreed to a five billion gallon. by 2012 , so it went
higher than we wan ted it to be, but we did support it and
continue to support it. Wit h that, I w ould be happy to
answer an y q u e s t i on s .

SENATOR SCHROCK: Th ank y ou , Gor d o n. Questions? Gordon,
y ou say you oppose mandates. Do you rem ember when t h e
federal government mandated that the lead be taken out of
g asoline? Did your industry oppose that? And when some o f
these states p assed m andates t o ta k e the MT B E ou t of
gasoline, did your organization oppose that?

GORDON KISSEL: Our response to that, Senator, is that those
mandates were for public health and public safety. This is
for market. So t h at's where we came down. We support for
public safety. We don't support. mandates for market. And
we think t he mar ket ought to be able to be the thing that
p lays o u t .

SENATOR SCHROCK: Well, I und erstand t he y pas sed it in
Minnesota partially because of public safety issues because
they were out of attainment on their air quality standard in
Minneapolis. And the only way they could get in compliance
was to use the ethanol.

GORDON KISSEL: W e ll, I' ll just reiterate that public safety
is one t h at...to u s the re's a distinction between public
safety mandates and mandates that increase market.

SENATOR SCHROCK: Do either you or Tim know what stage of...
the bills might be in Iowa as far as th e eth anol ma ndate?
Would you like to comment?

GORDON KISSEL: I don't know for sure. What I have heard is
that they have been movi n g in Iowa . There i s ,
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notwithstanding what some people say, there is a ques tion
whether or no t they' ll pass. We h ave seen in Nontana and
I' ve forgotten the other state all of a sudden, that they
did support those mandates. But we' ve also seen mandate
legislation not be supported in states l ike Il lxnois and
others. So I think it's still iffy whether or not they' re
all going to pass or if they' re all going to be defeated. I
t hink you' ll see some successes, depending o n what sid e
y ou' re o n .

SENATOR SCHROCK: Thank you . Othe r questions? Sena tor
Kremer .

S ENATOR KRENER: We' ve mentioned, I think, A lbuquerque a n d
Denver during the wanter months. It is mandated to be at
all their gasoline throughout the winter months'?

GORDON KISSEL: W e ll, that's a good question, S enator. I
don't know the answer to that.

SENATOR KRENER: I d on't know either whether it's a certain
percentage of it is all? I 'm seriously asking if you knew.

GORDON KISSEL: Y eah, I don't know off the top of my head .
I' ll have to double-check. I do n ' t kn ow f o r su r e .

SENATOR KRENER: Th an k s now .

SENATOR SCHROCK: Other questions? Thank you for being with
us.

GORDON KISSEL: Thank you.

SENATOR SCH ROCK: Next opponent? Is there neutral
testimony? S enator Connealy, would you like to close?

SENATOR CONNEALY: T hank you, Senator Schrock an d mem bers.
I think that the world xs different now, and that we have an
opportunity to rea lly m ake some more progress h ere in
Nebraska, and I'm excited about it. And you know, I thi nk
I ' d like another run at it, too. I'm sure we can get on
consent calendar, so let's move this out. ( Laughte r )

SENATOR KREMER: C ould you mandate that?
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SENATOR SCHROCK:
C onneal y ?

SENATOR CONNEALY: I don't know, was it six?

SENATOR SCHROCK: It was LB 1234, as I recall.

SENATOR CONNEALY: Y e ah, I think it was six.

SENATOR SCHROCK: If th ere's no questions for Matt, I will
close the hearing o n LB 848. I 'm goi n g to turn the
proceedings over to Senator Stuhr?

How many y ears ag o w as it, Se nator

L B 118 6

SENATOR CO NNEALY: ( Exhib i t 8 ) On ce ag ai n , I ' m Mat t
Connealy. I represent the 16th District. I'm here to open
on LB 1186. LB 1186 is actually based on an Iowa law that
was passed last year and it has b een very su ccessful, I
think. Th is bil l creates a renewable fuel infrastructure
cost share program to provide financial incentives for the
insulation or conversion of pu mps used by retail service
stations to sell and dispense E-85. The Legislature shall
appropriate $400,000 from General Funds beginning July 1 of
this year and ending J une 3 0 of 2010 . The finan cial
incentives shall not exceed 50 percent of the actual cost of
installing necessary infrastructure. You k n ow, I got up
this morning and got in my Taurus and I had to drive all the
w ay ac r o s s . ..I live out on the northeast part of town, and I
h ad to drive all the way across town to fill up with E- 8 5 .
We have 3 0 stations here i n Nebraska that sell E-85. We
only have two in Lincoln, and only one in Omaha w h ere the
majority o f the fuel in this state is sold. We need to
drive this infrastructure and help what really is becoming a
growing part. of w hat we ' re going to do for energy
i ndependen c e . We have approximately 40,000 flex fuel
vehicles on the road i n Nebraska like my 200 2 Tau rus an d
multiple other t ypes of cars that use that. Ford actually
highlighted this week their first flex fuel hybrid car t h at
they' re going to be marketing. The price installing a pump
is expensive. Currently, stations can receive a tax credit
for these pumps from the federal level but I believe that it
will be ve ry helpful if we would also help in that effort.
Nationwide there are 5 87 of the tota l 170 ,000 s ervice
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stations that sell E-85. Nebraska currently only has, lake
I sand, 30. We nee d to continue to encourage the use of
E-85. As I was looking through some things on the computer
t d y, I h p p d t h t ~NS . d t h f t h
banner ads at the top, and it was from GM. And it had an
ear of co rn rolling across it and it said, "Lave g r e en , go
yellow." It was their new ad campaign for their yellow caps
o n their flex fuel vehicles. For d we nt through a larg e
national campaign of touting their E-85 vehicles. Now GM is
doing the same thing. This is a wave of the future. And we
need to help this get more entrenched in Nebraska.

SENATOR STUHR: Okay. Than k you, Senator Connealy. Are
there questions from the committee? I just had o ne. The
incentives shall no t exceed 5 0 percent of the estimated
cost. Is that...

SENATOR CONNEALY: Yes .

SENATOR STUHR: So . . .

SENATOR CONNEALY: And they'd also get aid from the f ederal
c red i t s , t oo .

SENATOR STUHR : Oh , O kay . So wh at if there's more demand
t han wha t w e h a v e m o n ey .

SENATOR CONNEALY: I t 's a cap program.

SENATOR STUHR: Ok a y . So . . .

SENATOR CONNEALY: W e appropriate that as we do with oth er
programs in economic development. It would use up that much
or as much as would be applied toward that much. . .

SENATOR STUHR: Ok ay .

SENATOR C ONNEALY:
program.

SENATOR STUHR: So at would sort of be first come...I mean,
t hey ' d h a v e l ak e a gran t p r oc e s s , so t o sp e a k o r . . .

S ENATOR CONNEALY: R i ght .

.every year f or th e period of the
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SENATOR STUHR: All right. Thank you very much. Oh, excuse
me. Two questions here. Senator McDonald.

SENATOR McDONALD: Wha t percentage of cars on the road can
u se E - 8 5 ?

SENATOR CONNEALY: W ell like I said, t h ere's a p proximately
40,000 now . I d on't know what the total number of cars...I
can get that for you. I t's not the majority of cars bu t I
think as we m ove forward, we' re going to move toward that.
And I would not think that it would be out of t he q ue s tion
that e :ery c ai ma de would ha v e that sen sor a n d chip.
Becau e really what it is is a sensor in the f ue l lin e to
decipher what. the fuel is, and then it's a change...it's a
laiget change chip in the computer t o allo w a d if fer ent
blend .,et foi fuel It 's n ot very complicated. W e ' ve had
them around fo> 20 years b ut rea lly th e last t en yea rs
they' ve had di amatic i n crease in the sales but we really
haven''. caught up with the infrastructure.

S ENATOR McDONALD: So i f I 'm in the ga s sta tion and
sometimes in a car that will use E-85, because you can't put
it in a car that won't accept it...

S ENATOR C O NNEALY : We ll , you probably shouldn't do it. I
wouldn't encourage it. It happens. I know lots of peo p le
when the fuel was dramatically lower as it was a few months
ago, would us e it 50 p ercent o r mo r e but it 's not
recommended and it's not something you should do. It should
only be used in flex fuel vehicles.

SENATOR McDONALD: So I have a car that will run on E-85 and
if I can't get to an an E-85 station and I use E-10, the car
k nows. . .

SENATOR CONNEALY: I just took...yes, it senses..

SENATOR McDONALD: .. .what gas I put in?

SENATOR C ONNEALY: . . . at 8 5 p e r ce n t o r 10 pe r ce n t o r an y
p lac e i n b et we e n . I t wi l l s en s e i t and c han g e i t .

SENATOR McDONALD: B ecause obviously, if you have a hal f a
tank o f E-10 and half a tank of E-85, you' ve got somewhere
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i n t h e m i dd l e .

SENATOR CONNEALY: Y es . Ri ght. T h e car...

SENATOR McDONALD: The cars will do that?

SENATOR CONNEALY: The car operates fine with that. It' s
just I don't feel as good if I don't have all alcohol fuel
i n my c ar .

SENATOR STUHR: O k ay. Se nator Kremer.

SENATOR K R EMER: Th an k y ou, Matt. Th a t's why it's called
flex fuel because it's flexible to do whatever you want to
do.

SENATOR CONNEALY: T h at's right.

SENATOR KREMER: So it's capped at $400,000. Is that..0
SENATOR CONNEALY: Ye s .

SENATOR KREMER: I was wondering of the 30 or whatever many
you said, how many of those have be en...probably most of
those have been in the last year or so, haven't they?

SENATOR CONNEALY: W e ll, Cubby's in Omaha has been there for
a coupl e o f ye ar s .

SENATOR KREMER: Y e ah, there's been a few of them. Not very
many.

SENATOR C O NNEALY: W e had a few here in Lincoln. They went
away and they came back this last year.

SENATOR KREMER: Ok ay .

SENATOR CONNEALY: So the majority of the pumps in Ne braska
have been just in the last year.

SENATOR KREMER : Do you feel like the cost has been the
most . . .has deterred more from going that way?

SENATOR CONNEALY: Yea h , I s up po s e .
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SENATOR KRENER: I mean that's kind of the premise of this,
I should think so.

SENATOR CONNEALY: That's right. That's the premise of it.

S ENATOR STUHR: Ok a y . Than k yo u . Sen a t or L ou d e n .

SENATOR LOUDEN: Yea h , Senator Connealy. This is $400,000
each year for the next four years?

SENATOR CONNEALY: Ye s .

SENATOR LOUDEN: W e ll, if you'd notice on the little handout
we have here, y ou' ve got Panhandle Coop o ut there in
Scottsbluff, and they' ve put that in and I thought that cost
them a hal f mil lion bucks to put that in. Well, $400,000
won't get very many stations in around, will it?

SENATOR CONNEALY: No , it won' t. It won't do e v eryone who
needs to happen , an d it won 't to tally pa y for the
i nstallations. But I believe that this is a good firs t
step. The industry, I think, needs encouragement to do what
I believe is also a money maker for them. As we move forward
with a dramatic increase in production that we' re going to
see, we' re going to have a more stable market t hat doe sn' t
have th e fluctuations t hat we' re seeing right now, and as
much of it is going to be a part of our fuel system that we
need to support because I think people are going to demand
i t .

SENATOR LOUDEN: But I mean th i s amount of mone y ...this
would only be three or four stations a year at the most, if
you' re funding...if they apply for half of what it's costing
them because usually when they do that, they have to g o in
and put in a pump and a separate tank and the whole bit.
And t hat ' s . . . do you t h ink y o u can do much go o d with
$400,000?

SENATOR CON N EALYi I believe that y o u can ret rofit
facilities for $30,000, an d I kn ow th at the re w i ll b e
installations that wi l l be m ore expensive if they need to
r un the whole system itself. But this would be at least a
first step. You know, if I had more money...if I thought I
could do that, then I would do it als o. Iowa init ially
talked about a $5 million fund. They moved back down to, I



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 1186Committee on Natural Resources
F ebruar y 1 0, 200 6
Page 46

think, a half million when they passed it.

SENATOR LOUDEN: Now if the other bill, LB 848, doesn't pass
but this one's passed, there isn't enough money. If LB 848
passes and you can only have ethanol, then you can probably
get by with it because then you can retrofit pumps, right?

SENATOR CONNEALY: Well, I don 't know if that's right or
not. I think there could be a demand for three g r ades of
gas, even u nder the first bill, because of the need for an
octane level. There is some small demand for a mid-grade
gasoline. Right no w, a mid-grade gasoline was actually
i ntroduced in most markets because of the introduction o f
ethanol. Where you didn't have ethanol, you usually have a
regulai- grade and a higher grade and that's about it. But
Nebraska and mo s t pl aces i n the Mid west h ave kep t a
mid-grade gasoline in their marketing setup. S o I think it
depends upon how you market and where you are but I think we
ought to a dd pumps if we d on't have them or we ought to
change pumps from one to another, as often gas stations have
done in the last year. The majo rity of the 30 ga soline
stations that ad ded pumps to o k a pr emium pump that they
weren't making very many sales off, and changed that over to
an E-85 pump. They made that decision.

SENATOR LOUDEN: Now one last guestion, then. Do y ou have
any problems w ith like Co noco or som ebody putting in a
station and then asking for a batch of this N ebraska mo ney
to help them change the station over to E-85?

SENATOR CONNEALY: No , I think that we have to h e lp
r etailers and help the system ge t this inf rastructure i n
N ebrask a .

SENATOR LOUDEN: Even if it' s.. .

SENATOR CONNEALY: So whoever it is, I believe.

SENATOR L O UDEN:
t ha t . ' s . . .

Even if it's a multinational corporation

SENATOR CONNEALY: Ye s .

SENATOR LOUDEN: . . .owned by the Arabs or som ebody l ike
that~ Y ou'd have no problem with that?
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SENATOR CONNEALY: I don't mind who has the infrastructure.
I believe that the i n frastructure n eeds to be built in
N ebraska .

SENATOR LOUDEN: Ok a y . Th an k y ou .

SENATOR STUHR: O k ay. Se nator Kremer.

SENATOR CONNEALY: Even p e ople from western Nebraska, I'd
let them do it, too. (Laughter)

SENATOR STUHR: Okay. S enator Kremer.

SENATOR KREMER: I 'm sorry. I have one more question. In
the last sentence here of the Statement of Intent, it talks
about if it's not fully used one year it will be retained by
the Department to carry out the provisions of th e pro gram.
Does that mean it would be carried over to the next stretch
so you would have more than $400,000 the next year?

SENATOR CONNEALY: Um -hum. Th a t's the way I read it.

SENATOR KREMER: O k ay . That ' s...okay, thank you. That' s
a l l .

SENATOR C ONNEALY:
something started.

S ENATOR KREMER: Okay. S o it would b e $400,00 0 al l oca t ed
for zt and xt could be carried over. Thank you.

SENATOR STUHR: O kay. T h ank you. And you' ll be around to

It may ta k e a litt le while to get

c lo s e ?

SENATOR CONNEALY: I have the next bill.

SENATOR STUHR: O k ay. A l l right. T h ose wishing to te stify
in support, if you'd come towards the front. How many do we
likely have? L ooks lik ~ three, four? Okay. T hose wishing
to testify in opposition raise your hand. Okay. L e t's go.

S TEVE SORUM: Senator Stuhr and members, I w ill be brie f .
If I can, I have a brie f story that I think kind of
illustrates the situation here. My dad who...



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

Committee on Natural Resources
Februar y 1 0, 2006
Page 48

LB 1186

SENATOR STUHR: Did you spell your name?

STEVE SORUM: Oh , I'm sorry. S teve Sorum, S-o-r-u-m.

SENATOR STUHR: Th a n k you .

STEVE SORUM: My dad who arg uably p ays a l ittle more
attention to the ethanol business than many, by virtue of my
job, discovered the other day that he has an FFV and has had
now for four years. Had no clue that he had one. There are
40,000 of these vehicles in the state. I would v enture to
say that 9 0 percent o f the people that have them have no
clue that their driving an FFV. Ther e are 28 st ations to
service those 40,000 vehicles, and those numbers just don' t
work out. And therein lies the problem, an d I think the
reasoning behind Senator Connealy's bill. It's a fact that
for each 5 percent of the market that E-85 mi ght capture,
again $76 million w ould remain i n the state f o r each
5 percent of gasoline displaced by ethanol; 10 percent we' re
up to, what, $152 million. The s e are significant energy
dollars that mi ght ve ry easily stay in Nebraska with this
bill and the expansion of the E-85 industry, that ca n take
p lace . Th an k yo u , Se n a t or .

SENATOR STUHR: Okay, thank you, Steve. Are there questions
for Mr . Sorum? Than k you, very much. Nex t proponent?
Welcome.

T IM KEIGHER: Good afternoon, Senator Stuhr, members of t h e
Commit t e e . My nam e i s T i m Kei gh e r . I t ' s K- e - i - g - h - e- r . I
appear before you today as a proponent of LB 1186 on behalf
of the Nebraska Petroleum Marketers and Co nvenience Store
Association. I have also been asked to state that the
Nebraska Chamber of Commerce is also a proponent of this and
was not able to make it today. I guess, simply, we support
this because i t's kind of the chicken and the egg thing.
There are becoming more flex fuel vehicles o ut there. I
wouldn't want to say that ten times fast. But my members
a re reluctant to put this product in because o f the cos t ,
and what ut ilization are they going to get? Several of my
members have put th' s in and several of them have seen some
good success an d tha t they' re selling more E-85 than they
are premium, while others are reluctant to spend the mo ney
to put the tank in if they are going to require additional
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tankage or convert an existinq premium tank to E-85. So for
that reason, we do support this bill.

SENATOR STUHR: O kay. Thank you. Senator NcDonald.

SENATOR NcDONALD: In listening to the President's State of
the Union, whatever, he spoke about us being less dependent
on foreign oil. Do you think that at some point in the time
the federal g o vernment will subsidize our car industry to
h ave them produce more vehicles that run on E-85, or do yo u
think they' re just doing it on their own?

TIN KEIGHER: I guess anything is possible. I don't know if
I could comment on that intelligently or not.

SENATOR NcDONALD: Oh , o k ay .

SENATOR STUHR: Are there any other questions? I know you
represent the Petroleum Narketers, right?

TIN KEIGHER: Th at's correct.

SENATOR STUHR: And so how man y of tho s e units do you
represent? I mean are there. . .

TIN KEIGHER: Well, the r e are about 1,800 .. . over 1 , 80 0
retail facilities that sell gasoline in the state. I got
that number f rom t h e Department of Revenue. How many of
them are actually represented bv our organization, I don' t
know bec ause, as an exam ple, Bosselman Energy owns
40 locations but Bosselman Energy is a member of our
organization once, so . ..I estimate that it's probably well
over 1 , 20 0 .

S ENATOR STUHR: O kay . A ll right. A n y other questions? If
not, thank y ou for com ing today . Other proponents?
Welcome.

RANDY UHRNACHER: (Exhibit 9) Senator Stuhr, members of the
Natural Resource Committee, I'm Randy Uhrmacher. R-a-n-d-y
U-h- r - m - a - c - h - e- r . I ' m a farmer from Juniata, and on behalf
of the Nebraska Corn Growers Association, I'd like to extend
our support for LB 1186. Our organization thinks this bill
will provide a necessary step in development of our state' s
and nation's move to renewable fuel economy. I believe the
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Committee xs aware of the tremendous success of the ethanol
industry in the state of Nebraska and our country. The
acceptance of E-10 and E-85 fuels has been widespread a s a
result of se veral f actors over t h e past two years. If
Nebraska is to continue as a leader in ethanol p roduction
and consumption, we need to invest to the next level of the
industry. The development of the fu e l availability and
number of fl e x fuels h as steadily e xpanded in the past
decade. The Nebraska and National Corn Growers believed in
a future of E-85 over 10 y ears a g o by cost-sharing the
xnstallatxon of the first pump in Lincoln. Since this time,
the industry has grown and it's now at a c rossroads. The
cost of petroleum-based products has resulted in a major
shaft and increased interest in E-85 fuels over the past two
years. This shift and improvement of technology from the
automobile manufacturers has resulted in a broad range of
flex fuel vehicles now available. General Motors and Ford
have not o nly placed high priority on production of flex
fuel vehicles, but now have built a national advertising
p rogram to promote t h eir sa les and acceptance. As t h e
number of flex fuel vehicles continue to grow, we bel ieve
the need to prov ide an infrastructure t o support these
vehicles should be the next focus of investment. And the
recent price inconsistencies can be, in many ways, traced to
the lack of the large developed marketing network, as in any
form of product marketing, the larqer the infrastructure and
network, the more co mpetitively priced the product. We
encourage the Committee to advance LB 1186. Is the r e any
q uest i o n s ?

SENATOR STUHR : Are there questions? T h ank you very much
for being here today. Other proponents? And I do hav e a
letter of su pport from the Nebraska Farm Bureau Federation
that wall be entered in the record in support o f LB 1186.
(Exhibit 10) Welcome.

JOHN HANSEN: V ice Chairman Stuhr, members of the Committee,
again for the record my name is John K. Hansen, H-a-n-s-e-n.
I am pr esident o f the Nebraska Farmers Union. I'm here
before you today as their president and also their lobbyist.
We are xn strong support of LB 1186. It is a s m all ca rrot
but a use ful on e th at is, in our view, the next level of
ethanol consumption. It's where t he future is goi ng.
Anything that we can do as a state to help move in that
direc t i o n xs a po si t i v e . And I wou l d say t h at t h i s l ast
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year we s p onsored a booth on renewable energy at the
Nebraska State Fair and also at Husker Harvest Days. And I
was able to be there for most of the State Fair, and I was
r eally str uck at the amo unt of con sumer i nterest in
renewable energy overall, but a lso we had all the E-85
information and the number of places in Nebraska where you
could buy it, and a number of folks stopped in and said, you
know, we would lake to have the opportunity t o use this
product but xt 's not available in my community. And a lot
of them knew where the closest place was and it was a long
ways from where they lave. And so I believe that there is
an interest on the part of the public, and I believe there' s
an awareness on the part of the public that we really do
need to do things that reduce our dependence on foreign oil
and that we ought to be moving more toward renewable energy
wherever we can on whatever front. So if I had my druthers,
we'd put a lot more money in here but we wouldn't want to do
anything to inh abat th e state of Neb raska's ability to
provide property tax relief on the other hand. So this is a
reasonable carrot. Thank you. I'd be glad to...

SENATOR STUHR: A l l right.

JOHN HANSEN: . ..answer any questions on the off chance that
I c o u l d .

SENATOR STUHR: Okay. T hank you, John. Are there questions
for Nr. Hansen? N one. Th ank you for being with us.

J OHN HANSEN: You b et . Th ank y ou .

SENATOR STUHR: Are there any other proponents for the bill?
Are t h er e op pon ent s . . .those wishing to testify an
opposition? Those wishing to testify in a neutral capacity?
Senato r C o n n e a l y .

SENATOR CONNEALY: Thank you, Senator Stuhr.

SENATOR STUHR: Are you wishing to close on.

SENATOR C ONNEALY:
you'd l i ke .

SENATOR STUHR: Oka y. We have o ne que stion. We were
wondering if y o u mi ght be interested in su pporting an

I ' m .
. .Just to close for questions, if
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amendment that would limit the amount to $15,000, o r is
t ha t . . .

SENATOR CONNEALY: Y e ah, I'd be able to do that.

SENATOR S T UHR:
wi t h .

.something that we might be able to work

SENATOR CONNEALY: You b et .

SENATOR STUHR: O k ay. A l l right. Than k you. All righ t,
that closes th e hearing on LB 1186, and we will open the
hear i n g on LB 1 18 7 .

LB 118

SENATOR STUHR: W e lcome, Senator Connealy.

SENATOR CONNEALY: (Exhibit 11) Thank you, Senator Stuhr.
Once again, I am Matt Connealy to open on LB 1187. This is
related to the past. bill. As we talk e d about how we
increase E-85 consumption, I came across what I would call
artificial barriers to the expansion of E-8 5 in Nebr aska.
The intent of LB 1187 is to al low retailers to purchase
alternate fuel from other retailers or other s ources. It
also intends t o allow retailers to sell alternate fuel in
their facilities. The amendment I passed out and you
probably have in your boo ks, I thi nk, wo uld cl arify
alternative fuel to be ethanol. It was brought to our
attention t hat this amendment was needed. I i n troduced the
bill as a result of hearing stories of petroleum m arketers
who were not allowed to sell E-85 under the canopy of their
franchise. Th eir company said that if you h a v e "x" brand
fuel on your canopy, you cannot sell E-85 under that canopy.
And it's a grow ing problem as this exp ands across the
country that we need to make sure that the accessibility is
for a ret ailer wh o is an affiliate with a major company,
that that major company w on't stop th a t franchisee fr om
selling this fu e l in their facilities. And we also heard
stories of how as a retailer was starting to look at E-85,
the company that supplied them gasoline said, you can't buy
that from the ethanol producer across the street or in your
state. You have to buy that ethanol from us, and we' re
going to charge you another 50 cents more for it. And so
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we' ve t r i ed
t ha t ' s go i ng
that. ought to
y ou coul d b u y

SENATOR S TUHR: Ok ay . Are there questions for Senator
C onnealy ? Sen a t o r L ou d e n .

S ENATOR LOUDEN: Y eah, Senator Connealy. Do you think this
would really w ork? I me an these major oil companies that
o wn those things and they more or less ran it out. I mean ,
I' ve seen them in our area that these people owned those
stations at one time but then usually British Petroleum come
in and redid the whole thing and everything, and I mean ,
they pretty well call the shots. I mean, we can't just pass
a law and change that to make them do it, can we? They just
won't sell the fuel there.

SENATOR CONNEALY: If the petr oleum co mpany own s the
facility, they probably won't ever sell E-85 if they don' t
have any ot her ac cess and way to make money. If i t's a
franchisee, I think that we can de clare here in Nebr aska
that a franchise agreement couldn't have that stipulation in
xt, and that we cou ld s a y that the next time you sign a
franchise agreement, that it xs not legal i n Neb raska t o
have that line xn the con tact t hat y ou have to follow
t hzs . ..that you' ll also be able to sell Ed-85.

SENATOR LOUDEN: Now can they go xn there and then just...I
mean, would that person then perhaps lose their franchise?

SENATOR CONNEALY: Well , it would not be anyone else that
would be able to use that franchise and not...and sign that
in Nebraska. Of course, it hasn't been tested in court yet

oftentimes our co mpetition i s who 's going to deliver our
product. Someone who gets their total supply from someplace
else is going to decade what's sold in our state. And I
thank that we ought to call for a wider open playing field
for ethanol that's produced right here.

SENATOR LOUDEN: We ll, I. . .yeah, I'm just kind of concerned
that some of these smaller operations around, you know, that
buy their fuel on the open market, or perhaps they' re buying
it from a major oil company or something like that, or have

to open that up so that, especially in a state
to have an abundant amount of production, that
come from Nebraska. So we also put in tha t
from another retailer.

b ut I think also we need to make sure that we watch tha t
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some type of a edge-wise franchise, as I would call i t, I
mean, it would just put them out of business. They wouldn' t
be able to get their fuel from that particular supplier. I
guess that would be my concern.

SENATOR CONNEALY: Thi s would apply t o eve rybody i n the
s ta t e .

SENATOR LOUDEN: Yea h . Ox ay .

SENATOR STUHR: Okay . Any other questions? If not, thank
you.

SENATOR CONNEALY: T ha nk y ou .

SENATOR STUHR: Y ou' re going to stay to close?

SENATOR CONNEALY: I am. I wi l l .

SENATOR STUHR: All righ t. Thos e wishing to te stify in
support of LB 1187? Welcome.

TIN KEIGHER: Good afternoon, Senator Stuhr. Ny name is Tim
Keigher. It 's K-e-i-g-h-e-r. I appear before you today in
support of LB 1187 on beh alf of the Neb raska P etroleum
Narketers and Co nvenience Store Association. I guess our
whole t h i ng w i t h t h i s b i l l i s f l ex i b i l i t y , a l l owi ng my
members the fl exibility to place E-85 where they feel is
appropriate on their property. And also the flexibility to
buy the E-85 from whichever supplier they would like. To
try to answer a question you had, Senator Louden, the major
oil companies do not own any of the stations in the state of
Nebraska. The y' re all owned by independent marketers. Now
there is o ne gr e y area, an d th a t is the Flyin g J
Corporation. Flying J is a joint venture between Conoco and
Flying J, so I don't know how you want to count that one but
like Whitehead Oil, those stations are owned by Nark and Bus
Whitehead. They do have some dealer accounts, so not all of
the Phillips stations i n the Lincoln market are owned by
Whitehead Oi l bu t seve r a l of t h em ar e a l so sup p l i ed by
Whitehead Oil . I guess that's pretty much my testimony is
we )ust feel that we should have the flexibility to put this
where we want on our property and n o t be dic tated b y a
contract. So with that I would be happy to answer any
q uest i on s .
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SENATOR STUHR: Okay. Are there any questions for Tim?
T his is almost a record day to have support of two bill s .
( Laughte r )

TIM KEIGHER: I got tired of Julia beating me over the head.

SENATOR STUHR: Excuse me, but I had to say that. Senator
Louden .

SENATOR LOUDEN: Well, who own s those Bri tish Pe troleum
stations that a re going up all over the western end of the
state? Do the guys themselves own th e m or Briti sh
P etr o l e u m ?

T IM KEIGHER: Th e i n d i v i du al s , ye s .

SENATOR LOUDEN: How come , then , as soo n as Bri tish
Petroleum gets them, the price of fuel went up on them?

T IM KEIGHER: Well, it depends on who the marketer i s tha t
owns them, w hat th eir pr icing p h ilosophy is. It also
depends on what price that individual station is paying for
the fuel f rom ei ther th e distributor, if they' re buying
through a distributor, or directly from BP.

SENATOR LOUDEN: O k ay, but BP doesn't own those facilities?

TIM KEIGHER: To my knowledge, no.

SENATOR LOUDEN: O kay . H ow about the Con oc o fac i lities
t hen o u t t he r e ' ?

TIM KEIGHER: To my knowl edge, ot her than the Flying J
Corporation, every retail gasoline facility owned in the
state i s owned by individual marketers and their franchise
agreements. Some of them are owned by people from Kansas or
Iowa, but none of them are owned by a major oil companies
d i r e c t l y .

SENATOR LOUDEN: By the major oil companies that's got their
s ign u p on t h e . . .

TIM KEIGHER: R ight. It 's all franchise agreements.
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SENATOR LOUDEN: Ok a y . Th ank y ou .

TIM KEIGHER: U m-hum.

SENATOR STUHR: Are there any other questions? Thank you.

TIM KEIGHER: Thank you.

SENATOR S T UHR:
Welcome.

STEVE SORUM: Thank you, Senator Stuhr and members. Steve
Sorum, S-o-r-u-m, Nebraska Ethanol B oard. My te stimony
would be largely redundant. One point I would make is that
I spoke w ith a g asoline dealer here in town today. Their
concern is that their supply agreements, as a part o f thi s
franchise agreement, limits them to buying ethanol or any
other product that they' re adding to their product line from
that supplier. As such, in this case it was a Phil lips
dealer. Phillips tells the local gasoline station, yes, you
can sell E-10 or you can sell E-85; however, you have to buy
the ethanol from us . We will fix that price. And that
price tends to be the spot price, which if one un derstands
the way ethanol is marketed, is typically 20, 30, or as much
as 50 or 60 c ents higher than the contract price at which
that ethanol was purchased by the oil company. That puts
the retailer a t a h uge disadvantage, and that xs the very
thing that thzs bill attempts to get to is to give that
local dealer the fre edom to go out and buy ethanol from
whomever he or she cho oses at a price th a t is more
reflective of the tr u e market price rather than the spot
price, which xs not indicative of what the product is moving
for. So with that, I would reiterate the Et hanol B oard's
support of thxs bill, and I thank you very much.

SENATOR STUHR: Okay . Th ank you. Are there questions for
Steve? If not, thank you very much for coming today. Other
p roponent s ?

JOHN HANSEN: Again, Vice Chair Stuhr a nd mem bers o f the
Committee, for the record my name is John K. Hansen. It is
still John K. Hansen. It is still spelled H-a-n-s-e-n. It
xs Friday afternoon. My r emarks will be short. This bill
is a very simple bill, yet I think i t would hav e a very
positive impact o n the dea ler opportunity to access more

.for coming t oday . Next proponent?



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 1187Committee on Natural Resources
F ebruary 1 0, 200 6
Page 57

product, more p roduct officially, and provide more
competition in th e marketplace. I do have some experience
as a former Phillips 66 dealer myself in my former life, and
would tell you that the franchise agreements will yank your
chain just about a s much as they think they can get away
with. And so I salute the Petroleum Ma rketers for
supporting thxs ball. It d oes give them more choice, more
opportunity, and I think xt's an appropriate for the state
of Nebraska for us to say that in our state, here's how we
do business. So with that, I would close an d be glad to
answer any questions if I could.

SENATOR STUHR : Are there any questions for Mr. Hansen?
None. Th a n k you . . .

J OHN HANSEN: Tha n k y ou .

S ENATOR STUHR: . . .for bexng here today. Other pr oponents?
Welcome, Senator.

LORAN SCHMIT: Sena tor Stuhr, members of the Committee, my
name xs Loran Schmidt, and I appreciate this opportunity to
testify today in support of the bill. You' ve heard all the
arguments that I concur with, and I believe that the m a rket
would be we l l re presented b y pas sage of the bill. Any
questions for me to answer?

SENATOR STUHR:
Schmit ? Non e .

L ORAN SCHMIT : Th ank y ou .

SENATOR STUHR: Tha nk you for being here. Are there other
proponents? Those wishing to tes tify in oppos ition?
Welcome.

GORDON K I S SEL : I ' m f i l l i ng i n
o pposzt xon s ad e t o d a y . ( Laughte r )
right, would it?

SENATOR STUHR: I expected as much.

GORDON K ISSEL : Senato r Stu hr, my name is Gordon Kessel,
G-o- r - d - o - n K- i - s - s - e- l , registered lobbyist for the
A mer>can P etroleum Institute in opposition to LB 1187. T h e

Okay. Are there an y qu estions of Mr.
T hank y o u .

for Tim Keigher on the
It just w ouldn ' t be
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reasons for were in the questions that Senator L ouden had .
W e do think it is a private contract, business contract. I
would Iust say that we understand their concerns when the
marketeis come in and support this. We understand they want
flexibility, but there are some benefits that they gain from
having those kind of rela tionships with us, and we would
continue to encourage them to have that. I would jus t ask
you, would you be as supportive or as opposed to the bill if
I hap pened to represent the McD onald's f ranchises of
hamburgers and we had a dealer come in a say, we don't want
to sell r ound ha mburgers anymore? We wan t to sell the
square ones that Wendy's has. There are reasons for those
kind o f sti pulations i n our agreements with the local
franchises, and we would still oppose the bill.

SENATOR STUHR: O k ay. Th ank you. Are th ere ques tions of
Mr. Kissel? If not, thank you for coming today.

GORDON KISSEL: Thank you.

SENATOR STUHR: Are t here any others wishing to testify in
opposition? Those wishing to testify in a neutral capacity?
Senator Connealy, would you like to close?

SENATOR CONNEALY: Thank you, Senator Stuhr and members. I
appreciate your at tention t o these et hanol i ssues on a
Friday afternoon. We want to increase the consumption of a
Nebraska-grown product that's good for our economy and good

f or a n y qu e s t i on s .

SENATOR STUHR: Are there questions? S enator Kremer.

SENATOR KREMER: 1 have one comment. We as a committee was
in northern Nebraska, and we went down the Niobrara River
last year, floating downstream. And I was just thi nking
some of our oppo sition here has bee n going ups tream,
paddling so hard, and I see them paddling a little less hard
but it would be nice if they' re just turn their boat a round
and just float do wnstream. The y would enjoy it so much.
( Laughte r )

SENATOR CONNEALY: W hen we offer them a tax break an d this
and that, it brings them around, so that's good.

for our environment at the same time. I would close and ask
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SENATOR STUHR: Okay. Oh. Se nator Louden.

SENATOR LOUDEN: Yeah, I'd like to make one comment, Senator
Connealy. I 'm for ethanol. And my concern is that are we
going to get there anyway with a lot of legislation? And do
we have to be careful on some of this legislation w e p a s s
that we don 't hu rt some of our small suppliers out in our
rural areas that perhaps have two or three stations up and
down in a couple of three towns, or something like that? So
that's kind of where my concern is. I think ethanol is a
good thing. I would like to see ethanol plants t o be a
price driver, so that they' re not a price follower. I think
that's their niche, they should be, is to raise the price of
corn not just to get rid of corn tha t we can't sell
someplace else. So I thank you for bringing t h i s f or wa r d .
I ' l l su pp o r t wh a t I c an of i t .

S ENATOR CONNEALY: Th a nk y ou , Sen a t o r L oud e n .

SENATOR STUHR : Yes, tha nk you , Natt for . ..thank you,
Senator, for bringing these bills. Y ou' ve been work in g on
ethanol with many of us for years...

SENATOR CONNEALY: T h at's right.

SENATOR STUHR: .. .so we' ll continue to do so.

SENATOR CONNEALY: Than k y ou .

SENATOR S T UHR: So than k you. W i th that, that closes the
h ear i n g on LB 1 187 .


