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

Natural Resources Committee
March 09, 2011

[LB587 LB626 LB653]

The Committee on Natural Resources met at 1:30 p.m. on Wednesday, March 9, 2011,
in Room 1525 of the State Capitol, Lincoln, Nebraska, for the purpose of conducting a
public hearing on LB587, LB626, and LB653. Senators present: Chris Langemeier,
Chairperson; Ken Schilz, Vice Chairperson; Tom Carlson; Mark Christensen; Annette
Dubas; Ken Haar; Beau McCoy; and Jim Smith. Senators absent: None.

SENATOR LANGEMEIER: Good afternoon and welcome to the Natural Resources
Committee. My name is Chris Langemeier; I'm the Chairman of the committee. I'd like to
thank everybody that is here in the audience to participate, as well as those that are
watching us on-line and on closed-captioned TV. I'd like to introduce the committee
members; we are going to be short a few because there are bills going on in other
committees. I'd like to start to my far left, or your right; we have Senator Jim Smith from
Papillion. Then we have Senator Ken Haar from Malcolm. And then we have Senator
Mark Christensen who has a couple of bills in Judiciary and two in Government and
then one here; he'll be in and out, from Imperial, Nebraska. Then we have Senator
Schilz who is also in another committee right now; he's also the Vice Chairman of the
committee. Laurie Lage is the legal counsel for the Natural Resources Committee. And
to my immediate right or your left, Senator Annette Dubas will be back with us
momentarily; she is from Fullerton, Nebraska. And then we have Senator Tom Carlson
who even brought his own name tag there, is from Holdrege, Nebraska. And then to be
here shortly we have Senator Beau McCoy who is from Elkhorn or west Omaha. And
then at the very end we have Barb Koehlmoos who is the committee clerk. As you come
forward, if you have anything to hand out, please give it to her as you come forward. We
have a page that has been with us all year; we have Kate DeLashmutt from Burwell,
Nebraska. She is a senior member at UNL. If you're going to testify today, in the corners
of the room you'll see these green sheets. We ask that you fill it out in its entirety; when
you come forward if you would give that to Barb, it helps us keep a clear and more
accurate record of today's hearings. If you're here and you want to be on the record of
having an opinion, but you don't care to testify, there's also kind of a
spreadsheet-looking form in the corners that you can fill out and tell us whether you
support or oppose a particular bill. You don't have to do both. When you come forward
we ask that you say and spell your name, first thing, so we can get you in the computer
and keep an accurate record of today's events. We ask that you have 12 handouts, if
you're going to hand something out that you have 12 copies. If you know right now that
you're short some copies, please raise your hand and Kate will come help you get the
additional copies. The other thing is, we ask if it's something you want us to see, if you
hand it to us to look at, we're going to keep it for the record; you will not get it back. So if
you have a photo, a family photo, the farm operation, whatever it is that you want to
keep, we ask you show it to us from the table and then allow yourself for the senators to
come look at it after the hearing has completed. At this time I'd ask that you all look at
your cell phones and make sure you turn those off or to vibrate so we don't disrupt
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those that care to testify before us today. In the Natural Resources Committee we do
use the light system. We give each testifier five minutes. You'll get...the green light will
come on when you start and it will last for four minutes. When the yellow light comes on,
that's your one-minute warning. And when the red light comes on we ask that you
conclude so we can...open yourself up for questions from the committee. At this time we
are...changing things a little bit, Senator Nordquist and Mello had a conflict so they're
going to switch roles so we are going to start with LB626 and then we'll go back up and
pick up Senator Nordquist's LB587. So Senator Mello, you're recognized to open on
LB626.

SENATOR MELLO: (Exhibits 1, 2, and 3) Thank you and good afternoon. Chairman
Langemeier, and members of the Natural Resources Committee, my name is Heath
Mello, H-e-a-t-h M-e-I-I-o0 and | represent the 5th Legislative District which includes
south Omaha and Bellevue. Electronic waste, or e-waste, is the fastest growing
municipal waste stream in the country, particularly in regards to the outdated computers
and televisions. The U.S. Environmental Protection Agency estimates that in 2008 the
United States generated more than three million tons of e-waste, about 85 percent of
which ended up in landfills. In that same year, only 18 percent of discarded computers
and televisions were recycled. While virtually all major electronics manufacturers have
voluntary take-back programs, such programs are limited in their scope. The topic of
electronics recycling is by no means a new one for the Natural Resources Committee.
In 2008, then Senator Don Preister introduced LB986 which advanced unanimously
from the committee and passed the Legislature with 44 votes, including the votes of all
four current committee members who were in the Legislature at the time. Despite this
overwhelming support in the Legislature, the bill was vetoed by Governor Dave
Heineman after adjournment, so there was no opportunity to override. Two years ago |
introduced LB644, essentially a reintroduction of LB986 which failed to advance from
committee. Since 2003 when California enacted the nation's first electronic recycling bill,
23 other states have passed electronics recycling laws. With the exception of California,
these laws have generally filed what is known as a producer responsibility model. Prior
to the enactment of these laws, the cost of e-waste disposal fell almost exclusively on
local governments and property taxpayers who were left to deal with the hazardous
materials and electronics being dumped in city and county landfills. LB626 also follows
the producer responsibility model in order to help maintain a uniform system of laws
among all states that have passed electronics recycling legislation. LB626 would require
each manufacturer of electronic devices who sold at least 500 units in Nebraska to
certify with the Department of Environmental Quality the number of units sold in
Nebraska in the previous calendar year. A tiered-fee structure would be established for
manufacturers based on the quantity of electronic devices sold in Nebraska. Smaller
manufacturers would be exempt from both the reporting requirements and paying fees.
Likewise, the fee is reduced by 50 percent for any manufacturer that certifies that more
than 60 percent of the electronic devices they sold in the state were recycled. Fees
collected would be credited to the Waste Reduction and Recycling Incentive Fund and
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would be used to award grants to assist the creation of jobs in electronics recycling
industry; the infrastructure development, education, and information about electronics
recycling and the collection, transportation, and eventual recycling of these electronic
devices. During the debate on LB644 two years ago in this committee, concerns were
brought up by the committee about the fee structure. In response to those concerns, the
fee structure in LB626 has been cut in half from a top tier of $20,000 to only $10,000
per year per manufacturer. Unfortunately, due to an error in drafting by my office,
language in Section 5 of the bill provides for a fee of $1,250 for manufacturers selling
between 25 and 250 units, for those same manufacturers do not have to report their
sales to the Department of Environmental Quality. My office has also been approached
by the Nebraska Retail Federation about potential changes to that section. I'm more
than happy to work with both the Retail Federation and the committee to clean up that
language in the bill. In addition to the fee structure, the bill provides two possible
alternative funding streams for the committee to consider. First, Section 7 would require
all electronics recyclers to pay an annual fee of $50 to help fund the program. The
committee should have received a copy of AM687 which provides for a definition of
recycler under the act. With this amendment it should be clear that only electronics
recyclers and not all recyclers have to pay the $50 registration fee. The bill also
contains a provision requiring the Department of Environmental Quality to apply for
grant funding through the Nebraska Environmental Trust to help potentially fund
electronics recycling. Given the multitude of discussions that the committee has already
had regarding the Environmental Trust this session, | know that this funding is by no
means a sure thing. | do, however, still want to include that language as a possible
alternative funding source. LB626 also provides for a statewide ban on the disposal of
electronic devices containing cathode ray tubes, CRTs, beginning on July 1, 2016. Prior
to the enactment of this ban, however, the bill would require the Department of
Environmental Quality to provide the Legislature with a report on the development of the
electronics recycling industry's infrastructure. This CRT ban will be helpful...will help fuel
the demand for electronics recycling while the report will ensure that the necessary
infrastructure is in place statewide before the ban goes into effect. For an example, this
approach working at the local level, the city of Lincoln's municipal code currently
provides a landfill ban on all electronics on businesses...for businesses, I'm sorry. While
many recyclers would prefer a complete ban like the city of Lincoln's, | feel that banning
CRTs, which are some of the most hazardous electronics components, represents a
reasonable first step to incentivize the development of the electronics recycling industry
and infrastructure. One of the common arguments against electronics recycling
legislation in Nebraska is that the bill will increase the cost to consumers and more
recently the claim has been made that LB626 somehow constitutes a hidden tax on
electronics manufacturers. As someone who has consistently opposed tax increases in
the Legislature, | take great exception to that characterization. Simply put, Nebraska
consumers are already paying the price of electronics recycling programs in other
states, but they are not seeing any of the benefits. If you travel to neighboring states,
the neighboring state of Missouri which has passed an electronics recycling law, the
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price of electronic devices will closely mirror the prices in Nebraska. LB626 will allow
Nebraska consumers to take advantage of these programs rather than just paying for
the programs in 24 other states and seeing no benefits. Besides paying for the other
states' electronics recycling programs, Nebraskans also continue to pay higher property
taxes to cover the landfill costs that would be eased through LB626. The bill also
represents an opportunity to create green jobs through development of the electronics
recycling industry in Nebraska. Throughout the state many small businesses specialize
in recycling, but when it comes to electronics these businesses do not have much of an
incentive to expand in that area. There's an untapped potential in Nebraska's
electronics recycling industry, but the lack of recycling education and statewide
infrastructure is currently holding us back. Throughout the interim and in the process of
drafting LB626, my office tried to reach out to as many of the interested parties as
possible to create a solid framework for electronics recycling legislation for this session.
Since the bill was introduced, several potential amendments have been brought to my
attention. Given the late hearing date and the fact that we are in the first of a 2-year
legislative cycle, I'm hopeful that we can continue working with the committee and
interested parties between now and next session to come to a workable framework and
finally enact an electronics recycling program for the state of Nebraska. Thank you for
your time and | would be happy to answer any questions you may have. [LB626]

SENATOR LANGEMEIER: Very good. Are there any questions? We'll start with Senator
Carlson. [LB626]

SENATOR CARLSON: Thank you, Senator Langemeier. Senator Mello, would you
explain the fiscal note? Do you have it? [LB626]

SENATOR MELLO: | will do my best, Senator Carlson. Essentially, the fiscal note was
broken down, if you see the legislative fiscal note, is broken down by the electronics
recycler registration, the potential for Environmental Trust funding, the manufacturer
registration fees, and then there are some components that discuss a little bit more in
regards to a reduction of fees that would be paid by manufacturers if they recycled 60
percent of their products in the state, as well as the administrative expenses and grant
program that the Department of Environmental Quality feels they need to administer
and run the program. So, looking at the fiscal note right here, we specifically wanted to
make sure that by no means because we understand that there's no need to over, |
would say, collect more fees than are necessary to enact this program and to provide
for the development over a five-year period statewide; that we also have in the bill that
the department shall have the flexibility to administer and make changes on the
manufacturer fee registration to make sure that there is a certain amount of money in
the fund each year to help build that statewide infrastructure that we know is going to be
needed for the second component of the bill regarding the CRT ban. [LB626]

SENATOR CARLSON: Well the 2011/2012 year looks good, but then you go to the




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

Natural Resources Committee
March 09, 2011

2012/2013 and it appears that the expenditures are $55,000 more than projected
revenue, so then you assume, well, that's not going to be any different the next year or
the next year. So in your mind, do you think that that's somewhat ballpark figure that it
may be $55,000 short each year? [LB626]

SENATOR MELLO: You know, once again the way the bill is drafted it...the agency
estimates that they would provide a certain amount of funding each year in grants. Now
that doesn't mean that they will provide that amount of money. It was their estimate of
$1.2 million from the Department of Environmental Quality. With the additional revenues
that are generated in 2011/2012, that provides a cushion even if this program was in
existence for five years prior to the CRT ban. If you have that $50,000 expenditure more
than the revenue you're bringing in, do you still have a significant amount of cash funds
that are available that are generated the first year of the program? Because the
understanding is that it's going to take a little time that first year to establish the rules
and regulations to be able to award the grants. So they will be collecting revenue while
they will more than likely be always a year behind which...by just looking at the fiscal
note, that's roughly, give or take, 12 years worth of additional funding at $50,000 more a
year to provide for the grant program. [LB626]

SENATOR CARLSON: Okay. Thank you. [LB626]
SENATOR LANGEMEIER: Senator Dubas. [LB626]

SENATOR DUBAS: Thank you, Senator Langemeier. Thank you, Senator Mello. You've
touched a little bit on some of the questions I'm going to ask you, but one being, we do
this recycling, do we have a market for the components that are being recycled? And is
that one of the challenges we have in developing an effective recycling program for
these types of components? [LB626]

SENATOR MELLO: Well I...that's a, Senator Dubas, that's a great question and yes we
do have a challenge in part in regards, | think, everyone on this committee understands
that when government takes action in regards to certain environmental and/or economic
regulations or changes, so to speak, in existing regulations, that always changes the
market. And right now with no banning of CRTs or electronic devices in city and county
landfills, that hampers the ability to create a, | think, a larger market for electronics
recycling in the state right now. Right now it's purely based on whether or not you as a
consumer choose to look through, get on-line, or look through the Yellow Book, so to
speak, or Yellow Pages, to see if there is an electronic recycler in your community and
that's purely left up to you if you want to decide if you want to recycle that product.
Otherwise, most people are taking it just to their landfill, which, talking with, | think, the
League of Municipalities or NACO you will find that there are challenges with that
because by the end of the day property taxpayers are paying for those costs of the
landfills. So the opportunity, | think, that comes with LB626 is twofold. One, by using the
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producer responsibility model it's a partnership between the manufacturers, which
primarily, | think, most of us in this committee understand that most...a super majority of
these manufacturers are multinational corporations located in Asia, of having them help
pay for...ultimately take part responsibility for the products that they are producing on a
very fast basis so that property taxpayers at the end of the day aren't left holding the
bag for all of this recycling cost. And in the meantime between shifting some of the
responsibility away from property taxpayers to the manufacturers who are producing
these materials, you see the actual electronic recyclers step in and help provide that
new market of taking your products, essentially demanufacturing those products and
then selling the products, if they're able to sell them and/or disposing them in an
environmentally safe way. [LB626]

SENATOR DUBAS: Thank you. And do you see...my second question would be, do you
see what your bill is putting forward, especially as you get into more rural areas of the
state, we have less availability of finding a place to take our electronic recycling? You
know, | can take some of mine to Grand Island; I've brought a lot of it to Lincoln. And,
you know, I've paid a price for it and | don't have a problem paying for that, but again, as
you get out into the more rural areas, we don't have the available sites or places to take.
| know there are some communities who have undertaken such efforts; Alliance is one
that has a great program. But will this bill help deal with the more rural areas of the state
as far as helping them have a place to take their recyclables to? [LB626]

SENATOR MELLO: Senator Dubas, that was one of the main issues, actually, that we
explored over the last year as we were redrafting LB626 from the previous bill that
passed the Legislature, was trying to ensure that this was an equitable program
statewide, because the fact is, we know that there is electronic recyclers, businesses in
the Omaha-Lincoln area, as well as a few other cities around the state, but if, for
example, you go to Arthur County, where can you recycle your television or your
computer monitor? And the point is and the hope is that with tying in the CRT ban, it
provides us a five-year window to be able to develop that infrastructure statewide with
the understanding that Nebraskans know that these kind of products will
eventually...they won't be able to toss them in their landfill. Once again, the rules and
regulations component of this still is rested with the Department of Environmental
Quality. Something we looked at, and in some of the other legislation you were provided
a map of the other states that have passed this. The state of Wisconsin, and it's a
concept that while it's not in LB626 it's something that we considered and | would be
more than willing to share that information with the committee. The state of Wisconsin
which is predominantly rural state, surprisingly, had a provision in there, electronics
waste, or e-waste legislation that allowed the provided manufacturers, as well as the
program itself, to provide a little bit more focus on the rural counties where they knew it
was going to be tough to create that infrastructure. So whether it was larger grants that
were given to these counties to help ensure that there were...that there was an
electronics recycling business in the area, and/or a public/private partnership with the
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city/county and the business to help take care of it. That's something that we
considered. It's not in LB626. I'd be more than willing to provide the committee that
information, but that was something we learned through this process over the last year
that helped the state of Wisconsin meet some of their challenges with trying to ensure
that this was an equitable concept statewide, not just in your metropolitan areas or your
localities that have a sizeable amount of population. [LB626]

SENATOR DUBAS: Thank you. [LB626]
SENATOR LANGEMEIER: Senator Haar. [LB626]

SENATOR HAAR: Do we...are there assurances in the bill so that a recycler would not
just take these and maybe ship them to China or something else? [LB626]

SENATOR MELLO: Senator Haar, that's a very good question. And part of...I would say
that there are some assurances, but probably not assurances that we know are one of
those outstanding issues that we left, | would say, left unaddressed right now with the
understanding that this would be a working issue hopefully for the Natural Resources
Committee. There's a significant amount of information publicly about e-waste and
electronic waste where recyclers essentially collect this waste and then ship it overseas
for, essentially, a business model purpose, to be able to get away and move away from
any of the environmental regulations that the United States has, as well as trying to ship
the costs with their labor practices overseas. | think that's an issue that we would want
to make sure that is addressed in this legislation. There's one component that deals
more with labor practices and ensuring that businesses that receive grants from this
program that they cannot hire prison labor, so to speak, or people or Nebraskans who
are currently in the Department of Corrections. It's a...it's language that is used in many
other states to ensure that you're not using, essentially, state labor, state subsidized
labor through the Department of Corrections to help enact these programs. But to your
main question, | would say that that's in a part of the bill that could be strengthened to
ensure that the electronic recyclers in Nebraska follow a model. Something else that
ties closely to and we received some feedback on, the registration fee for electronic
recyclers and itself since right now they do not pay a registration fee. And in part, the
fee in itself is to help finance the program which essentially these companies would
return the fee, will receive the fee back. But the bigger question is, we...as we continue
to analyze this bill is that there's not probably as much regulation over electronics
recyclers in general in the state knowing that they deal with extremely hazardous
materials and are ultimately held liable for these hazardous materials that they deal
with, with the recycling of televisions and computer monitors and a host of other
electronics that have dangerous components. So that's something else that's not
addressed in the bill which has come up to our attention as well that whether it's through
the Department of Environmental Quality which would more than likely be the state
agency, we need to revisit the issue of how we regulate electronic recyclers similar to
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how we regulate other industries that deal with hazardous waste to make sure that
we're being equitable in regards to their regulation and oversight, particularly regarding
public health purposes. [LB626]

SENATOR HAAR: Yeah, because | mean, | care about the people who are doing this
demanufacturing, but also some of these things just get in the environment and affect
us all. And that's why | think your bill is really important. [LB626]

SENATOR MELLO: Thank you. [LB626]
SENATOR LANGEMEIER: Senator Christensen. [LB626]

SENATOR CHRISTENSEN: Thank you, Chairman. Thank you, Senator. In waste
management, people talk to you, | see they have a proposed amendment. [LB626]

SENATOR MELLO: Uh-huh. [LB626]
SENATOR CHRISTENSEN: What did you think of their language? [LB626]

SENATOR MELLO: Um, you know, I...Waste Management...once again, they were one
of the many groups that we had worked with over the interim. There are some changes
that they had suggested, some further changes. I'm more than willing to look at the
various changes that have been proposed, not just to my office, but I think the
committee has also received some correspondence from some other organizations. The
Nebraska Retail Federation has some suggested changes as well. | think the bigger
guestion, Senator Christensen, is the fee structure component. | mean | understand that
there is some technical components and changes that | think we can find common
ground on with the committee and the Legislature, but at the end of the day | think the
qguestion is who ultimately will pay for the disposal of electronic devices in the state?
And currently right now property taxpayers are paying for that disposal. And the
guestion is whether we should look to develop a fee structure similar to other states
where we bring in the manufacturers to help cover some of the costs of their products.
So I'm more than willing to look at and consider, and | imagine the committee will too,
Waste Management's proposals. They've been a good partner in this process of trying
to identify changes to make the bill a better piece of legislation, a better public policy.
[LB626]

SENATOR CHRISTENSEN: Thank you. [LB626]
SENATOR LANGEMEIER: Senator Haar. [LB626]

SENATOR HAAR: Since we're getting to the 11th hour and 59th minute for priority bills
and stuff, do you see this as being a priority bill or just as we think about this and hear it
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today that's going to make a difference in the questions | ask. [LB626]

SENATOR MELLO: Senator Haar, | would hope to see this as a priority issue for the
committee to continue to look at. | think that some of the conversations I've had with
Senator Langemeier as the Chair, that | think there are still a lot of components of this
bill that we have to get worked out in the sense of trying to bring sometimes opposing
entities together to see where we can find common ground. So right now this is not
going to be my priority bill. And as far as I've talked to other senators, I've encouraged,
because of the late date, not to make this their priority bill right now. But the point being
is that this is going to be a priority to find the solution to the problem because it is a
statewide problem and it's only growing every year we don't do anything about it. And at
the end of the day property taxpayers are being left to pick up the tabs for our inaction
on this issue. [LB626]

SENATOR LANGEMEIER: Senator Mello, | just have one question, mainly because you
and | have talked about this quite a bit, and it's sparked from Senator Dubas' comments.
In rural Nebraska as we don't have the opportunities, maybe, to have this recycling, we
do have a lot of roadside ditches. And | know my county and other counties have a big
issue with picking up couches and refrigerators and whatnot on county road ditches. I'm
a little fearful the ban is just going to make that mushroom out of control as they may be
throwing it in their dumpster... [LB626]

SENATOR MELLO: Uh-huh. [LB626]

SENATOR LANGEMEIER: ...and then the trash guy picks it back out and sets it on the
curb and takes the rest of the trash and leaves it. I'm a little fearful that Saturday night
we get a six-pack of beer and they go out and dump it like they do the couch and the
other stuff. Is that a fear? [LB626]

SENATOR MELLO: That, Senator Langemeier, that was a significant fear in regards to
adding the additional component to this legislation. That wasn't in the previous bill that
passed or the bill | introduced two years ago. And the way that we chose to try to
provide, | think, a commonsense approach to that roadside ditching issue that comes
with electronic waste is that the ban would not take effect for five years, giving the bill
and the infrastructure development through the program four years to be able to provide
those grants across the state to build up infrastructure with the city and county
governments and the private sector. And the department is required to report back to
the Legislature a year prior to the ban taking full statewide effect to provide us on
whether or not the infrastructures are available to do that or whether or not roadside
ditching would be a major concern because a majority of rural counties don't have the
appropriate infrastructure they need to be able to take in electronic waste which would
provide us, as the Legislature, the ability to delay the ban. Ideally | don't think it would
be wise to strike it, but we could delay the implementation of the ban to ensure more
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appropriate time and resources are given to local governments and to ensure that that
infrastructure is put in place. That was kind of a compromise that was developed in
conversations with NACO, the sense that | fully appreciate, understand the concerns of
roadside ditching and being able to do a delayed implementation on the ban and then
revisiting the ban before it actually comes into effect to ensure the bill accomplishes
what it is supposed to accomplish which is to build that infrastructure to handle this
massive amount of electronic waste across the state. If it's not there, then we can delay
the ban. [LB626]

SENATOR LANGEMEIER: Sure. Are there any other questions? Seeing none, thank
you very much. [LB626]

SENATOR MELLO: Thank you. [LB626]

SENATOR LANGEMEIER: Appreciate it. You have heard the opening on LB626. We
will now take those that would like to testify as proponents, or in support. Welcome.
[LB626]

GARY KRUMLAND: Senator Langemeier, members of the committee, my name is Gary
Krumland, G-a-r-y K-r-u-m-l-a-n-d, representing the League of Nebraska Municipalities
appearing in support of LB626. As you know, cities across the state get involved with
both landfills and with the recycling because of the mandates imposed on them to
handle solid waste within their jurisdictions. And as Senator Mello mentioned, electronic
devices are a major concern recently. They are an increasing problem for handling this.
And so we support any effort that would be out there that the Legislature could work on
to help develop a statewide program to deal with electronic devices to help recycle them
so they don't go into the landfill. There's probably many of the landfills across the state,
and | don't know if it's a majority, but many of them already ban electronic devices from
them, like Senator Mello mentioned, the city of Lincoln. And it's usually in areas where
there are at least alternatives to handle the electronic devices. But we would be
concerned with the ban without the program in place, so we're hoping that there will be
a good program so it makes it easy to...for citizens to recycle their electronic devices so
that they don't have to go into the landfill. And | even have in my notes what you're just
talking about, without a program that makes it easy to recycle and a ban on the landfill,
they do end up in the ditches and become even a bigger problem. At least in the landfill
they're built to handle it so that the leakage and things does not get into the water. And
if they're just dumped on the side, that's no longer there. But the solution, we think, is a
statewide program so it makes it easy for the citizens to recycle their electronic devices.
[LB626]

SENATOR LANGEMEIER: Very good. Senator Haar. [LB626]

SENATOR HAAR: From the League's viewpoint, is the major problem space or health

10
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or both? [LB626]

GARY KRUMLAND: It's probably a little bit of both. | mean, space is always a problem,
but electronic devices are even a more of a problem because of some of the metals and
the makeup of the devices probably are more hazardous than other types of solid
waste. And saying that, that...with the certified landfills and things, they are probably the
best place to put them without an alternative for recycling, but if we had a better system
to handle that, that would be the better solution. [LB626]

SENATOR LANGEMEIER: Senator Christensen. [LB626]

SENATOR CHRISTENSEN: Thank you, Chairman. Thank you. Do you think it's
possible if communities didn't have a recycler come to town that the city could have a
designated spot to drop these off and then have a recycler come pick them up? [LB626]

GARY KRUMLAND: | mean that's the way a lot of recycling is done right now. And cities
even do have special days where they take electronic devices or hazardous materials to
handle that way. But if you do it once or twice a year and someone misses that, it's hard
for that. So if we could get a regular program in place, | think. [LB626]

SENATOR CHRISTENSEN: | agree with a regular program. But say, just like we have a
current dump facility, or, you know, a place to take the solid waste, could you have a
separate place where they could just drive over 24/7 and dump it? [LB626]

GARY KRUMLAND: Yeah, | mean if...yeah, if there were a place for the operator to be
able to get rid of it or to send it someplace else... [LB626]

SENATOR CHRISTENSEN: Because that's one of the few ways | can see making this
work in outstate is then the municipalities... [LB626]

GARY KRUMLAND: Uh-huh. [LB626]

SENATOR CHRISTENSEN: ...are going to have to have a location that's convenient to
the public to have access to go leave it. | would take mine there and leave it if | could,
but if | have to catch a certain date, I'm like you, | maybe can't. [LB626]

GARY KRUMLAND: Yeah, and that's what is happening. And that is a model that some
of the cities are already using for their recyclables that...and where certain types of
waste is that they have a temporary area where people bring it and they then take it to
the proper place. So, yeah, | think that part could work. [LB626]

SENATOR CHRISTENSEN: Okay, thank you. [LB626]
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SENATOR LANGEMEIER: Any other questions? Seeing none, thank you very much for
your testimony. Further testimony in support of LB626. Welcome. [LB626]

RICHARD HEDRICK: I'm Richard Hedrick, H-e-d-r-i-c-k. I'm for bill LB626. I'm a recycler
from long ago. | was working for the state for 50 cents an hour. Had a friend, he had
retired from the telephone company and he got telephones and we recycled them and
got 50 cents a pound for the copper. Each telephone had two magnets, electromagnets
in it with a lot of copper. Today, | don't...VCR has motors about the same size, but
they're mostly steel. My son has a garage pretty well filled up with VCRs. He was fixing
VCRs before they got so cheap he couldn't fix them and put him out of business and he
was going to fix them and now they're not worth anything. | did find a recycler that would
pick them up. I'm not sure what he would do with them because they're mostly steel and
some aluminum. And so the problem now is not...for what you're going to get out of
them is a problem. The labor is too high, $7 for minimum wage. Any questions? [LB626]

SENATOR LANGEMEIER: (Exhibit 4) Very good. Are there any questions? Seeing
none, thank you very much for your testimony. Further testimony in support of LB626. |
do have a letter of support from Scott Cassel with the Product Stewardship Institute in
Boston, Massachusetts, has a letter of support. We will now move to opponents, those
that would like to testify in opposition to LB626. Welcome. [LB626]

THOR SCHROCK: Thank you. Senator Langemeier and committee. My name is Thor
Schrock and I'm the owner of the Schrock Innovations Computer Company. I'm not a
multi... [LB626]

SENATOR LANGEMEIER: | need you to say and spell your name for me first. [LB626]
THOR SCHROCK: Oh, | apologize, Thor, T-h-o-r, Schrock, S-c-h-r-o-c-k. [LB626]
SENATOR LANGEMEIER: Thank you. [LB626]

THOR SCHROCK: Not a multinational corporation, not based in Asia, based right here
in Lincoln; started my company here 11 years ago. We're blessed with an amount of
good fortune and keeping pride in check, a little bit of ingenuity, hopefully, but we've
expanded into Omaha. And one of the things we do for our customers and we sell
computers and repair computers, is we recycle components at no cost for those
customers. It's a pain in the rear for customers to simply bring in a used computer or a
monitor to our service center. On average we will recycle maybe four computers a day
and three to five monitors, CRT monitors a week. We see fewer CRTSs coming in now
because there are fewer of them out there anymore. They're not as large of a
component of the waste stream as they used to be. But LB626, | believe, represents
good intentions, our best intentions as Nebraskans, but it's hard to find anyone that's
going to argue that it's a good thing to throw CRT monitors in the landfill, you know, no
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one is going to say that. Or it's a good thing that we bury these computers under dirt
and forget that they exist. But despite the good intentions of LB626, this bill is going to
unleash a hoard of unintended negative consequences. It's going to damage local
companies like mine, like other local companies in town. It's going to eliminate private
sector jobs; it's going to impose hidden taxes that will hit every consumer in Nebraska.
LB626 is branded as a job creation bill, however, as we've seen with the recycling
programs in California and Wisconsin, these programs consistently operate at a cost
over what they bring in. In fact, Senator Walker's famed budget bill is actually cutting
funding completely for local municipalities for grants to recycle e-waste. They can't
afford it; it's too expensive. And | don't want to see Nebraska put its local municipalities
in a position where they become accustomed to a schedule or a method of removing
this e-waste and then have to cut funding to it and lob that onto the local communities.
LB626 is going to cost our state budget money in the long run. The cost goes up over
time and only requires additional funding, taxes, or cuts in services to keep it profitable.
To put it simply, when you tax a small business at this level, you're taking away the
razor-thin margin that | operate at. We might make $25 on a laptop, $50 on a desktop;
we don't make a lot of money on computers. Nebraska's technology entrepreneurs like
myself, we're competing against larger, better funded, and more aggressive
competitors. Victimizing Schrock Innovations at the same dollar cost as you would Dell
seriously damages our ability to serve our customers, but at the same time only
represents a minor bureaucratic headache to a multinational corporation in Asia. If this
bill passes, Schrock Innovations would stop building computers period, plain and
simple, we're out, because we can't afford to do it with this bill in place. We would sell
Dells or HPs instead because that's the alternative for our customers to keep on doing
business. Those come to me built, in a box, preprogrammed, ready to roll out the door. |
don't have to do anything to them. If | choose this route, | don't need three of my
employees anymore. Let me see, those three employees...l will not need Denton in my
Lincoln service center, Dalton in my Lincoln service center, or Dave in my Omaha
service center anymore. They build my computers right now. Three jobs, roughly
$30,000 apiece, gone. And that's before this job...this bill saves or creates a single job
in Nebraska. Dell and HP, they'll simply just move their physical presences to another
state, avoiding the tax. It's not hard to do. Basically, they can move to lowa, South
Dakota, Colorado, costing the state an additional tens of thousands of jobs from their
presences leaving. And if you think they wouldn't do that, think again. Look at what
Amazon.com did in North Carolina last year. Now the state of New York, very, very high
population base there, they want their money so they said to Amazon, you collect taxes.
Amazon said, okay, we'll do it. North Carolina said, hey, that's a good deal, we want the
tax money too. Amazon said, forget it, we...they fired everybody in the state that worked
for them; eliminated all their associates and left the state. Now the state doesn't have
any of the sales tax revenue from the stuff being sold there, and they don't have any
sales taxes from Amazon. The numbers in this bill don't add up. LB626 gains its funding
by taxing manufacturers $10,000 plus an annual registration fee for the privilege of
selling a computer here. And to a lesser extent it gains funding by the $50 tax. Basically,
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this bill is supposed to save or create jobs. Well, if you look at what happened on a
federal level, you can't measure that. You can't measure a saved job. LB626 states that
the state will collect between $1 million and $1.5 million from local manufacturers. Well,
if you add up all those local manufacturers and take away the small guys that aren't
going to register anyway, the numbers don't add up. Where's the money coming from?
LB626 has that base covered because the bill language says that the numbers must be
hit annually. Ladies and gentlemen, what am | supposed to tell my employees when | go
back to my service centers today? Are they going to have a job this time next year
building computers at Schrock Innovations or are we going to let the free enterprise
marketplace decide how this e-waste gets recycled because it's a problem that has to
get solved? Thank you for your time and | can take any questions if you have them.
[LB626]

SENATOR LANGEMEIER: Very good. Are there any questions? Senator Haar. [LB626]

SENATOR HAAR: Since we both agree that this stuff shouldn't go into landfills, do you
have any other solution then if you're saying LB626...7 [LB626]

THOR SCHROCK: You got to be careful here. You're asking an entrepreneur if he has
a solution to a problem. That's like opening a can of worms. [LB626]

SENATOR HAAR: | understand that. [LB626]

THOR SCHROCK: In fact, | was discussing with some of my colleagues an excellent
solution that would be free market-based. It would be charitable, and it would fund the
collection of e-waste across the state. Make a service depot that resells remanufactured
electronic equipment. The profit you would make from selling the equipment...trust me, |
have people every day who call my service center wanting to buy a $200 used
computer because nobody sells them anymore. Well, people want them. People want
big screen TVs if it's a 10-year-old TV if it works great; | think there's a market for that.
And if we had a depot that would sell it, yeah, you could make a lot of money doing that
and you could use...if you operated it as a nonprofit, you could use the funds, the
revenues to fund collection efforts, because you're just collecting your own inventory.
The more you collect the more money you make and the stuff you can't sell you pay to
recycle. Problem solved. [LB626]

SENATOR HAAR: Okay. We'll see if we can put that into a bill. [LB626]
THOR SCHROCK: Oh, it's free enterprise, you don't need a bill for that. [LB626]
SENATOR LANGEMEIER: Senator Smith. [LB626]

SENATOR SMITH: Thank you, Senator Langemeier. Sounds like a great opportunity for
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an Angel Investment. (laughter) [LB626]
THOR SCHROCK: Why do you got some extra money laying around? [LB626]

SENATOR SMITH: There's been a little discussion around the Legislature. But thank
you for being here today, appreciate your free market mindset. You've given us a
perspective of your business and how your business differs from some of the others.
How many other businesses do you believe there are similar to yours in Nebraska?
[LB626]

THOR SCHROCK: Okay. Obviously, the majority of your new computer sales are going
to come from mail order companies like Dell or box stores like Best Buy. Schrock
Innovations, we sell computers at a higher expense, a higher cost to consumers, but we
provide extra service behind it and we're still barely competitive on the price of the
computer. If you eliminated...imagine if you wanted to buy a computer, the only place
you could go is Best Buy. If you eliminated all the independent sellers in Lincoln, | don't
think there's another retailer in Lincoln that sells computers. That's it. And in Omaha
you'd be talking about Best Buy and Nebraska Furniture Mart. You're talking about
causing significant damage to, at a minimum, dozens of businesses, if not scores.
[LB626]

SENATOR SMITH: Thank you. [LB626]

SENATOR LANGEMEIER: Are there any other questions? | only have one. So you're
thinking a good...electronics Goodwill store, huh? [LB626]

THOR SCHROCK: "Kinda sorta." Yeah. Like | said, | didn't come here to...I didn't come
here in VC mode, you know, to pitch a deal, but the bottom line is, there are solutions to
this problem. There are companies across the nation right now doing exactly what |
talked about. We recycle things for free. Best Buy, actually, just launched a technology
buy-back program where when you buy a new electronic device, you pay them a
pittance, it's like $10 or $20, which is about what this tax would equate to per electronic
device, and at the end of that device's lifetime Best Buy will buy it back from you for an
in-store credit against your new device. It's great for them because they retain you as a
customer, makes it harder for independents like me to pull people away from Best Buy.
They retain the customer and the profits from that customer and then Best Buy
recycles...they have the volume of recyclables that are functional they can actually
remarket and resell them in a different environment. [LB626]

SENATOR LANGEMEIER: Very good. Seeing no other questions, thank you very much
for your testimony. [LB626]

THOR SCHROCK: Thank you. [LB626]
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SENATOR LANGEMEIER: Appreciate it. Further testimony in opposition. Welcome.
[LB626]

NICK BOCK: Thank you. My name is Nick Bock, spelled N-i-c-k B-0-c-k; one of the
cofounders and the CEO of Five Nines Technology Group, a local company here in
town that provides technology services primarily focused towards businesses. | do have
some significant concerns, quite honestly both for my industry, as well as some other
small businesses in Nebraska. | echo some of the concerns that Thor Schrock
mentioned, specifically regarding as the bill currently sits, it would probably eliminate
jobs for both him and a number of other companies that do similar services, build their
own computers here in Nebraska. The way the bill is worded, specifically targets them
the same way it would target a large manufacturer based in Asia. And | don't believe
that that was the intention, certainly for a job creation bill. But as it sits right now, it
would eliminate significant jobs from Nebraska. There are, as | said, there are
numerous companies that build their own computers. We don't happen to be one of
them, but there are a lot that do that and it would probably eliminate that business within
Nebraska, so I'm very concerned about that. There also is some very gray language in
regards to who is considered a manufacturer that | would strongly advise be changed. If
the goal is to target the large manufacturers that are shipping things into the state, but
allegedly not doing anything about helping clean them up. The language could be
construed to also apply to a business like mine that is simply reselling those
manufactured devices. So we resell Dell, HP, IBM, a large number of manufacturers to
our business clients locally, Lincoln, Omaha, surrounding areas in Nebraska. This would
put a significant impact on us if we were...I mean, we sell well over a thousand devices
a year. We don't manufacture any of the them, however the verbiage is very gray from a
standpoint of trying to differentiate based on whether there's a label on the device or
not. And that language really needs to be clarified. If that's going to impact me and take
jobs from my business I'd like to know that as well to know how many other people |
need to tell about it. So | mean that is very concerning. | also would certainly encourage
this committee to be willing to evaluate some of the other programs that are out there
that would not put significant burden on the state of Nebraska and the businesses and
people in the state. | think while well intentioned to try and put the load...the financial
burden on the manufacturers, I'm afraid that we would find ourselves in a scenario
where that wouldn't take place. I'd be interested to see what has happened in other
states regarding companies like Dell, HP, IBM, significant other resellers as to whether
or not they've be willing to actually acquiesce, pay those fees. It would be interesting to
know whether that's happening or not. | don't know the answer to that. I'd be a little
afraid that they aren't and some of the verbiage in the bill does, basically, say we're
going to figure out how we're going to collect this regardless of somewhat who we
collect that from. | would be concerned that local businesses would end up being on the
brunt end of that. We've created 40 jobs over the last four years as a company and |
would hate to start losing some of those jobs because of what this legislation wants to
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do. That's my concern. Thank you for hearing me. [LB626]
SENATOR LANGEMEIER: Very good. Are there any questions? Senator Haar. [LB626]

SENATOR HAAR: Well, you know, I'd really like to see an entrepreneurial solution to
this problem. But one of my responsibilities is the health of the citizens and | see just
dumping e-waste in the landfill as not just a space problem, because a lot of those
things could get compacted way down. But we're talking about a health problem if not
for this generation immediately, eventually those landfills are going to leak and
e-devices contain a lot of heavy metals, those kinds of things, so if there are other
solutions, | hope people will step forward and help us with those because | think it is a
health issue as well. [LB626]

NICK BOCK: I can respond to that, right? [LB626]
SENATOR HAAR: Sure, please. [LB626]

NICK BOCK: | agree. | don't disagree at all. | plan on living in Nebraska for a long time
and | have children and | hope they stay here for a long time. | don't...I'd be
hard-pressed to come here and say that we shouldn't have something done regarding
the e-waste that's being introduced into the system. What I...one, | want to make very
clear that | don't feel like this is certainly a job creation bill because it's not. Two, we do
have to acknowledge that if enacted it is going to cut jobs in Lincoln, in Omaha, in
Nebraska. Three, | believe that there are some alternatives that are not being properly
explored. A lot of the larger vendors, such as Dell, such as HP, have large programs in
place, because when you can take and aggregate those recyclables they can be resold
on the secondary market. | don't know whether we've adequately explored that. There
are also programs even through places like the Goodwill that, again, do the same thing,
aggregate those recyclables regardless of what vendor they are and are able to actually
almost make that an entrepreneurial thing. So I'm very challenged to say that we should
jump to figuring out how to pull $1 million to $1.5 million out of Nebraska because | think
that's ultimately who is going to pay for it if we haven't adequately explored other
opportunities. I'm ignoring, obviously, all the tire verbiage and everything else that's in
there, I'm speaking specifically for the e-waste. [LB626]

SENATOR HAAR: Gotcha. Thank you. [LB626]

SENATOR LANGEMEIER: Are there any other questions? Seeing none, thank you very
much. [LB626]

NICK BOCK: Thank you. [LB626]

SENATOR LANGEMEIER: (Exhibits 5, 6, and 7) Well done. Further testimony in
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opposition of LB626. | do have a number of letters. | have one from Walter Alcorn from
the Consumer Electronics Association, Arlington, Virginia. | have one from Jeremy
McNeal with PC Recycling, from Omaha. And | have one from Ed Longanecker from
TechAmerica in opposition to LB626. Now we move to neutral testimony; those that
would like to testify in a neutral capacity. Welcome. [LB626]

JIM OTTO: Thank you. Senator Langemeier, members of the committee, my name is
Jim Otto, O-t-t-o0. | am president and a registered lobbyist for the Nebraska Retalil
Federation. I'm here today to testify in a neutral capacity on LB626. First of all I'd like to
explain why I'm here in a neutral capacity. It is because we view LB626 as the lesser of
two evils. The last thing that we want to do is collect a point-of-sale fee for recycling at
the point-of-sale and that has been introduced in the past. And so while we aren't just
enthusiastically supportive, we would prefer this over the point-of-sale fee. As Mr.
Schrock testified earlier, we have members all the way from his level, | mean he's
already doing things in recycling and taking things back, but members all the way from
his level to Best Buy who are already doing quite a bit when it comes to recycling. He
mentioned a little bit about Best Buy, but you can recycle practically anything at Best
Buy. For example, an old television, whatever you have, if you go in, they will charge
you $10, but also give you a $10 gift card and then you can...so | guess you could call
that not free, but it's practically free. So retailers are stepping up and recognizing the
problem, and would prefer a national solution and are working for a national solution
because major retailers, the last thing they like when they're in multi-states is to have a
different requirements to meet for every state separately. So | know that solutions like
the Best Buy solution or Mr. Schrock, he's available here in Lincoln and the surrounding
area of Lincoln, but when you get to rural communities we do have a problem because
there probably isn't someone that does that in many of the rural communities. As | said,
we would prefer a national solution. We also would be very supportive of an exemption
for small business like the small businesses that have testified here in opposition. | don't
know what level that would be. It would have to be...talk to them as to whether or not
they would be comfortable with that. Maybe that's not something they would accept, but
it seems reasonable to have some kind of an exemption for small business more than is
presently stated in the bill. With that, if you have any questions. [LB626]

SENATOR LANGEMEIER: Very good. Senator Haar. [LB626]

SENATOR HAAR: A national solution, what would that look like if you had your
druthers? [LB626]

JIM OTTO: Well actually...if you take all of the bills that...one thing...California is the
only state that has a point-of-sale fee. Every other state that has enacted it has done it
this way and put it on the manufacturers. But it would look...it would actually look similar
to the language that is in this bill, but taking those all together...I think it actually has
been introduced, but isn't getting as much attention as we would like it to right now with

18



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

Natural Resources Committee
March 09, 2011

the other problems nationally. But | could get you a copy of what has been introduced.
[LB626]

SENATOR HAAR: That would be interesting because, again, | see this as a health
problem and at some point we're going to have to solve the health problem. [LB626]

JIM OTTO: | think everybody recognizes that it is a problem, but what is the best way to
solve it? [LB626]

SENATOR HAAR: Sure. Thank you. [LB626]

SENATOR LANGEMEIER: Seeing no other questions, thank you very much for your
testimony. [LB626]

JIM OTTO: Thank you. [LB626]

SENATOR LANGEMEIER: Further testimony in a neutral capacity? Seeing none,
Senator Mello, would you like to close? [LB626]

SENATOR MELLO: Thank you, Chairman Langemeier and members of the committee.
| think just for point of clarification, and | always appreciate getting feedback in all
legislation, | do, whether they support it, oppose it, or neutral. | would remind the
committee though in the green copy of the legislation there is provision put in place for
take-back programs whether they're a small business and/or large multinational
corporations. So if a small business recycles the products that they manufacture locally,
that counts against any fees that they would pay which was a critical component of the
bill in regards to trying to encourage those manufacturers to be a part of the solution
when it comes to recycling and not just pay money for someone else to deal with the
problem. So | think that's the first component. The second component, | think, as |
mentioned in my opening, the Retail Federation came to us and expressed that there
were some concerns and challenges they wanted to see us look to address. By all
means, that's something that I, as | stated earlier, I'm more than willing to sit down and
work with the committee and the Retail Federation and other business organizations
who would like to see a solution to this problem. But to classify, | think, to classify this as
not creating jobs with creating a new market is a misunderstanding of economics. Right
now there is no real market for electronics recycling, thus there's very few businesses in
Nebraska that actually does this. So the opportunity that comes with LB626 is to create
a new market; and it's to create new jobs through a new industry right now statewide.
The hope is though, and | think with both those who testified in opposition, and neutral
and support, understand that it's going to have to be, | think, a comprehensive solution
that brings in the manufacturers, as well as the consumers to find the solution. The last
component | just want to make sure | clarified, and it was mentioned in some of the
opposition testimony is that this doesn't impact the retailers. And | think that was a
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critical component. The Retail Federation just to reiterate to you, this does not have a
point-of-sale component so that if a company, small or large, is selling a product that
they did not manufacture and do not take liability for that manufacturing that product,
they are not the ones paying the manufacturing fee. So | think that's very...while there
could be some opportunities, | think, to always clarify language in legislation, | would
like to reiterate that that was never the intention in our understanding of the legislation;
that does not impact retailers at all, it's still based on manufacturers. But as I've said
before, I'm more than willing to work with the committee and other interested parties to
find the solution to ensure that that language is clarified to make sure it only impacts
manufacturers and we can look to explore as well, | think, the opportunity to maybe
exempt, completely exempt while in the bill we do exempt mostly smaller businesses
who have not manufactured more than 250 products, we're more than willing to look to
expand that to a higher number if we can come to some compromise. One last issue,
and | think it's just more regarding the fiscal component of this legislation beyond the job
creation opportunity that comes with creating a new industry, new markets in the state
with electronics recycling. Senator Carlson asked about the fiscal note in regards...and
this is purely cash funded, so the point being, as in any cash funded programs in our
state, if the cash is not there, the program does not go forward. So this does not have
an implication, so to speak, on the state's budget at all, like if other states had chosen to
incorporate General Fund tax dollars in their program, that's the other state's choice.
LB626 does not take that same tact. We ensure that it is a cash funded program that if
the cash funding is not available for the program, the program reduces its services. We
do this on a wholesale level with other programs in state government because that's the
way we've created a lot of our state government agencies and programs to ensure
when we have the money available we spend it on the programs; if the money is not
available, we don't spend the money. So just as a point of clarification, | know that was
mentioned in other testimony that this would be a potential liability to the state in
budgetary issues where as the bill is drafted and as you can see the fiscal note, that has
no ramifications whatsoever. With that I'd be happy to answer any questions the
committee may have. [LB626]

SENATOR LANGEMEIER: Senator Haar. [LB626]

SENATOR HAAR: Well, the question | asked somebody earlier, in your mind, Senator
Mello, is this...what's your main concerns, space in landfills or health? [LB626]

SENATOR MELLO: I think it's more than just those two, Senator Haar. | wouldn't limit it
just to those two. I think space in landfills is a component that the League mentioned as
well. I think the other component regarding space in landfill is the property taxes that are
currently being paid to take care of it. That was something the opposition testimony did
not mention today is that right now property taxpayers in various counties are paying for
the disposal of manufacturers' products. So while there are some responsible
manufacturers who do go out of their way to bring back products whether it's a HP or it's
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a small business, at the end of the day property taxpayers are subsidizing this electronic
waste in our landfills. So | think it's not just the land, it's also the property taxes that are
currently being financed through property taxpayers to help take care of that. The health
component, | would agree is as much of a concern, | think, as the fiscal and economic
impacts. As multiple research has shown, the components that are just in a computer
alone, the materials that come with a computer when it is demanufactured, the pollution
that it can cause to water, for example, let alone soil is dramatic and it has a dramatic
impact in public health and public safety in the sense of having these chemicals in
landfills and/or polluting waters or streams being thrown in ditches so to speak that has
possibly unmeasurable impact on Nebraska citizens because we might never know how
many citizens could contact cancer or any other kind of life-threatening disease
because of polluted, contaminated water due to electronic waste. So | think that's a
critical component, Senator Haar, but I think, once again, it's tough to sometimes always
measure the environmental health impact, but it is fairly easy for us to impact the space
and the property taxes that are going currently to take care of this problem. [LB626]

SENATOR LANGEMEIER: Senator Carlson. [LB626]

SENATOR CARLSON: Thank you, Senator Langemeier. Well, Senator Mello, I'll go
back to what I'm looking here because you referred to it as cash-funded program and
my understanding of a cash-funded program is that fees or whatever provide the dollars
and we're not looking at General Fund dollars, but we're still looking at a $55,000 a year
deficit, so how does that deficit get handled? [LB626]

SENATOR MELLO: Senator Carlson, maybe | wasn't as clear in regards to discussing
my interpretation of that fiscal note. The Department of Environmental Quality stated,
and the Legislative Fiscal Office, | think, confirmed that they estimated that the
department would spend up to $1.2 million a year in providing grants to public entities
whether it's city/county governments, private for-profit businesses, or non-profits for that
matter. But it was not a set dollar amount that they have to give out. So | think that's the
wiggle room in the fiscal note and it's...l think it's laid out in the fiscal note that they may
give up to and they estimate that $1.2 million or $1.25 million where they estimate the
revenue at $1.2 million with the understanding that they can adjust the fees which we've
given the department the ability to do to adjust the fees to meet kind of that threshold to
ensure that we have a suitable amount of money to build statewide infrastructure to take
care of electronic waste. So | think there is some give and take on that. It might not be
the $50,000 cash funded deficit every year. It could run a surplus depending upon
whether or not the department chooses to give out only a million dollars in grants or
maybe they give out $1.5 million in grants. The discretion is generally left up to the
department to make these decisions, not so much the legislation. [LB626]

SENATOR CARLSON: Well, if you don't even pay any attention to the testimony that
was given, and there was some, | think, concerning testimony given by those that are
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opponents of the bill, and you know better than | do being on Appropriations, you put
something up on the floor that's going to look like a $55,000 per year deficit, | don't think
that's going any place. So you need to solve that, an explanation. [LB626]

SENATOR MELLO: And in all honesty, Senator Carlson, this is an ongoing issue. | have
been discussing this issue with Senator Langemeier and some of the other committee
members. It's not a priority bill. I'm not anticipating this bill coming to the legislative floor
this year as it's currently drafted. | think we've heard some positive testimony today in
regards to looking at some potential changes from both the opposition and the neutral
testimony of trying to find a way to make this economically feasible for Nebraska, but
also understanding that this is a serious problem that has not been solved through, |
would say, purely entrepreneurial avenues. Something that was an idea that was
mentioned in a sense of a buy-back program and take-back programs, once again, as
Senator Langemeier mentioned, Goodwill as a nonprofit organization does exactly that.
It takes in electronic waste and tries to rehab it and sell it back and/or provide it at low to
no cost. The problem is, we do not have a Goodwill, I'd say, in 93 counties that can do
this programing for free for Nebraskans. And the hope would be is that we could utilize
LB626 or the concepts behind LB626 to build an infrastructure to do exactly that. It's not
necessary, | would say, that you might not need to have the fees at the level they are
and you might not need to provide that funding every year at that level once the
appropriate infrastructure is put in place. So to that extent | think there is some latitude
given in the fiscal note that says exactly that, that it might not be exactly $1.25 million; it
might not be $1.2 million in revenues. It's purely left up to estimates in regards to
businesses; in regards to the numbers that they sell or the numbers that they
manufacture and sell in Nebraska. [LB626]

SENATOR CARLSON: Now I'll give you a little hard time with one more comment; we
do have goodwill in all 93 counties, but just not the Goodwill organization. [LB626]

SENATOR MELLO: | apologize, | should say Goodwill Industries and not goodwill, that
is correct, Senator Carlson. [LB626]

SENATOR CARLSON: Thank you. [LB626]

SENATOR LANGEMEIER: Seeing no other questions, thank you very much. [LB626]
SENATOR MELLO: Thank you. [LB626]

SENATOR LANGEMEIER: Appreciate it. You've heard the closing on LB626. That
concludes the hearing for LB626 for the day. We will now move, Senator Nordquist is

here, to LB587. Welcome. [LB626]

SENATOR NORDQUIST: Thank you, Chairman Langemeier, members of the
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committee, I'm Jeremy Nordquist, | represent District 7 in downtown and south Omaha
in the Legislature. LB587 seeks to foster the growth and development of Nebraska's
natural gas infrastructure, compressed natural gas infrastructure along the 1-80 corridor.
LB587 would create the Compressed Natural Gas Innovation Fund from which grants
would be made to support CNG infrastructure projects along the 1-80 corridor. The
innovation grants made from this fund are capped at $200,000 and eligible entities must
pay 80 percent of the costs of the project. As written, LB587 requires that no more than
one grant may be approved per county in the first five years of the fund's existence. The
Compressed Natural Gas Innovation Fund is created by transferring $500,000 annually
from the Petroleum Release Remediation Action Cash Fund which currently has an
unencumbered balance, according to the fiscal office, of around $5 million to $5.5
million... [LB587]

SENATOR LANGEMEIER: I'm going to stop you a second. Can you lift the mike up a
little bit? [LB587]

SENATOR NORDQUIST: Sorry. Too much echo? [LB587]
SENATOR LANGEMEIER: Yes. It's not taping very well. [LB587]
SENATOR NORDQUIST: All right, okay, great. [LB587]
SENATOR LANGEMEIER: Thanks. [LB587]

SENATOR NORDQUIST: Yeah, no problem. Of unencumbered balance, the fund has
about $5 million to $5.5 million. | introduced LB587 because | believe now more than
ever we need to provide a realistic alternative to our reliance on petroleum fuel for our
transportation system. This bill will help us offset the significant up-front costs of building
CNG infrastructure in our state to pave the way for consumers and businesses to take
advantage of the significant benefits that natural gas vehicles have to offer. I'm even
more resolved now than ever as we all drive by gas stations every day seeing prices
getting closer to $3.50 a gallon if not higher. According to MUD in their most recent
newsletter, the price at the pump for CNG gallon equivalent would be $1.30 per gallon.
Consumers and businesses running high mileage fleets should have a choice in
transportation options and incentivizing CNG infrastructure along I-80 will give them that
choice. Other than the lower and more stable prices, vehicles fueled by CNG offer lower
emissions, lower greenhouse gases, lower refueling costs than their gas-powered
counterparts. Additionally, natural gas is an abundant, domestically available fuel
resource; in recent years 80 percent to 90 percent of natural gas used in the United
States was produced at home. CNG is also readily available right here in Nebraska. We
have intra- and interstate pipelines of natural gas and CNG refueling stations can be
built anywhere along those lines. There is no one...I don't believe there's one
technology or one fuel that will ultimately solve our state or nation's energy shortfalls,
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but what we do have available to us is options between natural gas, ethanol, propane,
gas hybrids, electric power, they all need to be part of the solution in the long run. Other
states are moving forward with the development of CNG. To our west, Colorado has 11
public stations; Wyoming has 3. And recently there was news that MUD teamed up in
Omaha with Happy Cab. They're going to open two public filling stations in June. And in
Lincoln the Airport Authority is in the process of developing a public station, hopefully by
this summer. But unfortunately west of there, there are no options available. | know that
MUD has had conversations, and | have as well, with people that manage fleets both
inside the Omaha metro area and people who do long-haul trucking down 1-80 that
would be interested in doing some fleet conversions to compressed natural gas should
the infrastructure, the filling stations, be in place. This bill is the third I've introduced in
my time in the Legislature. The first year we looked at exempting a portion of natural
gas from the excise tax. That bill was advanced from the Revenue Committee at that
time, but no action was taken. Then we looked at the issue a little more in-depth and
really came to the conclusion that infrastructure was the first key before we try to
incentivize the demand. So last year | introduced a bill that also got out of Revenue, but
it was too late in the session to move on it. And that did a similar piece that earmarked a
piece of sales tax from natural gas that would have created a fund similar to what we're
talking about in this bill. And I think that's all | have right now, so I'd be happy to take
any questions. [LB587]

SENATOR LANGEMEIER: Very good. Are there any questions for Senator Nordquist?
[LB587]

SENATOR NORDQUIST: (Exhibits 8 and 9) Oh, | do have some handouts. Sorry.
[LB587]

SENATOR LANGEMEIER: Senator Haar. [LB587]

SENATOR HAAR: | want to know why gas is 10 cents cheaper in Omaha? (Laughter)
No, that's a long story. But, again, | noticed you've already picked a priority bill, Senator
Nordquist. [LB587]

SENATOR NORDQUIST: Yeah. [LB587]

SENATOR HAAR: So is this something you'd like to see held over until next year or a
possible action next year, because it's probably not going to... [LB587]

SENATOR NORDQUIST: Yeah, I'd like...I know you guys are working hard to get bills
that are prioritized out first. As the session winds on here, should you have time to look
at it and I'd be happy to work with you on any concerns that the committee may have, if
it's possible to get it out and there's a vehicle available to look at amending it onto,
otherwise be happy to hold it till next year and potentially consider prioritizing it at that
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time. [LB587]
SENATOR HAAR: Okay, thanks. [LB587]

SENATOR LANGEMEIER: Are there any other questions? Seeing none right now,
thank you very much for your opening. [LB587]

SENATOR NORDQUIST: Yeah. Thanks. [LB587]

SENATOR LANGEMEIER: You have heard the opening on LB587. We will now take
those that would like to testify as proponents or in support. Welcome. [LB587]

JOHN WOOD: Mr. Chairman, members of the committee, my name is John Wood. I'm
the executive director for the Lincoln Airport Authority. [LB587]

SENATOR LANGEMEIER: | need you to spell it. [LB587]

JOHN WOOD: Down? [LB587]

SENATOR LANGEMEIER: No, state and spell your name, please, first. [LB587]
JOHN WOOD: Oh, John Wood, J-0-h-n W-0-0-d. [LB587]

SENATOR LANGEMEIER: Thanks. [LB587]

JOHN WOOD: I'm just here to give you an example of a project. As the senator
mentioned, we're going to have a station. We got interested in natural gas in 2008;
began to research it and joined with MUD as partners with a group in Kansas City called
the Kansas City Clean Cities Coalition to apply for a stimulus grant through the
Department of Energy for this project. We were successful in getting the grant. The
grant covers 50 percent of the cost of the filling station and the conversion cost of the
first seven vehicles we're going to replace in our own fleet. We will continue to replace
vehicles throughout our maintenance fleet at the airport in their normal course and just
replace them with natural gas vehicles. So we're about five or six years we'll end up
having the whole fleet natural gas. The station we're installing is on the west side of the
airport in our industrial park; it's three miles from the interstate, not one mile. So that
would be something a little different from what the bill states and it will be available to
the public. We expect to have...we just awarded the bids for that; we expect that station
to be operational in July time frame. We undertook the project for several reasons. First
off was security. We operate a vital 24-hour facility in the community. My concern was
the day would come where it wasn't the price of gasoline, it was the fact that you
couldn't get a delivery for two weeks because they just didn't have it. Natural gas is
here; it's in America; it's available at the end of the pipe. We understand from people
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that operate that the equipment lasts longer, the engine life of the vehicles is longer
because the gas burns cleaner. So hopefully it will lengthen our long-term replacement
of vehicles somewhat and save us some money. It's green; it's cleaner air, cleaner
emissions. And while we do not currently exist in a nonattainment area as far as air
quality is concerned for the EPA, this helps keep it that way. We have the infrastructure
necessary; our fleet comes home every night. Our fleet rarely leaves home actually.
Most of it stays on the airport all day long. So it made a perfect opportunity for us to take
the lead in the community and be one of the first out there to do this. And we
understand as we've moved through that there are other, both private and public parties
in Lincoln now that are looking at buying natural gas vehicles now that they will have at
least one place to fuel up. And then, of course, as was mentioned is the price, the
difference in that price keeps changing daily and it looks like it was a good idea. If we
had not had the access to the DOE money which was a one-time thing through the
stimulus program, the project probably would not be financially feasible for us, because,
as | said, it paid for about half of the fueling station costs itself. Under the bill the way it
is written, public entities are not eligible. | would urge you to consider that. Sometimes in
communities, whether it's Lincoln or whether it's a smaller community elsewhere in
Nebraska, it may be the local public entity that has the fleet and has the wherewithal to
get this kind of thing started in the community. And the other was, | would ask you to
consider a little bit farther from the interstate. As | said, our station will end up being
three miles, which the natural gas people consider very reasonable for anybody
transiting the interstate to pull off and go get natural gas. I'll be glad to answer any
questions. [LB587]

SENATOR LANGEMEIER: Very good. Senator Haar. [LB587]
SENATOR HAAR: I'm just curious. First of all, when it says $1.30 for a gallon, gasoline
gallon equivalent, so that...we're talking about heat energy and so one, similar mileage

for $1.30 or? [LB587]

JOHN WOOD: | can't give you the calculations. It's so many therms and decatherms
and then you bring all that back to figure out the gallon equivalent. [LB587]

SENATOR HAAR: Yeah. [LB587]

JOHN WOOD: But the gas companies have done that and actually the price to us, |
think, here in Lincoln will be about $1.55 through Black Hills, of course. My
understanding is gas mileage, if you will, on that gasoline gallon equivalent is about the
same; and it all comes down to BTUs. [LB587]

SENATOR HAAR: Sure, sure. [LB587]

JOHN WOOD: And, you know, high school chemistry, if you remember any of that, so a
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20-gallon tank on a car versus equivalent of 20 gallons of natural gas, the car is going to
get about the same distance. [LB587]

SENATOR HAAR: Okay. | taught high school chemistry so I... [LB587]

JOHN WOOD: Okay. You're way ahead of me. | fell asleep in my chemistry class.
[LB587]

SENATOR HAAR: Oh, that's too bad. | had explosions that would happen every so
often that would wake the k