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KETA was created in 2005 by enactment of HB 2263. Our mission is to ensure
reliable operation of the electrical transmission system, diversify and expand the
Kansas economy and facilitate consumption of Kansas energy through improvements
in the state's electric transmission infrastructure.
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Honorable Kathleen Sebelius, Governor
Steve Morris, President of the Senate
Mike O’Neal, Speaker of the House

Governor, President, and Speaker:

The Board of the Kansas Electric Transmission Authority (KETA) is
proud to submit this report of the Authority’s third full year of activities. The
Authority has accomplished a great deal this year. The Board has monitored
progress toward construction of the transmission line it identified as its first
project in 2007. That line is a 345 kV electric transmission line from the vicinity
of Spearville to the vicinity of Axtell, Nebraska that will be constructed by ITC
Great Plains. In addition the Board has received regular updates on
construction progress of two other sorely needed transmission lines being built
by Westar Energy — one northwest from Wichita to Reno County continuing
northeast to the Summit Substation near Salina and the other south from Rose
Hill near Wichita to the Sooner Substation near Perry, Oklahoma. The Wichita
to Reno County portion of that first line was energized late in 2008.

Progress toward another important transmission line in Kansas has
slowed this year. A new high voltage transmission line that is planned to extend
approximately from Spearville to Comanche County to Wichita in Kansas with
extensions into Oklahoma has two champions in Kansas — ITC Great Plains
and Prairie Wind Transmission. The Board is particularly troubled that the
current impasse that is before the Corporation Commission as we make this
report may not be resolved for a year or more. In that time Kansas will lose a
tremendous opportunity to develop and transmit to consumers vast amounts of
wind-generated electricity. The Board has encouraged the two companies to
rapidly identify a means of cooperatively constructing the much-needed
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transmission capacity in the southern portion of the state. KETA will continue to monitor
progress toward that goal in the upcoming year.

This focus of activity in the southwest and central areas of the state is
necessitated by the concentration of energy intensive industry in the area and by the
growing desire for wind-generated electricity. Kansas is one of the nation’s prime
locations for generation of electricity from wind, but also lacks the infrastructure
necessary to transmit that electricity to consumers. The outgrowth of our efforts in
concert with many organizations and individuals who are dedicated to a robust and
secure energy transmission infrastructure will be construction of transmission lines in
central and western Kansas in the very near future.

In connection with the Board’s mission to diversify and expand the Kansas
economy through improvements to the electric transmission infrastructure, the Board
began exploring this year the need for “collector transmission lines” that will be capable
of moving wind-generated electricity to the new high-voltage lines when the latter are
complete. While the Board’s exploration of the emerging need has just begun we have
identified this effort as a focus of our work in 2009.

We held six Board meetings this year and in addition have met and worked with
our counterparts in North Dakota, South Dakota, Montana, Wyoming, Idaho, Colorado,
Nevada and New Mexico. We also have participated in a number of meetings of the
Southwest Power Pool, the regional transmission organization for Kansas and
surrounding states. Our minutes are posted on our website for public access. Other key
activities are highlighted in the section that follows.

KETA continued to operate frugally during 2008 with financing from the Public
Service Regulation Fund. KETA expended only $25,589 during FY 2008. Authority staff
functions are performed by the Legislative Research Department, the Revisor of
Statutes Office, and the Kansas Corporation Commission. The Board also has
contracted with a firm to provide legal services. This fall, in accordance with the
Governor’s request, the Board submitted a revised FY 2009 budget that is 3 percent less
than the amount approved for the current fiscal year. As was the case a year ago, we
anticipate that the upcoming year will be at least as active as this year, so the Board will
continue to be very careful about expenditures.

KETA has requested operational financing for FY 2010 in an amount less than
that approved for the current fiscal year as a loan from the State General Fund as
envisioned in the KETA authorizing legislation. The request anticipates continued staff
support from the Research Department, the Revisor's Office, and the Corporation
Commission.

The Board will engage in the following activities in the upcoming year. These
activities and projects are crucial to achieving KETA'’s statutory goals of ensuring reliable
operation of the electrical transmission system and diversifying and expanding the
Kansas economy.
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e Continuing and expanding the dialogue with the Southwest Power Pool to
augment the efforts of Kansas utilities and the Corporation Commission to
ensure that the State’s economic and energy needs are factored into regional
transmission system planning;

e Sharing information, planning techniques and implementation strategies, and
engaging in joint efforts with our counterparts in other states;

e Continuing preparations for construction of the 345 kV transmission line from
Spearville, Kansas to Axtell, Nebraska, if a private entity is not able to construct
that project;

e Working to resolve the current impasse delaying construction of new 345 kV or
higher transmission lines across southern Kansas; and

e Exploring the need for “collector” transmission lines to facilitate movement of
wind-generated electricity to customers.

As this year ends, one of the initial statutory members of the Board, Senator Jay
Emler, will be replaced by Senator Pat Apple who will assume the duties of chairperson
of the Senate Utilities Committee at the start of the 2009 Legislative Session. The Board
is grateful for Senator Emler’s contribution to the KETA’s work since 2005.

KETA appreciates your support during 2008 and looks forward to an equally
productive year in 2009.

Respectfully,

Representative Carl Holmes, Chairperson
Kansas Electric Transmission Authority
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Overview of KETA Activities -- 2008

Minutes of the Board’s business meetings and prior annual reports are posted on
the KETA website at http://accesskansas.org/keta. In addition to Board meetings,
members of the Board participated in or attended other meetings related to KETA’s core
mission. Those meetings are summarized below.

State Infrastructure Authorities
Jackson Hole, Wyoming
July 2, 2008

Secretary Tim McKee represented KETA at a meeting of the state infrastructure
authorities. In addition to Kansas, states represented at the meeting were Colorado,
New Mexico, Wyoming, North Dakota, and South Dakota. Participants presented
updates on transmission projects in their respective states and discussed issues of
common interest.

Colorado’s Clean Energy Development Authority reported that Tri-State
Generation and Transmission Association, Inc., in conjunction with another partner, is
planning an upgrade of a 230 kV line from the San Luis Valley to Walsenburg to carry
solar power out of the San Luis Valley though they have not as yet found funding.

Montana reported that the Energy Infrastructure Promotion and Development
Division (EIPD) is beginning to develop a program that will encourage the building of
both electric transmission facilities and pipelines. Montana representatives also reported
that a Spanish company is planning a 500 megawatt wind plant to provide power to
California and to Alberta, Canada. Montana has also created a special tax incentive
program for the so-called "clean and green" that would encourage the development of
wind, solar, and CO, capture.

New Mexico reported that the Renewable Energy Transmission Authority
(RETA) is working with the State Investment Council to provide lower financing costs for
transmission projects. In addition, RETA has created so-called wind zones, along with
Arizona and California, to move power from New Mexico to the Phoenix area and then
on to Southern California.

South Dakota reported that the Energy Infrastructure Authority has produced a
landowner's handbook setting out the issues involved in wind energy development. The
objective of that effort is to better educate the public and smooth the path for wind
development. The Authority also is considering the passage of a state law that would
protect wind projects from local county taxes and thus give more predictability and
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stability to the development of wind farms and avoid any particular county creating heavy
local taxes on wind farms.

Wyoming’s Infrastructure Authority reported that the Wyoming-Colorado inter-tie
of 800 megawatts in capacity is being offered for auction with the goal of completing the
line by 2013. The so-called Trans West Express project, which originally was designed
to take direct current generated by local coal resources from Wyoming to LasVegas, has
changed to one using more wind, and the Authority is looking for a large “anchor tenant”
or customer for that wind.

There was considerable discussion with Tom Dennis, the lobbyist from
Washington who has helped the group with respect to tax exempt bonds. Mr. Dennis
reported that the U.S. House has insisted that any tax credits must be accompanied by
an offsetting cut in spending. In this regard, Colorado is preparing an economic impact
study of the benefits of tax exempt bonds for transmission and generation. Such
benefits might include the development of renewable generation and the creation of
jobs.

Southwest Power Pool

System Transmission Expansion Plan Stakeholder Meeting
Little Rock, Arkansas

August 13, 2008

Chairperson Representative Carl Holmes, Vice Chairperson Earnie Lehman, and
Board member Les Evans participated in an open meeting conducted by the Southwest
Power Pool (SPP) in Little Rock on August 13, 2008 to present and gather input on a
draft System Transmission Expansion Plan (STEP). Projects included in the STEP fall
into three broad categories: reliability projects, economic (also termed “balanced
portfolio”) projects and Extra-High Voltage (EHV) projects. Reliability projects are
funded one-third across the whole SPP and two-thirds by the transmission zones
through which a project passes. Economic projects will be funded proportionally by all
transmission owners who benefit from the project, with any owners losing net benefits
made whole by those who gain. EHV projects, the newest and least developed
category, will be funded by all transmission owners in proportion to their system peak
demands. Many if not most EHV projects will be 765 kV, a voltage higher than any
currently in use west of the Mississippi River.

The meeting included a review of current SPP activities, facilities under
construction, and proposed STEP projects in each of four areas. Kansas projects occur
in two areas, and include among others the KETA project (Spearville-Knoll-Axtell) and
the V project proposed by ITC Great Plains and subsequently in a different form by
Prairie Wind Transmission. Uncertainty remains regarding whether reliability planning
standards are too tight, the validity of distinctions between reliability and economic
projects, what projects should be combined into the balanced portfolio and how
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renewable energy potential and cooperation with other Regional Transmission
Organizations could shape the EHV project portfolio.

Southwest Power Pool
2008 SPP Transmission Expansion Plan Web Conference
October 20, 2008

Chairperson Representative Carl Holmes participated in the web-conference that
included discussion of transmission projects and plans by region within SPP,
presentation of changes that occurred since the most recent Planning Summit, and
description of major 69 kV projects. The next steps outlined during the conference
included obtaining stakeholder feedback by early November 2008, completing the report
by late November and obtaining SPP Board of Directors approval in January 2009.

Southwest Power Pool
Regional State Committee
October 27, 2008

Tulsa, Oklahoma

Chairperson Representative Carl Holmes attended the Regional State
Committee (RSC) meeting at which the update of the SPP Strategic Plan was
discussed. The Committee reviewed an economic evaluation of the EHV overlay being
discussed for the SPP footprint. The Committee also received an update on the Joint
Coordinated System Planning (JCSP) that involves Midwest ISO; Pennsylvania, New
Jersey, Maryland Interconnection; Southwest Power Pool; the Tennessee Valley
Authority; ISO New England; New York ISO; and the Mid-Continent Area Power Pool.
The JCSP evaluated the renewable portfolio standards (RPS) in effect in 26 states and
the District of Columbia as of the start of calendar year 2008. In addition, the JCSP
evaluated a proposed 20 percent national scenario. The output of those studies will be
used to demonstrate the value of bulk power transmission as a means of harvesting
wind resources in the plains. The Committee was advised that the JCSP plans
compliment the EHV overlay designs for SPP. Studies show positive benefit to cost
ratios. The Committee also was briefed on the JCSP scope of activities for the time
period 2009 to 2012 which may include JCSP assuming responsibilities for congestion
studies for the Eastern Interconnection.

Southwest Power Pool

Board of Directors/Members Committee Meeting
October 28, 2008

Tulsa, Oklahoma

Chairperson Representative Carl Holmes attended the SPP Board of Directors
meeting. The Board received a presentation on energy efficiency and demand response
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centering on the Federal Energy Regulatory Commission’s (FERC) 2006 order and
SPP’s activities to comply with that order. Currently SPP is working on incorporating
demand response into its energy imbalance market and future markets. State and
federal initiatives to support demand response are growing. SPP has provided and
continues to provide compliance filings to FERC every six months.

The Board voted to establish an assessment rate and tariff administrative fee
rate of 17¢/MWh effective January 1, 2009.
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The Authority’s approved and revised budgets for FY 2009 and the amount
requested as a loan from the State General Fund for FY 2010 are displayed in the

following table.

The revised amount for FY 2009 is three percent below the

amount approved for the fiscal year in accordance with budget reductions
requested by the Governor. The Authority also has requested authority to expend,
during FY 2010, any balance remaining in the KETA Development Fund at the

close of FY 2009.

Expenditure Category — FY 2008 FY 2009 FY 2009 FY 2010
Board Operations Actual Approved Revised Request
Compensation $ 2,755 § 5,775 $ 5,602 $ 5,602
Travel and Subsistence 5,872 39,315 38,136 38,136
Contractual Legal Services 11,113 56,423 54,730 54,730
Miscellaneous Expenses 5,849 1,000 970 970
Total -- Operations $ 25589 $ 102,513 $ 99,438 $ 99,438
Transmission Facility Planning’ $ 1,000,000 $ 1,000,000 $ 1,000,000 $ 1,000,000

' This amount was transferred to the KETA Development Fund initially for
FY 2008. Expenditure authority was continued for FY 2009. The Board
requests authority to expend during FY 2010 any balance available at the
close of FY 20009.
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