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Morning Session

In the temporary absence of the Chairman, and there
being a quorum present, Vice-Chairman Vogel called the meeting
to order. He asked the staff to review the draft of corporate
farming legislation -- Proposal No. 1. 1In connection with this
review, changes in a previous draft were brought to the Committee's
attention. A copy of this bill draft is appended as Attachment
I. The first change was in Section 1, where the list of crops
was stricken and the words "cultivated farm crops" inserted.
This has been done in two places in Section 1. It was noted that
the Secretary of State's Office is somewhat concerned about this
generality.

Section 1(a) (4) had been changed to add "in any one
year". Here it was noted that the Secretary of State's Office
felt it should read "in such corporation's taxable year'. A member
of the Committee suggested that an even more important point from
the standpoint of agriculture is "farm production year'". There
was a short discussion concerning this wording, but nothing was
decided at that time.

The next change noted in the bill draft was the striking
of subsection (5) in Section 1(a). Sections 1(b) and 1(c) are
new. Subsection (b) is a provision from a previous draft of the
bill; and subsection (c) provides that husband and wife are con-
sidered one stockholder for the purposes of the act. :

Section 2 of the draft was clarified by striking the
word ""lease" and inserting "have a leasehold interest'. On page
3, some ambiguous wording had been stricken from the proviso at
the top of the page. Section 2(c) had added language to require
the Secretary of State to report violations to the Attorney Gen-
eral. This also provided that foreign corporations must come into
compliance with the law in five years. These corporations would
be allowed to set up a domestic subsidiary -- it wouldn't force
anyone out of business.

A staff member noted that there are a number of non-
profit corporations in existence now that hold land which they
lease for farming. Examples are the Kansas University Alumni As-
sociation and the Kansas State University Alumni Association.
These, however, should be affected by the present law. The prob-
lem is that, if there is an exception made within the law for
these corporations, it would allow domestic '"for profit" corporations
to set up as "mot for profit" in order to benefit from the excep-
tion. It was revealed that the Secretary of State's Office con-
siders this a real problem, but had not been able to come up with
any way to take care of it. The Secretary of State has given a
~1list of corporations in violation of present law to the Attorney
General.



At this point the Staff mentioned that the Secretary of
State thought there might be a problem in determining the crops
which are "cultivated farm crops'.

Upon a continuation of the explanation of the bill draft,
the Staff stated that there are three reporting sections in the
corporation statute, and they are identical to subsection (b) on
page 5. In the draft being presented, the words '"owns or leases"
had been stricken and replaced with "is the owner or lessee of".
There is more language in the subsection to clarify the word
"lessee". Subsection (b) (3) had been stricken because it wasn't
giving the Secretary of State anything that could be used any more.
This completed the list of changes which had been made in the
proposed bill.

There was a lengthy discussion concerning the deletion
of subsection (b) (3) -- concerning reporting requirements. The
Staff explained that there is a requirement elsewhere in Kansas
law for corporations to show the wvalue of total assets. It was
also explained that it is very difficult for corporations to
break down the difference between agricultural and other assets.
It was agreed by the Committee that subsection (b). (3) on page
5 of the proposed draft be re-inserted, except for wording: "the
nonagricultural assets and".

One member of the Committee expressed concern about
trusts being prevented from operating more than 5,000 acres of
farm land. Because of the wording in Section 1(a)(4) which states
"Own, control, manage or supervise', this might happen. It was
suggested that this language be changed to "own or lease” or that
the Committee allow the staff to find out if that is the proper
language to exempt bank trusts. Later in the meeting, Represen-
tative Vogel offered a motion to leave the section as now written.
Senator Wilson seconded his motion and it carried.

A motion was offered by Representative Vogel and seconded
by Representative Crowell to stipulate that in no event shall a
corporation own or lease more than 10,000 acres (including the
5,000 acres of cultivated land on which crops are harvested.) This
language would be inserted at the bottom of page 1 of the bill
draft. There was discussion concerning this motion, most of it
centered on the premise that a limit on acreage owned would be un-
fair to people in certain parts of the state, particularly with
regard to pasture land, since it is possible, on a comparable area
of grassland, to graze more cattle in Eastern Kansas than in Wes-
tern Kansas. During the discussion, it was suggested that per-
haps a dollar value would be a better criteria than acreage. Upon
vote by the Committee, the motion failed, by a vote of four "yes"
and five "no".
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The topic of discussion reverted to the problem of trusts
managing land under the proposed bill, and the Committee asked
the staff to try to find out before the afternoon session if there
is proper language to allow trusts to manage more than restricted
acreage without affecting other corporations.

Representative Hamm moved to add a provision in subsec-
tion (c) on page 3 of the bill to have the Secretary of State keep
a separate index of zll corxporations by name of corporation and
by county. The motion was seconded by Representative Dempsey, and
it carried. The purpose of this provision is to keep corporations
from separately reporting several tracts of 5,000 acres in differ-
ent counties. The provision will allow a cross reference so that
this can be checked.

Following further discussion of the bill draft, Senator
Wilson moved that the bill be introduced as a Committee bill in
the next session of the legislature. The motion was seconded by
Senator Christy, but it lost, with three '"'yes'" votes and five
"no". Another motion offered by Senator Wilson and seconded by
Representative Vogel was to introduce the bill in the coming Ses-
sion of the Legislature without recommendation. This motion also

lost by a vote of 5 to 3.

Because of the lack of agreement on the bill, the Chair-
man asked for a concensus of Committee members to decide what should
be done in relation to Proposal No. 1.

Senator Wilson stated that something must be done to
preserve the family farm, and to allow land to be passed from gen-
eration to generation without the burden of inheritance taxes.

He also stated that it is necessary to protect the family farm
from corporations who come into the state and sell stock for capi-
tal. He noted that the bill before the Committee is not perfect,
but it is better than present law.

Representative Works stated that the Committee hasn't
touched on what the Federal Government will do in increasing in-
heritance tax. He also noted that he didn't think a limit should
be placed on individual enterprise. He added that income taxes
will tend to hold down personal farm expansions.

Representative Dempsey said he felt it is difficult to
write a law which will be accepted in all of Kansas, because of
the difference in the present size of farming operations in dif-
ferent areas. He said he would like to improve reporting aspects
of the law and make it easier to transfer land from one generation
to the next.

Senator Droge and Representative Vogel made no further
comments.



Representative Campbell stated that he did not believe
the bill should be thrown out, because the Committee has made sev-
eral steps forward. The only point of disagreement is whether or
not to limit pasture acreage. He suggested there should be a
restriction on evaluation, as well as acreage, but he wasn't cer-
tain it could be worked out.

Representative Crowell stated that, in spite of all the
drawbacks of acreage limitation, it is the only restriction that
will work when you consider all the complications involved. He
added that he knew of nothing else that would be workable. He
said the big difference of opinion and the big problem is the
two types of economy in eastern and western Kansas.

Senator Williams stressed that agriculture and livestock
is the state's most important product, with three different sec-
tions of Kansas involved -~ eastern, western and central. He
agreed that it is difficult to have a law which is fair to all
people in the state.

Representative Hamm stated that it would be wise to in-
troduce the bill, leaving the acreage as it was in the old law.
He noted that the Committee has made some good changes which are
needed.

Senator Christy also noted the differences in size of
farms in different sections of Kansas as a big problem in getting
an effective law. He noted that meat production and meat proces-
sing are major industries in Kansas, and the meat industry is now
having problems because of pollution control laws. He added that
there is a problem of transfer of property and property rights,
including the inheritance tax problem. He said the Committee had
solved a lot of problems, but the big problem is the understanding
of the difference between the areas of the state. He concluded
that the law is not too bad.

The Chairman asked the members of the Committee to con-
sider their action in light of the comments made. He noted that
they would reconsider their action following their noon break.

A member of the Staff then presented the proposed Commit-
tee Report on Proposal No. 2 -- Alien Ownership of Property Inter-
ests, appended as Attachment II. On motion by Senator Christy
and seconded by Representative Vogel, the Committee Report was
accepted and approved by the Committee.

The proposed Committee Report on Proposal No. 63 -- Soil
Amendments, appended as Attachment III, was presented by a Staff
member. Senator Christy moved and Representative Hamm seconded
the motion to approve the report, and the motion carried.

The meeting was recessed until 1:30 p.m.



" Afternoon Session

The Committee turned its attention to Proposal No. 4 --
Pesticide Use and Control Law. A member of the Staff presented
the proposed Committee Report, appended as Attachment IV. There
was a lengthy discussion concerning the effect of pending federal
amendments to the Federal Environmental Pesticide Control Act of
1972; and also questions by the Committee to clarify their under-
standing of both the proposed Kansas law and the proposed federal
law. Upon motion by Senator Christy and seconded by Representative
Crowell, the Committee voted to approve the report as presented
to them.

Proposal Nc. 1 -- Corporate Farming, was then reconsidered
by the Committee. Upon motion by Senator Wilson and seconded
by Senator Christy, the Committee voted to reconsider previous
action on the proposal for the purpose of re-evaluation. Repre-
sentative Vogel moved to retain present language in Section 1(a) (4)
as far as acreage is concerned, and to make other changes neces-
sary to comply with that motion. Representative Dempsey seconded
the motion and it carried, with Senator Christy voting "No'".

The Staff reported on a question brought up earlier in
the day’ concerning banks, etc., who serve as trustees, and their
problems under this law. It was reported that the trustee who is
managing some farm assets is not an owner, but if the wording "con-
trol, manage or supervise' is left in the bill, the trustee would
be included in the law. This language has been in the law previously
-- it was not inserted by this Committee. Representative Vogel
moved that the words "control, manage or supervise' be eliminated
from (1) (a) (4) and that the words "or lease" be inserted instead.
Representative Dempsey seconded the motion, and it carried, with
Senator Christy voting "No'.

Upon motion offered by Representative Crowell and seconded
by Senator Wilson, the Committee voted in favor of recommending
the bill, as amended at this meeting, to the 1976 Session of the
Legislature favorable for passage. The motion carried, with Sen-
ator Christy voting "No'.

The Committee directed its attention to the proposed
Committee Report on Proposal No. 1 - Corporate Farming, appended
as Attachment V. As a member of the staff reviewed the report,
with a number of changes being made.

Representative Vogel suggested the addition of a para-
graph pointing out that, since the interim committee could come
to no agreement as to acreage control of corporate farming, it
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felt that the acreage restriction should remain as it is presently.
He suggested that this be inserted in place of the language deleted
on page 9 of the report. Representative Vogel than moved that the
Committee report on Proposal No. 1 be accepted on a tentative
basis. Representative Hamm seconded the motion, and it carried.
Senator Christy requested and received permission to submit a
minority report. It was noted that the staff will prepare the
corrected report and send it to each of the Committee members for
their approval.

Proposal No. 3 -- Consolidation of Rural Water Districts,
was the next subject presented to the Committee. The staff pointed
out changes which had been made in the proposed bill because of
decisions made by the Committee at the previous meeting. This bill
is appended as Attachment VI. The Committee had requested the
staff to find out about the proviso in Section 6 of the proposed
bill concerning whether the consent of all bondholders is necessary
for consolidation purposes. The conclusion was that it isn't
necessary to have revenue bondholders consent as long as their
security position has not been diminished. Therefore, it might
be possible to eliminate that reference on page 4 of the bill draft.
There was considerable discussion concerning this issue. Senator
Christy then moved that the words in the proviso on page 4 of the
bill draft, beginning with the word "and" and ending with the word
"thereto', be eliminated. Representative Vogel seconded his motion,
and it carried.

Upon motion offered by Senator Wilson and seconded by
Representative Vogel, the Committee voted that the bill draft as
amended and as corrected at this meeting be introduced to the next
Session of the Legislature, and that it be recommended favorably
for passage. The motion carried.

Representative Vogel moved that the Chairman be given
authority to recommend the bills considered by the Committee to the
proper initial chamber of the 1976 Legislature. Senator Wilson
seconded the motion and it carried.

Upon motion by Senator Christy and seconded by Repre-
sentative Hamm, the Committee Report on Proposal No. 3 was approved.
This report is appended as Attachment VII.

Upon motion by Representative Hamm and seconded by Senator
Wilson, the Committee voted to give tentative approval to the min-
utes of the last meeting, to be confirmed by mail.

This being the last meeting of this interim committee,
the Chairman expressed his thanks to the staff and committee mem-

bers for their diligence and cooperation. The meeting was then
adjourned.

Prepared by Don Jacka

Approved by Committee on:

Date
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ATTACHMENT I

PROPOSED BILL NoO.

By Special Committee on Agriculture and Livestock

AN ACT concerning agricultural and horticultural corporationss
prohibiting certain corporations from engaging in fhe agri-
cultural or horticultural businesss amending Ke S. A.
17-5901 and 17-5902, and K. S. A. 1975 Supp. [17-7503,

17-7504 and 17-750%, and repealing the existing sections.

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

Section 1. K. S. A. 17-5901 is hereby amended to read as
follows: 17-5901. (a) No corporation shall directly or indi-
rectly engage in the agricultural or horticultural business of
producing, plantings raisings harvesting or gathering of wheetr
cerRT—graia-sershumsy—berterr-oatsyr—rye——er——poteteoes cultivated
farm _crops or the milking of cows fdr dairy purposes: Provided.
however, That nothing herein contained shall prevent a domestic
corporation from engaging in any agricultural or horticultural
business of producings, planting, raising, harvesting or gathering

o wheatry—corAry—gretn—scrghtrsyr—rarteyy——catsy——rye——or——potatoes

cultivated _farm _crops or the milking of cows for dairy purposes
if (1) such corporation does not héve mdre than ten (10) stock-
holders; (2) all of the stockholders of the corporation are indi-
vidualss trustees, natural or corporate, under trust instruments
wherein individuals or classeslof individuals are designated as-
primary or principal beneficiaries or guardianss conservators,
executors or administrators of individualss (3) all of the
incorporators are natural persons residing in this state; and (4)
such corporation does not ownfq:éontrol. ménage or supervise,

either directly or indirectigz iﬁ-ﬁﬁ#—eﬁe—VjEfE7a total of more

thaean five thousand (5,000) acres of {idjjjgnzibland}—aﬁé—é5+~hone

of——-the—-—stockhorders—own—stock—th—another-corporatton—avtnoriz=d

to—engage—ta—any —agrtentenrat-orortietttorat-ousine ss—- ~af——pro—
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dguetngy——prantingy——retsitngy— —harvestiag——or——gathering—of-rnheaty
corpy—gremserghttsr-barteyr—oatsyr-rye—or—potatees—or—the——mi -

irg-of-cons—for-ceiry-purposes¥—but on which crops are harvested,

Nothing herein shall prevent any corporation, either domestic or
foreign, organized for coal mining purposes from engaging in the
agricultural or horticultural business on any tract of land owned
by it which has been strip mined for coal.
(b) No person shall own stock in more than one (1) corpora-
tion authorized by this section to engage in any agricultural or
horticultural business., For the _purposes _of _this sections. _an
individual owning stock in any such corporation whose_ spouse owns
stock in another such corporation shall not be deemed in viola=
tiop of this subsection regardless of whether anv of _said stock
is held _in joint tenancy, tenancy in common or in trust for the
bensfil of eliiher or bolth ol said individuals,
(c) For the purposes of subsection (al)(1) of this section,

a__husband and wife owning stock in a corporation authorized by

this secticn to engage in any agricultural or hortisultnural bnei-—

ness_shall be counted as _one (1) _stockholder regardless of wheth-—

er any of said stock jis held individuallv, in joint tepancv. ten-

ancyvy _in éommon or in trust for the benefit of either or _both _of

said_individuals, .

{d) The provisions of the general corporétion laws of this
state. chapter 17 of the Kansas Statutés Annotated and acts
amendatory thereof or supplemental theretos and all powers and
rights thereunder shall apply to farm corporations organized
hereunder except where such provisions are in conflict with or
inconsistent with the express previsions of this acte.

58Cs 24 HBe Be Aa l?~5§02 is hereby amended to read as fol-
lows: 17-5902. (a) All corporations which own or tease have a
leasehold jmtgtgai_in any land within this state which is used or
usatrte for farming or agricultural or horticultural purposes
shall provide the information required of such corporations in

their annual reports pursuant to K. S. A. +9+#2 1975 Supp.

17=7503, 17=7504 or 17-7505, as stteh—sesetions—-are amended by—this




~e&ett Provided, however, That (1) a tract of land of less than ten
(10) acresy or (2) contiggots——contracts—of—tapnd-vikich—in—the
mggregate—are—of-tess—than—ten—i8r—geresy—or—€3) state accessed
railroad operating property shall not be deemed land used or
wsebyte for farming or agricultural or horticultural purposes for
informational feporting under this act.

(b) Any person who shall knowingly submit, or who through -
the proper and due exercise of care and diligence should have
known that any submission of information and statements required
of corporations subject to the provisions of this section are
false or materially misléading, or who fails or refuses to submit
such informatioh and statements shall be guilty of a class A mis-
demeanor.

ANl (c) The secretary of state shall keep a separat; index of

all corporations subject to the provisions of *this section and

report anvy apnarent violations _of this act__to _the attornev

general. If the attornev general has reason to _believe _that a

cornoration 45  engaging _in apv aagricultural or horticultiral

business in violation of this acts _the attorney general _shall

institute an action ip the district court of anv countv_in which

land is held in apparent violation of this _act, 1f _the court

finds _that _the land _in question is being held in violation of

this act, it shall epnter an order so declarino.- The court shall'

file for record such._ _order with the reagister of deeds of each

county in which anv portion of such_ _lands are _located, There-—
after, _any _corporation having _an _interest in such land shall

comply with anv orders of the court, which orders shall allow

such corporation no lopager than a five—vear period from the date

of such order to _come _into compliance with this _act. __Such

limitation _period _shall be a covenant running with the title To
the land against any corporate grantee, ascianee or Successor to

such_corporation., If the court finds that the land being bheld in

violation of this act is owned or otherwise held or controlled by

a _foreian corporation, the order of the court shall specify that

such _cornoration shall divesf itself of all interest in anv _such




land on or before July [4 1981,

Sec. 3. K. S. A, 1975 Supp. 17-7503 is hereby amended to
read as follows: 17-7503. (a) Every domestic corporation organ-—
ized for profit shall make an annual report in writing to the
secretary of 'state,_showing the financial condition of the cor-
poration at the close of business on the last day of its tax
period next preceding the date of filing, but if a corporation’s
tax period is other than the calendar year, it shall give notice
thereof to the secretary of state prior to December 31 of the
year it commences such tax period. The reports shall be made on
forms provided by the secretary of state and shall be filed at
the time prescribed by law for filing the corporation’s annual
Kansas 1income tax return, except that if any such corporation
shall apply for an extension of time for filing its annual income
tax return under the internal revenue service or pursuant to sub-—
section (;) of K¢ S As 1975 Supp. 19-3221, such corporation
shall also apply (prior to the due date of its annual report) to
the seccretary of state for an extension of the time for filing
the feport hereunder and the same shall be extended a correspond-
1ng' time to that wunder said 79-3221. Such application sﬁall
include a copy of the application to income tax authorities. The
report shall contain the following information:

(1) The name of the corporations;

(2} The location of the principal office:

(3) The names of the president, secretary, tréasurer and
members of the board of directors, with the post-office.address
and the residence address of eachj

(4) The amount of each élass of authorized capital stock
and the par value of each share, if any3

(5) The date of the annual election of officers and direc—
torss

(6) The amount of capital stock issued and the amount of

1

capital stock paid ups

(7) The nature and kind of business in which the corpora-

tion is engaged and its place or places of businessi




(8) A complete and detailed statement of the assets,
liabilities and net worth of the corporations and

(9) A 1list of stockholders owning at least five percent
(5%) of the capital stock of the corporation, with the post-
office address of each and the number of shares held by each.

(b) Every corporation subject to the provisions of this
section which ewns-er—teases is the owner or lessee of any land
within this state which is used er-usabte for farming or agricul-
tural or horticultural purposes shall show the following addi-
tional information on the report:

(1) The acreage and location listed by sections range,
township and county of each lot, tract 5r parcel of land in this
state owmed—or—-teased—y of which the corporation is_the owner or
lessee and which is used er-usabie for farming or agricultural or
horticultural purposess .

(2) The purposes—for—whtem corporations’s use of such 1land

Fe—orred—eor-tesseds

£
1)

gff%f%f%%f%%%%%%)—&%&te&—&epara%e%yr—cwneé~aﬁé*ccn%?eiieé-mby——%he

corporatien—sotn—nithirand-rithort-the-state-of-Kansas—and—irhere

¢
+
;
r
f

stenated; and
€4>(3) The total number of stockholders of the corporation.
(c) Such report shall be signed by the président,'treasurer
or secretarys swérn to before ‘an officer duly authorized to
administer oaths and forwarded to the secretary of'state. At the
time of filing such annual report it shall be the duty of each
domestic corporation organized for profit to pay to the secretary
of state an annual franchise tax in an amount equal to one dollar
($1) for each one thousand dollars ($1,000) of the corporation’s
shareholder’s equity attributable to Kansas, except that no such
tax shall be less than twenty dollars ($20) nor more than two
thousand five hundred dollars ($2,500).
Sec. 4. K. S. A. 1975 Supp. 17-7504 is hereby amended to
read as follows: 17-7504. (a) Every corporation organized not

for profit shall make an annual report in writing to the secre-



tary of state, showing the financial condition of the corporation
at the <close of business on the last day of its tax period next
preceding the date of filing, but if a corporation’s tax period
is other than the calendar year, it shall give notice thereof to
the setretary of state prior to December 31 of the year it com—
mences such tax period. The reports shall be made on férms pEG=
vided by the secretary of state and shall be filed at the time
prescribed by 1law for fi;ing the corporation’s annual Xansas
income tax return, except that if any such corporation shall
apply for an extension of time for filing its annual income tax
return under the internal revenue service or pursuant to subsec—
tion (c) of K. S. A. 1975 Supp. 19-3221, such corporation shall
also apply (prior to the due date of its annual rebort) to the
secretary of state for an extension of the time for filing the
report hereunder and the same shall be extended a corresponding
time to that under said 79-3221. Such applicatioﬁ shall include
a cﬁpy of the applicaticn to income tax authorities. If any such
corporation is not required to file a Kansas annual income tax
return, the annual report and tax required by this section shall
be due in the office of the secretary of state on or before April
15 of each year. The report shall contain the following informa-—
tion: |

(1) The name of the corpération:

(2) The location of the principal office:

(3) The names of the presidents secretary and treasurer,
and the members of the board of directorss with the post—-office
address and the fesidence address of each}

(4) The amount of each class of authorized capital stock
and the par value, if any, éf each sharej

(5) The number of memberships issued or the amount of capi-
tal stock issued and the amount of capital stock paid up; and

(6) A complete and detailed statement of the assets,
liabilities and net worth of the corporation.

(b) Every corporation subject to the provisions of this

section which ewnrs—or—teases is the owner or lessee of any land




within this state which is used er-usebie for farming or agricul-

tural or horticultural purposes shall show the following addi-

tional information on the reports:

(1) The acreage and location listed by section, range,
township and cbunty of each lot,y, tract or parcel of land in this
state eowmed-er—teased-my of which the corporation is_tihe_owner or
lessee and which” is used er—usabte for farming or agricultural or
horticultural purposess;

(2) The purposes——for-whieh corporation’s_use of such land
t—owned-or—tenseds

%3*—4¥h&—V&}&&—0f-%h&*ﬁ0ﬁ&nge&fEdP&f—&SSEES—Bna—'%he—‘agff;
ettturat—-assetsy—-stated-separately r~owred—and-controlted—by-the
corperattren-poth—within-and-withovt-the—state—of-Kanses—and-rwhere
sttuwated; and 1

¢4>r(3) The total number of stockholders of the corporation.

(c) Such reports shall be signed by the president, trea-
surer or secretary of the corporation, sworn to before an officer
duly authorized to administer oaths and forwarded to the secre-
tary of state. At the time of filing such report, each nonprofit
corporation shall pay an annual privilege fee of Tive ddliars
557

lSec. By Ks S,‘.‘Ao 1975 Supp. 17-7505 is hereby amended to

read as follows: 17-7505. (a) Every foreign cdrporation érgan—
ized for profit, or organized under the céoperative type statutes
of the state, territory, or foreign country of incorporation. now
or hereafter doing business in this state. and owning or using a
part or all of its capital in this state, and subject to Vcompli-
ance with the laws relating to the admission of foreign corpora-
tions to do business in Kansas, shall make an annual report in
writing to. the secretary of states showing, in such form as the
secretary of state may prescribe, the financial condition of the
corporation at the close of business on the last day of its tax
period next preceding the date of filing. but 1if a corporation
operates on a fiscal year other than the calendar year it shall

give written notice thereof to the secretary of state prior to



the thirty-first day of December of the year of commencing such
fiscal year. The report shall be made on a form provided by the
secretary of state and shall be filed at the time prescribed by
law for filing the corporation’s annual Kansas income tax return,
except that if any such corporation shall apply for an extension
“of time for filing its annual income tax returh under the
internal revenue service or pursuant to subsection (c) of
K. S. A. 1975 Supp. 79-3221, such corporation shall also apply
(prior to the due date of its annual report) to the secretéry of
state for an extension of the time for filing the report here-
under and the same shall be extended a corresponding time to that
under said 79-3221. Such application shéll include a copy of the
application to income tax authorities. The report shall contain
the following facts:

(1)  The name of the corporation and under the laws of what
state or country organizeds |

(2) The location of its principal offices;

(3) The names of the presidents secretary, treasurer and
members of the board of directors, with the post-office address
and the residence address of eachj

(4) The date of the annual election of officers and direc-
tors;s

(5) The amount of each class of authorized capital-stock,
~and the par value, if anys of each share= 

(6) The amount of capital stock issued and the amount of
capital stock paid ups : |

(7) The nature and kind of business in which the company is
engaged and its place or places of business both within and with-
out the state of Kansass;

(8) The name and location of 1its office or offices in
Kansas, and the name and address of the officers or agents of the
company in charge of its business in Kansas3

(9) The value of the property owned and used by the company
in Kansas, where situateds and the value of the property owned

and used outside of Kansas and where situateds

o



(10) The corporation’s shareholder’s equity attributable to
Kansass and

(11) A balance sheet showing the financial position of the

.corporation at the close of business on the 1last day of its

income tax fiscal year next preceding the date of filino.

(b) Every corporation subject to the provisioné of this
section which ewms-er-teases is the owner or lessee of any land
within this state which is used er—tusaste for farming or agricul—
tural or horticultural pufposes shall show the following addi-
tional information on the report:

(1) The acreage and location listed by sections range,

township and county of each lot, tract or parcel of land in this

state ewrmed—eor—teased-ky of which the corporation is the owner or
lessee and which is used or usable for farming or agricultural or

horticultural purposess;

(2) The purposes—for-whieh corporation’s use of such land
is—-owned-or—teased+ |

- ~thre——vatve——of—the—nonagricutturet —assets—and-the—agri-
etriturat-assetsy—stated-separatetyr—onned—and-controtied——oy——the
ccrpora%ioﬁFbo%h—#f%hin"and—wfthou%~%he~3%a%e-of—&an&&&~&ﬁ&-where
sitaaceds; and

€4¥(3) The total number of stockholders of the corporation.

(c) Such report shall be signed by the president, tfeasurer
or secr:tary, sworn to before an officer duly authorized to
administer oaths ond forwarded to the. secretary of states
together with the certificate of good otanding required to be
filed by a foreign corporation under the general corporation
code. At the time of filing its annual report, each such foreign
corporation shall pay to the secretary of state an annual fran-
chise tax in an amount equal to one dollar ($1) Tfor each one
thousand dollars ($1,000) ofr the corporation’s shareholder’s
equity attributable to Kansas, except that no such tax shall be
less than twenty dollars (3%20) nor more than two thousand five
hundred dollars ($2,500).

(d) Whenever any foreign corporation shall file a certir-
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icate of good standing with the secretary of states, the secretary
of state shall dispose of all papers, records and other documents
of such corporation which are superseded by such certificate of
good standing or which are‘no longer required by law to be filed
with the secrefary of stéte.

Sec. 6. K. S. A, 17-5901 and 17-5902 and K. S. A. 1975
Supp. 17-7503, 17-7504 and 17-7505 are hereby repealed.

Sec. 7. This act shall take effect and be in force from and

after its publication in the statute book.



v ' ATTACHMENT II

MEIMORANDUM
FROM: Legislative Research Department October 30, 1975
TO: Special Committee on Agriculture and Livestock
RE : Rough Draft of Committee Report on Proposal No. 2 - Alien

Ownership of Property Interests

Proposal No. 2 directs the Special Committee on Agricul-
ture and Livestock to study the extent of alien ownership of property
interests in the state and to determine the "feasibility of intro-
duction of legislation aimed at regulating ownefship of agricultural

land and property interests, in Kansas, by aliens.

Background

Although seven states have laws prohibiting alien invest-
ment in real estate and five other states have statutes which limit
alien land holding so severely as to exclude any serious investment,
no existing state statute can effectively exclude all alien invest-
ment. Through the use of corporations, partnerships, and trusts, an
alien investof may be able to avoid the impact of most state limita-
tions. .State laws are themselves subject to comnstitutional challen-
ges under the Equal Protection Clause, the Foreign Relations Power |
and the Supremacy Clause of the United States Constitution. Treaty
obligations of the United States further limit their effectiveness.

Twenty-one states have no restrictions on alien ownership.
In all other states there are some restrictions. Such restric-
tions fall into several general categories. The most common form
of state restriction is a general prohibition on alien ownership

of land. This restriction is found in seven states: Connecticut,



Indiana, Kentucky, Missiséippi, Nebraska, New Hampshire and Oklahoma.
Each of such states have exceptions to their restrictions however.
The effect of a general prohibition is generally to prohibit the
individual alien investor living abroad from purchasing agricultural
property in his own name. Some of the abdvénamedstates however,
permit resident aliens to own land. Residents may mean residents
within the state or in some cases, residents anywhere in the Uhited
States. Others of these states permit aliens, who have declared
their intention to become citizens, to own land.

Five other states have major restrictions on alien owner-
ship. These‘states are Illinois, Iowa, Minnesota; Pennsylvania and
Wisconsin. Their limitétions fall into two categories. A number of
states limit the acreage which a nonresident alien may own, commonly
between 160 and 640 acres. Minnesota effectively limits ownership
by nonresident aliens to about two acres. South Carolina, in con-
trast permits an alien to own a half a million acres and therefore,
South Carolina's is a very minor restriction. Severe acreage
limitations-éffectively prevent any major and concentrated alien
investment. Other restriﬁtions limit the time during which an
alien may hold the land. Iﬁ many instancgs the maximum holding
period is between five and eight years. This time period is usually
chosen to give an alien who has acquired land through inheritance
a reasonable time to dispose of it in a freeland market and to permit
an immigrant time to achieve citizenship. Such time limits may
serve as a substantial barrier for foreign investors since they are
thus effectively limited to leasehold interests and may not benefit

from long term gains in property values. These limits, however,
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do not serve as a complete barrier since a continuous process of
acquisition of new leaseholds or even a continuing rollover of free-.
hold interests would appear permissible undgr these laws.

Several states have very limited restrictions in terms
of practical importance. Some states exclude enemy aliens from
land ownership and others require alien holders '"to be friends'.
In either instance this requirement is of little importance since
today modern wars are cbmmonly undeclared and opposing forces are
not‘technically enemies. A few states require that a person be
eligible for citizenship in order to hold land. This is a remnant
of the anti—oriental discrimination. These types of restrictions
are probably unconstitutional, but even if they are not, they have
l1ittle effect because they have apparently never been interpreted
to actually require an alien to be applying for citizenship or satisfy
such formal requirements és literacy in English or residence in the
United States.

Only a few states have specified statutory provisions
on alien ownership of land through the use of corporations. Several
states however, have very substantial restrictions on corporate
ownership of farmland. Most of these states also prohibit certain
types of corporate entry into the farming business. Kansas law
does not address itself specifically to alien ownership of farmland
but does have a statutory restriction on corporate ownership of
farmland. Restrictions on owmership by corporations
incorporated outside the United States is probably the least success-
ful restriction since the alien corporation or investor may simply

incorporate a subsidiary somewhere in the United States. There is no
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meaningful restriction on formation of domestic subsidiaries by alien
corporations or individuals. States excluding corporations with
more than a specified percentage of alien ownership or ﬁith alien
directors or managers have been successful in some instances but the
establishment of intermediate corporate holding companies or nominees
often make it difficult to discern the true identity and nationality
of the owner.

‘Committee Deliberations and
Recommendations

The 1975 Legislature's action on S.B. 500 was the impetus
for a study concerning the alien ownership of property interests.
Following its passage from the 1975 Senate Committee on Agriculture
and Livestock, the bill went to the Senate Committee of the Whole. S.B.
500 was re-referred to the Senate Committee on Agriculfure and Livestock
for further study. To implemeﬁt'thé legislature's ;ecommended further
sﬁudy on S.B. 500, Proposal No. 2 was assigned to the Special Com-
mittee on Agriculture and Livestock for interim study.

Proceeding with S.B. 500 as a basis for study, the Com-
mittee reviewed the many'ways in which other states restrict alien
ownership of property interests and the obstacles inherent in such
restrictions. 1In their initial discussion of Proposal No. 2, the
Committee realized the interrelationship inherent between the alien
ownership of land and the topic of their study of Proposal No. 1 -

Corporate Farming. Since it was felt that a law which would restrict

the alien ownership of ﬁroperty interests would also have to restrict
similar ownership through corporations formed by such aliens, the

‘Committee decided to study Proposals No. 1 and 2 in conjunction.



In their study-of Proposal No. 2 the Committee considered.
not only the effect that a ban on alien ownership of property interests
would have on agricultural production of the state, but also the
effects of such prohibition on the commerce and industry of the
state. In its determination of the advisability of prohibitihg
the alien ownership of property interests in Kansas, the Committee
received testimony from the Kansas Department of Economic Develop-
ment (KDED). In testimony before the Committee, the representative
of KDED made reference to 25 present industries in the state which
are owned by aliens and cautioned that, for the State of Kansas' |
economy, the Committee should not recommend legislation which would
be too restrictive on alien investments. In relation specifically
to S;B. 500, the representative of KDED felt that the acreage limi-
tation on the ownership of land by an alien corporation was too
réstrictivé. It was noted that a limitation of 640 acres would
be more reasonable to prospective alien.corporationsconsidering
location within Kansas.

From its study conducted on Proposal No. 2, the Committee
realizes the need for regulating the ownership of agricultural land
by alien investors. The Committee also realizes the difference
between the investment.by aliens in land to be used for agricultural
production and land to be used for industrial sites. Because of
its inability to determine the extent of alien ownership of land -
for agricultural production -- through corporations, trusts, etc., --
and because it does not want to obstruct the economic development
of Kansas, the Special Committee on Agriculture and Livestock

recommends no legislation in relation to Proposal No. 2. However,
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the Committee notes that if the 1976 Legislature feels that the
regulation of alien property interests in the state would be of
the best interest to Kansas, S.B. 500 -- which is now held in the
Senate Committee on Agriculture and Livestock -- would provide the

necessary vehicle for the enactment of such legislation.




: | - ATTACEME  [11

MEMORANDUM:

O Special Committee on Agriculture and Livestock October 31, 1975
FROM: Legislative Research Department

RE: Rough Draft of Committee Report on Proposal No. 63 - Soil
Amendments

The Special Committee on Agriculture and Livestock was
charged by Proposal No. 63 with a "study to determine the desir-
ability and consequences of the state licensing and regulating
soil amendments'". During the course of their study, the Committee
received testimony from various representatives of the State Exten-
sion Service; the Office of Attorney General, Consumer Protection

Division; and the Soil Amendments Industry.

Background

Because of the high costs of fertilizers in recent years,
more and more farmers are attempting to substitute soil amendments
for fertilizers in efforts to economize. As a result of this
increased usage, individuals and groups throughout the state have
urged the regulation and control of soil amendments. Soil amend-
ments or conditioners differ from.fertilizers in that they are
applied to the soil to improve its quality and not necessarily to
improve its ability to sustain growth of vegetation. For this
reason soil amendments are not regulated by the present Kansas
Commercial Fertilizer Act (KSA 2-1201 et seq.). The study of
Proposal No. 63 stems from and is based on H.B. 2560 of the 1975
Legislative Session. H.B. 2560 proposed the licensing and regula-

tion of soil amendments in Kansas. H.B. 2560 failed to pass out



of the Senate Committee on Agriculture and Livestock and will be

carried over to the 1976 Session of the Legislature.

Committee Deliberations and Conclusions

Working from H.B. 2560 the Committee first meedéd to
determine if éuch legislation was necessary. Through discussion
with various conferees, the Committee concluded that although
there are many soil amendments which are adequately labeled and
perform the function promoted by the product, there is opportunity
for many other products to defraud the public through adulteration
o mislabeling. 1In discussion with a representative of the Con-
sumer Protection Division of the Office of Attorney General, the
Committee was informed that the present Kansas Consumer Protection
Act prohibits misbranding and mislabeling of products. In further
discussion it was noted that although the Attorney General's
office could remedy the misbranding or fraudulent claims of a soil
amendment in court without specific legislation, such a task
would be facilitated by the enactment of legislation such as
H.B. 2560. Through discussions with various representatives of
the Soil Amendments Industry, the Committee concluded that the
industry, in generél{ supports legislation such as proposed by
H.B. 2560, as long as the regulation of soil amendments is not
more stringent than the regulation of fertilizers. With the de-
sire to establish regulations similar to those provisions of the
Kansas Commercial Fertilizer Act, the Committee has proposed various
amendments which it will recommend to the Senate Committee on Ag-
riculture and Livestock for their consideration in review of

H.B. 2560 during the 1976 Legislative Session. These recommenda-

tions are as follows:



1. Page 1, in line 10, following '"materials" by insert-
ing "including ground lime and slaked lime".

2. In line 11, by striking '"unmanipulated'; also in
line 11, by striking ''manures' where it last appears
and insert "'compost'.

3. On page 2, in line 5, by striking all after "(£f)";
also strike all of lines 6 to 8, inclusive, and in-
sert in lieu thereof the following:

4. "'Unmanipulated animal manures' means the refuse of
stables, barnyards or feedlots consisting of animal
excreta with or without litter."

5. On page 4, in line 4, by striking "twenty-five dollars
($25)" and inserting "five dollars ($5)"; in line 12,
by striking "twenty-five cents (25¢) and insert
“"twenty cents (20¢)"; in line 12, before the period,
by inserting the following: '": Provided, That in the
case of manipulated animal manures, such fee shall
only be assessed on the tonnage of ingredients added
to the otherwise ummanipulated animal manures"; follow-
ing line 27, by inserting a new subsection to read as
follows:

"(c) The secretary is hereby authorized to reduce
the inspection fee provided for in subsection
(a) whenever he or she shall determine that
such inspection fee is yielding more than is
necessary for the purpose of administering
the provisions of this act. The secretary is
authorized and empowered to increase such in-
spection fee, or restore it, in full or in
part, when it is necessary to produce suffi-
cient revenues for the purposes of adminis-
tering this act but not in excess of the fee
herein before stated."”

6. On page 5, in line 20, by striking "any" and insert
"the'".

In their discussion of soil amendments, the Committee
agreed that agricultural liming materials including ground lime
and slaked lime -- which are not regulated by the Kansas Commer-
cial Fertilizer Act -- should not be categorized with products of
a different nature in legislation which reguiates soil émendments.

Because agricultural liming materials should be considered



.

independently, the Committee has recommended the introduction of
- .Bill __ to the 1976 Legislature. This bill would regulate
the distribution, labeling, registration and inspection of agri-
cultural liming materials.

_ Through the acceptance of the proposed amendments to
H.B. 2560 and _____ Bill , the Committee feels that the user
of soil amendments and agricultural liming materials will become
more aware of what is being purchased and will be able to more
intelligently construct an accuraté program of application. For
this reason, the Special Committee on Agriculture and Livestock

recommends Bill _ and the proposed amendments to H.B. 2560

to the 1976 Legislature.



ATTACHMENT IV
~ COMMITTEE REPORT

FROM: Special Committee on Agriculture and Livestock
£03 Legislative Coordinating Council

RE:V Proposal No. 4 - Kansas Pesticide Use and Control Law

Proposal No. 4 directed the Special Committee on Agri-
cultural and Livestock to conduct a study relating to the formu-
lation of Kansas legislation to comply with the Federal Environ-
mental Pesticide Control Act of 1972. During the course of their
study of Proposal No. 4, the Committee received testimony from
representatives of the U.S; Environmental-Protection Agency, the

State Board of Agriculture, and the Kansas State Extension Service.

Background |

The Federal Environmental Pesticide Control Act of 1972
(FEPCA) was instituted to extend federal.controls to the actual
application of pesticides by the user and to regulate intrastate,
as well as interstate, marketing of pesticide products. TFEPCA
requires that the various states submit complimentary pfograms of
compliance for review by the Environmental Protection Agency (EPA)
before October 21, 1975. This state plan must then be reviewed
and accepted by EPA and the applicators in the state must be
trained and qualified before restricted-use chemicals can be sold
and applied. All provisions of the Federal Environmental Pesti-
cide‘Control Act become effective on October 21, 1976.

The formulation of a Kansas progfam of compliance and
complimentary state legislation has been the topic of two previous

interim studies. During the 1973 interim, the Special Committee on



Agriculture and Livestock conducted a étudy in this subject area
and recommended that compliance with FEPCA be initiated to enable
the education, training and regulatory programs to be formulated
and instituted by the date of compliance -- October 21, 1976. To
initiate Kansas' compliance, the Committee requested that the
Governor designate a state agency to be responsible for the for-
mulation of the Kansas plan for compliance with the Federal Environ-
mental Pesticide Control Act of 1972. As a result of the initial
interim study in this subject area, the State Board of Agriculture
was designated as the agency responsible for the formulation of a
state plan for compliance.

The 1974 Spécial Committee on Agriculture and Livestock
again studied an interim proposal concerning the comﬁliance with
the 1972 federal legislation. As a result of that study a bill
was drafted and submitted-to the 1975 Legislature. This 1egiéla—
tion, H.B. 2001, set forth a Kansas plan of compliance with the
Federal Environmental Pesticide Control Act of 1972. |

.During‘the 1975 Legislative Session, H.B. 2001 was ini-
tially directed to the House Committee on Agriculture and Livestock
where it received various amendments and was recommended favorably
for passage. H.B. 2001 was again amended by the House Committee
of the Whole and passed to tﬁe Senate. The Senate Committee on
Agriculture and Livestock received the bill and again it was
amended. Following its amendments, the Senate Committee favofably
recommended H.B. 2001 to the Senate Committee of the Whole. The
Committee of the Whole reviewed H.B. 2001 and re-referred it to the

Senate Committee on Agriculture and Livestock for further study.



.

As a result of that re-referral, the present interim study was

assigned to the Special Committee on Agriculture and Livestock.

Committee Deliberation

At the onset of their deliberations on Proposal No. 4,
the Committee received testimohy from the State Board of Agricul-
ture in relation to the Kansas State Plan of coﬁpliance with FEPCA.
It was noted that this state plan is to be submitted to the EPA
accompanying the complimentary state legislation. Following a
review of the state plan, the Committee received testimony from
representaﬁives of the EPA concerning Kansas' compliance with

the Federal Environmental Pesticide Control Act of 1972.

In their presentation‘before the Committee, the repre-
sentatives of EPA explained to the Committee their doubts at the
successes of the various amendments to FEPCA which were before
Congress. In that discussion it was noted specifically that the
effective dates of the Act would most likely not be changed and
that compliance with FEPCA would be mandatory on October 21, 1976.
In relation to thé effective dates of the Act, the Committee was
reminded that therstate plan and,the'state‘legislation which would
bfing Kansas into compliance with FEPCAwere to be submitted to EPA
for review by October 21, 1975. It was then noted that although
the legislation, H.B. 2001 -- which would accompany the state plan
and provide for Kansas' compliance with FEPCA -- would not have

1egisiative approval on October 21, 1975, there was provision for



a contingency approval of the state plan while the legislation is
pending. It was concluded that this would most likely be the
apﬁroach taken by Kansas.

In a discussion concerning the compliance by other states
with FEPCA, the representatives of EPA notéd that at that'time733 state
had paésed or already had adequate legislation for compliance.

It was then explained that of the states in this region, Iowa and
Missouri already have legislation and Kansas and Nebraska have
yet to enact complimenfary'legislation.

The conferees from the Environmental Protection Agency
then involved the Committee in a discussion of the present Kansas
laws responsible for the reguiation of the appliéation, distribu-
tion, and registration of pesticides. 1In the area of regulating
pesticide application, it was noted that the preéent Kansas
Pesticide Use Law and the Pest Control Act have been combined to
result in a bill -- H.B. 2001 -- to satisfy the regualtions insti-
tuted by FEPCA. It was then noted that a thifd,of the present
Kansas pesticide laws, the Kansas Agricultural Chemical Act -- con-
cerned with the registration of pesticides -- also needed an update
in the future. Although it was noted that the Kansas Agricultural
Chemical Act was adequate for compliance with FEPCA, an updated
piece of legislation would enable Kansas to register minor uses
of pesticides under Section 24(c) of FEPCA, a funétion which cannot
be performed presently under the Kansas Agricultural Chemical Act.

| The EPA's presentation was then directed toward the
specifics of H.B. 2001. Preceding their discussion with the

qualification that H.B. 2001 was a good basis from which to comply
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with FEPCA, the EPA representatives présented a number of amendments
which they recommended upon their review of the bill. From those
amendments which were recommended and also from a variety of amend-
meﬁts proposed by various Committee members, the Committee undertook

a review of H.B. 2001.

Conclusions and Recommendations

At the conclusion of their study of éroposal No. 4, the
Special Committee on Agriculture and Livestock compiled a number
of émendments to H.B. 2001, which they felt would result in a more
effective and applicable bill. Since H.B. 2001 is being heldover
in the Senate Committee on Agriculture and Livestock from the last
legislative session tc the upcoming, 1§76 Session, the present
interim committee is not able to amend it directly. Instead, the
Committee has opted toc offer their recommended amendments for con-
sideration by the Senate Agriculture and Livestock Committee of
the 1976 Legislative Session. The changes to H.B. 2001 which are
recommended by the 1975 Special Committee on Agriculture and
Livestock are as follows. | -

1. On page 1, in line 11, following the word "any"

by inserting "restricted use"; in line 12, pre-

ceding the period by inserting '"to use by a

certified applicator”;

2. On page 4, in line 3, by striking the period and
inserting in lieu thereof ": Provided, that";

3. On page 4, in line 8, preceding the word "board"
by inserting "secretary of the';

4. On page 4, in line 11, following the word "means"
by inserting ", unless otherwise provided by the
labeling of a pesticide product,";



10.

Il.

12.

13

14.

On page 4, in line 25, following the stricken
material by inserting the following: 'The
secretary is authorized to promulgate rules
and regulations; designating certain pesticides
as "restricted use pesticides,'" according to
their uses.';

On page 4, in line 26, following the word "secre-

_tary" by inserting "for the board";

On page 6, in line 25, by striking all after "(6)) ;
by striking all of lines 26 through 29, inclusive,
in line 30 by striking all before the period and
inserting in lieu thereof "Subject to the provi-
sions of subsection (d), from and after October

21, 1976, it shall be unlawful for any governmen-
tal agency which has not been issued a government
agency registration to apply restricted use pesti-
cides within this state';

On page 8, in line 4, following the word 'pesticide”
by inserting the following ''restricted to use by
a certified applicator";

On page 8, in line 14, following the word 'certi-
fied" by inserting ', under the supervision of an
applicator certified in the category in which the

pesticide is being applied,";

On page 9, in line 10, by striking all after "obtain";

in line 12, by striking all after "certification'';
in line 13, by striking all before "until"; in line
20, following the word "in' by inserting the word
"either"; also in line 20, after the figure "4"

by inserting ''or section 8, as applicable";

~ On page 12, in line 6, following the word 'pesti-

cides"™ by .inserting '"'which have been restricted to
use by a certified applicator";

On page 12, in line 12, following the period by
inserting the following: 'No certification shall
be required hereunder for individuals operating
under the supervision of a certified private appli-
cator.";

On page 12, in line 14, by striking ''two dollars
($2)" and inserting "five dollars ($5)";

On page 12, in line 16, by.striking '"us" and insert-
ing "use';

On page 18, in line 14, by striking "Apply" and in-
serting "Use"; in line 26, by striking "application"
and inserting ''use''; '



15. On page 18, in line 27, by striking ''the directions
for use shown on"; :

16. On page 20, in line 4, by striking "formulation"
_and inserting 'kind and quantity of any carrying
agent'';

17. On page 21, in line 7, by striking all after "cus-
tomer"; in line 8, by striking all before the colon
and inserting in lieu thereof '"at a time established
by rules and regulations promulgated by the secre-
tary or board";

'18. On page 21, following line 30, by inserting a new

subsection (e) to read as follows: '"(e) The secre-

_tary shall require certified commercial applicators
who are not employed by or otherwise acting for a
business licensee to maintain records concerning
applications of restricted use pesticides. The
secretary shall specify by rules and regulations

the information to be contained in such records,
which shall be maintained for three (3) years from
the date of application of the pesticide concerned.
Such records shall be open to inspection by the secre-
tary or his authorized representative during normal
business hours, and copies shall be furnished to the
secretary or his authorized representative upon re-
quest."

19. On page 25, in line 24, following the word "inspect"

by inserting 'or sample'; in line 28, by striking

all after the semicolon;

20. On page 25, in line 29, by striking the period and
inserting "; or'"; following line 29, by inserting

a new paragrazph to read as follows: '(6) To observe

the use and application of a pesticide."”

In addition to the amendments to H.B. 2001, the Committee
also recommended a revision, in the near future, of the Kansas
Agricultural Chemical Act. The Committee feels that such a revi-
sion would enable Kansas to implement an important portion of the

Federal Environmental Pesticide Control Act of 1972 -- that of state

registration of minor pesticide uses.



It is felt by the Committee that the knowledgeable and
proper use of pesticides can greatly enhance the agricultural pro-
ducfion of Kansas. The Committee feels that through the recommen-
dations proposed as a result of their study of Proposal No. 4, a
more comprehensive and‘effective regulation of pesticide application,
registration and education program can be realized. For these
reasons, the Committee recommends the amendment, as outlined above,

and the passage of H.B. 2001 during the 1976 Legislative Session.

,1975 Respectfully submitted,

Senator Leslie A. Droge, Chairman
Special Committee on Agriculture
and Livestock



ATTACHMENT v
MFMORANDUM

TO: Special Committee on Agriculture and Livestock October 30, 1975
FROM: Legislative Research Department

RE : Rough Draft of Committee Report on Proposal No. 1 - Corporate
Farming

The SpeciaI'Committee on Agriculture and Livestock was
chatged, by Proposal No. 1, with a study relating to the "agricul-
tural and socio-economic effects of horticultural and agricultural
corporation laws in Kansas with emphasis on the clarification and

revision of such laws'.

Background

Kansas has had laws restricting corporate farming since
1932 -- longer than any other state. In comparison with the eight
- other states which have laws regulating corporate farming --
Oklahoma, Minnesota, Wisconsin, South Dakota, Iowa, Nebraska,
Hissouri, and North Dakota -- Kansas is considered to have some
of the most restrictive legislation. Prior to such legislation in
Kansas, the Wheat Farming Company had incorporated in 1927 to
show, by experiﬁentation and demonstration, how grain farming could
be made profitable. 'In the process, the firm acquired ownership
of 64,000 acres in seven counties, and went public, selling more
than $2.7 million in stock to some 1,200 stockholders. Apparently
as a direct response to this and other examples of corporate big-
ness in the state, the 1931 Kansas Legislature passed a bill
prohibiting corporations from organizing for the purpose of farm-
ing. 1In 1933, the State Supreme Court used the law to revoke the

Wheat Farming Company's corporate charter.



Present Kansas law prohibits corporations from engaging
in certain specified agricultural activities. In essence, the
law allows domestic corporations -- but not foreign corporations --
to engage: "In an agricultural or horticultural business of produc-
ing, planting, raising, harvesting, or gathering of wheat; corn,
grain sorghums, barley, oats, rye, or potatoes, or the milking of
cows for dairy purposes'" (K.S.A. 17-5901).

Further,'the law states that a domestic corporation may
engage in those activities only if: it has ten or fewer stockholders,
all of whom are natural or corporate individuals or are certain kinds
of trustees; all of the incorporators are Kansas residents and
natural persons; none of the stockholders own stock in another such
corporation; and such corporation does not own, control, manage,
of supervise, either directly or indirectly, a total of more than
5,000 acres. Kansas thus allowé only those domestic corporations
with "closely-held" characteristics to farm a specific list of
crops on 5,000 or fewer acres of land. Any domestic corporation
not meeting these criteria may not engage in the business of farm-
ing, according to Kansas law. Apparently foreign corporations
may engage in farming if they avoid the statutorily-listed activi-
ties. The only statutorily declared exemption allows any corpora-
tion organized for coal mining pufposes to engage in ''the
agricultural or horticultural business" on its own land, and then
only if that land has been strip mined for coal.

In addition to the limitations set out above which re-
strict corporate ownership and control of agricultural land,
additional legislation for corporatidns in agriculture was passed

in 1973. A Special Committee on Agriculture and Livestock in the



1972 interim studying Proposal No. 15 was charged with studying
the "advantages and disadvantages of increasing or decreasing
restrictions on corporate farming in Kansas'.

The 1972 Special Coﬁmittee on Agricultufe aﬁd Livestock
studied the corporate farming laws in Kansas and found these laws
to be "among the most restrictive in the nation". Testimony be-
fore that Committee indicated that there were several problems
with the corporate farming statutes. However, at the time of
their study the Committee found little readily available data
about the extent of corporate farming in Kansas. Finding such
information necessary for the review and possible amendment of
corporate farming legislation, the Committee proposed a
bill -- passed by the 1973 Legislatufe -- which required corpora-
tions to include in their Annual Reports to the Secretary of
-State a list of their land interests in Kansas. (The bill, 1973

H.B. 1013, became Chapter 99 of the 1973 Session Laws of Kansas.)

Specifically, the bill passed in 1973 requires domestic
corporations organized for profit, foreign corporations -- those
incorporated in another state -- organized for profit and non-
profit corporations which involve themselves in farming or other
agricultural or horticultural activities to show the following
additional information on their Annual Reports:

1. The acreage and location of each lot, tract or parcel
of land in this state owned or leased by the corpora-
tion and used or usable for farming or agricultural
or horticultural purposes;

2. The purpose for which such land is owned or leased;

3. The value of the non-agricultural assets and the ag-
ricultural assets, stated separately, owned and

controlled by the corporation both within and without
the State of Kansas; and
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4. The total number of stockholders of the corporation.

Since 1973, corporations which own or lease agricultural
land have been required to detail their holdings in their annual
reports to the Secretary of State. While there are penalties for
failing to file such report, and for filing false or misleéding
information, there are no penalties specified for domestic corpor-
ate oﬁnership of more than 5,000 acres, or for farming any of the

restricted crops.

Committee Deliberations

Anticipating a study of the subject of Proposal No. 1,
prior to the interim the staff initiated a study of the nature and
extent of corporate farming in Kansas. The study, based upon
FY 1974 Annual Reports of agricultural corporations on file with
the Secretary of State, was completed and presehted to the Com-
ﬁitteé during the interim.

In a discﬁssion of Kansas corporate control of agricul-
tural land on a statewide basis it was noted that in FY 1974 there
were 1,037 corporations -reporting control of agricultural land in -
Kansas. Although 13 firms failed to report the acreage under their
control, the remaining 1,024 firms reported control of 1,248,935
acres. This figure represents 2.4% of the total land area of the
state and 2.5% of the total Kansas land area in farms. Of the
acreage under corporate control, 10% was leased and 827 was owhed
by the firms. The average parcel of land under corporate control
was 1,212 acres, nearly double the 609 acres considered the

average farm size in Kansas during the time period studied.



As might be expected, the extent of corporate control
of Kansas land varies from county-to-county and from one region of
the state to another. A glance at Map 1 -- which displays the
total acreage controlled by corporations in Kansas collapsed in
five acreage classes -- leads to several generalizations: rela-
tively little acreage in the eastern-most counties of the state
was controlled by corporations, and most of the counties in the
western one-half of the state had a larger amount of land con-
trolled by corporations. It would appear that the amounts of
acreage controlled within the counties varied roughly with the
type of farming conducted in the area. The incidence of irrigated
crops in the southwestern counties and the higher level of capital-
involvement in farming in those counties may help account for
the larger acreages controlled by corporations in those counties.
Also, the prevalance of large cattle grazing operations in the
Flint Hills counties -- located in east central Kansas -- may help
to explaiﬁ the higher acreage totals of those counties.

From the data which was presented to the Committee, var-
ious tendencies in relation to the nature of the corporations in-
volved in agriculture were noted'by the Committee:

1. Such firms tended to consider themselves "agricul-
tural' in nature, and controlled relatively small
parcels of land for broadly agricultural purposes;

2. these firms tended to be small in terms of total
assets, and they have not substantially diversified
their assets between the agricultural and non-

agricultural sectors; and

3. land assets tended to be a relatively small propor-
tion of the firm's total assets.
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MAP 1 -- LAND CONTROLLED BY CQRPORATIONS,

oord ALLEN - |

.

HERGALE

[T |
et

S1AVELL

cut l toc
L3 I R R —A—T e

L

LICREGH

OO GE RAAL

=]

,1\(\{!I
| 1
Hi
M
i
RANT

by _ r————
a _ = w CEmTmE T &)
L E 2 3 .
4 a 3 | s
$ i3 < = z
) = = <
ku-”\ll n-o

* 7

E=—3 7,000 to 13,999

LEGEND

Less than 4;OOO,acres

il 4,000 to 6,999

T 14,000 to 27,999

28,000 and‘Above




._7__

The Committee concluded thaﬁ at the county level, the
extent of corporate involvement in agriculture, as measured by
corporate control of agricultural land, appears to be localized,
and may be associated with type of farming. Corporations control
a significant amount of land in some counties, although several
counties have virtually no such corporate activity.

At the state level, the Committee found there was a
relatively small proportion of corporations who reported control
of agricultural land, aﬁd less than 2% of the total land in farms
was controlled by such firms. From the data presented, it appeared
to the Committee that corporate involvement in agriculture exists

in Kansas on a limited basis.

Committee Recommendations

J

59 agricultural production. Although the Committee realizes the need
for certain restrictions on corporate activities in agricultural
J production, they are of the opinion that the present method of
%‘ restriction is inadequately based. [Ihe Committee feels that the
state should not restrict a corporation on the amount of land owned
but instead, restrictions should be placed.on the utilization of
the land owneéj
In the discussion of present Kansas corporate farming
laws, the Committee's attention was directed at the reporting fea-
tures of the present legislation. The Committee noted the many

ambiguities of the present areas on which the corporations report
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their agricultural activities. In a discussion of these report-
ing features of the present law, the Committee found need for
their perpetuation -- so that a data base of information can be
maintained concerning corporate farming activities in Kansas. 1In
relation to this data base, the Committee feels that the present
legislation relating to the annual reports filed by corporations

. W*WCM)R/JAJ—-‘" .
which comtror—or—mamase agricultural land should be amended to

resolve the many present ambiguities of present law, so in the future

more accurate studies of the nature and extent of corporate farm-
ing in Kansas can be conducted.

The final deficiency which the Committee became aware
of concerns the enforcement of the present laws and the penaltieé
for violation of those present corporate farming statutes. 1In
relation to the enforcement of the present restrictions placed
on corporate farming, the Committee found that many corporations
were in violation of both the reporting procedures and the restric-
tions on ownership and control of agricultural land. The Committee
also found that the present law, as it relates to the violations
of the farming restrictions on corporations, does not contain
penalty provisions. In relation to these two problem areas, it
is the Committees conviction that by providing for a method of
enforcing the present corporate farming statutes, both of these
problems will be alleviated.

To cure the above noted ills in the present corporate
farming statutes, the Committee recommends Bill
favorably to the 1976 Legislature, This bill not only is directed
at the restrictions on corporate use of land, but also addresses

the problems of ambiguities in reporting and enforcement of the

provisions of the present corporate farming statutes.



Instead of restricting the ownership of land by corpora-

tions which farm certain restricted crops -- as is the present
method of restricting corporate farming activities -- _ Bill
T_____places a restriction wmet on the ownership of land but—en— ni
“ﬁ'fheﬂugg of such land by the corporation.[:%he attached bill,

6?, Bild ,» prohibits any corporation frg
~harvesting-more th&n\3: 0 acres each year“- there are no restric-

tions on the amount of ch corporation. The pro-

posed restriction would exemp grazing and feeding of cattle
from the 5,000 acre limitati Thitqugh this method of restriction

the Committee feels thaf~any problems ca

ed by corporate farming

-- in relation to the socio-economic compositiqQn of rural Kansas

or the agricuitural production of the state -- can be minimi%féz]
Bill also amends various ambiguities which

are present in the annual reports filed by corporations owning

or eﬁ%ggg;;%ﬁg agricultural land. Through the amendments offered
to alleviate these ambiguities, the Committee expects more ac- o
curate reporting of corporate activities in the agricuitural
prqduction of Kansas. |

Incérporated within Bill are provisions for
the enforcement of the corporate farming statutes. This bill pro-
vides for notice of violation to be given by the Secretary of
State -- holder of the annual corporate reports -- to the Attorney
General. It also directs the Attorney General to proceed with an
investigation of such violations and enforcement of the act. The
Committee feels that the enforcement provisions included within

Bill will reduce the numbers of corporations in viola-

tion of the corporate farming statutes.
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To institute the above changeé in the present corporate
farming statutes, and to result in a more effective method of
regulating corporate farming in Kansas, the Special Committee on
Agriculture and Livestock favorably recommends Bill to

the 1976 Legislature.
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ATTACHMENT VI

PROPOSED BILL NO.

By Special Committee on Agriculture and Livestock

AN ACT authorizing the consolidation of rural water districts and
providing the procedure therefor; amending K. S. A. 1975

Supp. 82a-619, and repealing the existing section.

Be it epacted by the lLegislature of the State of Kapsas:

Section 1. K. S. A. 1975 Supp. 82a—-619 is hereby amended to
read as folleows: 82a-6i9. Every district incorporated-under
this act shall have perpetual successions subject to dissolution
as——providec-by-this—ect+ or consolidation pursuant fo lawi shall
have the power of eminent domain and when exercising said power
for the purpose of acquiring a site for a lake may condemn a fee
simple title to the land necessary for such lake sites shall be
empowered to sue and be suedi shall be capable of contracting and
being contracted withs shall be authorized and empowered to hoid
such real and personal property as may come into 1its possession
by will, gift, purchase, or otherwise, as authorized by laws;
shall have power to construct, install, maintain and operate such
ponds.. reservoirs, pipe lines, wells, check dams, pumping
installations or other facilities for the storage, transportation
or utilization of water and such appurtenant structures and
equipment as may be necessary to carry out the purposes of its
organization, and shall have power to cooperate with and enter
into sﬁch agreements as deemed necessary with the secretary of
the Unifed States department of agriculture or his or her duly
authorized representative, and shall have power to accept such
financial or other aid which the secretary of agriculture of the
United States department of agriculture is empowered to give pur-—
suant to 16 U.S.C.A.s secs. 590ry 590s, 590x—-1, 590x—-a and
590x-3y or amendments thereto, and shall have pbwer to acquire

loans for the financing of up to ninety-five percent (95%) of the



cost of the construction or purchase of any project or projects
necessary to carry out the purposes for which suéh district was
organized and to execute notes and mortgages in evidence thereof
wit.,, interest, or combined interest and mortgage insurance
charges, not to exceed six percent (6%): Provided, however, That
any district shall have the same power to acquire loans for the
refinancing of up to ninety-five percent (95%) of the original
cost of any such project or projects. The balance of the cost of
construction shall be acquired by subscription, donation, gift or
otherwise than through the medium of loans, except that in the
case of cooperative corporations and corporations not for prdfif
being converted to water districts as provided for in K. S. A.
82a—-631 to 82a-635, inclusive, the district may assume one -hun—
dred percent (100%) of the indebtedness of the corporation, pro-
viding the corporation originally raised at least ten percent
(10%) of the construction cost by means otherwise than through
the medium of loans. |

Any such loan may be secured by any or all of the physical
assets owned by the district, including easements and rights of
way: Provided, No distirict organized under this act shall have
any power or authority to levy any taxes whatsoever. |

New Sec. 21 Any two or more contiguous rural water dis-
tricts organized pursuant to K. S. A. 82a-612 et seq. may be con-
solidated by order of the board of county commissioners of the
county in which the district with the largest number of parti-
cipating members was originally incorporated and organized.

New Sec. 3. A majority of the participating members'of each
district to be consolidated shall first authorize the consoli-
dation of such districts. A petition addressed to the board of
county commissioners of the county with the largest number of
participating members, executed by the chairman and secretary of
each district seeking consolidationsy and filed with the county
clerk of such county shall: (1) Set .forth the names of each dis-—
trict seeking consolidation; (2) be accompanied by a map showing

the boundaries of such districtss (3) state that the consoli-
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dation has been approved by a majority of the members of each
districts (4) state whether or not the boards @f the districts
proposed to be consolidated have agreed to assume all existing
liabilities of such districts as provided in section 6 of this
acts and whether such agreement has been approved by the holders

f all outstanding revenue bonds and promissory notes; and (5)
state that the consolidated district will provide adequate water
service within the area of the consolidated district.

New Sec. 4. Whenever a petition is filed with the county
clerk of the county having the largest number of participating
members, as provided in section 3 of this act, such county clerk
shall thereupoﬁ give nctice to the board of county commissioners
of such county of the filing and pendency of such petition and
the board of county commissioners shall forthwith fix a place and
time within thirty (30) days from the date of the filing of the
petition for a hearing thereon, and the county clerk shall, at
least seven (7) days before the date fixed for the hearing, give
or send by registered or certified mail, written notice thereof
to the chairman of each district seeking consolidation, and shall
transmit one copy of the petition and notice of the hearing to
the chief engineer of the division of water resources. At least
seven (7) days prior to the date fixed for the hearing, the
county clerk shall also cause a notice of the hearing to be pub-
~lished in a newspaper having general circulation within the
county. Such published notice shall: (1) Identify by name the
districts seéking consolidations (2) state the time and place of
the hearings (3) state that all interested persons may appear and
be heard; and (4) state that a consolidated water district shall
have no power or authority to levy any taxes whatsoever.

New Sec. 5. If, at the time and place set for the hearing,
the board of county commissioners shall find and determine thats:
(1) Notice of the hearing has been given as required by section 4
of this acts (2) the proposed consolidation has been approved by
a majority df the members of each district seeking consolidation

as provided by section 3 of this acti (3) that the statements



contained in the petition for consolidation are trues the board
of courty commissioners shall thereupon enter an order declaring
the area within the boundaries of +the rural water districts
"seeking consolidation to be incorporated as a consolidated rural
water district under the name of "consolidated rural water dis-

trict no. ’ County, Kansas (inserting number in

order of consolidation and name of county). The county clerk
shall thereupon send a copy of such order to the chief engineer
of the division of water resources and the secretary of state.
New Sec. 6. At the time of the effective date of the con-
solidationy, all the property of the original districts shall be
combined and administered as one unit, and the consolidated dis—
trict shall thereupon be invested with all the property benefits,
franchises and privileges of the districts consolidated by the
order and shall have all the powers of rural water districts.
All revenue bonds,; promissory notes or other liabilities there-—
tofore incurred by any of the districts consolidated by the order

shall be paid in accordance with the terms thereof only from

revenues derived from the services and facilities of the original

district: Provided, however, That if, at a meeting held prior to

the hearing provided for in section 4 of this act, a majority of

the members of the boards of each district vote in favor ofdz:and aw%ﬁﬁ/

the holders of all outstanding revenue bonds, promissory notes or
other obligations agree thereto,|the consolidated district shall
assume all such obligations as liabilities to be paid from reve-
nues derived from services and facilities of the consolidated
district. |

New Sec. 7. Immediately following entry of the order of
consolidation by the board of county commissioners, the members
of the boards of the former rural water districts which were con-
solidated shall meet and elect from among themselves a chairman,
vice—chairman, secretary and treasurer. The offices of secretary
and treasurer may be held by one person. No more than two (2) of

such offices may be held by persons from one (1) of such former

rural water districts. The members of such boards shall adopt

3¢
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the bylaws of one of the former districts with such changes and
modifications as the directors shall deem necessary. The members
of such boards of directors shall continue to serve as members of
the board of directors of the consolidated district until the
next annual méeting of the consolidated district as fixed in the
bylaws, at which time a board of directors, not to exceed nine
(9) in number, shall be elected in the same manner prescribed for
the election of an original board under K. S. A. 82a-617.
New Sec. 8. Participating members of each district forming

a consolidated district shall be deemed to be participating mem—
bers of the consolidated district.
| Sec. 9. K. S. A. 1975 Supp. 82a=619 is hereby repealedf

- Sec. 10. This act shall take effect and be in force from

and after its publication in the statute book.



ATTACHMENT VIl

MEMORANDUM
FROM: Legislative Research Department October 30, 1975
TO: Special Committee on Agriculture and Livestock
RE: Rough Draft of Committee Report on Proposal No. 3 - Con-

solidation of Water Districts

Proposal No. 3 directs the Special Committee on Agri-
culture and Livestock to conduct a study to determine the feasi-
bility of consolidatingApresenting rural water districts.. In the
course of its study of Proposal No. 3 the Committee received
testimony from various representatives of: the State Water Re-
sources Board, the Division of.Water Resources of the State Board
of Agriculture, the Farmer's Home Administration, and various

rural water districts throughout the state.

Background

Attempting to relieve the problem of limited acceptable
water in the rural areas of Kansas, the 1941 Legislature passed
legislation to enable groups of farmers to organize for the pur-
pose of obtaining a common water supply for themselves. However,
the cost of financing projects uﬁder this legislation was nearly
prohibitive, and it was not until the Rural Water District Act
was enacted in 1957 that the low cost financing -- through the
Farmers Home Administration -- became available for rural water
districts. That 1957 act is now used almost exclusively by rural

water districts because of its provisions for financing.



The past growth of rural water districts has taken place
in areas where wells supply only a small quantity of water suit-
able for domestic‘and livestock uses and have a history of going
dry‘during prolonged periods of deficient pfecipitation. Re-
latively few rural water districts in Kansas are located outside
the eastern third of the state. Most rural water districts have
been formed in those areas of the state where groundwater resources
are limited.

In 1967 there were 47 counties with a total of 135 rural
water districts. Prior to that time the growth of rural water
districts was relatively constant, with about 12 districts per
year commencing operations -- from 1959 to 1966. Since 1967 the
number of districts have continued to increase at a rate similar
to that before 1966. Presently there are 217 rural water districts
distribﬁted among 67 counties.

Committee Deliberations and
Recommendations

The Committee received testimony from various rural
water districts throughout the state. Of major concern to many
of those that testified was the vast duplication of services
which are conducted by each rural water district. The inability
of smaller rural water districts to individually pumped water from
nearby sources efficiently is a problem enéountered by rural water
districts in Kansas. It was noted that the‘equipping of each
individual rural water district with pumping facilities. and a

separate network of waterlines in addition to the dedication of
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a water source for each individual district costs each district
a great deal. The Committee was told that in Kansas there are
a number of instances where the waterlines of one district end
and another district's lines begin in a very close proximity.
An additional duplication which was noted by the conferees con-
cerned an increasing need for the services provided by a profes-
sional rural water district manager or supervisor. From testi-
mony by a rural water district manager, the Committee was told
that the cost of such personnel to each individual district
separately is great. It was further noted that the services provided
by a district manager could much more efficiently be utilized by
more than one district. The conferees who testified noted that
the ability to consolidate rural water districts would enable the
rural water districts which cannot secure an economic supply of
quality water and those which cannot afford the professional ser-
vices of a water district manager to consolidate with other districts
to alleviate these problems.

In their consideration of possible legislation to enable
and facilitate the consolidation of rural water districts within

the state, the Committee reviewed legislation of various other

‘states. Legislation enabling consolidation of rural water districts

in both Missouri and Nebraska seemed to accomplish the desired
method of consolidation -- that is, allowing the members of the
districts to opt for such consolidation.

Through a combination of various aspects of the Missouri

and Nebraska statutes and various provisions desired by the



w B w

Committee, Bill was drafted to enable rural water
districts to consolidate if they so desire. Bill 5

- which is attached tc this report -- is unique in that it allows

the individual districts involved in the comsolidation the option
of either repaﬁing their obligations and liabilities individually
-- as assessed to each district -- or as part of a total consoli-
dated liability -- the payment on the combined liabilities of all
the districts consolidated. The Committee feels that the inclu-
sion of this repayment option is necessary to facilitate the con-
solidation of newly formed districts with high, outstanding liabilities
and older districts which have repayed most of their obligations.
Through  Bill ___ the Committee feels that the
duplication of services by small rural water districts can be
reduced and that a‘higher quaiity of water services can be pro-
vided to the rural areas of Kansas. For theée reasons the Special
Committee on Agriculture and Livestock favorably recommends

Bill for consideration by the 1976 Legislature.



