Approved as_amended * January 27, . J3
Date

MINUTES OF THE ___Senate  COMMITTEE ON Energy and Natural Resources

The meeting was called to order by Senator Charlie L. Angell at

Chairperson

8:00  amPon Thursday, January 27 1983 in room _123-S __ of the Capitol.

All members were present except:
Senator Paul Hess

Committee staff present:

Ramon Powers, Research Department

Don Hayward, Revisor's Office

LaVonne Mumert, Secretary to the Committee

Conferees appearing before the committee:

James F. Aiken, Jr., Kansas Department of Health and Environment

R. L. (Dusty) Chandler, Water District No. 1 of Johnson County, Kansas Section-American
Waterworks Association

Buford M. Watson, Jr., City of Lawrence

The minutes of the January 26, 1983 meeting were approved.
S5.B. 61 - Amending and supplementing the State Water Plan Storage Act

James F. Aiken, Jr. testified the Kansas Department of Health and Environment (KDHE) supports
S.B. 61 and urges that it be completed as soon as possible. Mr. Aiken reviewed the proposed
amendments to the bill (Attachment 1).* He suggested that Section 10 contain provisions

that water contract applicants provide the Kansas Water Authority with a water supply demand
plan containing their needs for at least a 20 year period. Mr. Aiken said KDHE feels the
State of Kansas should promote conservation of water and that the proposed water supply
demand plan should provide information regarding the applicant's proposals to conserve
water. He stated they feel these items will fit into the system of the water policy plan
that will be under development this year. Mr. Aiken explained KDHE's proposals concerning
a minimum charge, five-year increments, adjustiing contracts and deferred payment. Answering
questions from the Committee, Mr. Aiken said they consider the bill to be in a developmental
stage and feel the items which they have mentioned are worthy of consideration. He went on
to say they are not specifying what conservation measures should be taken, but feel the
State of Kansas should promote consideration of conservation and reduce waste of water.

R. L. (Dusty) Chandler said he was appearing on behalf of the Kansas Section-American
Waterworks Association. He read his written testimony (Attachment 2). Mr. Chandler testified
his association does not oppose S.B. 61 but does have some concerns and comments. He
mentioned the interest rate in Section 5 is of concern; they do not feel the State of

Kansas should make a profit on this. They suggest eliminating the words "other than

federal reservoirs" from Section 14. They concur with the establishment of a conservation
storage water supply fund as provided in Section 14, but do not believe it should be

funded with interest charges and replacement charges because only a few contractors would

be paying these charges for future planning. They feel these costs should be spread over

all surface waters and even groundwater if the State should begin development in this area.
Regarding the 2.5¢ replacement charge, Mr. Chandler raised such questions as: What is the
basis for the charge? Will it produce sufficient revenues? Is it truly a replacement

cost or is it a fund for development of future reservoirs? What is the unit to which the

2.5¢ is to be applied? Mr. Chandler suggested the bill provide the rates shall be

adjusted if necessary. He also commented on the ten year minimum period for contracts

and whether Section 6 (b) would mean that interbasin contracts are not subject to legislative
review. Resgponding to a question from Senator Roitz, Mr. Chandler said they feel the revenues
for the conservation storage water supply fund should be from all state-funded water projects.

Dennis Schwartz explained the Tri District Treatment Facility is made up of three rural
water districts in Shawnee, Douglas and Osage Counties. He said one of their concerns

was, as they understand the bill, the interest on the unused water and the 2.5¢ replacement
charge could possibly be applied to existing contracts and they would like a clarification
on this point. He also said they are concerned that the first users in are going to be
paying for more than what their share is on a state-wide plan. Further, they are concerned
that the contract provisions of the bill could dramatically affect them.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page ..1_ Of _2_..._
*Please see January 27, 1983 minutes which reflect an amendment made to the above minutes.



CONTINUATION SHEET

MINUTES OF THE Senate COMMITTEE ON __Enerav and Natural Resources

room __123-S Statehouse, at __8:00  a.m./B¥{. on Thursday, January 27 19.83

Buford M. Watson, Jr. read his written testimony (Attachment 3). Mr. Watson said they object
to the bill for the following reasons: (1) annual price adjustment, (2) floating interest
penalty on unused water, (3) floating interest charge on money advanced by the State of
Kansas to pay the federal obligation, (4) annual review and possible reduction of alloca-
tions after six years, and (5) the 2.5¢ surcharge. Mr. Watson emphasized the City of Lawrence
would like to be exempted from the bill. Chairman Angell stated he was not aware of any
attempts to overturn any contracts already in effect. Senator Feleciano said it was his
understanding the only impact for the City of Lawrence would be on the 10-year review. Mr.
Watson reiterated they would like to see the matter clarified in the bill. Senator Werts
asked Mr. Watson how he feels future development should be funded. Mr. Watson answered

that a sales tax on all water would be a solution. Answering questions from Chairman Angell,
Mr. Watson said he feels the State must decide whether its major concern is to recover the
money that has been advanced for the development of the reservoir system or whether its
major concerns is to conserve and prioritize the use of water. Responding to a question
from Senator Gannon, Mr. Watson said their wholesale price for water is around 80¢ to 85¢
which includes the costs of purpage, electricity, etc.

Written testimony of Louis Stroup, Jr., Kansas Municipal Utilities (Attachment 4) was
distributed to the Committee.

The meeting was adjourned at 8:53 a.m. by the Chairman.

The next meeting of the Committee will be at 8:00 a.m. on January 28, 1983,

Page _ 2 _of _ 2
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_.nder article 7 of chapter 82a of Kansas Statutes Annotated, and
amendments thereto.

Sec. 4. K.S.A.82a-1305 is hereby amended to read as follows:
82a-1305. Whenever the beard authority finds that a proposed
withdrawal and use of water is in the public’s interest and will
advance the purposes set forth in article 9 of chapter 82a of
Kansas Statutes Annotated, and amendments thereto, it may enter
into written contracts with any persons for withdrawal and use
within or without the state of waters from conservation water
supply capacity committed to the state, except that whenever such
proposed use is outside the state, it shall specifically find, prior to
negotiating a contract, that such use is in the public’s interest and
will advance such purposes. Every such contract shall comply
with the provisions of this act. The beard authority shall not
contract for withdrawals of water from a particular reservoir
which in the beard’s ifs opinion are in excess of the yield

capability from such reservoir of conservationlwater supply
committed to the state computed to provide water through a
drought having a twe pereent (9%) 2% chance of occurrence in
any one year with the reservoir in operation. All contracts under
this section shall have terms of not less than ten @0) 10 years end
ot more than ferty (40) years unless desired by the applicant.

Whenever a contract expires the beard authority shall give the '_

persons with whom it contracted therein, the opportunity to first
refuse any new offering of substantially the same eentractual
terms the water before offering the same to applicants under the

provisions of [E582a131, and amendments thereto. When-
ever the beard authority finds that it isin the public’s interest and
will advance the purposes set forth in this act and in article 9 of
chapter 82a of Kansas Statutes Annotated, and amendments
thereto, the beard authority may dispose of waters from the

conservation Jwater supply capacity committed to the state not
required to meet contract requirements under this section if the
beard it has found such waters to be surplus waters. Any ar-
rangement for the disposition of any such surplus waters shall not
be subject to the provisions of K.5.A. 82a-1306 te 82a-1308;
inelusive , 82a-1307 and section 7, and amendments thereto,

Kansas Department of Health & Environment
Suggested Revisions to Senate Bill 61

storage

/4

“section 10

storage

January 27, 1983
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«ing to long-term contracts, but no such arrangement may be
made for a period of time in excess of one year nor may any such
arrangement dispose of water from the conservation water supply
capacity in excess of ter pereent {36%) 10% of the yield capability

" as computed pursuant to this section unless the governor has

declared that an emergency exists which affects the public health,
safety or welfare. Whenever the disposition of any such surplus
waters is for any purpose other than for streamflow maintenance,
a charge shall be levied thereon at a rate set by rule and regulation
adopted pursuant to this act.

Sec. 5. K.S.A.82a-1306 is hereby amended to read as follows:

82a-1306. (a) Every contract made under authority of K.S.A.
82a-1305, and amendments thereto, shall include the following:

{e) (1) Provision for charges, which shall be set by the beard
authority, at a rate which the beard it shall fix ef net less than five
eents (5) per ene theusend (1,000) 1,000 gallons of water at the
point of withdrawal from the reservoir and net greater than ten
eents(-l@)perenetheus&ﬁd(—l;()%)gelleme%watew&hepeiﬂtei
withdrawal from the reserveir as provided in section 7,

(b} provisions for a minimum eharge to be paid in equal
annusl installments during the term of the eontraet; the sum of
whiehsh&ﬁbeﬁ%typefeent@%)efthetetalemeﬂﬁtefwatef
eontracted for during the term of the eontract multiplied by the
tebep&ideaehealenémye&rwhetheferaetsaehameaﬂ’fef
under peragraph (a) en the tenth anniversary of the exeeution of
the eontraet and each tenth anniversary thereafter; to refleet any
then stated in the eontraet;

2 mbw-pmﬁdedﬂﬁmﬂﬂﬂ'% provisions for a
minimum charge to be paid in either equal annual or monthly

nstallments during the term of the contract, whether or not water

is withdrawn during the calendar year. The minimum charge shall

be the-sum-of-56%Iof the total amount of water contracted for
during the term of the contract multiplied by the rate fixed under

based upon the water supply demand plan in section 10 as
a percent
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. . ercenta
o19:  .ragraph (1), plus, on the remaining $0%lof the water reserved P ge

0196 under contract, an amount as interest computed jat-n-rate-per as specified in paragraph 3, section 7

hs

0202 (3) provisions that the authority shall adjust the rate provided

0203 in paragraph (1) onVuly 1 of each year effective January 1 of the or before
0204 following year to reflect any change in experience by substituting
0205 the adjusted rate for the rate then stated in the contract;

0206 (4) provisions that the authority may adjust the total amount
0207 of water contracted formuéde&-mdmmmgpr"'@* on the )
RN g - fifth

0208 anniversary of the execution of the contract and each enrwal
0209 enaivessenylthereafter, if the contractongmaet-begimfcﬁ-vay- fifth year

0210 Wmm»dmmmdanotherwateruseris ready, | d . o )
o211 willing and able to contract for such water; 21— (a) does not withdraw the minimun quantity as defined in the

; . contractors water

o8 (d) (5) provisions that water may be withdrawn in any calen- supply demand plan and (b)
0213 dar year up to the quantity used to compute the minimum annual
0214 charge under paragraph (b} (2) without additional charge;

0221 (6) provisions that water may be withdrawn in any calendar

0222 year in excess of the quantity used to compute the minimum

0223 annual charge under paragraph (2) but not to exceed the full

0224 amount specified in the contract for each year, upon payment ofa

0225 charge therefor which shall be computed at the rate fixed under

0226 paragraph (1) for all water actually withdrawn. In addition, an

0227 amount shall be paid, on the unused balance of the water reserved

¢ under contract, as interest computed aslerateporannum-equal to specified in paragraph 3, section 7.
L t ¢ s
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33 WMWWW
233 = etty—

34 {£) (7) provisions that if the total amount of waters contracted
15 for withdrawal from any reservoir in any year is greater than the
36 supply available from that reservoir, the board authority will
37 apportion the available waters among the persons having con-
38 tracts therefor as may best provide for the health, safety and
239 general welfare of the people of this state as determined by the
240 beard authority, and neither the state nor the beard authority
»41 shall be responsible or have any legal liability for any insuffi-
242 ciency of water or apportionment thereof;

243 (g} (8) additional provisions that the beard authority finds
244 reasonable and necessary to protect the public’s interest and to
245 achieve the purpose set forth in article 9 of chapter 82a of Kansas
246 Statutes Annotated, and amendments thereto; and

a7 (k) (9) additional provisions, within the purview of this act,
2048 that the beard authority finds reasonable and necessary to protect
249 the health, safety and general welfare of the people of this state.
1250 2 I” o oru-conirgot-entered-into-tnde e—authority—o 4

)251 i At hassdin 3363 RO Py-V. V- H o™

1252
1253
0254
7255 Jeisade 01 GE '-'"-' 5 z §St

1256 -transmission—or-treatmentfacilitics:

957  Sec. 6. K.S.A. 1982 Supp. 82a-1307 is hereby amended to

1058 read as follows: 82a-1307. (a) The term of any contract under

259 K.S.A. 82a-1305, and amendments thereto, may begin on the date

1960 of execution of the contract or upon any date not later thanltwe-
5261 years after the date of execution as agreed upon by the parties and

0962 stated in the contract document. Except as provided in paragraph
0263 subsection (b), on the first or before the 60th calendar day of each

0264 regular legislative session, the Kensas water effiee authority shall
0265 transmit to the house of representatives and the senate of this

026¢  te, and to the secretary of state, copies of each contract made
026 d executed under K.S.A. 82a-1305, and amendments thereto,

0268 since the 60th day preeeding the first day of the regular legislative

three
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session occurring most recently prior to such transmission. Such
contract copies transmitted to the secretary of state shall be and
remain filed in the office of the secretary of state from the date
transmitted until the end of the fifth year following the end of the
term thereof, and during such time shall be available for public
inspection during regular business hours. At any time during the
first 60 ealendar days after the 60th calendar day of the regular
legislative session when a contract is transmitted as provided in
this section, the legislature may disapprove and revoke such
contract by adoption of a concurrent resolution so providing. No
contract under K.S.A. 82a-1305, and amendments thereto, shall be
subject to revocation by the legislature after the 66th 90th calen-
dar day of such regular legislative session, except as provided in
peragraph subsection (b). Any annual installment or other amount
duepriorto%he}aﬂﬁafy-}immeéiﬁtelypfeeeé%ng%e}egésleﬁve
session when e eontraet is revoked legislative revocation shall be
a valid obligation and shall be paid, but no annual installment or
other amount due en er efter sueh January 1 after legislative
revocation shall be valid.

(b) Atany time not later than five days after the effective date
of this act, the Kansas water effiee authority shall transmit to the
house of representatives and to the senate, and to the secretary of
state, copies of each contract made and executed after the een-
vening of the 1083 regular session of the Kenses legislature
effective date of this act. Notwithstanding any provisions to the
contrary in paragraph subsection (a), the 1982 1983 regular ses-
sion of the legislature may within 26 30 days after the effective
date of this act disapprove and revoke any contract filed by the
Kansas water office after the effective date of this act by adoption
of a concurrent resolution so providing. Except as provided in
this paregraph (b) subsection and as provided in any statute
regulating interbasin water transfers, the provisions of paragraph
subsection (a) and the act of which it is a part shall apply to any
contract filed under this paragreph subsection.

New Sec. 7. (a) Onluly 1 of each year, effective January 1 of

the following year, the authority shall fix the rate provided for in
subsection (a) of K.S.A. 82a-1306, and amendments thereto. The

— or before
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6 1. .xed shall be equal to the sum of the following components
7 computed as provided in this section:
3 (1) Anamount necessary to repay the amortized capital costs
)9 associated with the state’s conservation water supply capacity)'

10 Lplus-Areplacement cost of $.025;

11 ;42 anamount as interest computed at a rate per annum equal

(2)
(3)

12 to the average of interest earned the past 12 months on invest-
13 ments by the pooled money investment board on the total amount
14 of moneys advanced from the state general fund for payment of
15 the amortized capital costs incurred and associated with the

16 state’s. gonservation[v_\:ater supply capacity;

storage

17 ¢ (3] the amount necessary to reimburse the state for the en-

(4)

18 forcement of this act. Such amount shall be based on the actual
19 costs of administration and enforcement in the preceding year;

320 and
21 4 (4 the amount necessary to repay the operation, maintenance

(5)

192 and repair costs associated with the state’s conservation twater storage

323 supply capacity.
24 (b) In computing such rates, the authority shall consider the
195 state’s conservation [water supply capacity from all sources as

storage

326 though impounded in one single reservoir. No water supply
397 capacity of a reservoir shall be considered to be in such capacity
328 until the year in which the state incurs contract obligations for the
329 project. The rate so fixed for each year shall be the same for each
430 contract under K.S.A. 82a-1305, and amendments thereto, for
331 withdrawal from every reservoir. The rate so fixed for each
332 twelve-month period from January 1 to December 31 shall be the
333 same for every contract under K.S.A. 82a-1305, and amendments
334 thereto.

335 Sec. 8. K.S.A.82a-1309is hereby amended to read as follows:
1336 82a-1309. The exeeutive director may require any person with-
1337 drawing water pursuant to a contract under K.S.A. 82a-1305, and
1338 amendments thereto, to install meters, gauges or other measuring
339 rices in accordance with specifications of the exeeutive direc-
)340 _The exeeutive director or his er her the director’s agents may
1341 read any such device at any time, and he er she may require any
3342 such person to report the readings of any such device at reason-
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.e intervals. The exeeutive director may test any such device at
any time or require any such person to test his er her the device as
such director specifies and make a report thereof to the executive
director. All such devices shall be maintained in good order. The
exeeutive director may require any such person to make specified
repairs or maintenance to his er her the device or replace the same
as may be reasonable.

New Sec. 9. (a) Any person desiring to enter into a contract
under K.S.A. 82a-1305, and amendments thereto, shall file an
application therefor with the director. Such application shall be
in such form and contain such information as the director re-
quires.

(b) Yponrequestof-thechairperson—of-the-wuthorty; e

director shall transmityall available information necessary to

The
to the authority

determine whether or not to approve a contract to purchase water
from the state’s conservation ywater supply capacity or to use

storage

surplus waters for minimum streamflow requirements, unless an
emergency exists.

New Sec. 10. (a) The date of receipt of each application
submitted pursuant to section 9 shall be stamped thereon and
authenticated as directed by the director. Applicants shall notify
the director in writing that they wish to commence negotiations
for a contract to withdraw and use water. Within 10 days after the
completion of negotiations for a contract to withdraw and use
water, the director shall transmit to the chairperson of the au-
thority a copy of the proposed contract.

(b) In order to determine whether a proposed contract for the

sale of water from the state’s conservation water supply capacity _ |

is in the public interest and whether the benefits to the state for
approving the contract outweigh the benefits to the state for not

approving the contract, the authority shall consider| aH~rmatters |

(1) The present and future water supply meeds jof the appli-

storage

in its finding, but not necessarily limited to
——demand plan
2)the applicant's current and future water conservation program

state's conservation storage water supply capacity and any

ant_;

1 other conservation capacity in said reservoir

$(8F any current beneficial uses being made of the|wetes—pro-

posed-to-bre-diverted:

< p)' any reasonably foreseeable future beneficial uses of the
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9

any adverse impacts of the proposed sale of water;

state's cqnservatiqn water supply capacity and any other
conservation capacity in said reservoir;

(5)

the economic, environmental, public health and welfare

(6)

and other benefits of approving the contract;
alternative sources of water available to the applicant;

(7)

| (71 _the preliminary plan of design ceonstruction-and-operation

(8)

for the applicant's water supply system

of any works or facilitiesf

water-to-its-peint-of-use;

?
1 (B) whether the proposed purchase is consistent with the state

water plan approved by the legislature;
{ (9 the date of receipt of the application to contract for with-

drawal and use of water.

(¢) The authority may approve or reject the proposed contract
and may recommend purchase of water from an alternative
source. The authority may approve a contract for a smaller
amount of water than requested and may approve a contract upon
such terms, conditions and limitations as it deems necessary for
the protection of the public interest of the state as a whole.

Sec. 11. K.S.A. 82a-1312 is hereby amended to read as fol-
lows: 82a-1312. A copy of every contract entered into under
K.S.A. 82a-1305, and amendments thereto, shall be filed with the
chief engineer by the person who is to receive water under the
contract.r&eepyefevefyeeﬁ&&etsh&llbeﬁledbythep&wﬂ;&s
e&wf}ﬁs%mﬁieﬁtﬁaffee&ﬁgfe&lestate;ﬂ&hﬁiefegiﬁef&deeés
efé&eeeﬁﬁ%yefeeuﬁﬁesmwh&ehiﬂlee&iedtheﬁaiﬁ&eféi«fef

Sec. 12. K.S.A. 82a-1314 is hereby amended to read as fol-
lows: 82a-1314. Whenever a person, who has a contract under
K.S.A. 82a-1305, and amendments thereto, wishes to make a
withdrawal of water, he er she such person shall so advise the
exeeutive director. Whenever the bed of a watercourse is to be
used to carry waters so released, the executive director shall
inform the chief engineer. In accordance with such advice, and at
a time agreed upon by the exceutive director and the chief

“ineer within two {8) days of such request, the exeeutive

sctor shall request the authorities in charge of the operation of
the reservoir to make an appropriate release of water. The person

_(9)

(10)
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Konsos Sedion-Americon Woter Works Assodiotion

January 26, 1983

Kansas Senate, Energy and Natural Resources Committee
State Capitol

Topeka, KS 66612

Re: Senate Bill 61 - Amending and supplementing the State
Water Plan Storage Act

Members of the Committee:

Thank you for the opportunity to present the comments of the Kansas Section,
American Water Works Association, on this important piece of legislation.

The Kansas Section, American Water Works Association, is a non-profit organi-
zation made up of representatives of public water utilities in Kansas and
other persons interested in public water supplies, such as state and federal
water officials, consultants and equipment suppliers., Our sole objective is
providing safe, reliable supplies of potable water to the residents of
Kansas.

Our testimony is not in opposition to SB 61. We wish only to comment on a
few of the provisions of the bill. We are aware of the tremendous amount

of time, energy and expertise that have already been devoted to the prepara-
tion of this bill by the members of the Kansas Water Authority and their
supporting staff, and we are grateful for their efforts.

General comments of our organization follow:

1. Sec. 5.(a)(2) and Sec. 5.(a)(6). Interest charges to persons con-
tracting for water under the proposed bill are computed at a rate
equal to the average interest for the past 12 months on investments
by the pooled money investment board. Inasmuch as the State is
repaying the Federal government for the separable costs incurred
for addition of water supply storage in these reservoirs, and
inasmuch as the average interest rate paid by the State on this
debt is substantially less than the rate proposed above, we feel
that the rate of interest charged should not be greater than that
being experienced by the State in the repayment of this debt. We
would suggest the use of the average rate of interest for which
the State is currently obligated on the total costs of the water
supply storage in the reservoir system.

Board of Trustees 1980 - 1981

Marvin Simonton, Winfield Chairman Beau |. Kansteiner, Leavenworth Trustee
Kermit Mangun, Kansas City Director David C. Kendrick, Lyons Trustee

John H. Robinson, Mission Hills Chairman Elect Jerald R. Robnett, Kansas City Past Chairman
N. Jack Burris, Lawrence Vice Chairman Jerry L. May, Salina Sec.-Treas.

Franklin E. Withrow, Wichita Trustee Loyal Butts, Hutchinson Asst. Sec.-Treas. 4{ 4
2 4. 2L



Kansas Senate, Energy and
Natural Resources Committee
January 26, 1983

Page 2

2. Sec. 14. (a). This section could be interpreted to read that future
water supply storage could only be in impoundment other than federal
reservoirs. We do not believe that this was the intent of the Water
Authority. It would appear that water supply storage in future
federal reservoirs could be feasible.

3. Sec. l4.(b). We concur with the need for establishment of a
state conservation storage water supply fund, but we question
the sources of revenue for the fund under the provisions of
this bill, As the bill is written, monies for this fund would
be derived only from (1) imposition of a higher interest rate on
persons contracting for storage than that being experienced by
the State in repayment of the debt and (2) levying a replacement
cost, as presented in Sec. 7, (a) (1), on those persons who enter
into contracts., We question these methods on the basis that the
use of these excess-charges to parties who contract for water
results in these persons paying into a fund for which they will
receive no direct benefits. The true beneficiaries of the fund,
will be the water users who will buy water from reservoirs to be
built later. We believe that monies for such a water supply fund
should be obtained from fees charged to all users of surface
waters in the state, rather than only those users deriving their
supplies from State-owned conservation storage in federal reser-
voirs. Levying this excess charge and the administrative costs
of the water marketing program on only a small group of water
users is discriminatory. Since the waters in the State are owned
by the people of the State as a whole, development of a water
supply fund and the administration of the water marketing program
should be based on a fee assessed against all users of surface
waters. The same reasoning should be applied to groundwater
sources if the state funds groundwater supplies in the future,

4., Sec, 7.(a) (1). Questions concerning the 2%¢ "replacement'" costs
are:

1. What is the basis for a 2%¢ charge?
2. Will it produce significant revenues?

3. 1Is it truly a replacement cost? Sec. 14(b) suggests that it is
for a fund for development of future reservoirs.

4. What is the unit to which the 2%¢ is to be applied?
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Natural Resources Committee
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Sec. 5 (a) (3). We recognize the need for periodic adjustment of

rates; however, use of the term "...shall adjust the rate..."
(emphasis added) allows little flexibility to the Authority. We
propose that the wording be changed to "...shall review and adjust
the rate, if necessary..."

Sec. 4. A minimum contract period is specified for ten years.

While we feel this is a reasonable minimum value, we would urge the
Authority to recognize during the negotiation of these contracts
that most municipal utilities issue bonds with maturities of 20
years or longer, and it may make it more difficult to sell bonds if
the contract for a supply of water is valid for only ten years. We
would suggest that the ten year minimum term could be adjusted by
negotiation to meet the contractors bonding needs.

Sec, 6.(b). We do not fully understand the intent of this section.

Does it mean interbasin contracts are not subject to legislative
review? It appears logical that all contracts should be subject
to the same review process.

Thank you for the opportunity of expressing these views. We share the interest
of the Committee and the Kansas Water Authority in developing legislation that
will best serve the interests of all water users in the State, and we are
available at your pleasure to respond to questions or comment further.

RLC:sw

Sincerely,

1/}//-! ///‘ / ?{ 2 . {:/7,,[,: ( :
Z)

Lf/Chandler, Chairman
Public Affairs Committee
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Chairman Charlie L. Angell

Senate Energy and Natural Resources Committee
Kansas State Capitol

Topeka, Kansas

RE: Opposition to Senate Bill 61

Mr. Chairman:

My name is Buford M. Watson, Jr., and I am City Manager of Lawrence. I
appreciate the opportunity to speak to this committee in opposition of
Senate Bill 61. The Governing Body of the City of Lawrence last Tuesday
passed a resolution expressing opposition to Senate Bill 61 which is
included with this communication.

In brief, the resolution expresses opposition to the State changing the rules
of the game. The City of Lawrence, who was the first municipality to contract
for water under the State Reservoir System, negotiated our 40-year contract
under the contractual conditions that existed in 1977. Lawrence has since
secured financing and built water lines, a lTake intake and a treatment plant
based on the feasibility of the contractual conditions of 1977. The follow-
ing conditions of Senate Bill 61 did not exist in 1977:

1. An annual price adjustment;
2. Floating interest penalty for unused water;

3. Floating interest charge on money advanced by the State
to pay the Federal obligation;

4. An annual review and possible reduction to allocations after
$1X years;

5. A two and one-half cent surcharge.

Mk 3




Chairman Charlie L. Angell
Topeka, Kansas

January 27, 1983

Page 2

We believe the State should honor the conditions of its existing contracts
by grandfathering them from the new conditions of Senate Bill 61.

Since Lawrence is in the forecasted growth area of Kansas, we need an ever
increasing supply of water. So, our principal concern is achieving an
adequate, secure supply of water. Senate Bill 61's provision, which places
our allocation in jeopardy after six years if another user exists, is a
totally unacceptable provision. The interest penalty on the unused water
would also hinder our planning efforts. We believe that the alternative of
step increases 1in the 50% "take or pay" minimum to achieve 100% utilization

over a 25-year period would accomplish the same goal without hindering good
planning.

We are also opposed to the two and one-half cent surcharge because it has no
bearing on the State's cost in providing the water. Contemporary financing
of public improvements uses a "pay as you go" philosophy, not a "pay in
advance."

OQur last objection concerns the floating interest rate charged for monies
advanced by the State to pay the Federal government. We do not believe the
State should charge its citizens a much higher rate of interest than the fixed
rate (less than 4%) charged by the Federal government for all the reservoirs.
Why should early participants in the system be responsible for the deficit
when they have no control over the State's water marketing activities?

The purpose of the 1958 Federal Water Supply Act is to provide water for future
municipal and industrial use. We hope this future orientation prevails in the
formulation of Senate Bill 61. I appreciate the opportunity of speaking to
your committee on behalf of the City Commission of Lawrence.

Respectfully,

—Z //2%3142252%5 g
uford M. Watson, Jr.

City Manager

BMW/ed



RESOLUTION NO. &< 44

A RESOLUTION EXPRESSING OPPOSITION TO SENATE BILL 61
PROPOSED BY THE KANSAS WATER AUTHORITY RELATING TO THE
STATE WATER PLAN STORAGE ACT.

WHEREAS, under the 1958 Federal Water Supply Act, the State of Kansas
acquired the water supply storage in nine Federal reservoirs for future municipal
and industrial water supply, and

WHEREAS, the City of Lawrence has a 40-year contract with the State of Kansas
to purchase 10 miliion gallons of water per day from Clinton Reservoir, and

WHEREAS, the City of Lawrence has spent over 7 million dollars to build water
Tines, a lake intake and a treatment plant so the Clinton water can be used by Lawrence
residents, and

WHEREAS, the City of Lawrence will pay the state over 8 million doliars over
the 1ife of our contract, and

WHEREAS, the state legislature is now considering Senate Bi11 61 which has
several provisions that would adversely effect Lawrence's contract.

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY OF THE CITY OF LAWRENCE,
KANSAS:

The City of Lawrence is in opposition to Senate Bi11 61 for the following
reasons:

1. Senate Bill 61 has an additional 2 1/2 cents charge per 1,000
gallons which has no bearing on the cost the state incurs in
providing the water nor is the purpose of the 2 1/2 cent charge
:gnsiz:ent with contemporary utility or public improvement

nancing. Ce - _

2. Increasing the rate of interest from 5% per annum to a floating
percentage on the monies advanced by the state to pay the
Federal government is inequitable for two reasons. First, why
should the existing participants in the system be penalized for
the state's lack of securing enough contracts to pay the Federal
government? A better approach would be to a?gressive1y market the
water at reasonable rates. Second, why shouid the state charge
jts citizens a high rate of interest (10% to 15%) when the Federal
government is charging the state a fixed rate of interest of less
than 4% for all of the reservoirs?

3. Since the purpose of the 1958 Federal Water Supply Act is to provide
water for future municipal and industrial use, an interest charge on
unused water above the 50% “take or pay" minimum seems contrary to
this purpose. An alternative of a periocdit percentage increase in the
“take or pay" minimum to achieve 100% utilization after 25 _
or 30 years would allow a participant to plan for their future water
needs.

4. Such a periodic "take or pay” increase would also be an alternative
to the proposed yearly review and potential loss after the six year
anniversary of a participant's allocation. Such an annual review

would also hinder a participant from planning for their future water
needs.

. 2PTED by the Governing Bgdy of the City of Lawrence, Kansas, thisffd day
(o} , 1983,

ADOPTED
ATTEST:

7 .2 Marci %ranmsZD, Hayor

Vera Mercer, City Clerk
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TABLE IV-1. RESERVOIR REPAYMENT DATA
Probable Water Two Percent Estimated Water
Lake Fiscal Year Supply - Chance Interest Supply Costs
or Repayment Allocation Yield Rate on /First CoB?t. Annual /
Reservoir Starts AF mgd Investment— $1000~ Payme nt—~
(1) (2) (3) (4 (5) (6)
John Redmond 1975 34,900 26.5 2.670 4,499 $157,580%*
Council Grove 1976 24,400 5.6 2.699 1,462 52,200%
Elk City 1976 24,300 16.4 2.742 2,147 77,272%
Milford 1977 300,000 128.6 2.632 13,046 455,987*
Marion 1978 38,300 5.7 3.046 1,576 59,974%
Perry 1979 150,000 79.5 3.046 8,977 336,702%
Clinton 1980 53,500 11.4 3.502 4,463 182,844
1990 35,700 7.4 3.502 2,786 114,792
Big Hill 1981 9,200 2.5 4,012 2,568 115,167
1991 16,500 4.6 4,012 4,604 206,476
Hillsdale 1982 7,500 2.5 4,012 3,214 144,124
1992 45,500 14.9 4,012 19,498 874,423
Subtotal 739,800 305.6 - 68,840
In Planning Stage
Onaga 81,000 18.1 7.210 37,690 2,615,200
Cedar Point 106,000 13.7 7.210 24,507 1,700,467
Towanda 8,800 2.8 7.210 1,792 124,342
Douglass 68,800 13.6 7.210 24,172 1,677,223
Total 1,004,400 353.8 157,001

1/ TFederal interest

Ey Includes
Source:

with Corps of Engineers.

rate for FY 1981 is 8.605%.
principal plus jinterest repayment,

U.S. Corps of Engineers recent cost all
*Annual charge on principal plus interest from a

2/
but does not include annual operation and maintenance costs.
ocation (1980 prices).
greement signed by state or based on repayment being negotiated

Includes interest during construction.
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COMMENTS ON SB 61

Senate Energy and Natural Resources Committee
January 26, 19883

Louis Stroup, Jr., Executive Director

Mr, Chairman, members of the Committee, KMU would Tike to
endorse the League of Kansas Municipalities' position on this measure.
To save time and avoid repetition, I would just like to state that XMU
also supports SB 61 if the amendments proposed by the League are
accepted by this committee.

KMU worked closely with the League in drafting the proposed
amendments and we would 1ike to thank the committee for allowing us,
the water consumers, to have input into this bill.

We understand the need for SB 61 and respectfully urge the adoption
of the proposed améndments so the measure will be equitable for both

water users and the state.

A, o





