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MINUTES OF THE __HOUSE  COMMITTEE ON ENERGY AND NATURAL RESOURCES

Representative Ron Fox at
Chairperson

The meeting was called to order by

3:30 4 m/p.m. on March 6 1986in room 226-S _ of the Capitol.
All members were present except:

All members were present.

Committee staff present:

Ramon Powers, Legislative Research Department
Gloria Timmer, Fiscal Staff, Legislative Research
Theresa Kiernan, Revisor of Statutes' Office
Betty Ellison, Committee Secretary

Conferees appearing before the committee:

No conferees.

The meeting was called to order by Chairman Ron Fox. The first item taken
up was House Bill 2782--Posting of park or recreational area requlations.
Chairman Fox noted that this bill had been requested by the Shawnee County
Park Department and the entire Shawnee County Delegation endorsed it. At
the time of hearing, the bill was amended, but no action taken. Represen-
tative Acheson moved, seconded by Representative Barr, to pass House Bill
2782 favorably as amended. Representative Ott made a substitute motion to
restrict this bill to Shawnee County. Representative Spaniol seconded.
The motion carried. Representative Acheson moved to pass House Bill 2782
favorably as amended. Representative Barr seconded. The motion carried.

The minutes of February 24 were approved as corrected and adopted. There
were no objections to the minutes of February 27 and they were adopted.

House Bill 3078--Regulation of o0il and gas activities by corporation com-

mission to prevent water pollution. Staff explained proposed technical
amendments that had been regquested on March 5. (Attachment 1) Represen-—
tative Fry, seconded by Representative Sutter, moved to adopt the proposed
amendments. The motion carried. Staff noted that a section of the bill
relative to an advisory committee in which the Department of Health and
Environment was included, had not been amended. It was deemed important

not to change the membership of that committee.

Representative Shore made a motion to amend House Bill 3078 on page 13,
line 485, by striking "Kansas water office'" and inserting "Chief Engineer,
Division of Water Resources.'" Representative Guldner seconded. The
motion carried.

Representative Grotewiel, seconded by Representative Sutter, made a motion
to amend House Bill 3078 on page 14, line 522 by striking "federal clean
water pollution control act' and inserting "clean water act."” Also on

line 523 by striking "1972" and inserting "1981." The motion carried.
Representative Grotewiel moved, seconded by Representative Patrick, to have
staff reinsert the language on page 17, lines 611 through and including 621
in the way they deem best. The motion carried.

A balloon copy of House Bill 3078 was passed out, showing more amendments

proposed by Representative Grotewiel. (Attachment 2) He moved that the
language in New Section 39 on pages 23 and 24 be stricken. Representative
Webb seconded. Following discussion, a vote was taken. The motion carried.

Representative Grotewiel explained the other proposed amendments in the
balloon, which would allow the Corporation Commission to deal with drilling,
production, treatment, and all preventative measures. Once a well has been
plugged and is abandoned, the Department of Health and Environment would
have regulatory authority to deal with ground water and surface water pro-
tection. Lengthy discussion followed.

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

editing or corrections. Page ]- ﬂ{: -
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Representative Patterson moved that House Bill 3078 be passed favorably as
amended. Representative Spaniol seconded. During discussion, Representa-
tive Grotewiel noted that he could not support the bill without his amend-
ments which would clearly separate the areas of responsibilities under the
Corporation Commission and the Department of Health and Environment. A
vote was_ taken and the motion carried.

Copies of Proposed Substitute for House Bill 2703--State water plan; agri-
cultural conservation were distributed to the committee. (Attachment 3)
Representative Ott, chairman of the subcommittee which studied this bill,
made a motion that the committee adopt the Proposed Substitute for House
Bill 2703 as the subcommittee report. Representative Fryv seconded.
Representative Ott went through the bill step-by-step, noting how the
conservation plans would work. Questions and discussion took place during
this time. Representative Barr made a motion to amend Proposed Substitute
for House Bill 2703 on page 8, section 4 (i) by adding after "feasible
manner": "in the public interest." Also on page 2, after section (8), by
adding a section (9) and putting "for the good of the public interest."”

She felt this was needed to provide checks and balances. Representative
Charlton seconded. Following discussion, a vote was taken and the motiocon
carried. Representative Shore, seconded by Representative Grotewiel, moved
to introduce and pass out Proposed Substitute for House Bill 2703 favorably
as amended.

House Bill 2721 --State water plan storage act.

Representative Patterson passed out copies of an amendment. (Attachment 4)
He made a motion, seconded by Representative Charlton, on page 8, line 278,
to put a period after "vear", striking the semicolon and the word "and."
Also to strike the next three sentences. He explained that this would
eliminate the $.025 depreciation reserve for water, and that even this re-
duction would encourage sales and bring more money into the state general
fund. Representative Ott made a conceptual substitute motion dealing with
the pricing formula which was incorporated in page 7 of the bill. Repre-
sentative Patrick seconded. Representative Ott noted that he wanted to
incorporate Representative Patterson's original motion in his motion.
Representative Patrick accepted that as part of his second, noting that the
$.025 had not raised the amount of money that had been expected when it was
enacted two years earlier. Discussion dealing with pricing formula, devel-
opment fund, and pooled money fund followed.

Staff reviewed a memorandum from the Kansas Legislative Research Department,
dated March 3, 1986, which gave background information and details of the
State Water Marketing Program. (Attachment 5) Clark Duffy, Assistant
Director of the Kansas Water Office, distributed a handout prepared by his
office on March 6, 1986, as a clarification and supplement to what staff
had described regarding the financial administration of this program.
(Attachment 6) Lengthy discussion followed. A vote was taken on Represen-
tative Ott's substitute motion to amend House Bill 2721. The Chair was in
doubt on the voice vote; by show of hands, 8 were in favor and 9 opposed.
The motion failed.

Representative Grotewiel made a motion to adopt Representative Patterson's
proposed amendment to strike language dealing with $.025 depreciation
reserve for water. On a voice vote, the motion lost.

Turning back to the bill, Representative Patrick moved that House Bill 2721
be amended back to current law, keeping the interest in the state general
fund. Representative Charlton made a substitute motion to pass House Bill
2721 out favorably with no amendments. Representative Webb seconded.
Following discussion, a vote was taken. Chair was in doubt on the voice
vote; by show of hands, 8 were in favor and 9 opposed. The motion failed.

Representative Ott made a substitute amendment, proposing to delete the new

language on page 7, lines 253, 254, and 255. Representative Patrick

seconded. The motion carried. Representative Ott moved that House Bill 2721
Page __ 2 of _3
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be passed out favorably as amended. Representative Charlton seconded. The

motion carried.

The meeting was adjourned at 6:10 p.m.
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Proposed Amendment to House Bill No. 3078

Be amended:

On page 10, in line 360, before the period, by inserting
"created by K.S.A. 55-143, and amendments thereto"; in line 376,
by striking all following 'sections'"; by striking all in line
377; in line 378, by striking all before the semicolon;

On page 19, in 1line 703, before "Leaving", by inserting
"(a)";

On page 20, in line 718, by striking '"New Sec. 31." and
inserting "(b)"; in 1line 719, by striking "act" and inserting
"section";

By renumbering sections 32 to 39, inclusive as sections 31
to 38, inclusive;

Oon page 24, following line 872, by inserting the following
.section:

"Sec. 39. K.S.A. 55-143 1s hereby amended to read as
follows: 55-143. ¢a} There 1s hereby created in the state
treasury the conservation fee fund. All deposits credited to
sazd such fund shall be for the use of the state corporation
commission in administering the provisions of K=8§-A---55-128-~-%8

55-342-~--inetusiver-55-26%- this act, and amendments thereto, and

K.S.A. 55-601 to 55-613, inclusive, 55-701 to 55-713, inclusive,
55-901 and 55-902, and K-8-A- 55-1201 to 55-1206, inclusive, and
all-acts-amendatery-of-any-of-such-statutes--o¥--suppiementat--€e

any--ef--sueh--statutes amendments thereto. All expenditures from

the conservation fee fund shall be made in accordance with
appropriation acts upon warrants of the director of accounts and
reports issued pursuant to vouchers approved by the chairperson
of the state corporation commission or by a person Or persons
designated by the chairperson. The corporation commission, with
the approval of the director of accounts and reports, shall
formulate a system of accounting procedures to account for the

money credited to the conservation fee fund pursuant to this aex

Attachment 1
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section.

{by--On~-the-effective-date--ef--this--aet--the--diregtoxr--of
aeeeounts--and-~reports--shatl--tr¥ansfer~--ati--moneys--in--the-ox:
proratren-~-£fees--£fund,--the--oii--weli--plugging--£fee~-£fund,~-the
abandened-weiti-piugging-£fund-and-the-natural-gas-eeonservatzon-£fee
fund-~-teo-the-conservation-£fee-fund-ereated-by-this-seetion--After
sueh-t¥ansfer--the-oil-proration-£fees-fundr-the-oii-weli-pluggzng
fee~-£fundr-the-abandened-welti-piugging-£fund-and--the--naturai--gas
gonservation--£fee--£fund--are-hereby-abelished--Ati-1iabiltities-of
the-funds-abelished-by-this-section-are--hereby--impesed--on~--the
eonservatien-fee-fund-ereated-by-this-seetion=";

By renumbering sections accordingly;

Also on page 24, in 1line 874, following '"55-142,", by
inserting "55-143,"; |

In the title, in line 18, following "K.S.A.", by inserting

"55~143,";

And the bill be passed as amended.

Chairperson
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Session of 1986

HOUSE BILL No. 3078

By Committee on Energy and Nataral Resources

2-26

AN ACT concerning oil and gas; relating to the protection of
water from pollution; prescribing certain powers and duties to
the state corporation commission; amending K.S.A. 55-150,
55-151, 55-152, 55-155, 55-158, 55-159, 55-160, 55-161, 55-162,
55-164, 55-901, 55-903, 55-904, 55-1003, 55-1004, 55-1006 and
65-171d and repealing the existing sections; also repealing
K.S.A. 55-121, 55-128c¢, 55-128d, 55-129, 55-131, 55-132a, 55-
55-132h, 55-139, 55-140a, 55-140b, 55-141, 55-141a and 55-142
and K.S.A. 1985 Supp. 55-140.

Be it enacted by the Legislature of the State of Kansas:
New Section 1. (a) Fhe state corporation commission shall

: sity lto regulate oil and
gas activities which shall include all practices involved in the

have the

exploration for oil and gas and the drilling, production, treat-
ment, abandonment and post-abandonment of oil and gas wells.
(L) ANl powers, duties and functions of the Kansas depart-

ment of health and -environment relating to the protection—of

JOITS NYAVIERTY Labals and grnnnl]n/qhn' froum nullnlh\n l\\L oiland mu.‘

!powerl

aetivitios/are hereby transferred to and conferred and imposed
upon the state corporation commission.

(¢) The state corporation commission shall be the successor
in every way to the powers, duties and functions of the Kansas
dcpmtmcnt of health and cnvnomncnt relating to the pmteet—mu

drilling, production,
oil and gas wells

treatment,

abandonment and post—-abandonment of

ael«w-fHe‘s/chxy act performed in the exercise (){ \uch powers.
duties and functions by or under the authority of the state
-poration commission shall be decmed to have the same torce
| effect as if performed by the Kansas department of health
and environment.

()  Whenever the Kansas department of health and environ-

drilling, production,
0il and gas wells

treatment,

abandonment and post—abandonment of

Attachment 2
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to

i or words of like effect, or the bureau of oil field and

ensaonmental geology of the department ol health and environ-

ment, or words of like effect, is referred to or designated by a

statute, contract or other document relating to the proteetion—of

150
81
(hiA

aetivities? such reference shall be deemed to apply to the state
corporation commission.

()  All rules and regulations of the secretary of health and
environment which are administered by the bhureau of oil field
and environmental geology of the dvpmtmcut o[ health and
environment and relate to the

drilling, production, treatment, abandonment and post-—abandonment of
0il and gas wells

WWW@WA&{%Q} existence
on the effective date of this act shall continue to be effective and
shall be deemed to be the duly adopted rules and regulations of
the state corporation commission until revised, amended, re-
voked or nullified pursuant to law.

(f) Al orders and directives of the Kansas department of
health and environment issued by the burcan of oil field and
environmental geology of the department of health and environ-
ment relating to the protection of surface water and groundwater
from pollution by oil and gas activities in existence on the
ellective date of this act shall continue to be effective and shall
be deemed to be orders and directives of the state corporation
commission until revised, amended, revoked or nullified pursu-
ant to law,

New See. 2. The state corporation commission shall succeed
to all property and records of the Kansas department of health
and environment which were used for, or pertained to, the
performance of the powers, duties and functions transferred
pursuant to this act. On the effective date of this act, the halance
ol all funds appropriated and reappropriated to the Kansas de-
partment of health and environment for the activities of the
burcau of oil field and covironmental geology of the Kansas
department of health and environment relating to the protection

s mibicoviateranidewrovndactardrome uollution o ail ]
L o it i - HHet O 9 it ot

drilling, production, treatment, abandonment and post-abandonment of
0il and gas wells

“ eshare hiereby transferred to the state corporation com-

ne onand shall be used only for the purposes for which the

drilling, production, treatment, abandonment and post-abandonment of
oil and gas wells




183
184
)85
86
W7
188
184
190
{3}
(92
(1)3
()4
(15
096
097
098
0949
100
10}
102
1103
104
105
HO6
107
1108
1109
10
!
0112
(0113
0114
0115
0116
0117
1118
0119

HB 3078

b g 3
“ priation was originally made. Any conflict as to the proper
disposition of such property or records or the unexpended bal-
ances of any appropriation or reappropriation arising under this
section shall be resolved by the governor, and the decision of the
governor shall be final,

New Sec. 3. On the effective date of this act, liability for all
acerued compensation or salaries of officers and employees who,
immediately prior to such date, were engaged in the perform-
ance of powers, duties and functions transferred by this act shall
be assumed and paid by the state corporation commission.

New Sec. 4. Whenever any conflict arises as to the disposi-
tion of any power, duty or function as a result of any transfer
made by this act, or under authority of this act, such conflict shall
be resolved by the governor, and the decision of the governor
shall be final.

New Sec. 5. (a) No suit, action or other proceeding, judicial
or administrative; lawfully commenced by or against the Kansas
department of health and environment or by or against any
officer or employee of the department acting in the official
capacity of such officer or employee or in relation to the dis-
charge of official duties, shall abate by reason of the transfer of
powers, duties and functions effected under the provisions of
this act. The court may allow any such suit, action or proceeding
to be maintained by or against the state corporation commission.

(L) No criminal action commenced or which coyld have been
commenced by the state shall abate by the taking of effect of this
act.

New Sec. 6. On the effective date of this act, all officers and
enmployees who were engaged immediately prior to the effective
date of this act in the performance of powers, duties and func-
tions which are transferred pursuant to the provisions of this act,
and who in the opinion of the state corporation commnyission are
necessary to perform such powers, duties and functions, shall be
translerred to and shall become officers and employees of the

corporation commission. Any such officer or employee shall
a all retirement benetits and all rights of civil service which
have accerued to or vested in such officer or employee prior to the
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stive date of this act. The service of each such officer or
employee so transterred shall be deemed to have been continu-
ous. All transfers and any abolishments of personnel in the
classified service under the Kansas civil service act shall be in
accordance with civil service laws and rules and regulations
adopted thereunder,
See. 7. K.S.A. 55-150 is herchy amended to read as follows:
55-150. As used in this act unless the context requires a different

meaning:
(a) “Commission” means the state corporation commission;
(h)  “contractor” means any person who acts as agent for an

operator as a drilling, plugging, service rig or seismograph con-
tractor in such operator’s oil and gas operations;

(¢) “fresh water” means water containing not more than 1,000
milligrams per liter, total dissolved solids;

(d) “operator” meuans a person who is responsible for the
physical operation and control of a well;

(¢) “‘person” means any natural person, partnership, govern-
mental or political subdivision, firm, association, corporation or
any other legal entity;

() “rig” means any crane machine used for drilling or plug-
ging wells;

() “seeretury’ menns the seerelary of the deparbment of
health and environment; '

h) (g)  “usable water” means water containing not more than

10,000 milligrams per liter, total dissolved solids;

@ () “well” means a hole drilled for the purpose of:

(1) Producing oil or gas;

(2) injecting fluid, air or gas in the ground in connection with
the exploration for or production of oil or gas;

(3) obtaining geological information in connection with the
exploration for or production of oil or gas by taking cores or
through seismic operations; or

(1) disposing of fluids produced in connection with the ex-

“ration for or production of oil or gas.

ce. 8. KUS.AL 55-151 is hereby amended to read as follows:

55-151.rior to the drilling of any well, every operator shall file
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Sapplication ol inteut to drill with the commission. Such
application shall be weconpunied by a fee of $40 and shall
include sach information as required by the commission and
shall be on a form prescribed by the commission. No change in
the use of a well shall be made without express approval of the
commission. No fee shall he required to accompany any appli-
cation of intent to drill a well for the sole purpose of obtaining
geologie informution by tukdng cores or through seismie opera-
tions or for uny application for chunee in wse of & well. No
drilling shall be commenced until the authorized agents of the
commission and seeretary have approved the application. The
seeretnrys agent, in giving approval, shall determine that the
proposed construction of the well will protect all usable waters.

Such approval ef the eonnmission shall include the amount of

pipe necessary to protect all usable water, plugging require-
ments upon abandonment and such other requirements deemed
appropriate by the commission. On and after July & 1083; the
requirement that the apphieation of htent to dvill be accompa-
pied by a {ee of $40 shall expire and 1o such fee shall be
colleeted on and wlter such date: The commission may refuse to
process any application submitted pursuant to this section unless
the applicant has been in compliance with all rules and regula-
tions adopted pursuant to this act.

Sec. 9. K.S.A. 55-152 is hereby amended to read as follows:
55-152. (a) The commission; by Nevember 15 1982; shall adopt

such rules and regulations necessary lor the implementation of

this act including provisions for the construction, operation and
abandonment of any well and the protection of the usable water
of this state from any actual or potential pollution from any well.
No rules and regulations promulgated pursuant to this section
shall be adopted by the commission until recommendations have
been reccived from the advisory committee  established by
K.S A 85-1583, and amendments thereto. b the event the seere-
tery fines that sueh rudes and regdations nre not in necordance

‘th the seeretury’s reconmnenduations; the seeretney shal submit

the joint committee on ndnvindstrative rales and regolations a
report speeilying therein the diflerences between sueh rules and

(b) The commission shall send to the secretary of the departmgnt of
health and environment copies of all notifications of intents to drill for
wells located:

(1) Within a two mile radius of a public water supply well;

(2) within a two mile radius of listed groundwater contamination
areas; and

(3) within intensive groundwater use control areas established by
the chief engineer of the division of water resources of the state board
of agriculture.
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setlntions and sueh reeommendabions:

(b) The commission annually shall review current drilling
methods, geologic formation standurds, plugging technigues and
casing and cementing standards and naterials. Based on such
review, the commission shall, if necessary, shall amend its rules
and regulations to reflect any changes to be made in such
methods, standards, techniques and materials from the previous
year. ,

Sec. 10. K.S.A 55-1535 is hereby amended to read as follows:
55-155. (a) Operators and contractors shall be licensed by the
commission pursuant to this section.

(b) Every operator and contractor shall file an application or a
renewal application with the commission. Application and re-
newal application forms shall be prescribed, prepared and fur-
nished by the commission.

(¢) No application or renewal application shall be approved
until the applicant has:

(1) Provided sufficient information, as required by the com-
mission, for purposes of identification;

(2) submitted evidence that all current and prior years’ taxes
for property associated with the drilling or servicing of wells
have been paid; and

(3) paid an annual license fee of $100 and an annual license
fee of $25 for each rig operated by the applicant. The commission
shall issue an identification tag for each such rig which shall be
displayed on such rig at all times.

(d)  Upon the approval of the application or renewal applica-
tion, the commission shall issue to such applicant a license
which shall be in full force and eftect until one year from the date
ol issuance or until surrendered, suspended or revoked as pro-
vided in K.S.A. 55-162, and amendments thereto. No new li-
cense shall be issued to any applicant who has had a license
revoked until the expiration of one year from the date of such
revocation.

(e) The commission shall remit all moneys received from

es assessed pursuant to this section to the state treasurer at

teast monthly. Upon receipt of each such remittance, the state
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asurer shall deposit the entive amount thereol in the state
areasury. Twenty percent of each such deposit shall be credited
to the state general fund and the balance shall be credited to the
conservation fee fund created by K.S. AL 55-143, and amendments
thereto.

Sec. 11. K.S.A.55-158 is hereby amended to read as follows:

55-158./Operators, upon request of the conimission e the seere-
tary, shall submit cement bond logs or other surveys for surface
casing. Failure to submit such logs or surveys within a reason-
able period of time as prescribed by the rules and regulations of
the commission shall be a class C misdemeanor.

(a)

See. 120 K.S.A.55-159 is hereby amended to read as follows:
55-159. Operators shall notify the commission prior to setting
surface casing on or plugging of any well, in conformance with
the rules and regulations adopted . porsuant to this act. An agent
of the commission e the seerebry imay conduct on-site inspec-
tion of such drilling or plugging operations. Failure to se notify
shall be a class C misdemeanor.

Sec. 13, K.S.A.55-160 is hereby amended to read as follows:
55-160. Every operator shall notify the commission at least 48
hours prior to the commencement of reentering or washing down
any abandoned or plugged well. An agent of the commission ex
the seerekry may conduct on-site inspection ol such drilling
operations.

Sec. 14. K.8.A.55-161 is hereby amended to read as follows:

(b) Upon request of the secretary of the department of health
and environment, the commission shall transmit a copy of any bond log
requested by the secretary.

55-161. The-commission or the seereturybhall investigate aban-
doned wells, and, based on actual or potential pollution prob-
lems, may select abandoned wells to be drilled out by the
commission in order to test the integrity of the plugs. The cost of

such testing shall be paid from the eonsesvationtee{fund/

(a) The secretary of health and environment

See. 15, K.S.A.55-162 is hereby amended to read as follows: \

55-162. (a) Whenever the commission o the seeretary, from Hiedr
investigation or upon written comphaint filed with either the
commission er Hre seeretary, linds reasonable cause to believe
that a person has violated any provision of this act or any rules

d regulations adopted pursuant to thas act, the connnission
Aaall eanse such person to come before it at a hearing held

0il and gas pollution control fund

{(b) attached




xxtk

(b} Upon investigation by the secretary or upon written
complaint filed with the secretary if the secretary finds
reasonable cause to believe that a person has violated any
provision of sections 31 to 36 or any rules and regulations
adopted pursuant thereto, the secretary shall cause such person
to come before the secretary at a hearing held substantially in
the manner prescribed for the conduct of hearings under K.S.A.
65-171d and amendments thereto. After such hearing, if the
secretary finds that such person violated any provisions of this
act or the rules and regulations adopted pursuant to this act,
the secretary may:

(1) Order the person to take such action necessary to
remedy the violation;

(2) order the well or the lease to be shut down until the
violation is corrected;

(3) order any combination of such orders enumerated in
paragraphs (1)'and (2); or

(4) 1f the secretary finds thaﬁ a person has not complied
with an order issued under paragraphv(l), (2) or (3), it may
order the suspension or revocation of any license issued pursuant
to this act to such person.

(b) If it appears to the secretary that damage may result
if immediate remedial action is not taken, the secretary,may make
such orders as provided in subsection (a), or may authorize its
agents to enter upon the land and take such remedial action
necessary pending the giving of notice and hearing.

(c) Proceedings for rehearing and review of any order shall
be conducted in the manner provided in the administrative
procedures act.

(d) Agents of the secretary shall investigate any written
or oral complaint within 72 hours of receipt thereof, not
including Sundays and holidays, except that if such investigation
is impracticable within such time frame, the agent shall
communicate the same to the person making the complaint and make

alternative arrangements for such investigation.
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antially in the manner prescribed by for the conduct of
fecwrings under K.S.A. 55-603, and amendiments thereto. After
such hearing, if the commission finds that such person violated
any provisions of this act or the rules and regulations adopted
pursuant to this act, the commission may:

(1) Order the person to take such action necessary to remedy
the violation;

(2) order the well or the lease to be shut down until the
violation is corrected;

(3) order any combination of such orders enumerated in
subpwragraphs paragraphs (1) and (2); or

(4) if the commission finds that a person has not complied
with an order issued under subpasagraph paragraph (1), (2) or
(3), it may order the suspension or revocation of any license
issued pursuant to this act to such person.

(b) If it appears to the commission er the secretary that
damage may result if immediate remedial action is not taken, the
commission, without notice and hearing, may make such orders
as provided in subsection (a), or may authorize its o the seere-
tarys agents to enter upon the land where the well is located and
take such remedial action necessary pending the giving of notice
and hearing,

(¢) Proceedings for rehearing and review of any order shall
be as previded in conducted in the manner provided for the
conduct of rehearing and review proceedings under K.S.A. 55-

606, and amendments thereto. :
(d) Agents of the commission er the seeretury shall inves-
tigate any written or oral complaint within 72 hours of receipt

thereof, not including Sundays and legal holidays, except that if
such investigation is impracticable within such time frame, the
agent shall communicate the same to the person making the
complaint and make alternative arrangements for such investi-
gation,
Sec. 16, K.5.A.55-164 is herchy amended to read as follows:
55-164. {a) In addition to any other penalty provided by law, the
aission er the seeretary, upon finding that an operator or
actor has violated the provisions of this act, may impose a
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~_nalty not to exceed $10,000, which shall constitute an actual
and substantial economic deterrent to the violation for which the
penalty is assessed. In the case of a continuing violation, every
day such violation continues shall be deemed a separate viola-
tion.

(b)Y No penalty shall be imposed pursuant to this section
except upon the written order of either the commission o the
seeretary to the person who committed the violation, The order
shall state the violation, the penalty imposed and the right to
appeal to the order issuing agency. Any such person may, within
30 days after receipt of such order, may make written request to
sueh ageney the commission for a hearing thereon. The isswing
ageney commission shall conduct a hearing within 30 days after
receipt of such request and shall give not less than 10 days’
notice of the time and place of the hearing, Within 15 days after
such hearing, the issuing ageney conumission shall affirm, re-
verse or modify the order and shall specify the reasons therefor.
Formal rules of pleading and evidence need not e be observed
at any such hearing.

{¢) Any person aggrieved by any order issued pursuant to this
section may appeal therefrom in the muwmer provided by law
within 30 duys alter reeeipt of the issuing ageney’s affirmation o
woditication of the erder accordance with the provisions of the
act for judicial review and civil enforcement of agency actions.

(d)  All moneys received from penalties imposed pursuant to
this section shall be remitted to the state treasurer who shall
deposit the entive amount thereof in the state treasury to the
credit of the conservation fee fund.

Sec, 17. K.5.A.55-901 is hereby amended to read as follows:
55-901. (a) The owner or operator of any oil or gas well which
may be producing and which produces salt water or waters
containing minerals in an appreciable degree shall have the vight
to return suid such waters to any horizon from which such salt
waters may have been produced, or to any other horizon which

aains or had previously produced salt water or waters con-

iing minerals in an appreciable degree, if the owner or oper-
ator of such well makes a written application to the state corpo-
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‘on commission for authority se to do, and written approval
as been granted hive o ber the owner or operator after inves-
tigation by the state corporation commission.

(b) The state corporation commission is hereby divected to
adopt such rules and regulations as may be just and equitable to
5o carry out the provisions of this section and KS+A: 55-002; nnd
wets amendatory thereof or supplemental thereto.

(¢) The state corporation commission is hereby directed to
assess any cost that may be incurred under the provisions of this
section and K:8:A: 55-002; und aets wmendatory thereof or sup-
plemental thereto against the applicant.

_(d) The state eorporation commission shall remit all moneys
received by or for it for costs assessed under this section to the
state treasurer at least monthly. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount
thereof in the state treasury. Twenty percent 20%) of each such
deposit shall be credited to the state general fund and the
balance shall be credited to the conservation fee fund erented by
See. 18, K.S.A. 55-903 is hereby wmended to read as follow
55-9

. Any county or district attorney who reeeives kno

there is probable cause to believe that a vighition of
of K.S.A. 55-904, and amendiments

occewrred shall

subsection

wereto, has
inediately notify the seeretnpyof the Kansas
depurtinent of het the Kansus state
corporation commissio qzin prosecution of the
offender.

Sec. 1. K.S.A.55-904 is B
55-904. (a) It shall be unlawh

partnership or other assq

vy ameunded to read as follows:
any person, firm, corporation,
'SONS:

(1) Todispose of grtause the disposakol salt water produced
in conjunction witirthe production of oil or Ztural gas except in
locations prescribed by K.S.ANS5-901 and 55-

1003, and amendments thereto, and rules anc

the manner a
regulations
K.S.A.

ules

adoptedpursuant to such sections or as provided
1 to 65-171t, inclusive, and amendments thereto, anc

d regulations adopted pursuant to such sections;
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to knowingly contract for the transportation of such sal

used for thavtransportation of such salt water, contajfis an opera-

ble “trip-leveX” or similar device which is ingtalled in such

manner as to aNow access to any person while riding in the
passenger compartnent of such vehicle.
(b)  As used in thix

ing more than 3,000 m]ligrams per lit

. “ I’ .
section “salt water” /Mmeans water contain-
- chlorides.

(¢) This section shalk not be

‘%)

nstrued to prohibit the

spreading of salt water o\ road Beds under construction or

maintenance if such spreadidg Of salt water is performed in
compliance with rules and re
the secretary of the depurt
seeretary state corporati

tions premuleated adopted by
nt of Reulth and environment The
on. The commission shall

be responsible for enfofcing, by approliate proceedings, such

rules and regulationg and shall immediagly notity the appro-

priate county or district attorney of any a¢tual or suspected
violation of this/Aection.
(d) Anyp

ciation of

‘son, firm, corporation, partnership or other asso-
rsons who violates any provision of swbsection (a)
shall be
shall bé
that _sub-

sedtion (a) shall be a class E felony, and upon conviction ther

nilty of a misdemeanor and, upon convicti
fined not less than $500 nor more than $5,00
second and subsequent violation of paragraph (1) <

1 thereof,

except

4uch violator shall be punished as provided by law.

See. 20, K.S.A. 55-1003 is hereby amended to read as fol-
lows: 55-1003. Each company or corporation engaged in the
production of petroleum or natural gas in Kansas, or organized
for the purpose of providing for disposal of oil-field or gas-field
brines and mineralized waters, may own, lease, construct,
operate, and maintain pipelines, reservoirs, treatment plants,
disposal wells, and other facilities for the conveyance and dis-
ssal of such brines and mincralized waters.

Any person, company or corporation engaged in the produc-
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v petroleum or natural gas in Kansas, or in the disposition
ac - sal of oil-field or gas-field brines and mineralized waters,

may provide for financing and acquiring the necessary land,
casements; and rights-of-way, and may own, lease, construct,
operate and maintain the works necessary for such disposal. For
the disposal of oil-field or gas-field brines and mineralized
waters, the plans and specifications for such disposal works shall
first be submitted to and be approved by the state corporation
commission and the seeretary of health and environment. The
state eorporation commission, in giving its approval, shall deter-
mine that the proposed method of disposal: (1) Will not result in
the loss or waste of gas or petroleum resources: The seeretary of
health and enviromment; in giving its approval; shall determine
that the proposed method; and (2) is a feasible method to be
cmployed in protecting the water resources of the state from
preventable pollution. If the seeretary shall find commission

finds exlinvestigation that iswasa the most feasible method for
the prevention of pollution is by a disposal well, the seeretury
shall 50 certify to the state corporation eonnnission: Upon such
certiticate being filed by the seerctary; the state corporation
commission shall give notice thereof to the owner of wells
producing such brines and mineralized waters of the findings
stited in said certifiente.

It the owner of the wells producing such brines and mineral-
ized waters desires to contest the findings stated in sueh certifi-
ente of the commission, such owner shall give notice to the
commission within ten () 10 days after receipt of notice
thereof. Thereupon, the commission shall proceed to hear and
determine the matter in the manner provided in K.S.A. 55-605,
and amendments thereto. H upon such hearing, the stete corpo-
rrton commission shall sustain sustaing the findings of the
seerchuy of health and erviromment, of or if such findings be are
not contested, the stute eorporation commission shall make an
order directing the owner of the wells producing such brines and
mineralized waters to provide the necessary disposal system.

s for judicial review of any order or decision of the
ce dssion under the provisions of this act may be brought as

|upon|
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vided in K.S.A. 55-606, and amendments thereto. Upon final
~der sustaining the findings of the seeretary of health and
environment commission being entered, the owner of such wells
shall provide the required disposal system in accordance with
K.S.A. 55-901 or nets mmendatory thereof, and amendments
thereto, and is hereby authorized to exercise the right of eminent
domain as provided in K.S.A. 26-501 to 26-516, inclusive, oF any
and amendments therete to such sections, for the purpose of
acquiring the necessary rights-of-way and sites for the disposal of
such brines and mineralized waters.

Sec. 21. K.S.A. 55-1004 is hereby amended to read as fol-
lows: 55-1004. It shall be unlawful for any person having pos-
session, control or the use of any oil-field waste disposal well
wherein salt water, mineralized brine, oil or refuse produced
from any oil well is disposed of below the surface of the earth to
inject such salt water, mineralized brine, oil or refuse from any
oil well therein at a pressure in excess of the maximum pressure
established by the seeretary of heulth wnd envirenment state
corporation commission and contained in the permit issued by
the Konsas corporation ecommission thereby. The seeretary of
henlth and envivewment state corporation commission shall
maintain a permanent record of the maximum pressure estab-
lished by it on cach such oil-field waste disposal well.

Any person violating any of the provisions of this section shall
be deemed guilty of a misdemeanor, and upon conviction
thereof, shall be punished by a fine of not exceeding ene theu-
sund doHars ($45000) $1,000, or by imprisonment not exceeding
six (6} months, or by both such fine and imprisonment, and each
day any such violation continues shall be deemed a separate
offense.

See. 22, K.S.A. 55-1006 is hereby amended to read as fol-
lows: 55-1006. 1t shall be the duty of the state beurd of water

resources/Nansas water office, the seeretary of health and envi-
ronments state corporation commission and the state geological
survey to determine the minimum safe depth for salt brine or

her oil tield waste disposal wells for all producing areas of the
state; and upon making such determinations shall file the same

secretary of the department of health and environment, the

'
I
b
i
i
1
i
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. lie state corporation commission; and seid. The state cor-
P «on commission shall adopt snd promulgate rules and reg-
ulations establishing such minimum depths. The state eorpora-
tion commission shall inspect such disposal wells to ascertain
whether they meet said the requirements for minimum depth.
Whenever said the eorporation commission shall determine de-
termines that the depth of any disposal well is less than the
rccommended depth, it shall immediately report such fact to the
proper authorities who shall proceed to charge the parties using
such a well with a violation of this act.

Sec. 23. K.S.A. 65-171d is hereby amended to read as fol-
lows: 65-171d. (a) For the purpose of preventing surface and
subsurface water pollution and soil pollution detrimental to
public health or to the plant, animal and aquatic life of the state,
and to protect beneficial uses of the waters of the state and to
require the treatment of sewage predicated upon technologically
based effluent limitations, the secretary of health and environ-
ment shall make such rules and regulations, including registra-
tion of potential sources of pollution, as may in the secretary’s
judgment be necessary to: (1) Protect the waters of the state from

pollution by eil; gas; salt water injeetion wells ertinderground
storage reservoirs of hydrocarbons, natural gas and liquid pe-
troleum gas; (2) control the disposal, discharge or escape of
sewage as defined in K.S.A. 65-164, and amendments thereto, by
or from municipalities, corporations, compunies, institutions,
state agencies, federal agencies or individuals and'any plants,
works or facilities owned or operated, or both, by them; and (3)
establish water quality standards for the waters of the state to
protect their beneficial uses.

() The secretary of health and environment may adopt by
reference any rule and regulation relating to water quality and
effluent standards promulgated by the federal government pur-

suant to the provisions of the federal mwaterpolhition-contrelact

oil, gas, salt water or 4]

/

/

\ /

__gleap water act

and the ¥¥2%mendments thereto, which the secretary is other-
wise authorized by law to adopt.

For the purposes of this act, including K.S.A. 65-161
L gh 65-171h, and amendiments to those statutes, “pollution”

\j
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as: (1) Such contamination or other alteration of the physical,
chemical or biological properties of any waters of the state as will
or is likely to create a nuisance or render such waters harmful,
detrimental or injurious to public health, safety or welfare, or to
the plant, animal or aquatic life of the state or to other designated
beneficial uses; or (2) such discharge as will or is likely to exceed
state effluent standards predicated upon technologically based
effluent limitations.

(d) In making rules and regulations, the secretary of health
and environment, taking into account the varying conditions that
are probable for each source of sewage and its possible place of
disposal, discharge or escape, may provide for varying the con-
trol measures required in each case to those the secretary finds to
be necessary to prevent pollution. Fhe storage or disposal of salt
water; oil or refuse in surface ponds shall be prohibited unless a
pernit for such storage or disposal shall first be obtnined from
the seeretury of health and environment; and such permit shall
be econsidered as granted unless denied within 10 days: The
seeretnry of health and envivonment is authorized to deny or
revoke o permit for suech storage or disposal in any ease where
the seeretary finds such storage is enusing or likely to eause
poHution: Where a freshwater reservoir or farm pond is privately
owned and where complete ownership of land bordering the
reservoir is under common private ownership, such freshwater
reservoir or farm pond shall be exempt from water quality stan-
dards except as it relates to water discharge or seepage from the
reservoir to waters of the state, either surface or groundwater, or
as it relates to the public health of persons using the reservoir or
pond or waters therefrom,

(¢) (1) Whenever the secretary of health and environment or
the sceretary’s duly authorized agents shall find that the waters
of the state are not being protected from pollution by eiks gas; salt

water injeetion wells orfunderground storage reservoirs of hy-
drocarbons, natural gas and liquid petroleum gas or that storage
isposal of salt water; oil or refuse in any surface pond is
sing or is likely to cause pollution of soil or waters of the state,
the secretary or the secretary’s duly authorized agents shall issue

|oil, gas, salt water or
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«der prohibiting the-eperation—eruss—ofsuch oil; gas; salt

pond?/Such order te shall take effect 10 days after service upon
the owner, operator, contractor or agents thereof. Any person
aggrieved by such order may within 10 days of service of the
order request a hearing on the order.

(2) Hearings may be conducted by the sccretary or hearing
officers appointed by the secretary. Such hearing officers shall
have the power and authority to conduct such hearings in the
name of the secretary at any time and place and a record of the
proceedings of such hearings shall be taken and filed with the
secretary together with findings of fact. On the basis of the
evidence produced at the hearing, the secretary shall make
findings of fact and conclusions of law and shall give written
notice of such findings and conclusions to the alleged violator.
The order of the secretary shall be final unless appealed to the
courts within 30 days after the order has been made.

(3) Any notice, order or instrument issued by or with the
authority of the secretary may be made by mailing a copy of the
notice, order or other instrument by registered or certified mail
directly to the person affected at such person’s last known post
office address as shown by the files or records of the secretary.

(4) An appeal may be taken from any final order or final
determination of the secretary, by any person adversely affected,
to the district court of the county of residence of the appellant.
Notice of appeal from any such final order or determination shall
be served on the secretary. Failure to serve such notice of appeal
within 30 days shall operate as a waiver of the right of appeal.
Notice of appeal shall refer to the action of the sceretary ap-
pealed from and shall specify the grounds for appeal. Copy of the
original notice of appeal with proof of service on the secretary
shall be filed by the appellant with the clerk of the court within
10 days of the service of the notice and thereupon the court shall
have jurisdiction of the appeal. Service of a notice of appeal shall

~t operate as a stay of the secretary’s order. The appellant has

right to apply to the secretary for a stay, which the secretary
i the sceretary’s discretion may grant. Upon receipt by the

activities
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retary of the notice of appeal, the secretary shall, within 15
days, file with the clerk of the district court a certified transeript
of all files and proceedings relating to the order or decision
appealed from. The review shall be conducted by the court
without a jury and shall be de novo, except that in cases of
alleged imvegularities in procedure, testimony thereon may be
taken in the court. The court may affirm the order or decision of
the secretary, or may reverse or modify the order. Appeals may
be taken from the order or decision of the district court in the
same manner as in other civil cases. »

&) The sceretary may adopt rules and regulations establish-
ing fees for the following services:

&) Blun approval; monitoring und inspecting andefgfeuad OF
buried petroleum produels storage tunks; for which the annual
fee shall not exceed $5 for each tunk in place;

{2) permilting menitoring and inspecting salt selution min-
ing operators; for whieh the annuul fee shall not exceed $1,650
per comparys

{3) permitting; monitoring and inspecting hydfeeufben stor-
age wells and well systems; for whieh the annual fee shall net
exceed $1:875 per companys and

4) permitting; monitoring and inspeeting oil and gas lease
sult water and oil storage; dispesal and emergeney faeilities; for
which the fee shuall not execed $:012 for each barrel of oil and
$:00036 for each 15000 cubie feet of gus produed and removed
from the lease each month,

New Sec. 24. The storage or disposal of salt water, oil or
refuse in surface ponds resulting from oil and gas activities shall
be prohibited unless a permit for such storage or disposal shall
first be obtained from the commission. Such permit shall be
considered as granted unless denied within 10 days. The com-
mission is authorized to deny or revoke a permit for such storage
or disposal in any case where the commission finds such storage
is causing or likely to cause pollution.

New Sec. 25. It shall be unlawful {or any person having

sssession or control of any well drilled or being drilled for oil or
gas, either as contractor, owner, lessee, agent or manager, or in

(f) The secretary ﬁég adopt rules and regulations establishing
fees for the following ser %ces. /

(1) Plan approval, monltorlng and inspecting underground or
buried petroleum products sto ge tanks, for which the annual fee shall
not exceed $5 for each tank ih” lace;

(2) permitting, monltorlng and inspecting salt solution mining
operators, for which the anngal f e shall not exceed $1,950 per
company; and / N\

(3) permitting, monlybrlng a;§xégspect1ng hydrocarbon storage
wells and well systems, which theYannual fee shall not exceed
$1,875 per company. /I
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other capacity, to permit salt water, oil or refuse from any
such well to escape by overflow, seepage or otherwise from the
vicinity of such well, and it shall be the duty of any such person
to keep such salt water, oil or refuse safely confined in tanks,
pipelines or ponds, so as to prevent the escape thereof, Nothing
in this act shall be construed to apply to the escape of salt water,
oil or refuse because of circumstances beyond the control of the
person in the possession or control of such well and under
circumstances which could not have been reasonably anticipated
and guarded against.

New Sec. 26. Before any work or procedure is commenced to
abandon and plug any producing oil or gas well in this state and
after notice thereof is given to the commission by the operator
thereof, in accordance with the rules and regulations adopted
pursuant to K.S.A. 55-152, and amendments thereto, the com-
mission, in any case where the surface landowner upon whose
Jland such well is located has filed with the commission a state-
ment expressing a desire to be notified when any such well is to
be abandoned, shall mail a copy of such notice to such surface
landowner and may charge a fee therefor in an amount fixed by
the commission and approved by the director of accounts and
reports under K.S.A. 45-204, and amendments thereto.

New Sec. 27. (a) Any person, firm, association or corporation
who fails to comply with the requirement to give notice to the -
state corporation commission of intent to drill a séismic, core or
exploratory hole for the purpose of exploration, discovery or
production of oil or natural gas in accordance with the provisions
of K.S.A. 55-128, and amendments thereto, and who has been
convicted twice of violating such requirement, shall be prohib-
ited from drilling a seismic, core or exploratory hole in this state
for the purpose of exploration, discovery or production of oil or
natural gas within the six-month period of time following the
date of the second conviction of violating such requirement. Any
such person, firm, association or corporation who has been con-

ted more than twice of violating such requirement shall be
shibited from drilling a seismic, core or exploratory hole in
this state for the purpose of exploration, discovery or production
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{oil or natural gas within the one-year period of time following
the date of the third or later conviction of violating such re-
quirement,

(b) Any person, firm, association or corporation who shall
violate the provisions of this section shall be deemed guilty of a
class B misdemeanor.

New Sec. 28, The commission shall appoint such agent or
agents as may be necessary to represent them and to enforce the
provisions of this act, and the rules and regulations adopted
pursuant thereto. The commission shall designate an agent for
each district field office established to enforce this act and the
rules and regulations adopted pursuant thereto to administer and
supervise the operation of such office, '

New Sce. 29, (a) The commission shall assess operators or
their designated agents for the actual costs and expenses in-
curred in: (1) The supervision, administration, inspection, in-
vestigation; (2) the enforcement of this act and the rules and
regulations adopted pursuant to this act; and (3) monitoring and
inspecting oil and gas lease salt water and oil storage, disposal
and emergency facilities.

(b) The commission shall remit all moneys received by or for
it for costs or expenses under this section to the state treasurer at
least monthly. Upon receipt of each such remittance, the state
treasurer shall deposit the entire amount thereof in the state
treasury. Twenty percent of each such deposit shall be credited
to the state general fund and the balance shall be credited to the
conservation fee fund created by K.S.A. 55-143, and amendments
thereto,

New Sec. 30, /Leuving the surface of lands with a part of the
operating structure or other equipment intact after abandoning
oil or gas wells is against public policy, and constitutes a public
nuisance, and shall be hereafter prohibited. Whenever any lease
operator abandons any oil or gas well, the lease operator, within
six months thereafter, shall remove any rig, derick or other

operating structure, and all abutments and other obstacles of

very kind or size used in the operation of such oil or gas lease,
irom the land upon which the well was theretofore operated, and

(a)
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1l grade the surface of the soil in such manner as to leave the
land, as nearly as practicable, in the same condition after the
removal of such structures, equipment and obstacles as it was
before such structures and abutments were placed thereon, un-
less the owner of the land and the abandoning party have
entered into a contract providing otherwise.

MNew-See—3d ZAny person, firm, association, partnership or
corporation violating the provisions of this act shall be deemed
guilty of a misdemeanor, and upon conviction shall be punished
by a fine of not less than $100 nor more than $500.

New Sce. 3377 Any person who has reason to believe that any
well which has been abandoned is causing or is likely to cause
the pollution of any usable water strata or supply or the loss of
any usable water through downward drainage by reason of the
fact that the well has not been plugged, was improperly plugged,
or that.the plugging is no longer effective by reason of the
deterioration of the pipe or by any other cause, may file a

complaint in writing, so alleging, with the eowmmissien? Such

complaint shall state the location of the well and the facts which
caused the complainant to believe that such well is causing or is
likely to cause the pollution of any usable water strata or supply
or the loss of usable water.

secretary of the department of health and environmentJ

New Sec. 337 (a) Upon receipt of any complaint filed pursu-
ant to JaA—55-1 TR

3 *- >

shall make an investigation for the purpose of determining
whether such abandoned well is polluting or is likely to pollute
any usable water strata or supply or causing the loss of usable

132]

——{section 32, the secretary|

water, or the connmission/may initiate such investigation on its

secretary

own motion. If the eermmission/letermines:

(1) That such abandoned well is causing or likely to cause such
pollution or loss; and

(2) (A) that no person is legally responsible for the proper
care and control of such well; or (B) that such person so legally
responsible for the care and control of such well is dead or no

longer in existence or insolvent or cannot be found, then, within

) days after completing its investigation, the eonrmission/shall
plug, replug or repair such well, or cause it to be plugged,

lsecretary |
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replugged or repaired, in such a manner as to prevent any further
pollution or danger of pollution of any usable water strata or
supply or loss of usable water. The cost of such plugging shall be

paid by the eommissiontrom-the—conserationfoe/fund.

(b) For the purposes of this section, a person who is legally
responsible for the proper care and control of an abandoned well
shall include, but is not limited to, the following: Any operator of
a waterflood or other pressure maintenance program deemed to
be causing pollution or loss of usable water; the current or last
operator of the lease upon which such well is located, irrespec-
tive of whether such operator plugged or abandoned such well;
and the original operator who plugged or abandoned such well.

lsecretary from the oil and gas pollution control

(¢) Whenever the conmmission/determines that a well has
heen abandoned and is causing or is likely to cause pollution of
any usable water strata or supply or loss of usable water, and

lsecretary

whenever the eesmissionlhas reason to believe that p particular
person is legally responsible for the proper care and control of
such well, the eonmsnission/shall cause such person to come

before it at a hearing held substantially in the manner prescribed

secretary

by K-S-A—55-605—and-amendments—thereto;fand to show cause
why the requisite care and control has not been exercised with

the administrative procedures act

respect to such well. After such hearing, if the commissionlinds
that such person is legally responsible for the proper care and
control of such well and that such well is abandgned, in fact, and
is causing or is likely to cause pollution of any usable water strata

secretary

or supply or loss of usable water, the eommission/may make any

[secretary |

order or orders prescribed in K.S.A. 85834627 and amendments
thereto. Proceedings for rehearing and review of any of the

55-161

(¢) For the purpose of this scction, any well which has been

abandoned, in fact, and has not been plugged pursuant to the
rules and regulations in effect at the time of plugging such well
<hall be and is hereby deemed likely to cause pollution of any
able water strata or supply.
(d) For the purpose of this scction, the person legally re-
sponsible for the proper care and control of an abandoned well

secretary's orders may be held pursuant to the administrative
procedures act
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0781 1 not include the landowner or surface owner unless the
0787 ._.downer or surface owner has operated or produced the well,
0788 has deliberately altered or tampered with such well thereby
0789 causing the pollution or has assumed by written contract such

0790 responsibility. -+ [ 33‘

0791  New Sec. 347 (a) The fact that any person has initiated or

0792 supported a proceeding before the connnission? or has remedied secretary of the department of health and environment

0793 or attempted to remedy the condition of any well under the
0794 authority of this act, shall not be construed as an admission of
0795 liability or received in evidence against such person in any
0796 action or proceeding wherein responsibility for or damages from
o797 surface or subsurface pollution, or injury to any usable water or
0798 oil-bearing or gas-bearing formation, is or may become an issue;
0799 nor shall such fact be construed as releasing or discharging any
0800 action, cause of action or claim against such person existing in
0801 favor of any third person for damages to property resulting from
0802 surface or subsurface pollution, or injury to any usable water or
0803 oil-bearing or gas-bearing formation.

0804 (b) The econumissions on its own motion, may initiate an / secretary l

0805 investigation into any pollution problem related to oil and gas

0806 activity. In taking such action the eemmission/may require or
0807 perform the testing, sampling, monitoring or disposal of any
0808 source of groundwater pollution related to oil and gas activities.

0809 (¢) The conmuission/or any other person authorized by the
0810 cemmission\who has no obligation to plug, replug or repair any
0811 abandoned well, but who does so in accordance with the pmvi—\

0812 sions of this act, shall have a cause of action for the reasonable

0813 cost and expense incurred in plugging, replugging or repairing secretary

0814 the well against any person who is legally responsible for the
0815 proper care and control of such well pursuant to the provisions of
0816 K.S.A. 55-140, and amendments thereto, and such person shall
0817 have a lien upon the interest of such obligated person in and to '
0818 the oil and gas rights in the land and equipment located there(m.//@,

0819 New Sec. 357 In the administration and enforcement of the

0820 provisions of thisaetoOr any rule, regulation or order promulgated | sections 31 to 36, inclusive, l
082 juant thereto, the eorporntion—eomnission/ attomey general, \Lsecretarﬂ
0822 s county attorney and courts of general jurisdiction are hereby 2
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Lanted the same power and authority respectively granted
under K.S.A. 55-608, and amendments thereto.
New Sec. 367 Agents of the esmmission\shall have the right

35

lsecretary ]

of ingress and egress upon any lands where any abandoned well
is located and the lands adjacent thereto and to occupy such
lands as are necessary in making any investigation or in plug-
ging, replugging or repairing of any well or in the supervision
thereof. Any agent when entering upon any land to plug, replug
or repair an abandoned well, or to supervise or inspect the same,
shall not be liable for any damages necessarily resulting theve-
from, except damages to growing crops, livestock or improve-
ments on the land.

New Sec. 377 (a) Whenever the corporation commission is
authorized or directed by this act, or by any of the acts contained
in chapter 55 of the Kansas Statutes Annotated, to adopt rules and
regulations, any rules and regulations so adopted shall be pub-
lished by the commission and made available to the public
without charge. The commission shall maintain the publication
in a current condition either by a published supplement thereto
or, whenever supplementation is impractical due to the cost or
usefulness thereof, by republishing all of such rules and regula-
tions in effect. In addition, the commission is hereby directed to
comply with the provisions of K.S.A. 77-415 et seq., and amend-
ments thereto, with respect to any such rule and regulation.

(b) Whenever the commission is authorized *or directed by
this act, or by any of the acts contained in chapter 55 of the
Kansas Statutes Annotated, to levy, assess, tax or otherwise fix or
determine any fee, tax, charge or other payment of money to the
commission or to the state of Kansas, such authority or directive
shall be exercised or complied with by the adoption of a rule and
regulation.

A

36

New Sec. 887 This act shall not be construed as impairing,
affecting or repealing any existing law but shall be construed as
supplementary to existing laws.

."th@]'i'“!d 'l“d E““];Q”‘Ur@d t” ']dﬂi;t I.“IP. Qlﬁl! l‘l%glll‘ltiQHS gg ’
SRR (1) The- 13!‘!;&;!!;]1“'(3‘ and (]H'l]ifil"lt—i(-uls- for-cestification
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P

i approval of laboratories performing water sample analysis

an the procedures and methods of examination and appfoval

certified
7 materials and

of persons~g¢onducting such water sample analysis i

and approved Taboratories and of the apparat

(b) The commissj
the laboratory ¢

e commission.

Sec. 44, K.S.A. 55-121, 55-128¢, 55-128d, 55-129, 55-131, 55-

132a, 55-132b, 55-139, 55-140a, 55-140b, 55-141, 55-141a, 55-142,
55-150, 55-151, 55-152, 55-155, 55-158, 55-159, 55-160, 55-161,
55-162, 55-164, 55-901, 55-903, 55-904, 55-1003, 55-1004, 55-
1006 and 65-171d and K.S.A. 1985 Supp. 55-140 are hereby
repealed.

New Sec. 38. There is hereby created in the state treasury the
0il and gas pollution control fund. All deposits credited to such
fund shall be for the use of the Kansas department of health and
environment in administering the provisions of sections 31 to 36,
inclusive. All expenditures from the oil and gas pollution control
fund shall be made in accordance with appropriation acts upon
warrants of the director of accounts and reports issued pursuant to
vouchers approved by the secretary of the Kansas department of health
and environment or by a person or persons designated by the secretary.
The secretary, with the approval of the director of accounts and
reports, shall formulate a system of accounting procedures to account
for the moneys credited to the oil and gas pollution control fund.

39

Sec. 437 This act shall take effect and be in force from and
after its publication in the statute book.

40
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PROPOSED SUBSTITUTE FOR HOUSE BILL NO. 2703

By Committee on Energy and Natural Resources

AN ACT concerning water; relating to water conservation; amending
K.S.A. 74-2608, 74-2622, 82a-711, 82a-927, 82a-131la and

82a-1503 and repealing the existing sections.

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

Section 1. K.S.A. 74-2608 1is hereby amended to read as
follows: 74-2608. The Kansas water office shall:

¢:3 (a) Collect and compile information pertaining to
climate, water and soil as related to the usage of water for
agricultural, dindustrial and municipal purposes and the
avallability of water supplies in the several watersheds of the
state, and, in so doing, the office shall #£zzst collect and
compile the information obtainable from other agencies,
instrumentalities of the state, political subdivisions of the
state and the federal government.

¢23--Wexrk--eut (b) Develop a state plan of water resources

management, conservation and development for water planning areas
as determined by the office, and cooperate with any agency or
instrumentality of the state or federal government now oOr
hereafter engaged in the development of plans or having developed
plans affecting any such area of the state.

(c) Develop and maintain guidelines for water conservation

plans and practices. Such guidelines shall be technologically

and economically feasible for each water user to implement and

shall: (1) Be designed to curtail the waste of water; (2)

consider the use of other water if the use of freshwater is not

necessary; (3) not require curtailment in water use which will

not benefit other water users or the public interest; (4) not

result in the unreasonable deterioration of the guality of the

waters of the state; (5) consider the reascnable needs of the

Attachment 3
House Energy and Natural Resources 3/6/86



water user at the time; (6) not conflict with the provisions of

the Kansas water appropriation act and the state water planning

act; (7) be limited to practices of water use efficiency except

for drought contingency plans for municipal users; and (8) take

into consideration drought contingency plans for municipal and

industrial users. When developing such guidelines, the Kansas

water office shall consider the cost to benefit ratio effect of

any plan.
Sec. 2. K.S.A. 74-2622 is hereby amended to read as

follows: 74-2622. (a) There is hereby established within and as
a part of the Kansas water office the Kansas water authority. The
authority shall be composed of 16 members of whom 11 shall be
appointed as follows: (1) Eight members shall be appointed by the
governor for terms of four years, except that of the first
members of the authority, two members shall be appointed for
terms commencing July 1, 1981, and ending on May 1, 1982, two
members shall be appointed for terms commencing on July 1, 1981,
and ending on May 1, 1983, two members shall be appointed for
terms commencing on July 1, 1981, and ending on May 1, 1984, and
two members shall be appointed for terms commencing on July 1,
1981, and ending on May 1, 1985. The governor shall designate the
term for which each of the members first appointed shall serve.
Of the members appointed under this provision one shall be a
representative of large municipal water users, cone shall be
representative of small municipal water users, one shall be a
board member of a western Kansas groundwater management district,
one shall be a board member of a central Kansas groundwater
management district, one shall be a member of the ZKansas
association of conservation districts, cne shall be
representative of industrial water users, one shall be a member
of the state association of watershed districts, and one shall be
representative of the general public. The member who 1is
representative of large municipal water users shall be appointed
from three nominations submitted by the Kamsas league of Kansas

municipalities. The member who 1s representative of small



municipal water users shall be appointed from three nominations
submitted by the Kansas rural water districts' association. The
member who 1s representative of a western Kansas groundwater
management district shall be appointed from three nominations
submitted by the presidents of the groundwater management
district boards No. 1, 3 and 4. The member who is representative
of a central Kansas groundwater management district shall be
appointed from three nominations submitted by the presidents of
the groundwater management district boards No. 2 and 5. The
member who is representative of industrial water users shall be
appointed from three nominations submitted by the Kansas
association of commerce and industry. The member who is
representative of the state association of watershed districts
shall be appointed from three nominations submitted by the state
association of watershed districts. The member who 1is
representative of the Kansas association of conservation
districts shall be appointed from three nominations submitted by
the state association of conservation districts. If the governor
cannot make an appointment from the original nominations, the
nominating authority shall be so advised and, within 30 days
thereafter, shall submit three new nominations; (2) one member
shall be appointed by the governor, subject to confirmation by

the senate as provided in K.S.A. 75-4315b, and amendments-

thereto, and such member shall serve at the pleasure of the
governor and shall be the chairperson of the authority. Members
appointed by the governor shall be selected with special
reference to training and experience with respect to the
functions of the Kansas water authority, and me not more than
five of such members shall belong to the same political party;
(3) one member shall be appointed by the president of the senate
for a term of two years commencing on July 1, 1981; and (4) one
member shall be appointed by the speaker of the house of
representatives for a term of two years commencing on July 1,
1981. The state geologist, the chief engineer of the division of

water resources of the state board of agriculture, the director



of the division of environment of the department of health and
environment, the director of the Kansas water office and the
director of the agricultural experiment stations of Kansas state
university of agriculture and applied science shall be nonvoting
members ex officio of the authority. The director of the Kansas
water office shall serve as the secretary of the authority.

(b) In the case of a vacancy in the appointed membership of
the Kansas water authority, the vacancy shall be filled for the
unexpired term by appointment in the same manner that the
original appointment was made. Appointed members of the
authority attending regular or special meetings thereof shall be
paid compensation, subsistence allowances, mileage and other
expenses as provided in K.S.A. 75-3223, and amendments thereto.

(c) The Kansas water authority shall: |

(1) Consult with and be advisory to the governor, the
legislature and the director of the Kansas water office.

(2) Review plans for the development, management and use of
the water resources of the state by any state or local agency.

(3) Make a study of the laws of this state, other states
and the federal government relating to conservation and
development of water resources, appropriation of water for
beneficial use, flood control, construction of levees, drainage,
irrigation, soil <conservation, watershed development, stream
control, gauging of stream and stream pollution for the purpose
of determining the necessity or advisability of the enactment of
new or amendatory legislation in this state on such subjects.

(4) Make recommendations to other state agencies and
political subdivisions of the state for the coordination of their
activities relating to flood control, construction of levees,
drainage, irrigation, soil conservation, watershed development,
stream control, gauging of stream, stream pollution and
groundwater studies.

(5) Make recommendations to each regular session of the
legislature and to the governor at such times as the authority

considers advisable concerning necessary or advisable legislation



relating to any of the matters or subjects which it is required
by this act to study for the purpose of making recommendations to
the legislature. All such recommendations to the legislature
shall be in drafted bill form together with such explanatory
information and data as the authority considers advisable.

(6) Approve, prior to submission to the legislature by the
Kansas water office or its director, (A) any contract entered
into pursuant to the state water plan storage act, (B) any
amendments to the state water plan or the state water planning
act and (C) any other legislation concerning water resources of
the state.

(7) Approve, before they become effective, any policy
changes proposed by the Kansas water office concerning the
pricing of water for sale pursuant to the state water plan
storage act.

(8) Approve, before it becomes effective, any agreement
entered into with the federal government by the Kansas water
cffice.

(9) Request any agency of the state, which shall have the
duty upon thatvrequest, to submit its budget estimate pertaining
to the state's water resources and any plans or programs related
thereto and, upon the authority's receipt o¢f such budget
estimate, review and evaluate it and furnish recommendations
relating thereto to the governor and the legislature.

(10) Approve, prior to adoption by the director of the
Kansas water office, rules and regulations authorized by law to
be adopted.

(11) Approve, prior to adoption by the director of the

Kansas water office, gquidelines for conservation plans and

practices developed pursuant to subsection (c) of K.S.A. 74-2608,

and amendments thereto.

(d) The Kansas water authority may appoint citizens'
advisory committees to study and advise on any subjects upon
which the authority is required or authorized by this act to

study or make recommendations.



(e) The provisions of the Kansas sunset law apply to the
Kansas water authority established by this section, and the
authority is subject to abolition under that law.

Sec. 3. K.S.A. 82a-711 is hereby amended to read as
follows: 82a-711. (a) If a proposed use neither wiil-impazs
impairs a use under an existing water right nor prejudicially and
unreasonably affeet affects the public interest, the chief
engineer shall approve all applications for such use made in good
faith in proper form which contemplate the utilization of water
for beneficial purpose, within reasonable limitations except that
the chief engineer shall not approve any application submitted
for the proposed use of fresh water in any case where other
waters are available for such proposed use and the use thereof is
technologically and economically feasible. Otherwise, the chief
engineer shall make an order rejecting such application or
requiring its modification to conform to the public interest to
the end that the highest public benefit and maximum‘economical
development may result from the use of such water.

(b) In ascertaining whether a proposed use will
prejudicially and wunreasonably affect the public interest, the
chief engineer shall take into consideration:

(1) Established minimum desirable streamflow requirementssy;

(2) the area, safe yield and recharge rate of the
appropriate water supplyr;

(3) the priority of existing claims of all persons to use
the water of the appropriate water supplyr;

(4) the amount of each sueh claim to use water from the

appropriate water supplysr; and

(5) all other matters pertaining to such guestion.

(c) With regard to whether a proposed use will impair a use
under an existing water right, impairment shall include the
unreasonable raising or lowering of the static water level or the
unreasonable increase or decrease of the streamflow or the

unreasonable deterioration of the water quality at the water

user's point of diversion beyond a reasonable economic limit. Any



person aggrieved by any order or decision by the chief engineer
relating to that person's application for a permit to appropriate
water may appeal to the district court in the manner prescribed

by K.S.A. 82a-724, and amendments thereto.

(d) The chief engineer may reguire an applicant for a

permit to appropriate water to adopt and implement conservation

plans and practices. Such plans and practices shall be

consistent with the quidelines for conservation plans and

practices developed and maintained by the Kansas water office

pursuant to subsection (c) of K.S.A. 74-2608, and amendments

thereto. Prior to approval of an application, the chief

engineer, in consultation with the director of the Kansas water

office if requested by the applicant, shall determine whether

such plans and practices are consistent with the guidelines

adopted by the Kansas water office.

Sec. 4. K.S.A. 82a-927 1is hereby amended to read as
follows: 82a-927. The long-range goals and objectives of the
state of Kansas for management, conservation and development of
the waters of the state, are hereby declared to be:

¢x3 (a) The development, to meet the anticipated future
needs of the people of the state, of sufficient supplies of water
for beneficial purposes;

€23 (b) the reduction of damaging floods and of Llosses
resulting from floods;

¢33 (c) the protection and the improvement of the quality
of the water supplies of the state;

¢4y (4) the sound management, both public and private, of
the atmospheric, surface, andvgroundwater supplies of the state;

€53 (e) the prevention of the waste of the water supplies
of the state;

€63 (f) the prevention of the pollution of the water
supplies of the state;

¢73 (g) the efficient, economic distribution of the water
supplies of the state; ard

¢83 (h) the sound coordination of the development of the



water resources of the state with the development of the other
resources of the states; and

(1) the conservation of the water resources of the state in

a technologically and economically feasible manner.

Sec. 5. K.S.A. 82a-131la 1s hereby amended to read as
follows: 82a-131la. (a) The date of receipt of each application

submitted pursuant to K.S.A. 82a-1310a, and amendments thereto,

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 authority 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 interest of the people of the state of Kansas
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 all matters pertaining to
such questions, including:

(1) The present and future water supply needs of the
applicant;

(2) any current  beneficial uses being made of the
noncontracted water proposed to be diverted;

(3) any reasonably foreseeable future beneficial wuses of
the water;

(4) the economic, environmental, public health and welfare
and other benefits or adverse impact of approving the contract;

(5) alternative sources of water available to the
applicant;

(6) the preliminary plan of design, construction and
operation of any works or facilities used in conjunction with
carrying the water to its point of use;

(7) whether the proposed purchase is consistent with the



state water plan approved by the legislature;

(8) the date of receipt of the application to contract for
withdrawal and use of water; and

(9) minimum streamflow requirements.

(¢c) The authority may require an applicant for a contract

for the sale of water from the state's conservation water supply

capacity to adopt and implement conservation plans and practices.

Such plans and practices shall be consistent with the guidelines

for conservation plans and practices developed and maintained by

the Kansas water office pursuant to subsection (c) of K.S.A.

74-2608, and amendments thereto. Prior to approval of an

application, the director of the Kansas water office, in

consultation with the chief engineer, shall determine whether

such plans and practices are consistent with the guidelines

adopted by the Kansas water office.

¢e¥ (d) 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. 6. K.S.A. 82a-1503 1is hereby amended to read as
follows: 82a-1503. (a) Any person desiring to make a water
transfer shall file, with the chief engineer, an application in
the form required by rules and regulations adopted by the chief
engineer. If the application is found to be insufficient to
enable the panel to determine the source, nature and amount of
the proposed transfer, it shall be returned for correction or
completion or for any other necessary information. This act
shall not be construed as to exempt the applicant from complying
with the provisions of the Kansas water appropriation act or the
state water plan storage act, whichever is applicable.

(b) No water transfer shall be approved unless the

applicant has adopted and implemented conservation plans and

practices. Such plans and practices shall be consistent with the




- 10 =

guidelines for conservation plans and practices developed and

maintained by the Kansas water office pursuant to subsection (c¢)

of K.S.A. 74-2608, and amendments thereto. Prior to approval of

an application for a water transfer, the panel shall determine

whether such plans and practices are consistent with the

guidelines adopted by the Kansas water office.

£by (c) Within 60 days of receipt of a sufficient
application for a water transfer pursuant to this act, the chief
engineer shall convene and conduct a'hearing thereon. At such
hearing, the panel shall consider the application and shall take
testimony, hear oral arguments and accept all other evidence
offered to determine whether to approve the proposed water
transfer.

If it is determined to be in the best interest of the state,
the chief engineer may convene and conduct such a hearing within
60 days of receipt of (1) an application to appropriate water
pursuant to the Kansas water appropriation act or (2) a proposed
contract for thevsale of water from the state's conservation
storage water supply capacity even though such diversion and
transportation of water is not a water transfer as defined by

K.S.A. 82a-1501, and amendments thereto.

¢e¥ (d) The panel shall consist of the chief engineer, the
director and the secretary or the director of the division of
environment of the department of health and environment if
designated by the secretary. The chief engineer shall serve as
the chairperson of the panel. All actions of the panel shall be
taken by a majority of the members thereof. The panel shall have
all powers necessary to conduct the hearings, make its findings
and effeetuate implement the provisions of this act. The hearing
shall be conducted in a prudent and timely manner.

¢é} (e) To determine whether the benefits to the state for
approving the transfer outweigh the benefits to the state for not
approving the transfer, the panel shall consider all matters
pertaining thereto, including specifically:

(1) Any current beneficial use being made of the water
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proposed to be diverted, including minimum desirable streamflow
requirements;

(2) any reasonably foreseeable future beneficial use of the
water;

(3) the economic, environmental, public health and welfare
and other impacts of approving or denying the transfer of the
water;

(4) alternative sources of water available to the applicant
and present or future users for any beneficial use;

(5) the proposed plan of design, construction and operation
of any works or facilities used in conjunction with carrying the
water from the point of diversion. The plan shall be 1in
sufficient detail to enable all parties to understand the impacts
of the proposed water transfer; and

£{63}--conservatien-practice-implementation-ptans-£for-the--use
of--water--eurrentiy-avaitable-te-and-being-used-by-£he-appiieant
apnd-fer-the-use-of-fthe-water-propesed-£eo-be-transferreds-and

€73 (6) conservation plans and practices or the need for
such plans and practices of persons protesting or potentially

affected by the proposed transfer. Such plans and practices

shall be consistent with the guidelines for conservation plans

and practices developed and maintained by the Kansas water office

pursuant to subsection (c) of K.S.A. 74-2608, and amendments

thereto.

¢e} (f) Any person shall be permitted to appear and testify
at any such hearing upon the terms and conditions determined by
the chief engineer.

¢£} (g) Notice of any such hearing shall be published in
the Kansas register. Such notice shall be published at least 15
days prior to the date of the hearing.

¢g3 (h) The record of the hearing and findings of fact
shall be public records and open for inspection at the office of
the chief engineer. The panel shall assess to the applicant all
costs of obtaining a court reporter for the hearing and

transcribing the  transcript of the  hearing. Certified
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transcripts of the hearing shall be provided at the expense of
those requesting same. A transcript shall be provided to the
chairperson of the authority.

New Sec. 7. Each member of a water assurance district shall
adopt conservation plans and practices for such member. Such
plans and practices shall be consistent with the guidelines for
conservation plans and practices developed and maintained by the
Kansas water office pursuant to K.S.A. 74-2608, and amendments
thereto. Prior to entering into a contract with an assurance
district, the director of the Kansas water office, in
consultation with the chief engineer, shall determine whether
such plans and practices are consistent with the guidelines for
conservation plans and practices adopted by the Kansas water
office.

Sec. 8. K.S.A. 74-2608, 74-2622, 82a-711, 82a-927,
82a-1311a and 82a-1503 are hereby repealed.

Sec. 9. This act shall take effect and be in force from and

after its publication in the statute book.
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water withdrawn under each contract from the state’s conser-
vation storage water supply capacity in the preceding year;

(4) the amount necessary to repay the operation, mainte-
nance and repair costs associated with the state’s conservation
water supply capacity based on the actual costs of operation,
maintenance and repair of the state’s conservation water supply
capacity in the preceding year divided by the greater of: (A) Fifty
percent of the total amount of water under each contract from the
state’s conservation storage water supply capacity in the preced-
ing year; or (B) the total amount of water withdrawn under each
contract from the state’s conservation storage water supply ca-
pacity in the preceding yeary-amé- «
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(b) In computing such rates, the director shall consider the
state’s conservation water supply capacity from all sources as
though impounded in one single reservoir. No water supply
capacity of a reservoir shall be considered to be in such capacity
until the year in which the state incurs contract obligations for
the project. The rate so fixed for each year shall be the same for
each contract under K.S.A. 82a-1305, and amendments thereto,
for withdrawal from every reservoir. The rate so fixed for each
twelve-month period from January 1 to December 31 shall be the
same for every contract under K.S.A. 82a-1305, and amendments
thereto.

Sec. 7. K.S.A. 82a-1310a is hereby amended to read as fol-
lows: 82a-1310a. {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.

&) Upen request ef the ehairperson of the autherity; the
director shall transmit all available information neeessary to
determine whether or not to approve a eontract to purchase water
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emergeney exists:

Sec. 8. K.S.A. 82a-1311a is hereby amended to read as fol-
lows: 82a-1311a. (a) The date of receipt of each application
submitted pursuant to K.S.A. 82a-1310a shall be stamped thereon
and authenticated as directed by the director. Applicants shall
notify the director in writing that they wish to commence nego-
tiations 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 authority a copy of the proposed contract.

(b) Upon request of the chairperson of the authority, the
director shall transmit all available information necessary to
determine whether or not to dpprove a contract to purchase
water from the state’s conservation water supply.capacity or to
use surplus waters for minimum streamflow requirements, un-
less an emergency exists.

) (¢) In order to determine whether a proposed contract for
the sale of water from the state’s conservation water supply
capacity is in the interest of the people of the state of Kansas 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 all matters pertaining to such ques-
tions, including:

(1) The present and future water supply needs of the appli-
cant; '

(2) any current beneficial uses being made of the noncon-
tracted water proposed to be diverted,;

(3) any reasonably foreseeable future beneficial uses of the
water;

(4)  the economic, environmental, public health and welfare
and other benefits or adverse impact of approving the contract;

(5) alternative sources of water available to the applicant;

(6) the preliminary plan of design, construction and opera-
tion of any works or facilities used in conjunction with carrying
the water to its point of use;

(7) whether the proposed purchase is consistent with the
state water plan approved by the legislature;

Attachment 4

House Energy and Natural Resources
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MEMORANDUM

March 3, 1986

TO: House Energy and Natural Resources Committee
FROM: Kansas Legislative Research Department

RE: The State Water Marketing Program

Historical Background

The flood of 1951, followed by a drought period from 1952 through 195,
made Kansans aware of the feast and famine extremes of the state's water sup-
plies. These water problems of the 1950s led to a comprehensive study of Kan-
sas water resources, which was published in 1955 as, Water in Kansas. As a
result of the recommendations of the study, the Water Resources Board was cre-
ated. The Board, which had as its primary responsibility water planning, leg-
islation, and policy, was given the additional responsibilities for guiding
overall water development and coordinating water-related activities of state
and local interests.

In 1958, the citizens of Kansas approved an amendment to the state con-
stitution which permits the state to be a party to flood control works or
works for the conservation or development of the water resources of the state.
The amendment modified the prohibition against state involvement in internal
improvements. The Water Resources Board prepared a report for the 1961 Legis-
lature which dealt with means of implementing this 1958 amendment. In the
1961 report, the Board identified four objectives of water development: (1)
development of surface water supplies to meet growing needs; (2) continued
attention to rural and urban flood problems; (3) accelerated research,
particularly to the problems of evapotranspiration; and (4) development of
policies for areas of extensive groundwater use. The Board also recommended a
policy of state financial participation in conservation storage development,
and state assistance for certain flood control projects undertaken by public
corporations where the benefits extend beyond the district itself.

In 1958 the Federal Water Supply Act authorized the inclusion of future
water supply storage in federal reservoirs. Under the terms of the Act, up to
30 percent of the cost of federal multipurpose reservoir projects may be al-
located for future municipal and industrial water supply if a nonfederal en-
tity provides assurances that future use and repayment will be made. In this
case, repayment may be made over a period of up to 50 years or the life of the
reservoir and need not be made until water use is initiated. The nonfederal
obligation is interest free for up to ten years or until use is initiated,
whichever is the shortest period. Using the provisions of this Act, the
states may choose to recognize the repayment obligation in order to guarantee
that water supply storage is included in a project as it is developed and
therefore, be available when future demands required it.

Attachment 5

House Energy and Natural Resources 3/6/86
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Legislative Approval of State Participation

Legislative approval of state participation in water supply storage in
federal reservoirs was given with the adoption of 1961 H.C.R. 5 providing
assurances of repayment for water supply storage in five major federal reser-
voirs. The 1961 Legislature also directed the Legislative Council to under-
take a comprehensive study of means of implementing H.C.R. 5. 1In response to
a Legislative Council Budget Committee request for assistance, the Kansas
Water Resources Board prepared a report which was submitted to the Legislative
Council Budget Committee in September of 1962 and was subsequently printed by
the Council under the title of A Suggested Water Development Program for
Kansas.

The rationale for a water development program was presented by the
Board in that publication. The Board determined that a fundamental reason
for state participation is that government can accomplish that which is beyond
the economic or legal limitation of the individual. Long-range conservation
considerations provide a basis for governmental action. Government must be
concerned with the long-range picture when it comes to questions of resource
management. The individual is usually much less concerned with problems of
full site development or with the source, quantity, and quality of the water
supply in the distant future. Government and the individual can share a con-
cern over problems created by too much or too little water supply, but govern-
ment must view these problems as they affect the general welfare, while the
individual tends to weight primarily personal considerations.

It was recognized that Kansas requirements for water could be aided
greatly by the provisions of the federal Water Supply Act of 1958, which
authorized storage in the major reservoir projects being developed by the
Corps of Engineers and the Bureau of Reclamation, and subsequently, in the
smaller watershed reservoirs developed by local interests and the Soil Conser-
vation Service.

1963 and 1965 Acts

The 1963 Kansas Legislature enacted the State Water Plan (K.S.A. 82a-
901 et al.), which made provision for state financial assistance and
participation in water projects and directed the Kansas Water Resources Board
to formulate, adopt, and present to the 1965 Legislature a comprehensive State
Water Plan. The first phase of the plan was submitted to the 1965 Legislature
and became the State Water Plan (K.S.A. 82a-927 et al.).

Embodied in the 1963 and 1965 legislation (K.S.A. 82a-901 et al.) are
several important section dealing with administrative procedures for the state
to follow in assuming financial responsibility for water supply cost in
federally-constructed reservoirs. The Water Resources Board was given
authority to provide the federal government reasonable assurances regarding
the desirability of including storage for future water supply needs in federal
projects in K.S.A. 82a-933.

In addition, the Water Resources Board was given authority to enter
into agreements with the federal government for the repayment of future water
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supply. These agreements would be subject to legislative approval through the
appropriation processes.

Implementation of the provisions of the 1963 and 1965 acts led to (1)
providing assurance for future water supply in 14 reservoirs, five through the
1961 Legislature, eight by the Water Resources Board, and one by the Kansas
Water Office; (2) negotiation of agreements with the appropriate federal
agencies for repayment costs associated with assurances; and (3) consider-
ation of prices to be charged and revenue derived by the state from the sale
of water. The Kansas Legislature in 1961 provided assurances for the inclu-
sion of water storage in five reservoirs: Council Grove, Elk City, John
Redmond, Milford, and Perry. The 1965 Legislature granted the Water Resources
Board authority to provide assurances to the federal government of the need
for storage and for repayment of construction costs. The Board provided
repayment assurances on eight additional reservoirs: Marion, Clinton, Big
Hill, Hillsdale, Onaga™, Cedar Point, Towanda, and Douglass. The Kansas
Water Office added Fort Scott to the system. These eight reservoirs, along
with the original five were included in the State Water Plan. Currently,
there are nine reservoirs in the water supply storage program. (Douglas,
Cedar Point, and Towanda were taken out of the pricing formula in 1981.)

In 1971, the Kansas Resources Board undertook an analysis of alterna-
tive policies which would control the sale of water from the reservoir system.
The comments and views of interested parties were collected during this period
of time.

1973 State Water Plan Storage Act

In 1973, an interim committee of the Legislature studied guidelines for
the administration and sale of water from state-owned storage. The 1973 study
resulted in the introduction and passage of the State Water Plan Storage Act
(K.s.A. 82a-1301 et seq.) The 1973 interim study set forth the following
policies, which were embodied in the Act, for the management and sale of water
available from state controlled storage:

1. The state, through the Kansas Water Resources Board, acts as
wholesale and manager of water stored in state controlled stor-
age.

2. The State General Fund is the source of funding for the repay-
ment of the state obligations to the federal government.

3. All reservoirs for which the state has given assurances are to
be considered as a single system in determining costs and for
pricing water available for sale.

4. All purchasers of water are to be charged the same price regard-
less of the type of use for which water is purchases.

5. Water is sold at the reservoir in its "raw" state.

* Onaga was deleted from the State Water Plan in 1982.
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6. The rate per thousand gallons set out in a contract is sub ject
to review at least every ten years.

7. Costs, including interest, to be repaid to the federal govern—
ment for each reservoir are the basis for cost computations in
pricing water along with 5 percent interest return on money ad-
vanced from the general fund.

8. The latest federal cost figures are to be used in computing the
charge for water each year with the understanding they are sub-
ject to change.

9. The state will recover administrative costs incurred by the
Division of Water Resources for protecting water released to the
purchaser and the costs to the Water Resources Board. The
administrative cost is set at an arbitrary one-half cent per
1,000 gallons.

10. A minimum and maximum price for water sold from state storage is
set by statute, i.e., 5 to 10 cents per 1,000 gallons.

11. The Legislature reviews contracts entered into by the Board for
the sale of water from state controlled storage.

In 1973, the Legislature set forth the policy for pricing water which
was that the users of water from state controlled storage should bear the
state's repayment obligation, including the additional cost of interest at the
rate of 5 percent on moneys advanced from the general fund, i.e., any general
fund appropriations required to make up the difference between revenue and
costs in the early years before demand equals capacity.

The first contract negotiated under the Program was with Kansas Gas and
Electric Company for all the water from John Redmond Reservoir in 1976. Over

the next three years seven contracts were entered into with various entities.

1979 Special Committee Report

A 1979 Special Committee studied the Water Marketing Program under Pro-
posal No. 41 --State Water Plan and Water Marketing Policies. The Committee
noted that many questions had been raised about the marketing plan including
the following:

1. Should the state repay first costs during reservoir construction
to reduce the state's liability for repayment?

2. Should a portion of the state's costs be borne statewide rather
than by purchasers of water?

3. Should the price charged for water be computed on a different
basis?

4. Should purchasers of water pay interest on the general fund mon-
ies advanced by the state.
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5. Should all operation, maintenance, and replacement (O,M&R)
charges be repaid by purchasers of water?

6. Should purchasers be responsible for the payment of the state's
administrative expenses associated with marketing water from
state storage?

The Special Committee did not recommend any change in the method of
computing the annual price of water for sale from state controlled storage.
The Committee did recommend that the Legislature continue to review the
marketing program to determine whether program changes were appropriate.
(Incidentally, the Committee recommended that the Legislature consider
development of water supply in smaller structures.)

A minority report expressed disagreement with the majority decision re-
garding the marketing program. The minority suggested that an immediate
change in the pricing policy should be made. They noted that the existing
price for water imposed costs of present users for benefits that were not re~
ceived. (At that time the pricing policy allowed for inclusion of projected
costs for four reservoirs for which no funds had been appropriated.)

The 1979 Committee Report included the comment that the Legislature had
failed to provide direction to the Water Resources Board "on the question of
whether water available in state controlled storage should be aggressively
marketed or retained under state control until a need for the water arises."

1981 S.B. 95. During the 1981 Session, the Legislature passed S.B. 95
which would have amended the State Water Plan Storage Act. That bill proposed
the following changes in the contracting provisions for the sale of water from
state storage:
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1973 Law

1981 s.B. 95

Term of Contract
Price Range

Minimum Payment

Price Adjustment
Period

Prefunding

Deferred Payment

Price Components
per 1,000 gallons

Governor Carlin vetoed S.B.

Not less than 10 years nor
more than 40 years. Provi-
sions for short-term sale.

Not less than 5 cents per
1,000 gallons, nor more than
10 cents per 1,000 gallons.

The minimum charge of 50
percent of the total amount
of water contracted for.

The rate adjusted on every
10th anniversary.

The term of contracts could
begin on the date of execu-
tion of the contract or on
any date not later than two
years after execution of the
contract.

Capital costs 2.67¢
0&M 1.21
Admin. Costs .5
Interest on Moneys
Advanced from State
General Fund (5%) 1.77
6.15

No limit.

No limit.

The minimum charge is 50
percent of the total amount
of water contracted for; how-
ever, if the total amount
contracted for water not uti-
lized and paid for and
another user was willing to
contract for the water, the
contract amount could be ad-
justed on the 10th anniver-
sary and every 5th anniver-
sary thereafter.

The rate adjusted every 5th
anniversary.

Provision that total capital
costs could be paid in a
single lump sum.

Payment period could be de-
ferred 5 years or until use
commenced, whichever came
first, if use involved
issuance of bonds.

Capital costs 2.67¢

O&M 1.21

Admin. Costs .50

Interest on Moneys

Advanced from State

General Fund (8.25%) 3.26

Water Development

Surcharge 1.50
9.14¢

95 with the comment that the bill was

passed without the benefit of adequate study and review, and he vetoed it be-
cause the bill underwent major changes in conference committee in the final

days of the 1981 Session.

Kansas Water Office study the marketing program.

The Governor suggested that the newly-created



1983 S.B. 61

In Recommendations to the 1983 Kansas Legislature (January 18, 1983),
the Kansas Water Authority submitted to the Legislature proposed revisions to
the State Water Plan Storage Act and the supporting rationale for its
recommendations. The Senate Committee on Energy and Natural Resources intro-
duced the Authority's proposed changes to the Act as a Committee bill.

S.B. 61, as passed by the 1983 Legislature and signed by the Governor
made numerous changes in the State Water Plan Storage Act. Amendments to S.B.
61 provided that the Kansas Water Authority find that withdrawal and use of
state water be in the interest of the people of the state of Kansas. The
Authority authorizes the Director of the Water Office to enter into contracts
for the sale of water within or without the state from the state's conserva-
tion water supply capacity. In making a decision whether to approve a pro-
posed contract, the Authority is directed to make various public interest
determinations specified in the bill.

Provisions in the 1973 law for a 40-year maximum term for a contract, a
specified minimum and a maximum charge for water, and the adjustment of the
rate on the 10th anniversary of a contract and each subsequent 10th anniver-
sary were deleted. New provisions adjusted the rate annually, adjusted the
amount under contract on the 6th anniversary and annually thereafter if the
full amount is not paid for and another user is willing to contract for the
unused amount, established a charge on the unused amount under contract above
a 50 percent minimum charge, and deferred beginning of the payment for up to
three years if use of the water involves issuance of bonds for construction of
transmission or treatment facilities.

The Director of the Water Office was authorized to set the rate for
charges for water, subject to approval of the Authority. Components of the
rate include: (1) an amount necessary to repay the amortized capital costs of
the state's conservation water supply capacity; (2) an amount as interest on
moneys advanced from the State General Fund for the water supply capacity;
(3) an amount necessary to pay for the administration and enforcement of the
Act; (4) an amount necessary to repay the federal government for operation,
maintenance, and repair costs of the water supply capacity; (5) and 2.5 cents
per 1,000 gallons as a depreciation reserve cost to be used to acquire new and
develop existing conservation water supply capacity.

S.B. 61 directed the Director of the Water Office, subject to Authority
approval, to acquire or develop conservation storage water supply capacity im—
poundments specified in the State Water Plan. Moneys not required to repay
the cost of the system and expenses to administer and maintain it will be de-
posited in the State Conservation Water Supply Fund established by the bill.

An amendment to the Act allowed the submission of water contracts to
the Legislature up to the 30th calendar day of each session. The 1973 law
required that contracts be submitted on the first day of each session.

The price for water from the state's conservation water supply capacity
under S.B. 61 was computed at 11.58 cents per 1,000 gallons. Two contracts



were negotiated under the bill,
and were submitted to the Legislature.
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following its enactment in the 1983 Session,
Those contracts were not disapproved.

A comparison of certain provisions in the 1973 law and 1983 S.B. 61 are

as follows:

Contract Provisions

1973 Law

1983 S.B. 61

ae.

Term of Contract

Price Range

Minimum Payment

Price Adjustment
Period

Prefunding

Deferred Payment

Price Components
per 1,000 gallons

Not less than 10 years nor
more than 40 years. Provi-
sions for short-term sale.

Not less than 5 cents per
1,000 gallons, nor more than
10 cents per 1,000 gallons.

The minimum charge of 50
percent of the total amount
of water contracted for.

The rate was adjusted on
every 10th anniversary.

The term of contract could
begin on date of execution
of contract or on any date
not later than two years
after execution of contract.

Capital Costs 2.67¢
O&M 1.21
Admin. Costs .5

Interest on Moneys
Advanced from Gen-

eral Fund 1.77

Water Development
Surcharge =
6.15

Not less than 10 years unless
desired by the applicant.
Provisions for short-term
sale.

No limit; there was a 7.5
cent minimum in KWA recom—
mendation.

Minimum of 50 percent of the
total amount of water con-
tracted for, but an interest
penalty is assessed on the
amount not used under con-
tract.

The rate is adjusted annually
every July 1, effective on
January 1.

Payment can be deferred for
three years or until use
commences, whichever comes
first, if use of water in-
volves issuance of bonds.

Capital Costs 2.67¢
O&M 1.44
Admin. Costs .46

Interest on Moneys
Advanced from Gen-

eral Fund 4,51
Water Development Fund
Surcharge 2.5

11.58
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The following is an explanation of the pricing formula
S.B. 61.

Cost Components

a. Capital Costs
Total Repayments Costs for Life of the System ($140
million) divided by Total Estimated Requests for
Water over the Life of the System (5.23 trillion
Gallons or 16,035,218 acre feet)
(13,277,926 gallons sold in previous year)

b. Interest Rate on Moneys Advanced by the General Fund
(Pooled Money Investment Board rate 10Z X Net Amount of
Moneys Advanced from the General Fund divided by Amount
Used Under Contract = $5,989,140)

€. Administration and Enforcement Costs
(Actual costs, $61,372)

d. Operation and Maintenance Costs
(Actual costs, $191,284)

e. Development Surcharge

created by 1983

Per 1,000
Gallons

2.67¢

4.51¢

2.5¢
11.58

(Penalty of XZ (Pooled Money Investment Board rate) X Total Amount of Moneys
Advanced from the General Fund X % of the System under Contract that is

unused.)

In addition, S.B. 61 provided for a particular way of distributing the

receipts for each particular price component.

a. Capital costs To the General Fund to
Repay the Federal
Government

b. Interest Rate on Moneys Advanced by the

General Fund To the Conservation

Storage Water Supply
Fund

c. Administration and Enforcement Costs To the General Fund to
pay administration
costs

d. Operation and Maintenance Costs To the General Fund to
Repay the Federal
Government

e. Development Surcharge To the Conservation

Storage Water Supply

Fund
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1986 H.B. 2721

1986 H.B. 2721 amends the State Water Plan Storage Act to implement
certain recommendations contained in the State Water Plan. These include:
authorization to make Water Marketing Program sales on a graduated use basis;
requirement that the state have water purchase contract commitments prior to
acquiring additional water storage; requirement that Water Marketing Program
purchasers implement a water conservation plan; expansion of eligible uses of
the State Conservation Storage Water Supply Fund, also known as the Develop-
ment Fund; and provision that interest earned on Development Fund moneys be
credited to that fund rather than the State General Fund.

H.B. 2721 further amends the State Water Plan Storage Act by adjusting
the formula used to set rates for water sold under the State Water Marketing
Program and by altering the method of allocating water sale revenues between
the State General Fund and the State Conservation Storage Water Supply Fund.
Both changes would apply to all of calendar year 1986.

The amendments having fiscal implications include those relating to the
rate setting formula, the deposit of Water Marketing Program revenues and the
crediting of interest to the State Conservation Storage Water Supply Fund.

Proposed changes to the rate setting formula affect two of the five
components used in determining rates. The first would exclude certain inter-
est costs from calculations used in the component for amortized capital costs
associated with the state's conservation water supply capacity. Regarding the
component for interest owed on moneys borrowed from the State General Fund,
H.B. 2721 would authorize a credit for the amount of money paid in the preced-
ing year to the State Conservation Storage Water Supply Fund. The result in
calendar year 1986 would be to decrease -- from 16.36 cents to 14.3 cents per
1,000 gallons of water -- the rate charged pursuant to formula. The change
would affect the five purchasers in the Marketing Program who have the most
recent contracts.

H.B. 2721 also establishes the following priority ranking for use of
revenues derived from the sale of water under the Marketing Program:

1. Repayment of amortized capital costs associated with acquisition
of water supply capacity.

2. Payment of operation, maintenance, and repair costs.
3. Payment of state administration and enforcement costs.

4. Payment of interest on money borrowed from the State General
Fund.

5. Payments for depreciation reserve expenses.
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The effect of the prioritization is to satisfy State General Fund
claims on the proceeds before depositing any funds in the State Conservation
Water Supply Fund.

H.B. 2721 also allows interest earnings on moneys in the Conservation
Storage Water Supply Fund to be credited to that fund, rather than the State
General Fund.

The Kansas Water Office estimates that, with passage of H.B. 2721,
Water Marketing Program revenues would be $1,413,379 in FY 1987. Of that
amount, §1,339,906 would be deposited in the State General Fund and the
remainder in the State Conservation Storage Water Supply Fund. These amounts
compare to previous estimates related to the Governor's FY 1987 Budget Report
of $1,516,562 in total receipts and $1,253,742 in deposits to the State
General Fund.

In addition to recommending the changes in the marketing plan as pro-
posed in H.B. 2721, the Water Office recently elected to exercise certain
options contained in water purchase contracts with the Corps of Engineers.
These options permit the state to defer principal and interest payments on un-
used storage in Milford and Perry Reservoirs until the storage is committed
under the Water Marketing Program. The Office is proposing to exercise the
same option for the unused storage in Clinton, Big Hill, and Hillsdale.

C86-40.RP



Prepared by Kansas Water Office
for House Committee on Energy and Natural Resources

6 March 1986

Current Contracts

Volume
Frequency Under
of Price Contract

Purchaser 1986 Rate Review MGY
KS Gas & Electric 10¢ (10 yrs) 9,672
Lawrence 6.626 (5 yrs) 3,650
Baldwin 6.626 (5 yrs) 340
Dg. Co. RWD #1 6.626 (5 yrs) 50
Dg. Co. RWD #2 16.36¢ each year 50
Dg. Co. RWD #3 7.402 (10 yrs) 720
Dg. Co. RWD #4 6.626 (5 yrs) 72
Dg. Co. RWD #5 6.626 (5 yrs) 48
Dg. Co. RWD #6 7.402 (10 yrs) 25
Hillsboro 7.402 (10 yrs) 300
KP & L 7.402 (10 yrs) 7,300
Miami Co. RWD #2 7.402 (5 yrs) 239
Emporia 7.402 (5 yrs) 1,095
Iola 7.402 (5 yrs) 110
Marion 7.402 (5 yrs) 238
Coffeyville 7.402 (5 yrs) 1,900
PWWSD #5 7.402 (5 yrs) 87
Johnson Co. RWD #7 16.36 each year 110
PWWSD #4 16.36 each year 548
Spring Hill 16.36 each year 20
White Mem. Camp 16.36 each year 2

Attachment 6
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Estimate of Receipts Not Collected
Due to "Capped" Contracts for 19871.2

Current Law HB 2721
SGF Dev. Fund SGF Dev. Fund
Capital Costs ($87,899)s 0 (S 0 s 0
Operation & Maintenance (68,515) 0 0 0
Administration & Enforcement (19,385) 0 0 0
Interest on Advances from 0 (315,892) 0 (425,210)
State General Fund
Depreciation Reserve 0 (391,923) 0 (391,923)
Subtotal ($175,799) ($717,815) |S 0 ($817,133)
Total ($883,614) ($817,133)
Estimate of Receipts by Component for 1987% 2
Current Law HB 2721
SGF Dev. Fund SGF Dev. Fund
Capital Costs $349,460 S 0 1$410,752 § 0
Operation & Maintenance 272,393 0 340,625 0
Administration & Enforcement 77,067 0 96,753 0
Interest on Advances from 0 435,768 0 273,236
State General Fund
Depreciation Reserve 0 36,131 0 36,131
Subtotal $698,920 $471,899 |$848,130 $309,367
Total $1,170,819 $1,157,497

lpased on 13,287,470 million gallons per year of usage under
current contracts.

2Based on estimated rate of 12.28¢ under current law and 11.8¢
under HB 2721.
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Fiscal Note Bill No.
1986 Session
February 17, 1986

The Honorable Ron Fox, Chairperson :
Committee on Energy and Natural Resources
House of Representatives

Third Floor, Statehouse

Dear Representative Fox:

SUBJECT: Fiscal Note for House Bill No. 2721 by Committee
on - Energy and Natural Resources '

In accordance with K.S.A., 75- 3715a, the follow1ng fiscal

note concerning House Bill No. 2721 is respecefully submitted to
your commlttee.

House Bill No. 2721 amends the State Water Plan Storage Act
to implement certain recommendations contained in the State
Water Plan. These include: authorization to make Water -
Marketing Program sales on a graduated use basis; requirement

that the state have water purchase contract commitments prior to -

acquiring additional water storage; requirement that Water
Marketing Program purchasers implement a water conservation
plan; expansion of eligible uses of the State Conservation
Storage Water Supply Fund, also known as the Development Fund;

and provision that 1nterest earned on Development Fund moneys be

credited to that fund rather than the State General Fund

House Bill No. 2721 further amends the State Water Plan
~Storage Act by adjusting the formula used to set rates for water

sold under the State Water Marketing Program and by altering the

method of allocating water sale revenues between the State’
General Fund and the State Conservation Storage Water Supply
Fund. Both changes would apply to all of calendar year 1986

The.amendments having fiscal 1mp11cat10ns include those
relating to the rate setting formula, the deposit of Water
Marketing Program revenues and the crediting of 1nterest to the
State Conservation Storage Water Supply Fund. :

Proposed changes to the rate setting formula affect two of

the five components used in determining rates. The first would

exclude certain interest costs from calculations used in.the
component for amortized capital costs associated with the
state's conservation water supply capacity. Regarding the
component for interest owed on moneys borrowed from ‘the State



Fiscal Mote No. 512
House Bill No. 2721
Page Two

General Fund, House Bill No. 2721 would authorize a credit for
the amount of money paid in the preceding year to the State
Conservation Storage Water Supply Fund. The result in calendar
year 1986 would be to decrease -- from 16.36¢£ to 14.3¢ per 1, 000
gallons of water -- the rate charged pursuant to fornula. The
change would affect the five purchasers in the Marketing Progran
who have the most recent contracts.

House Bill No. 2721 also establishes the followxng prlOIltY
ranking for use of revenues derived from the sale of water under
the Marketing Program: 1) repayment of amortized capital costs
associated with acquisition of water supply capacity; 2) payment
oif operation, maintenance and repair costs; 3) payment of state
administration and enforcement costs; 4) payment of interest on
noney borrowed from the State General Fund; and 5) payments for
depreciation reserve expenses., The effect of the prioritization
is to satisfy State General Fund claims on the proceeds before
depositing any funds in the State Conservation Storage Water
Supply Fund. _

House Bill No. 2721 also allows interest earnings on noneys
in the Conservation Storage Water Supply Fund to be crodlted to
that fund, rather than the State General :und

The Kansas Water Office estimates that,: w1th passage of
House Bill No. 2721, water Marketing Program revenues would be.
$1,413,379 in FY 1987 Of that amount, $1,339,906 would be
depos1ted in the State General Fund and the remainder in the
State Conservation Storage Water Supply Fund. These amounts.
compare to previous estimates related to the Governor's FY 1987
‘Budget Report of $1,516,562 in total recelpts and $1,253,742 in
deposits to the State General Fund.

. The differences between the two sets of estimates can be
-attributed in part to the effects of House Bill No. 2721.
However, there has been an intervening factor that also has a
bearing on program revenues and their distribution. The Water
Office recently elected to exercise certain options contained in
water purchase contracts with the Corps of Engineers. These
.options permit the state to defer principal and interest
-payments on unused storage in Milford and Perry Reservoirs until
-the storage is committed under the Water Marketing Program.



Fiscal Note No. 512
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’

This will have inter-related effects on the rate setting fornula
and on the relative distribution of revenues between the State
General rund and the Development.Fund. These effects have been
incorporated into the revised estimates given above, but no
separate analysis has been done to isolate them from the effects )
of House Bill No. 2721

For FY 1887, the Kansas Water Office estimates that the
anount of interest to be credited to the State Conservation
Storage Water Supply Fund would be §80,309. There would be an
equivalent loss in receipts to the State General Fund

Adjustments affectlng the State General Fund are not
- included in the FY 1987 Governor's Budget Report.

. ) .': - R .
p Y4 :
g T

Gary L./ Stotts
Acting Director of the Budget

-
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NOTIFICATION OF COMMITTEE ACTION

DATE: March 6, 1986
COMMITTEE: HOUSE ENERGY AND NATURAL RESOURCES
BILL NTJMBER: House Bill 2782
COMMITTEE RECOMMENDATION: Be Passed

X Be Passed As Amended

Be Not Passed

BILL WILL BE CARRIED BY: Representative Acheson

CHAIRMAN: \; | —
1

COMMENTS :

* WHEN COMPLETED PLEASE SEND THIS FORM TO -
THE MAJORITY LEADER'S OFFICE - 381-U.



NOTIFICATION OF COMMITTEE ACTION

DATE: March 6, 1986
COMMITTEE: HOUSE ENERGY AND NATURAL RESOURCES
BILL NUMBER: House Bill 3078
COMMITTEE RECOMMENDATION: Be Passed

X Be Passed As Amended

Be Not Passed

BILL WILL BE CARRIED BY: Representative Spaniol

CHAIRMAN:

COMMENTS :

* WHEN COMPLETED PLEASE SEND THIS FORM TO -
THE MAJORITY LEADER'S OFFICE - 381-W.



NOTIFICATION OF COMMITTEE ACTION

DATE: March 6, 1986

COMMITTEE: ENERGY AND NATURAL RESOURCES
BILI. NVJMBER: Substitute House Bill 2703
COMMITTEE RECOMMENDATION: Be Passed

e

Be Passed As Amended

—————

Be Not Passed

INTRODUCE AND PASS

BILL WILL BE CARRIED BY: Representative Patrick
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COMMENTS :

* WHEN COMPLETED PLEASE SEND THIS FORM TO -
THE MAJORITY LEADER'S OFFICE - 381-W.



NOTIFICATION OF COMMITTEE ACTION

DATE: March 6, 1986
COMMITTEE: HOUSE ENERGY AND NATURAL RESOURCES
BILL NUMBER: House Bill 2721
COMMITTEE RECOMMENDATION: Be Passed

X Be Passed As Amended

Be Not Passed

BILL WILL BE CARRIED BY: Representative Kent Ott
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COMMENTS :

* WHEN COMPLETED PLEASE SEND THIS FORM TO -
THE_MAJORITY LEADER'S OFFICE - 381-W.





