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MINUTES OF THE __ SENATE OMMITTEE ON _ TRANSPORTATION AND UTILITIES

Sen. Bill Morris
Chairperson

The meeting was called to order by at

_9:07 a.M.XH. On April 7 1987 in room _254-E _ of the Capitol.

All members were present except:

Sen. Hoferer and Sen. Vidricksen.

Committee staff present:

Hank Avila, Legislative Research Department
Ben Barrett, Legislative Research Department
Bruce Kinzie, Revisor of Statutes

Louise Cunningham, Committee Secretary

Conferees appearing before the committee:

John Lamb, Director, Alcoholic Beverage Control Division

Frances Kastner, Kansas Food Dealers' Association

Ken Bahr, Kansas Retail Ligquor Dealers'Association

John Myers, Kansas Concerned Merchants for Beer

Harley Duncan, Secretary, Department of Revenue

T.L. Green, General Counsel, Mid-States Port Authority

Chris Wilson, Director of Governmental Relations, Kansas Grain and Feed
Dealers Association

Ed DeSoignie, Department of Transportation

Hearing and consideration on S.B. 404 - Unlawful use of driver's
license on state I.D. card.

John Lamb, Director, Alcoholic Beverage Control Division, said this
bill was an effort to remedy the growing problem of the use of fake ID's
by minors. ABC supports a stiffer minimum penalty which would be stronger
than the current fine of as low as $1. The bill would impose a minimum
penalty of 48 hours imprisonment or 40 hours of public service and a $250
fine. This would apply to those lending and does not pertain to those
using the ID's. He spoke of the recent car-train accident in Lawrence in
which four teenagers were killed. He said two of them had fake ID's and
at least one of them was intoxicated. A copy of his statement is attached

which contains a suggested amendment for stiffer penalties. (Att. 1).

Frances Kastner, Kansas Food Dealer's Association, Inc., said they
support this bill and would like to see this practice punished rather
than just permitting officials to overlook this flagrant violation of the
law. A copy of her statement is attached. (Att. 2).

Ken Bahr, KRLDA, said he agrees with the statements made by Frances
Kastner and they also strongly support this bill.

John Myers, Kansas Concerned Merchants for Beer, said they support
S.B. 404.

A motion was made by Sen. Havden and was seconded by Sen. Martin to
adopt the suggested amendment made by Director John Lamb. Motion carried.
A motion was made by Sen. Doven and was seconded by Sen. Francisco to
recommend S.B. 404 as amended favorably for passage.

The Committee discussed this and some felt the penalty was too strong
and that penalties should remain uniform. It is the judges' fault if the
penalty is not severe enough.

The motion did not carry.

Hearing and action on H.B. 2572 - Drivers; licenses, nonresident drivers in
state.

Secretary Duncan said this bill was introduced in response to a "Safety

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

2
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Recommendation" of the National Transportation Safety Board. It requested
that Kansas "take the actions necessary to abelish the requirement in

yvour State that a non-resident driver who is employed by a resident of the
State obtain a driver license issued by the State.'" In interests of
safety, regulation and uniformity it is desirable that each driver hold
only one license at a time and the license be issued by the driver's

state of residence. A copy of his statement is attached. (Att. 3).

A motion was made by Sen. Hayvden and was seconded by Sen. Frev to
recommend H.B. 2572, as amended by House Committee, favorably for passage.
Motion carried.

Hearing and action on H.B. 2465 - Port authorities, powers and duties.

T.L,. Green, General Counsel for Mid-States Port Authority, spoke in
favor of the bill and referred to a letter which he had mailed to members
of the Senate explaining the bill. This letter was dated April 3, 1987
(Att. 4). Also sent to members were sections of the statute repealed.
(Att. 5). Mr. Green said the most important change would clear up the

contradiction between the Authority's statute and the Tort Claims Act.

This would give immunity to Board of Directors from discretionary
functions. It would not exempt them from the operation of the railroad
itself. The second important change would allow them to negotiate for the
sale of certain real estate.

Chris Wilson, Director of Governmental Relations, Kansas Grain and
Feed Dealers Association, spoke in support of the bill and said this would
prevent a situation which occurred in Iowa where land under grain warehouses
was sold to a third party without the grain firms having the opportunity
to negotiate or increase their bids. A copy of her statement is attached.

(Att. 6).

Ed DeSoignie, KDOT, said they reviewed this bill and had no objections
to it. This would not jeopardize any federal funds and it would strengthen
the Port Authority.

A motion was made by Sen. Doyven and was seconded by Sen. Norvell to
recommend H.B. 2465 favorably for passage.

A substitute motion was made by Sen. Francisco to amend H.B. 2465
by reinserting the stricken words in lines 130 and 131. Motion was seconded
by Sen. Frey. Motion did not carry.

The Committee reverted back to the original motion to pass the bill
and the motion carried.

On a motion from Sen. Havden and a second from Sen. Thiessen the
Minutes of March 26, 27, 30 and April 2 were approved. Motion carried.

Meeting was adjourned at 10:00 a.m.
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MEMORANDUM

TO: Senator Bill Morris

Chairman, Senate Transportation Committee
FROM: John Lamb

Director, Alcoholic Beverage Control Division
DATE: April 1, 1987
SUBJECT: Senate Bill 404

The Alcoholic Beverage Control supports efforts to remedy - the growing
problem of the use of fake identification by minors. Currently the mini-
mum penalty for using a false ID is a fine of $l1. The ABC would support
a stiffer minimum penalty to combat this serious problemn.

Senate Bill 404 would apply a minimum penalty of 48 hours imprisonment,
or 40 hours of public service and a $250 fine jbut the penalty would
apply only to those lending fake ID's and doedVpertain to actual users
of fake ID's. The ABC, therefore, respectively submits the following
amendment :

Section 1, subsection 3(d): Violation of any provision of -subsectien-ter
this section is a misdemeanor punishable by: (1) Imprisonment for not
less than 48 consecutive hours nor more than one year or, in the court's
discretion, 40 hours of public service; and (2) a fine of not less than
$250 nor more than $1000. The person convicted must serve either at
least 48 consecutive hours imprisonment or 40 hours of public service
and pay at least $250 and court costs before or as a condition of any
grant of probation, suspension or reduction of sentence or parole.

Section 2, subsection 3(d): Same language as above.

ATT. 1
T&U 4/7/87



= Kansas Food Dealers’ Association, Inc.

OFFICERS

PRESIDENT
LEONARD McKENZIE
Overland Park

VICE-PRESIDENT
MIKE DONELAN
Colby

TREASURER
SKIP KLEIER
Carbondale
CHAIRMAN OF THE BOARD
CHUCK MALLORY
Topeka
BOARD OF DIRECTORS

BOB BAYOUTH
Wichita

MIKE BRAXMEYER
Atwood

DONALD CALL
Cedar Vale

JOE ENSLINGER
Wichita

TOM FLOURISH
Fredonia

ROY FRIESEN
Syracuse

STAN HAYES
Manhattan

DELL KLEMA
Russel}

BOB MACE
Topeka

JOHN McKEEVER
Louisburg

J.R. WAYMIRE
t_eavenworth

BiLL WEST
Abiltene

LEROY WHEELER
Winfieid

JOE WHITE
Kingman

DIRECTOR OF
GOVERNMENTAL AFFAIRS

FRANCES KASTNER

: 2809 WEST 47th STREET

SHAWNEE MISSION, KANSAS 66205
PHONE: (913) 384-3838

March 31, 1987

EXECUTIVE DIRECTOR

JIM SHEEHAN
Shawnee Mission

SUPPORTING SB 404

I am Prances Kastner, Director of Governmental
Affairs for the Kansas Food Dealers Assocation. Our
membership consists of wholesalers, distributors and
retailers of food products throughout the State.

The KFDA has always supported 1eg1s1atlon which
is designed to reduce or eliminate the use of fake
identification cards by minors for any illegal

purpose.

We support SB 404 which hopefully will send a
strong message to both the user of the fake ID and
those who provide or 1lend the fake ID to the minor
that this practice will be punished rather than just
permitting officials to overlook this flagrant
violation of the laws.

We commend this legislature for introducing SB
404 and we ask you to favorably recommend this bill.

Thank you for the opportunity of presenting the
views of the KFDA on this matter. I will be happy to
answer any questions you may have.

Frances Kastner, Director

Governmental Affairs, KFDA
ATT. 2
T&U 4/7/87



KANSAS DEPARTMENT OF REVENUE
Office of the Secretary
State Office Building - Topeka, Kansas 66612-1588

MEMORANDUM

To: The Honorable Bill Morris, Chairman
Senate Committee on Transportation and Utilities

From: Harley T. Duncan
Secretary of Reve

7/

Date:  April 5, 1687

Re: Testimony - House Bill 2572

House Bill 2572 is requested by the Department of Revenue in response to a
"Safety Recommendation" of the National Transportation Safety Board.

Kansas law currently requires that a non-resident commercial driver,

employed by a Kansas company, procure a Kansas license. The National
Safety Board requests that Kansas

"Take the actions necessary to abolish the requirement in your
State that a non-resident driver who is employed by a resident of
the State obtain a driver license issued by the State."

The National Transportation Safety Board is seeking, through this proposal,
to promote the "one license concept" and to eliminate the concern that
commercial drivers hold driver licenses from several states. The ability to
secure several licenses makes it difficult to review the driver's complete
driving history by any single state.

In the interests of safety, regulation and uniformity, it is desirable that each
driver hold only one license at a time, and the license be issued by the
driver's state of residence. Multiple licenses enable a driver to spread traffic
convictions among two or more states. ‘

Requiring non-resident drivers employed in Kansas to have a Kansas license
is in direct contradiction to the one license principle. Therefore the
Department of Revenue encourages the passage of House Bill 2572.

The House amendment eliminates a situation: wherein a 16-year old
nonresident could drive a school bus in Kansas (if allowed to do so in the
state of residence) while a 16-year old Kansan would have to have the
application approved by a majority of the school board. With the
amendment, the nonresident will have to meet the same qualification.

General Information (913) 296-3909
Office of the Secretary (913) 296-3041 - Legal Services Bureau (913) 296-2381 ATT . 3
Audit Services Bureau (913) 296-7719 - Planning & Rman:h Services Bureau (913) 296-3081 4/ ,7 / 8 ,7
Administrative Services Bureau (913) 296-2331 - Personnel Services Bureau (913) 296-3077



Mid States Port Authority

MeDill “Hudk™ Bovd. Chairman

Ray Nelson, Vice Chairman

John Golden, Secretary

Rithard Spencer. Treasurer

April 3, 1987
BOARD MEMBERS

Dosvie Rahjes
Warren Reid
Harriet Shatzell
Dennis Sweat

R A True

Vernon X endeiken
Dwain Compton

Ray Fitis Senator Bill Morris
(ars romo Room 143-N Capitol Building
Don Hewitt Topeka, Kansas 66612

William X Kaumans
Mark € Morgan
Marion Patton

Pete Pran RE: House Bill 2465

Darrel Westerveh

Jerry Link. Asdistant Vreasurer
T. L Green, General Counsel

Dear Senator Morris;

On Monday, April &6, 1987 the Senate Transportation

Committee will conduct hearings on House Bill 2465. As General
Counsel to the Mid States Port Authority I would urge you to
support House Bill 2465. The Board of Directors, at their

February meeting, voted to seek the adoption of all those
changes necessary to allow the Authority to operate
economically and take advantage of any opportunity for economic
development in those counties through which its railroad runs.
House Bill 2465 is the result of the Authority's review of its
statute. I will attempt to explain each of the amendments
which are being requested by the Authority.

The most urgent and important change contained in House
Bill 2465 is that which clears up the contradiction between the
Authority's statute and the Tort Claims Act.

The Sedgwick County District Court recently ruled that
the Tort Claims Act does not apply to the Authority. Though
the Authority disagrees and has appealed that decision the
language relied upon by the district court is that phrase which
the Authority has requested be removed at lines 130 and 131. A
reading of the Tort Claims Act makes it clear that the
Authority was within the definition of "Governmental entity."
Governmental entity is defined as a state or municipality and
municipality is defined as "any county . . . or any agency,
authority, institution or other instrumentality thereof.” The
problem arises when considering that the Tort Claims Act was
adopted about ten years after the adoption of the Port
Authority Act. The Authority has 1little doubt that it was
intended to be included in the Tort Claims Act. The language

referred to above creates a contradiction. The additions and

deletions in lines 125 through 131 would remove the

contradiction. :
ATT. 4

4/7/87



House Bill 2465
Page 2
April 3, 1987

You, being an elected official, can understand the
importance of the protections provided by the Tort Claims Act.
The Board of Directors of the Authority are appointed by the

several counties which make up the Authority. They serve
without pay and provide an essential government function, as
the Port Authority Statute recites. The real protection

afforded by the application of the Tort Claims Act to the
Authority is that afforded for those decisions made at Board
meetings as part of the discretionary functioning of the
Authority. As the Authority leased its property to entities
not subject to the protection of the Tort Claims Act, the
problem of an employee or third party being denied recovery for
a8 casualty loss does not arise. There is insurance to cover
any such loss. There is not insurance covering the Authority
for acts of its officers and directors, attempts to purchase
this type of insurance have been unsuccessful for the simple

reason that no company would write this type of coverage for
the Board of Directors.

Another of the main changes sought by the Authority is
that dealing with the ability to negotiate private sales of its
real estate. The Authority currently has the power to sell any
of its property and has had this power since its creation
(K.S.A. 12-3406(a & j). If the Authority were to sell any of
its property to a "city, county, agency or corporation having
the power of eminent domain" it could negotiate the sale
(K.S.A. 12-3412). K.S.A. 12-3412 currently requires that any
other sale of Authority property be done through a public
bidding process. It is only the restriction requiring the bid
process that the Authority is seeking to eliminate.

The reasons for seeking this particular change are many.
The first among those is a commitment the Authority made to
many of the shippers along the railroad concerning protection
from the type of predatory practice similarly situated shippers
faced in Iowa from the Rock Island Trustee. That practice was
to sell the real estate underlying the shipper's improvements
to land speculators who raised the rents and extorted huge sums
for the purchase of the property. Under the Authority's
current statute it would have had to put the 1land underlying
the multi-million dollar improvements of approximately 140
shippers on the public auction block. Not a situation the
Authority or the shipper wanted to create. Legislation first
seeking these changes was introduced in the 1985 session. It

was passed by the Senate in the 1986 session but not acted on
by the House,



House Bill 2465
Page 3
April 3, 1987

In the meantime the Authority had to develope a lease
program to manage the 1leases to shippers. The phrase
"ancillary property" was coined to describe that property not
used specifically for railroad purposes and therefore subject
to lease. A lease was written which guaranteed an initial five
year term and three renewal options at a fixed increased rate.
This form of lease allows a shipper to lock up his property for
twenty years at a known price for each of those years. As
additional protection the 1lease includes a first right of
refusal clause, which all but eliminates the ability to sell
the property to a third party. However, many of the shippers
would 1like the opportunity, at the end of their leases, to
acquire the property. Thus, the need for this change for this
reason 1is not as urgent as it has been in the past; but still
needed to give effect to the Authority leases and commitments.

There 1is, however, a current urgent need to allow the
Authority to negotiate the sale of property. Since the interim
committee meet two groups have approached the' Authority
concerning acquisition of o0ld depots for community and economic
development purposes. The chamber and economic development
committee in Clay Center have a proposal being developed to
acquire the o0ld depot and reconstruct it for office use. The
historical society in Fairbury, Nebraska, is proposing to
acquire the depot their for a museum. Neither of these depots
are being used by the railroads 1leasing the lines and are
deteriorating rapidly. These structures as they currently
exist constitute a 1liability problem. Both of these groups
plan to expend substantial amounts of money in reconstruction.
Each prefer to purchase the property. However, to sell a depot
a public bid would not mean these groups would be the buyer,
nor that the Authority would approve of the use such a bidder
might put the property to.

In addition to these two instances there have already
been numerous lost opportunities for 1location of additional
shippers .or industries along the right-of-way for the reason
that the Authority could not enter into negotiations for the
sale of land to a private party. Several current shippers have
locate improvements to their facilities off the right-of-way

for the same reason. This enhances the possibility that that
shipper may move its commodity by means other than the
railroad. For economic development reasons the Authority must

have the flexibility to negotiate sales.

There are numerous safe guards inherent in the method the
Authority would use in negotiating sales as well as checks and
approvals of other agencies. The Authority has created a lease
committee which reviews and approves all leases and would be in
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charge of negotiating any sales. Once a sale has been
negotiated the full Board of Directors would review and approve
it. At the same time the operating railroad would review and
approve the sale. Once these steps have been completed the

transaction, with all the supporting reasons and documents,
would be sent to the Federal Railroad Administration for a
release of the mortgage on the property to be sold. The money
from any sale would be deposited in the trust fund established
for the repayment of the Federal obligations. Thus not
available for general Authority operations.

The house added additional safeguards to the statute.
The House amendments require an independent appraisal, a sale
for no less than the appraised value and any current lessee has
the right of first refusal. These amendments comport with
procedures the Authority would require in any sale.

Whether the Authority should be allowed to negotiate
private sales was the focus of the interim committee. Attached
is a copy of that report. As the report reflects there was no

opposition to allowing this method of sale. Unfortunately, I
was not able to attend the 1last meeting of the interim
committee. If I had been present I am sure that I could have

resolved the problems the committee had and hope to be able to
do so at the hearing on House Bill 2465.

A good number of the other changes made in House Bill
2465 are to remove that language which was inserted during the
1981 session for the benefit of the Kansas City, Kansas, Port
Authority. The 1981 changes were made to specifically allow
the construction of a one-hundred million dollar General Motors
plant. As I have previously explained the plant was never
built and the Kansas City, Kansas, Port Authority has been
disbanded. There is therefore no longer any need for much of
the language which is been removed.

Chief among the deletions sought in House Bill 2465 are
sections 3415a and 3415b. These two provisions provide for
payment in 1lieu of taxes where a bond issue is used to
construct an industrial-use facility. (These provisions are
attached). Those who were here in 1981 will recall the outcry
of the many taxing districts in Wyandotte County when they
learned a General Motors plant might be exempt from taxation.
Thus, the stimulus for the addition of these two provisions to
the statute. This language was inserted specifically for
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Kansas City and duplicates, in principal, that provision found
in section 3413 which provides

" If there remains, at the end of any calendar year,
any surplus of such funds after providing for the
above uses and reserves therefore, the board of
directors may pay such surplus into the general
funds of the political subdivisions creating and
comprising the port authority in proportion to their
taxable tangible property valuation as adjusted by
the assessment ratio of the state."

To allow these provisions to remain in the Authority's statute
serves no practical purpose, while leaving the impression that
the Authority must make some form of payment in lieu of taxes.
One of the benefits which attracted a railroad to Kansas and
the Authority's property was the tax exempt status of the
Authority's property.

Currently the Authority has one outstanding bond issue.
That issue is secured solely by property in Clay County. (This
was done to minimize the approvals required for issuance.)
Applying the above payment in lieu of taxes provisions to the
Authority's current bond issue would provide only for Clay
County to receive payments. This would not be an acceptable
condition for the other twelve counties which comprise the
Authority. The other language quoted above allows any such

payments to be made to all the counties which comprise the
Authority.

Another significant deletion from the existing statute is
section 3410 (copy attached). Part of this section has been in
the statute book since 1969 when the act was originally
passed. However, an exception was added in 1981 for
industrial-use facilities (GM plant) and railroad facilities
(MSPA) . The section should have been deleted then. It makes
little sense to enter into protracted negotiation with a
potential rail operator or business to construct a facility
when that carrier or business knows that its competitor can
request a bidding process for the operation of the intended
facility and undercut it because it has no development costs.

Additionally, the way section 3410 <currently reads, the
Authority would not want to amend its official plan for fear
that somebody might attempt to impose the bidding process on
facilities which are already under lease. This section serves
no useful purpose I can conceive, except perhaps the future
employment of attorneys to litigate its meaning and application.
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In reviewing the Authority's statute it became obvious
that a problem existed concerning the provisions which required
approval of the counties which "created" the Authority. Since
its creation one county (Wabaunsee) has withdrawn. Thus,
current language would require the Authority, in some
instances, to seek Wabaunsee county's approval for some
actions. The House amendments take care of this problem by
generally substituting the word "comprise" for "created."

The following is a brief page-by-page description of each
change requested by the Authority.

Page one, lines 43-44: Revisor's correction.

Pages two and three, 1lines 83-88: This 1is language
adopted in 1981 for Kansas City. It no longer has any
relationship to any Authority.

Page four, 1lines 122-123: The preceding language "land
surveyed or examined for port locations," is not clear as
applied to the Authority. Several Board members are
shippers and actually have leases with the Authority.
This language permits the Authority's current practice
without being concerned with what the preceding language
means.

Page four, lines 125-131: This deletion removes language
which has recently been used in court to suggest the
Authority is not covered under the Tort Claims Act. The
addition specifically references the Tort Claims Act to
clarify any confusion which may have existed.

Pages five and six, lines 194-198: Partially revisor's
corrections,. The Authority elects a Chairman,
Vice-Chairman, Secretary and Treasurer from its
membership. In its rules and regulations the Authority
has created two special officer positions which are paid
and appointed by the Board of Directors. These changes

conform the statute to the practical method adopted by
the Authority.

Page six, 1lines 227-228: This reference 1is to that
section of the act which defines "area of jurisdiction.”
This addition establishes that there 1is just one
definition of the jurisdiction of the Authority. (The
language "within the area of its jurisdiction" could be
deleted with the same result.)
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Page 9, line 315: By adding the word "convey" it removes
the necessity of calling every document of conveyance a
lease or a contract for sale. It further emphasizes the
Authority's power to transfer property.

Page 10, 1lines 358-373: Deleting 1language from 1981
session for the Kansas City Port Authority.

Page 10, 1lines 375-376: Removes 1language inserted in
1981 session for the Kansas City Port Authority.

Page 11, lines 381 and 385-389: deletes those provisions
requiring that sale of land be bid.

Page 11, 1lines 383-384: Requires publication in the
Kansas Register of all bids to be taken on contract
items. This conforms to three years of practice and
avoids the more onerous publication provisions found
elsewhere.

Pages 11, lines 389-393: Provides an exception to the

acceptance of the low bid requirement on contract items.
Current Federal gquidelines, as they have been explained
to the author, requires this on certain projects where
definite goals of DBE participation has been established.

Page 11, lines 402-414: Specifically allows the
negotiation of sale of property and deletes language
which them becomes duplicitous :

Page 12. lines 419-420: Removes a reference to a section
which will be repealed.

Page 12, Section 10: These changes remove the bonding
requirement of the secretary and requires the treasurer
and his assistant be bonded. The secretary to the

Authority keeps no funds of the Authority nor does he
have responsibilities which would require a surety.

Page 13, lines 467-473: The problem with this 1language
was that it did not contemplate a multi-county authority
which had property running through several dozen cities
and counties. If the Authority were to 1issue bonds
secured by the entire railroad it would take the approval
of all the cities and counties through which the railroad
runs. This change would require the thirteen counties
which make up the Authority to approve any bond issue.
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Page 13, lines 477-478: Use of seals is an antiquated
practice that only causes problems at the time of
execution of bonds and agreements. The Authority has one
but nobody seems to know for sure where it is.

Page 14, 1lines 519-538: This 1is another deletion of
language inserted in 1981 for the sole benefit of Kansas
City Port Authority.

Page 15, 1lines 549-556: Another deletion of 1981
language.

Page 16, lines 569-573: Same correction as made a page
13. Same amendment needs to be made.

The Authority appreciates your patience in reading this and
studying this matter. If you have any suggestions for
additional amendments, questions or problems with House Bill
2465, please call me at 273-0727. If I can be of assistance to
you in any other way please do not hesitate to call.

The Authority urges the amendment and favorable passage
to the House of House Bill 2465.

Sincerely,

T. L. Green



SECTIONS OF STATUTE REPEALED

K.S.A. 12-3410
K.S.A. 12-3415a
K.S.A. 12-3412b

ATT. 5
T&U 4/7/87



1£-d315a. Same; filing with board of
tax appeals, required; payments in lieu of
taxes excluded from valuation for school
finance. (a) Whenever a city or county ap-
proves the issuance of revenue bonds re-
quested by a port authority for the purpose
of paying all or any part of the cost of fi.
nancing an industrial-use facility, such city
or county shall file a timelv statement wit
the board of tax appeals containing the same
information with respect to such proposed
issuance as is required in K.S.A. 12-17444
and amendments thereto.

(b) The county appraiser shall compute
the assessed valuation for all properties for
which pavments in licu of taxes are received
under the provisions of K.S.A. 12-340] et
seq, and amendments thereto, in the manner
prescribed for the computation of valuation
for property for which pavments in lieu of
taxes are paid under the provisions of K.S.A.
12-1742 and amendments thereto, but shall
not include such amount in the computation
of the adjusted valuation of school districts
under the provisions of K.S.A T2-7040, and
amendments thereto, The county appraiser
shall compute such assessed valuation for
all properties for which payments in lieu of
taxes are received pursuant to agreements
entered into both prior to and following the
effective date of t‘u’s act.



12-3418b. Same; lcases and lease-
purchase agreements; payments in licu of
taxes, distribution. Lcases and lcase-
purchase agreements between a port author-
ity and the user of its facilities may provide
for payvment in licu of taxes to the port au-
thority. Payments in licu of taxes .\']mll in-
clude all fees or charges paid for services
normally and custamarily paid from the
proceeds of general property tax levies, ex- -
cept for extraordinary services provided for
a facility or an extraordinary level of services
required by a facility. Any such payment
shall immediately upon receipt of same be
transmitted by the port avthority to the
county treasurer or treasurers of the county
or counties in which the facility is located.
Each county treasurer shall apportion such
pavmend among the taxing subdivisions of
this state in which the facility is located. The
payvment in licu of taxes shall be divided by
the county treasurer among such taxing
subdivisions in the same proportion as the
amount of the total tax rate mill levy of cach
individual taxing subdivicion bears to the
aggregate of such levies of all the taxing
subdivisions among which the division is to
be made. The county treasurer shall pay
such amounts over to the said taxing sub-
divisions at the same time or times as their
r}cgu]ar operating tax rate mill levy is paid to
them.




12-3110. Same, participation of private
enlerprise; bids for facilities; exception for
industrial-use or railroad facility, The port
authority (hall foster and encoura e the
participation of private enterprise in the de-
velopment of the port facilities to the fullest
eMentit deems practicable in the interest of
limiting the necessity of construction and
aperation of such facilities by the port au-
thority. For (his prrpose the port authority
shall upon a writlen request by any person,
partnership, or corporation, filed with the
seeretary of the hoard of directors within 30
days followin the journalization of the
order of the a option of a plan as provided
in K.S.A. 12:3507 and 12-3408, :m(’ amend-
ments thereto, submit g proposal to provide,
operate, and maintain any Excilit_\' included
in such plan, by publication of any invita-
tion for {)ids therefor bhased upon specifica-
Hons prepared for and approved by the
hoard of directors,

Except where the facility is determined to
he an industrial-uge facility or a railroad
facility, the board of directors shall accept
the low bid of the person, artnership, or
Corparation 1o construct ams operate such
acility or facilitios in accordance with s
official plan.
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RE:  PROPOSAL NO. 34 -~ MID-STATES PORT
AUTHORITY POWERS

Proposal No. 34 directs the Committee to study the
statutory provision applicable to the Mid-States Port

Authority relating to acquisition and disposition of
property.

Background

Creation of the Mid-States Port Authority, The
statutes pertaining to a port authority can be found in
K.S.A. 12-3401 et seq. A port duthority is a quasi-
municipal corporation. [t may levy taxes, but only
after an affirmative vote of the electorate within its
jurisdictional boundaries. Joint port authorities may
be created by cooperative agreement of the governing
bodies of any cities or counties. The jurisdiction of a
joint port authority is all of the territory of the

counties or cities creating it, and any property outside
which is conveyed to it.

The original enactment of the Port Authority Act in
1969 was primarily intended to allow cities and counties
broad authority to deal with local transportation prob-
lems. The legislative history of the Act indicates that
the primary intent was to allow cities and counties to
take advantage of available federal funding to improve
local airport and waterport facilities.

During the last decade a major economic problem in
Kansas, as well as elsewhere, has been the decline and
discontinuance of rajl service. While many facets of
the economy have been affected by this, it has had an
especially significant impact on the agriculture indus-
try which already was experiencing very difficult times,
At the time of the 1980 Legislative Session, concern
Ccentered around the Rock Island Railroad bankruptcy.
The Rock Island had been ordered liquidated by the bank-
ruptcy court. Although the Federal Railroad Administra-
tion had required railroads interested in acquiring any




segment of the Rock Island to declare their intentions,
no railroad had expressed an interest in acquiring large
segments of the Rock Island in Kansas, As a
consequence, the 1980 Legislature amended the Port
Authority Act to include ratlroads, so as to allow
cities and counties a means to aid themselves in main-
taining essential rai) service, Amendments made it
clear that the Legislature intended the use of the Act
to include railroad facilities, such as stations, sig-
ings, tracks, switches, and other railroad facilities.
The amendments also enabled a port authority to acquire
portions of the Rock Island Railroad, so long as the
acquisition was consistent with the declared purposes of
the port authority, i.e., promote general welfare and
economic development of cities and counties,

Pursuant to the 1980 enabling legislation, the Mid-
States Port Authority (MSPA) was formed on May 29, 1980,
by a joint cooperative agreement of the counties of
Clay, Cloud, Decatur, Jewell, Norton, Phillips,

Republic, Riley, Sheridan, Sherman, Smith, Thomas,
Wabaunsee, and Washington,

MSPA Financing. The Kansas Department of Transpor-
tation (KDOT) Thas responsibilities under state Taw
relating to development of railroad facilities within
the state. In this respect, in order to provide rail-
road service to northwest Kansas, KDOT developed a pro-
gram for the acquisition and rehabilitation of railroad
1ines formerly operated by the Rock Island Railroad.

In a letter dated April 27, 1984, Mr. John Kemp,
Secretary, KDOT, requested State Finance Council action
to approve the expenditure of federal funds for the pur-
pose of acquiring and rehabilitating railroad facilities
in northern Kansas. K0OT requested approval from the
State finance Council in order to provide to the MSPA
$18.0 million in federal funds for rehabilitation of
railroad facilities. On May 10, 1984, the State Finance

Council approved the expenditures to MSPA for such
acquisition,
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As a resylt of thisg action, the MSPA ha
into a financing agreement with the Federal Ra

Administration,
federal financial assistance, the state of Kansas
to reimburse the Federal Railr
cent of any amounts in default as defin
guarantee. Kyle Railways, Inc., also

an agreement to guarantee certain obl
Authority,

ed by the Kansas
has entered into
fgations of -the

As part of the dgreement, the MSPA has issued $1.0
million in railroad fFacilitieg revenue bonds,

The agreement provides that the MSPA use $12.0 mil-
lion of 1loan funds and the

bond issue to purchase certain rail properties, The
balance of $6.0 million in loan funds, and grants from

Kansas and Colorado in the amounts of dpproximately

$1.45 million and $0.5 million, respectively, are to be
used to rehabilitate the properties,

Operation of _MSPA Facilities, The MSPA has
statutory duthority to own

and operate the rail line,
The MSPA has chosen to Jease the Yine to an operating
carrier, Kyle Railroad Company, a Kansas corporation,

wholly owned by Kyle Railways, Inc. The MSPA also has
leased a.1ine in Nebraska to the Union Pacific Railroad.
The MSPA chose to lease the line to an operator
primarily for two reasons: operating a railroad fs a
complicated business, and acquiring €nough rolling stock
to run 3 railroad is difficult and expensive,
MSPA owns 466 miles of railroad wh
a4 part of the Chicago, Rock Island &
Company. MSpPA leases the line

ich was formerly
Pacific Railroad
from Limon, Colorado, on

Kansas, on the east
to the Kkyle Raflroad Company,

Hallam, Nebraska, fis leased to

road. This latter 1ine presently is not being operated
and there are no plans in the near future to operate f{t.
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In addition, the MSpA has approximately 150 leases of
Incillary property along the length of itg right-of-way,
The leases are largely to grain elevator and Co-op

Jperators. There are also some industrial and agricyl-
tural leases.

MSPA reports that it continues to meet its obliga-
tions as they become due and does not presently antici.
pate problems fn meeting its futyre obligations. i
acquisition of the railroad on May 15, 1984, Mspa has
retired $360,000 of its bonded indebtedness and depos-
fted in excess of $1.5 million into trust for the pur-

pose of retiring indebtedness when it begins to become
due in 1989,

The fina) phases of the rehabilitation Project are
being Complieted in Kansas this year. The work performed
should allow Kyle Railroad Company to Operate at speegs
between 30 and 40 miles per hour., Thig improvement will

aid operations and ensure futyre rail service in north-
west Kansas,

1985 Senate Bi1] No. 377. Ouring the 1985 Legisla-
tive Session, the Committee on Federal and State Affafrsg
at the request of MSPA introduced S.B. 377.  The bin
was assigned to the Senate Committee on Transportation
and Utilities, Upon adjournment of the 1986 Session,
5.B. 377 died in the House Committee on Transportation.
The bill serveq as the vehicle for this interim study,

in the MSPA statute which requires properties being dis-
posed of to be sold al public auction or by other public
bidding procedures, The proposed legislation, among
other things, would allow MSPA tgo negotiate a sale
directly with an interested party. It was reported that
while the raflroad was controlled by the trustee for the
Rock Island, many existing leaseholders (co-ops and
grain elevator operators) were told that their property
could be sold to some other party if the current
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leaseholder did not agree to pay high prices for the
land.  Part of the goal of the MSPA was to acquire the
ancillary properties to eliminate this type of pressure.
However, MSPA cannot now sel] the property directly to
the leaseholder because it would be in the position of
bidding against unknown third parties. In addition, it
was reported that industria) deve lopment prospects have
indicated an interest in acquiring land to build various
facilities, which would include shipping goods by rail.
pue to tk- public bid requirement, the avenue of direct
negotiation has been unavailable to the MSPA, )

A second provision allowed the port authority to
obtain by eminent domain, without the obligation to re-
store, relocate, or duplicate, property or a facility
which has been certified by the Interstate Commerce Com-
mission for abandonment or which is being liquidated in
a legal proceeding. The Kansas Railroad Association
proposed this amendment to ensure that a port authority
could not condemn the right-of-way until a railroad com-
pany had completely discontinued service,

The other changes proposed by S.B. 377 were techni-
cal in nature.

Hearings

The following organizations presented testimony to
the Committee as summarized below.

MSPA. The bil) upon which the study was based was
requested by MSPA to allow it to sell real estate on a
negotiated basis. The bil] also was intended to elimi-
nate some fnconsistencies Created by the 1ast ma jor
revision Lo the statute. Since 5.8. 377 was introduced,
MSPA has entered into approximately 150 long-term leases
with various tenants along the right-of -way. It was
these tenants that S.B. 377 was designed to benefit by
allowing MSPA to negotiate sales with them without put-
ting the property up for bid. Though the {immediate
problem has been solved, MSPA stilj recommends changing




the law to permit negotiated sales, This woyld provide
increased flexibility in efforts at industrial deve]op-
ment along the right-of -way,

KDOT. kpoT explained itg role and activities con.
cerning provision of rail services in Kansas. kpor has
been involved in several programs relating to the rail
System, and some of these efforts have been directly
supportive of the MSPA as 4 local governmenta] entity
seeking to maintain raij service in 3 portion of the
state.

KDOT's entry into rai) transportation Programs ang
the creation of MSPA by its constituent counties both

During the decade of the 1970s the bankruptcies of the
Penn Central, the Milwaukee Road (Chicago~Mi1waukee-St.
Paul and Pacific Railroad) and the Rock Island focused
attentfon on sych problems as excess track Capacity,
deteriorating infrastructure, and increased competitive
Pressure from trucks.

Kansas Participated for several years as an active
party in the Rock Island bankruptcy Case on issyes
relating to the public interest. Huch of the legal ef-
fort was in Support of MSPA'g efforts to purchase cer-
tain rail Vines from the Rock Island trustee,

To aid in financing the rehabilitation of Rock Is-
land property, kDOT allocated federal grants to MSPA in
1982 and 1984, contingent upon consummat ion of the pur-
Chase.  MSPA 31¢o applied for low interest Joans from
the Federal Rallroad Administration to serve as the pri-
mary funding source for purchase and rehabilitation.

At present, KDOT is involved with MSPA in two
capacities, First, as quarantor of the $18.0 miltion
federal loan, it Serves as a conduit for all federal
funds Passing to MSPA. Until the loan is fully repaid,
KDOT has a contingent liability as a guarantor of Jast
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resort for the federal government. 1In the event of de-
fault, after all the resources of MSPA, the Kyle Rail-
road Company, and the Kyle parent corporation are
exhausted, the federal government would be entitled to
recover one-half of any remaining debt from the state of
Kansas. If those contingencies occur, it would be
necessary for KOOT to seek an appropriation from the
Legislature to be channeled through the railroad
rehabilitation loan guarantee fund to the federal
government.

Second, with regard to grant funds, KDOT has had a
more direct role. As grant administrator, it has over-
seen the use of labor and materials by MSPA on the por-
tion of the project financed by grant funds.

KDOT made no specific recommendations concerning
the issue addressed in Proposal No. 34,

Kansas Railroad Association. The Kansas Railroad
Association, in discussing 1985 S.B. 377 as amended by
the Senate Committee on Transportation and Utilities,
had raised some concern about those aspects relating .to
the jurisdiction and power of eminent domain of a port
authority. The Kansas Railroad Association had wanted
assurance that MSPA could not condemn the right-of-way
until a railroad company had completely discontinued
railroad service.

The Kansas Railroad Association has no objection to
the MSPA proposal to amend the statute to permit it the
option of negotiating the sale of its property.

Kansas Grain and Feed Oealers Association. The
Kansas Grain and Feed Dealers Association stated that
almost all Kansas grain warchouses are situated on a
railroad line. Often, the property on which the grain
elevators are located is owned by the railroad to which
the adjacent line belongs and is leased by the grain
company. This was the case with the line abandoned by
the Rock Island Railroad which now is owned by the MSPA,




The present 1aw requires rea) estate to pe sold tq
the highest responsible bidder. This requirement in-
vites problems, such as those which have OCcurred jp

Conclusions and Reconmendations
————————=S0C Tecommendat fons

During the course of the Comittee's review of the
statutory provision relating to the power of MSpa to

S.B. 377 had been resolved. MSpPA accomplished thig by
entering into Jleases with tenants along the railroad
right-of—way.

The Committee recognizes that all  those who
appeared before it, the MSPA, Kansas Railroad Associa-
tion, and the Kansas Grain and Feed Dealers Association,

theless, Comittee members were reluctant to recommend
such a change in the law., A negotiation process could
produce the desirable consequences MSpA described;
however, under other circumstances. tt could be used as
a device to extract concessions greater than would re.-
sult {f 4 bidding process were used, In addition to
this  specific issue, S.8. 377 contained other
provisions, the effects of which are not clearly under-
stood. As 3 result of uncertainties that continue to
Surround the proposal and because the matter that
prompted the introduction of S.B. 377 has been resolved,
the Committee concluded that the need for legislation on
this fssue presently is not Justified.

November ¢, )

Sen. Bil} Mor:

Vice-Chair
Sen. Jim Aller
Sen. Lleroy Hay
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Sen. Dan Thies
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November 6, 1986

Sen. Bill Morris,
Vice-Chairperson

Sen. Jim Allen

Sen. Leroy Hayden

Sen. Joseph Norvel)

Sen. Dan Thiessen
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Respectfully submitted,

Rep. Rex Crowell, Chair-
person

Special Committee on
Transportation

Rep. Herman Dillon

Rep. Kenneth Green

Rep. Don Sallee

Rep. Eugene Shore :
Rep. Lawrence Wilbert



KANSAS GRAIN & FEED DEALERS MZ

1722 NORTH PLUM, BOX 949 A/C 316 662-7911 HUTCHINSON, KANSAS 67504-0949

STATEMENT OF THE
KANSAS GRAIN AND FEED DEALERS ASSOCIATION
TO THE
SENATE TRANSPORTATION COMMITTEE
SENATOR BILL MORRIS, CHAIRMAN
REGARDING H.B. 2465
APRIL 7, 1987

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, I AM CHRIS WILSON,
DIRECTOR OF GOVERNMENTAL RELATIONS OF THE KANSAS GRAIN AND FEED
DEALERS ASSOCIATION (KGFDA). OUR MEMBERS CONSTITUTE THE STATE'S
GRAIN WAREHOUSING AND MERCHANDISING INDUSTRY.

THANK YOU FOR THE OPPORTUNITY TO COMMENT ON H.B. 2465, REGARDING
PORT AUTHORITIES. WE SUPPORT THE BILL; THE SPECIFIC SECTION WHICH
WOULD AFFECT THE GRAIN INDUSTRY IS SECTION 6 (B), ON PAGE 10 OF THE
BILL, LINES 0354 THROUGH 0359.

THIS SECTION WOULD ALLOW A PORT AUTHORITY TO SELL PROPERTY BY
PUBLIC BID OR THROUGH NEGOTIATION. SOMETIMES, THE LAND ON WHICH A
GRAIN WAREHOUSE FACILITY IS LOCATED BELONGED TO THE RATILROAD AND
SUBSEQUENTLY BECOMES THE PROPERTY OF A PORT AUTHORITY. WHILE SUCH
GRAIN FIRMS CERTAINLY WOULD EXPECT TO PAY A COMPETITIVE PRICE FOR THE
LAND ON WHICH THEY RESIDE, THEY NEED TQ HAVE THE OPPORTUNITY TO
PURCHASE THE LAND FOR SUCH A PRICE. THIS SECTION OF H.B. 2465 WOULD
PROVIDE GREATER LIKELIHOOD THAT THEY WOULD HAVE THAT QOPPORTUNITY.
THIS COULD AVOID A SITUATION WHICH OCCURRED IN IOWA WHERE LAND UNDER
GRAIN WAREHOUSES WAS SOLD TO A THIRD PARTY WITHOUT THE GRAIN FIRMS
HAVING THE OPPORTUNITY TO NEGOTIATE OR INCREASE THREIR BIDS,
OBVIOUSLY, HAVING A THIRD PARTY OWNER OF THE LAND ON WHICH SUCH
VALUABLE BUILDINGS REST POSES A MAJOR PROBLEM FOR A GRAIN FIRM.

THEREFORE, WE SUPPORT H.B. 2465 AND REQUEST YOUR FAVORARLE
CONSIDERATION OF THE BILL.

ATT. 6
T&U 4/7/87






