Central Kansas Water Bank Association
Five YeaReview and Recommendations

Rattlesnake Creel&afford County,photo by Bill Johnson, #sas Geological Survey

January 202011



Table of Contents

EVAIUALION TRAIM ....cco ittt s s e e e s e e e e e e e e eeaeeeesd ii
EXECULIVE SUMIMAIY... . uuttiiiiiiiieise s e s s s e s e s e e e e st e e e e e e e e e e e e e e e e e aaaaeaeeeeteeetee e et eeeeeesessanssssssssssnnssnnnnns 1
S U TP 3
Statutory ReSPONSIDIlIEY.........ovviiiiiiiiiiiiiiiiiii s 3
HistoryWater Banking in KANS@S..........ccoooiiiiiiii ettt 3
Central Kansas Water Bank ASSOCIatiONEDRRIONS. ......cccceeeiiiiiiiiiiiiiieieeee e e e e seiiiieeeeeeeee e 5
W ALET DEPOSITS. ...ttt e ettt e e e e e e e e e e e e e s s e e e e e e e e e e e e e annnees 6
WALET LEASES. ... ittt e e e e et e e e et e e e e e e e e e eb e e eenanas 8
Safe DEPOSIt ACCOUNLS.......ciieiei e e et eaaneees 9
Evaluationof. I Y1 Q& t SNF@RI0L.Y.OQS. . .. HJLJLPeeiiiiiiiieeeeeeeee e, 10
FEES ANU EXPENSES. ..coiiiiiiiiiiiittt ettt e s a e e e e e e 11
[44SR 12
Temporary Status Of BanK...........cooooiiiiiiii et 13
(©0] 001 o1 [53r(] 7 PPRPRPRPPRRNS 14
Reductions in Water QUANTILIES ... .....c.ceeuviiiieieeie et e e e e et e e e e eeeens 15
Pricing Of DepPOSItEd W ..........ooii it 19
SAfE DEPOSIT ACCOUNTS. ...t e ettt e et e e e e e e e s eeeeeeeas 21
RECOMMENUALIONS. ...ttt e e e e e e e e e s s bbbt eaeeeeaeeeeeeannnnnees 21
] (=] (=] o= PUPUUSPPPRPRP 23
Appendices
A. Table of Minimum Distance from Streams for water leases.............ccccceeeuunneee. 24
B. 2009 Annual Report on Central Kansas Water Bank Association...................... 25
C. Analysis of Central Kansas Water Bank locations oarnvefficiencies..................... 26
D. Evaluation of &€ DepoSit BOXES.........cccuuiiiiiiiiieeeieeeiiiiiiee e 34
E. Potential Impact of Recommendations on Statytesiles & Regulations, Charter.41



Tables

>

T LI OomMmmOOw

Figures
A.

B.
C.
D.

Fees for Water Bank ACCOUNTS.......ciiiiiiiiiiiiiiiiiiiieee e e s en e e e e e e s s sinnnnne) 6
Fees for TermM PerMItS......ccoooii it 6
Conservation POINtS ON AEPOSIES.......uueriiiieeeiiiiiiitrr e e e e e e e e e 8
Conservation redu®n percentages on deposits and leases........cccceeveeeveeieeeeennn. 8
Conservation POINES ON [EASES. ......uuuuuiiiiiiei i irer e e e e e e e e 9
Financials of Central Kansas Water Bank ASSOCIAtION...........cccoevviiiiiiiiiiineeennnn. 12
Historic precipitation averages in the water bank area............ccccccceeeeeniiininnee. 13
Example of reductions taken on a water deposit and lease..............cccceeecuunneee. 17
Example bnet impact to water resource on reductions from depositéase with

o]0 oTo X T=To [ od o =T g T =SSP 18
Incremental revenue returns with increased crop yields and irrigation water.....20
Coverage of Central Kansas Water Bank AssociatiQn.................ceeuvvvevevenennnnnnnnns 5
Locations of depositéease and afe deposit aCCOUNLS..........ccceevvvevieiiiiieeeeeeeeeennn. 11
Proposed Map for Water Bank Conservation on Leases...........cccccvvvvvvevvvvvvnnnnnns 15
Production function grapbf crop yidd and applied irrigation water...................... 20



Evaluation Team Members

Susan Stover, Chpérson
Manager, Hjh Plains Unit
Kansas Water Office

Kent Askren
Water Resources Specialist
Kansas Farm Bureau

Bill Golden, PhD
AssocProfessorAgricultural Economics
Kansas State University

Chris Gnau
Environmental Scientist
Kansas Wair Office

John Janssen
CKWBA Board of Directors
Board Member, GMD &

James Koelliker, P.E., Ph.D.
ProfessorKansas State University
AgriculturalEngineer

Special Thanks to

Wes Essmiller, Manager, GMD5
Sharon Falk, Manager (retired), GMD5
Orrin Ferel, GIS Specialist, GMD

John Peck, Professor
School of Law
University of Kansas

Dan Rogers, P.E., Ph.D.
Professory Agricultural Engineer
Kansas State University

Marios SophocleousPhD
SeniorScientisf Kansas Geological Survey
University ofKansas

Justin Vosburgh
Water Bank User
Macksville, Kansas

Byron Warta
Lower Arkansas BAC Chairperson
Newton, Kansas

Richard Wenstrom

Water Bank User
St. John, Kansas



Executive Summary

The Central Kansas Water Bank Association (Biaskive years of operation was evaluated to

provide guidance to the Chief Engineer, Kansas Department of Agriculture, Division of Water
wSaz2dz2NOSa 2y GKS NI yaBdad provide fecoinfieéddatiohsyfolinipioveO K | NIi S
water bankingn Kansas Theevaluationteam,representinga wide variety of disciplines,
O2yaARSNBR AF (KS .lyl1Qa 2LISNIXidAz2ya yR L2fAO
applicable statutes, and the water banking rules and regulations. The Team evaluated if the Bank
was a&hieving its goals and objectives.

The Team strongly supports continuation of the Bank and believes it continues to have the
potential to be an important water management tool in Big Bend Groundwater Management
District #5 Advantages include: 1)atovides an open market approatth move water rights
away from water scarce regions (i.e. Rattlesnake Qrieiegions less stressed; 2k
transactions can mitigate the impact of dry periods on irrigateamg 3) he Bank provides
incentives to irrigadrs to becone more efficient water managetsy allowing unused water to be
deposited for their own future use or leased to others, while requiring a minimum of 10%
conservation.

A principal goal of this bank was to enhance flow in the Rattlesnake Cyewlkdting a system to
movewater use away from the creek to lesster stressedareas where the use would have less
impacton streamflow. Use of theBank has beemeryminimal. There have been just three
deposits and eight activeafe deposit accountghere has been no water withdrawn from the
Bank. The Bank has the potential to relisvager stressedareas, especially alonthe Rattlesnake
Creek corridor. However, deposits masicur for these benefits to be actualized.

This is the first and onlyater bank in the State. When it was chartered there were many

concerns and speculations on how banking might impact the water resource sy8temmmber of
conservatiormeasures beyond the requirements in the authorizing legislatiere put on the

Bankthat has inhibited its useFive years of Bank operations provides important guidance on how

the program gets used and how to improve Tthe evaluationgam makes the following
recommendaton2 y (G KS . Fy1Qa O2y dAydz GA2yatiohs/ R A YLINE @¢

1. Clarify the authorizing legislation to allow a water bank to become permaatfégtit has gone
through an initial 7 year period and the Chief Engineer is supportive of the bank charter renewal.

2. Renew the Central Kansas Water Bank Asdoaigharterand make it a permanent, ndor-
profit corporation

3. Provide periodic evaluations tble Bankafter it has become permanent arttie proposed
banking operation changes implementesh the program can be readjustefineeded



4.Simd AFe& (GKS 6FdSNIoly]l GNryalOGAz2y o6& LlzidAy3

on the lease side of the equatipand provide a single map that indicates the conservation that
would be required for the leadecations

5. Reduceéhe conservaibn componentreduction steps from 2% to 1%ith a maximum
conservation of 16%The minimum conservation reduction will remain at 10%.

6. Remove thel5% Consumptive Use Fac{@UF) reduction owater bank deposit$or bank
transactions that are beteenirrigation usedeposits and irrigation use leasesThe CUF
reductions to irrigation deposits ovesstimatethe total consumptive use of water when it is
leased for irrigation use, and causes too large of a reductiontévest Bankparticipants. kases
for usesother than irrigationshould be evaluated on a case by case basis.

7. Remove the CWeductionson partial water right deposits that are leased for irrigation.
Encouragement of partial water right deposits could lead to more acres in ptiotguwvith
incentivesfor producergsto be more highly efficient in water management.

8. Continue to offer &e Deposit Accounts.



Central Kansas Water Bank Associatiewe YeaEvaluation

Issue: This report is an evaluation and recommendation be tuture of theCentral Kansas

Water Bank Associaticand water banking in general for KansAswvater bank is éprivate, not

for-profit corporation that 1) leases water from water rights that have been deposited into the

bank; and 2) providesafe depoit accounts (K.S.A. 82362(1)). The Kansas Water BankingAct

requires a water bank be evaluated not later than five yediar its establishment. Although the

enabling legislation allows up to two wateamks to be established, to datthe Cental Kansas

2 GSNJ .yl !'aaz20Al A2y 6a.Fylé0o Aa (GKS 2yfe 2
for a period of not more than seven years, at which time, the Chief Engineer, in consideration of
GKS SgLtdzZ GA2y (Sl YQa NSO 20vYWSlyRA GORIYNT SYNJ&F 25NB ic
may allow the charter to lapsK.S.A. 82&67(d))

StatutoryResponsibilityrheDirector of the Kansas Water Office convdraeteam to evaluate the

water bank operatiolmandrecommendA ¥ G KS . | y | &béa rer@ed diFalSvied ta K 2 dzt
elapse(K.S.A. 82@67) The teamis alsodirectedto makerecommendations on any matters

NBf SOFyld (2 GKS Fdzidz2NBE 2F 41 GSNIolFylAy3a Ay (K
operations and policies are consistemith the state water plan, applicable stats,andrules and
regulations andif the Bank is achieving itpals ad objectives The team also considered

impediments to successful operations atcltangeghat couldencourage greater participation in

the bank,supportingthe goal of using an open market to redistribute water use away from

streams towards other areanore capableo support the use, whil@rovidingsomewater

conservationn the region

As required by statute, thevaluation team includedone Kansas Water Officgesignee to serve
as chaiperson one Kansas Geological Survey desigtee;water right holders/bank users; two
university levelvater resource researchers; om@ater resourcegconomist; one water law
professional; tw@ublic inierest members outside the bank and famuilivith water policy issues;
one Groundwater Maagement District member; and Kansas Water Officaluation assistance.

History of Water Baning in Kansas

The water bank concept was discussed in1885Kansas War Plan® as a way to redistribute
water and water rights to areas of growing need or to supplement streamflow, and esgeu
conservation through aarket technique.



The Water Bank Task Force explored the concept in detaikamdt as providingvater
YIEyYylF3aSYSyd 2LA2ya y2ad OdNNBydate F@rAtloftS (K
SO2y2YA O | yR PoI8 tfich T99Trapbrt, theyetdininended up to five pilot water

banks be formed in Kansas.

An impetus forestablishinga water bank was th&attlesnake Credlanagement Program

Proposal, Jun200d?. A primary goal of the program was to enhance the flow in Rattlesnake
Creek. This proposal was cooperatively developed by the Rattlesnake Creek/Quivira Partnership,
formed in BH, to find primarily voluntary dations to achievevater conservatiorfor long term
sustainability as an alternative to strict viar right administration or an intensive groundwater

use control aea (IGUCA). Water banking is a conservation stratepeiRattlesnake Creek
management program.

The Rattlesnake Creek progrgmoposed a water bank asmechanism to redistribute water use

in the basin, moving &iway from the stream corridorsSince groundw@r and surface water are
interconnected in tle area, transferring groundwater pumping away from stream corridors would
improvestream flow. The removal of groundwater diversions to locations outside the stream
corridor would les®nits impact onstream flow, even if the total pumping in the regioemains
constant. Thisvould support the management objectives for the region while maintaining
economic productivity and encourage conservation

In 2001, the Kansas Water Authority took a posisopportingwater banking.Its position
supportedthecreai A 2y 2F | F2NHzY F2NJ K2f RAy3a FyR SEOKI )
to properly balance the positive economic impact that can be achieved with water banking with

GKS NBaLRyaroAfAGASE T2NJ GKS AiSeFNRAKAL 2F

The Kansas Water Banking Act was created in 2B.4. 82a61 et seq'Y. The Actallows for
temporary deposits and leases of water rights and individatd deposit accounts within the
boundariesdefined in astate approvedank darter. Water used fom a water lank is subject to
all provisions of the Kansas water appropriation act.

A dharter was createdor a groundwater bankpen to the entireBig Bend Groundwater
Management District #8GMD5)region(Figure 1) After considering the level of pacipation
necessary to make a bank viakee steering committee decidedot to restrict the bank

boundaryto the Rattlesnake Creek subbasifa.dmaft charter to establish the Centr&lansas Water
Association BanWwas submitted in May2002for approvalby the Chief Engineer, Kansas
Department of Agricultte, Division of Water ResourceSincevater bankingvas new to the

State of Kansas, considerable time went into the review of the charter and development of rules
and regulations.Rules and regulatiawere adopted in 200%. TheBankwas chartered in June
2005, and became incorporated in November 2005 as &argprofit corporation.
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Figure 1: Coverage of Central Kansas Water Bank Association

Central Kansas WatéBankAssociationOperations

The Bank operates out of tt@MD5office, although it$ a separate entity. A five member board

of directorsoverses(il KS Fdzy OliA2ya IyR I OGAGAGASE 2F GKS
guidelines are in the bank charter,taws and approved procedws®. A fee system was
establishedo pay for the operationgTable 1) The Bank maintains an accounting system to track

all accounts and provides an annual report to the Chief Engineer of all the deposits, leases and

safe deposit accounts.

The Banlcan facilitate the sale or lease of water rights, but cannot own, buy or sell them. The
Bank provides an electronic bulletin board that helps bring sellers and buyers together.

Three types ofccouns can occur within the bank: 1) water deposit, 2) wadase and 3)afe
deposit account. Water rights must be in good standing to participate. Fees are paiddarntke

5



for each type of account; the findings and order fpasd tothe Bankare sentto the Kansas

Department of AgricultureDivision of Wate Resources (DWR). When water is to be withdrawn,

either through a lease or afe deposit bank, the account owner pays a term permit fee directly to
DWR(Table 2) A term permit may be one year or multiple yeafill deposits only require ane-

time monitoring fee, whereas partial deposits require an annual monitoring fee due to the
AYONBIIASR Y2yAG2NAYy3 (2 |adadz2NE GKS RSLIR2aAidz2ND

Central Kansas Water Banking Association - 2010 FEE SCHEDULE
DEPOSITS LEASES SAFE DEPOSITS
Preliminary Evaluation $150* $150
Application $100 $100
Contract $100 $100 $200
Findings & Order
(to DWR) $400
Monitoring **
Full Deposit $100 $100/year $75/year
Partial Deposit $100/year
Modification to Contract $50
Withdrawal of Deposit $150
Contract Expiration
(no later than) 2011 2014 2014

Table 1: Fees for Water Bank Accoupigsd directly to Bank*Refunded if applicant completes a
contract for deposit. ** Payable at time of conttasigning for duration of contract.

Kansas Dept of Agriculture i Division of Water Resources Fees
LEASES
Term Permit $200*
SAFE DEPOSIT ACCOUNTS
Term Permit Approximately $200

Table 2 Term permitfeespaid by account owner directly to DWRtane of water withdrawals.
*Term permit costs can vary due to water quantity and complexity, but typically cost $200.

Water Depos#: A full or partial water right can l#epositedfor lease foranother useto another
useror at a differentlocation of withdawalwithin the bank boundarand same hydrologic unit
(HUC & The deposits to be maddor a full calendar yeafor up to five years.Deposits into a
gl 0 SNJ 0 |dyeland-si¥isient caugdor nonuse of the water rightK.A.R5-7-1). The
amount of water that can be depositedrsstricted tothe historically used quantity of that water
right, not to exceed itauthorized quantity. The Bankarter adopted the ten yegperiod 1987
through 19960 determine the averagaistorically used quantity The ten year averader a




specific water right deposis based orthe annualwater use reports.Water users that
implemented water conservation practices during 198396 are allowed a credit for past
conservation.

Areduction cdled thedd 2 Y & dzY LJG A @S | & Sppl&@llto@éck Waker dépositthe CUF
is the estimated portion of total diversions that is not consumed (for irrigation this would be
through transpiration or evaporation), but returns to the source of wateotigh surface runoff
or deep percolation.TheCUFwater use reductions were established in rules and regulations
(K.A.R. 87-1(d)(2))to assure that there is no net increase in consumptive uset consumptive
use is defined as the gross diversion otevdor beneficial use minus theasteof water and the
return flows to the source of water through surface water and deep percolation

(K.AA.R. 87-1(d)(2)).

For irrigationwater use the CUF reduces thaepositby 15%. Foexample, fora full water ridnt
deposit, ifits historically used average was 100 acre feet,ihakaldle amountwould be 85 acre
feet (100 AR (100 AF * 0.15F 85 Alr.  For a partial water right deposit, if the historicallsed
average was 100 acre featnd only half is to be depited, the bankable amount would be 42.5
acre feet, or 85% of 50 acre fe€lhe half retained by the water right owner for his/her use is not
reduced by a 15% CUBut is restrictedo the historically used average, rather than the
authorized quantity

I aO02yaSNBIGA2Yy O2YLRY Sy i fhekansevdidh yompdnitnifish SR § 2
used as a mechanism within the banking structure to encourage movement of water use away

from water stressed areas toward areas experiencing less water stirese above example of a

full deposit of 100 acre feet that was reduced by a 15% CUF, there would be a conservation
reduction taken on the 85 AF deposit. The conservation component is to achieve 10% or more
IANRBdzy Rl GSNJ 4l Ay 3Ia ¢ adibiKarghresentdiite YastPeriodAH.IBALT (1 A 2 v
765 (b)(7)). The Bank chose to siié requiredconservation between the deposit and lease.

Deposits fromwater stressed areahased on saturated thickness, water éddeclines,

sustainableyields and ditance fromthe strean) have theminimum reduction of 5%Deposts

from areas not as water stressed can hagductions up to 12% (see Tables 3 andFor a

bankable quantity of 85 Andthe minimum 5% conservatiothe postedquantity available for

lease would b&0.75 AF



[a] Saturated

thickness [b] Sustainable yield [c] Change in water level [d] Feet from stream
from | to | points | from to points from to points from to points
0| 40| 10.00 6,001 | 10,000 10.00 | -17.58 | -20.00 10.00 0| 1,173 | 10.00

41| 52 9.25 5,251 | 6,000 9.75|( -15.07 | -17.57 9.00( 1,174 | 2,346 | 9.75
53| 64 8.25 4,501 | 5,250 9.50 | -12.56 | -15.06 8.00| 2,347 | 3,519 | 9.50
65| 76 7.50 3,751 | 4,500 9.25| -10.05 | -12.55 7.00 | 3,520 | 4,692 9.25
77| 88 6.75 3,001 | 3,750 9.00 -7.54 | -10.04 6.00 | 4,693 | 5,865 | 9.00
89 | 100 5.50 2,251 | 3,000 8.00 -5.04 | -7.53 5,00 5,866 | 7,038 | 8.50
101 | 112 5.00 1501 | 2,250 7.00 -253 | -5.03 400] 7,039 | 8,211 8.00
113 | 124 4.50 1,001 | 1,500 5.00 -0.02 | -2.52 3.00| 8,212 | 9,384 | 7.50
125 | 136 3.00 501 | 1,000 2.00 -0.01 2.50 3.00 | 9,385 | 10,557 6.00
136+ 2.00 0 500 2.00 2.5+ 3.00 | 10,560 | 52,800 | 2.00
Table 3 Conservatiopoints applied to deposits based on locatidRefer to Table 3 for reductions applied.

Conservation Component based on Average Points

from to | Percent from to | Percent

10.00 | 9.01 5.00% 5.00 4.01 8.00%
9.00 | 8.01 5.28% 4.00 3.01 9.00%
8.00 | 7.01 6.00% 3.00 201 | 10.17%
7.00 | 6.01 6.50% 2.00 1.00 | 12.00%
6.00 | 5.01 7.00%

Table 4 Conservatior?o reductiorbased on points fodeposits and leases

Water Leases

Leased water allows momgater to be applied where additional water rights are not available.

Posted deposits in the Bank are available for lease; the seller sets a sellinAppeadix B) The
Bankcannotlease more than 90% of all depositgtbundwvater in any calendar yeakVater can
beleasedfoii KS f Sy3dK 2F (KS . I.yTheQehseDate™tEnDNI LI dza G K
withdrawn at anothemvell within the bank boundargnd same hydrologic uniafter a bank

account has been established, a term permit approved, and tineractual agreement made with

the depositor.

' YRSNJ 0 KS . he/ldasedwalerkid-aNdisSueBt to Gonservation reductidiine

amount of reductions on leased water increases for withdrawals to be made in or near water
stressed areas, andgohibited in some areas. The minimum conservation reduatioteased
water is 6% up to a maximum of 12%he aquifer and stream conditions at the withdrawal
location are reflected in the total point3 éble5: (a+b+c+d)/4), which are thereferenced to
Table 4to determine the amount of required conservation on a leagebuyer of leased water



would purchase more watethan the buyemwantsto applyto account for the conservation
reductions.

[a] Saturated thickness [b] Sustainable yield [c] Change in water level
from to points from to points from to points
148 200 9.00 0 500 9.00 2.5+ 9.00
136 147 9.00 501 1,000 9.00 -0.01 2.50 9.00
124 135 8.00 1,001 1,500 9.00 -0.02 -2.52 9.00
112 123 7.00 1,501 2,250 8.00 -2.53 -5.03 8.00
100 111 6.00 2,251 3,000 7.00 -5.04 -7.53 6.00
88 99 5.00 3,001 3,750 5.00 -7.54 -10.04 5.00
76 87 3.00 3,751 4,500 4.00 -10.05 -12.55 3.00
64 75 2.00 4,501 5,250 2.00 -12.56 -15.06 2.00
41 63 1.00 6,000 10,000 1.00 -15.07 -20.00 1.00
*40 0 *20.00

[d1] Feet from stream (0.25m) [d2] Feet from stream (1m) [d3] Feet from stream (2m)
from to points from to points from to points
10560+ 5.00 | 15841+ 5.00 31681+ 5.00
8,504 | 10,559 4.00 14,521 15,840 4.00 29,041 31,680 4.00
7,478 8,503 4.00 13,201 14,520 4.00 26,401 29,040 4.00
6,452 7,477 4.00 11,881 13,200 4.00 23,761 26,400 4.00
5,426 6,451 4.00 10,561 11,880 4.00 21,121 23,760 4.00
4,400 5,425 4.00 9,241 10,560 4.00 18,481 21,120 4.00
3,374 4,399 4.00 7,921 9,240 4.00 15,841 18,480 4.00
2,348 3,373 3.00 6,601 7,920 3.00 13,201 15,840 3.00
1,321 2,347 2.00 5,281 6,600 2.00 10,561 13,200 2.00
0 *1320 0 *5280 0 *10560

Table 5 Conservation points applied on leased water depending on locaRiefer to Table 3 for percent reduction.

Note: SeeAppendixA for reference of streams that have 0.25, 1.0 or 2.0 mile buffers.

Safe Deposit Account

Safe deposit accounts are for@l G SNJ NA I K G

i aviyicBuniizéd water ifi ordziieSris

saved to supplement a need in a future year. A watdrtrigvner is allowed to deposit up to 25%
of the unused portion ofhe water right in a calendar yedhat is below 85% of the authorized
guantity (not the historic ten year average). In years when more than 85% of the authorized
guantity is pumped, noae deposit is allowedSafe deposit accounts are water right specific.
Additionally, theafeRS L2 & A G | O O 2 dzydcéounts NEL0%df tBelir holdihgrT G K S
annually. Accumulated depositsarsafe deposit account cannot exceed the authorized gugn

of the water rightor linked water rights

The Kansas Water Banking Act requires there be no net increase in consumptive use in water in
any hydrologic unit from the operation shfe deposit accountéK.S.A. 82a863(c)(9).
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The Bank has been open for business sikigceember,2005. In the last five years, the bank has
had minimalactivity. The evaluationgam condglers the water lnk a potentially important
program to achieve multiple goals of moviwgter rights away from the Rattlesnake Creid
other waterstressed areasp encouragewater useflexibility with an active market tradeandto
provideconservation in the bank boundary-he Banks appropriately structured and meetise
requirementsset out in statutethe rules and regulations, and théharter. There is a Bank Board
of Directorsthat is representative of the distrigtublic and privateusers, fees are collected on
accounts, and annual reports are providddowever, the Bank is antly nota program that has
become an importanvehiclein D a 5 pwatar management.

In the first five years of operationhére have beerthree depositsinto the Bankfor just over 600

acre feetof waterfor lease TheR S LJ2 & A i SpRce, gstabiliSed Dydhe depositorranges

from $250 to $1,000 per acre foot. There has been one lease, although the water has not actually
been withdrawn(Appendix B) The lease was madie 2009by the same water right owner as the
depositor, goingthrough thewater bank allowshim to move thewithdrawallocationfarther than

the typical restriction 6% mile, as long as it remaiwithin the bank boundary and same

hydrologic unit(Figure 2).

The Ratttsnake Creek program project&é8% participation and a 10% water ugeluction (2,010
AF)through a water banking progratm ¢ K S LINE 3 Kelied idicStdda Water ugeS | NJ
reduction averaging 22 acfeet for each year of Bank operation, far below the hoped for level of
participation.

There are tenafe deposit @counts, eight of which have water deposited into the accounts. Two
accounts opened in 2005, six opened in 2006, and two more opened in 2009. None of the
accounts have made withdrawals.

To datenowater in the Bank haseen withdrawn Consequently,K S . Istgfijtofya
requiremenson the water balancéave been metat least 10% conservatipno more than90%
of groundwater depositeds leased, and no net increase in consumptive use duek® deposit
accountgK.S.A. 82865(b)(7), 765(410) and B3(c)(9))

However, the goals of water banking as set out in the Kansas Water Plan and the Bank Charter
have not been met. The vision had been for a bank émaburagededistribution of wateraway
from waterstressed areat areas of growing nee@¢onsened through a market forum, and
helpedthe Rattlesnake Creek subbasin reduce water use in priority aifdas Bank is minimally
active; there are only a handful of accouniEhe evaluationgam identifiedseveralareas of

potential deterrentstothe I Yy { Qa LISdisBugshidbelgivO S
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Figure 2 Location of Deposits, Lease, ardePDeposit Accounts

Fees and&ExpensesDue to the low Bank transactions, the Bank operates on a small budget that
comesprimarilyfrom the fees ér each bank accour{Talde 6). The biggest expense to tBank
wasto pay for the Kansas Department of AgriculteA @A & A2y 2F 2 1§ SNJ wSa 2 dz
establishing the Bank Charter Memorandum of Understanding and reviewing the Charter for
approval(Table 5) The other primargxpense is stff time to monitor bank activities, maintain

the website, assist interested participardad prepare the annual reportThe fees, while
necessary, were cited as a deterrent for some potential bank users. To estaldishdagosit
accountin which a relatively small amount of water is deposited, it c82B0 toopen and$75

per yearmaintenancepayable up front When the owner wants to withdraw the watehe

owner must request a term permit from the Division of Water Resources ancd$a2p0 permit

fee. The evaluationgam does not recommend a change in the fees, but cost containment is
important to future participation.
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Central Kansas Water Bank Association
Profit & Loss
All Transactions
Ordinary Income/Expense

Income
Big Bend Transfers $ 5,500.00
Fees $14,150.00
Interest Income $ 187.60
Total Income $19,837.60
Expense
Charter MOU $12,094.21
Office Supplies $ 9.00
Other $ 310.00

Payroll Expenses $ 2,469.06
Printing & Publications$  365.31
Professional Fees $  840.00

Total Expense $ 16,087.58
Net Ordinary Income $ 3,750.02
Net Income $ 3,750.02

July 31, 2010

Table 6 Financials at Central Kansas Water Bank Association

Climatelnfluence The amount of prepitation in a regiordeterminesthe need for irrigation and
influences theuse of a water bankPeriods of lower precipitation should increase the use of the
Bank because the demand for irrigation water would increaSenversely, periods of high
preciptation would have the opposite effect on the demand for wasepplied through a Bank

The precipitation data for the region covered betater bank are summarized iafle7. Old
normal precipitation (calcutad from 19611990 annual dataandnew namal precipitation
(calculated from 1972000 annual data) were compared wigf905-2009,the period of water

bank activityto determine how climatic factors may have influenced banking activity in the last
decade (200€2009) andast fiveyears (20082009. Precipitation has been slightly aboleth

the old normal and new normal for most of the banking area when compéwetie last decade
and lastfive years as an averagé&.his wetter period has likely reduced the need for more water
RdzNA y 3 {ifstSive yelary. {lt@duldi¥part, explain the lack of banking activity durihg

first five years
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As the weather cycles back into a drier period or there is a change in watétagi or demand,
the Bankcouldplaya vital role b facilitate marké solutions inan area closed to new
appropriations.

1961-1990 19712000 20002009 20052009
Station Old Normal New Normal Average Average
Sterling 27.96 29.21 30.24 31.26
Hudson 24.46 26.03 29.95 31.39
Pratt 4W 25.84 27.85 26.54 26.50
Great Bend 25.96 26.45 26.75 31.11
Greensburg 23.60 25.49 24.56 23.92
Edward Co.
average 23.97 26.75 25.01 26.09
GMD#5 Avg 25.30 26.96 27.17 28.38

Table 7 Precipitationaverages within BaniKSU Weather Data Libramytp://www.ksre.ksu.edu/wdl/precipdata.htm
Wh2NXYIFEfQ NBEFSNR (G2 | on &SEFENIF@SNIIAS GKIFG A& dz2LRIFGSR S

Temporarystatus of BankThe temporarystatus of the Bank may be a deterrent to its use.
Potential water users, depositors andggees, ar@ot inclinedto make long term plans on a
temporary program.There can be a significant capital outlay to use leased water in a different
location, which the temporary status of the bank inhibits.

The evaluationgam supports the periodic r@w of the Bankl.J; NI A Odzf NI & (2 SOl ¢
effectiveness with adoption of the proposed changédoving the bank to a permanent program
would allow the Bank to be in place during the recurring wet and dry cycles.

It appears that the original tent had been for the first seven year period to be the pilot phase,

with it becoming a permanent Corporati@iter an evaluation and recommendation to the Chief

9y IAYSSN® ¢KA& A& SELIX I Ay $Heintenfof thekaSsociah o Q& / K
be perpetual. However, the initial association shall not be chartered for more than seven years.

Any extension of the charter must be approved by the chief engineer and in accordance with
K.S.A.82&67, as amendes.

The authorizing legislayp K| & | Yo Addza e 2y (GKS o#6p{)ake OKI NI
language indicates a water bank shall be chartered for no more than 7 years, at which time it is
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subject toreview under K.S.A. 8Z&67. K.S.A. 82&867(a) requires the Kansas Wat@ffice to

convene a team 5 yeasdter the establishment of a bank to study the bank and recommend
GKSOGKSNE |Y2y3 20KSNJ 6KAy3az GKS dgargihed OKI NI
LISNX A G& (KS inGaschrdafice Biti the\rgcbnridddatonftheteand (2 SEGSYyR
charter for up to 7 years or allow the charter to lapse. It is not clear what would hegdftera

0 | y 1 &tér had Keen extended for ayfear period. The evaluationgam recommend&.S.A.

82a765(d) be clarified to indicata water bank shall be chartered faminitial period of not more

than seven years. Additionally, clarify K.S.A-BZ&a) to establish an evaluation teafter (1)

0KS AYAGAFE LISNRA2R 2F | 0l afitdrhdbatkdasbed mddédK YSy (i =
permanent Corporation. The later evaluatgmould assess similar aspects of the bank as in the

initial review,minusk y @ NBXO2YYSYRI A2y 2y GKS OKIF NI SNDa N
NEOASs GKS (St Y afertieBadRiygéESpérRetual At&ug and could make
recommendations for its improvement.

Complexity The Bankhascomplex rules applied to deposits and leagesrhaps overly soThe
application of a 10 year histoataverage use, th€onservation Use Factor (CUF), and a
conservation component that is split between both the deposit and leagkes a complex

formula for a potential user to decipheiThe evaluationgam heardhat producers are more

likely to participate if the procedures, costs and especiallywthater reductions applied to a water
account were easier to understarahd estimate A simpler approach would allow potential users
to determine if a deposit, lease oafe deposit accounvould be a cost effective option for them,
before visiting withthe Water Bankstaff for exact details. The Banlkafithas been very willing to
help any potential user to understand the options. Simplification could help get potential users
interested enough eveto contact Bank sff.

Takingconservation reductionenly on theleasedwater, and not on the deposited watewould
make it easier for potentidBankusers toassess in advandke quantities of water available for
use.

Removal of mandatory conservation from a Bank deposit would both simplify the process and
encourgye deposits, wherever they are locatetiheCharter triedto encourage deposits iwater
stressedareas by having less otanservatiorreduction; howeverany reduction ig deterrent
rather than an incentive When a water deposit is leased, the witladvn water quantitywould be
reduced by 10%r more, depending on the locatioof the withdrawal. The four variables used to
determine areas to prohibor discourage withdrawals amaturated thickness, change in water
levels, sfe yield and distance frorstreams.

Another simplification is to move away from the tables, and put the required conservation
reduction onto a single mapAdraft map (Figure 3prepared by the Bank aff for this report
incorporatesthe four variables of saturated thicknessaciges in water levelsage yield and
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distance from streamsThe map shows the amount of conservation that would be required on
leased water withdrawal, based on the aquifer and stream conditions in the different locations.

Takingconservation reductionenly on the leased water, and showing the conservation
percentage®n a single mapnake itmuch easier to identify possibbnd preferred areas to
withdraw water. A potential water bank user can quickly determine the amount of wheanser
should leas to obtain theusablequantity needed. Iteplaces two charts and a point system table
(Tables 34 and5).
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Figure 3 Proposed map for Water Bank conservation on leésesonservatiorreductions required on deposits).

Reductionsn Water Quantitis: A very large deterrento Bank participations thehighreductions
taken on the deposits and the leaseBhe rationale behind the Consumptive Usetér (CUF)s to
preventanincreasen the total water consumed as it movésom withdrawal at one loation to
another, and potentially from one type of use to anothefhere was concern when the Bank was
established that &e Deposit Accounts in which a water user saves water not used in one year for
potential future use would lead to increases in nehsumptive use, something the Bank must not
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