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In response to questions that have been asked both during the October 31, 2017 Committee meeting and since,
we offer the following responses.

How do industrial water fees work regarding oil and gas drilling?.

Oil and gas activities are consider industrial use under the Water Appropriation Act. Drilling of new oil and/or
gas wells use water under a temporary permit and typically use less than 1 million gallons of water. The use of
water is required to be metered. However, water use reports are not required for small use temporary permits.

How can we address fees on water that is nsed in drilling, then injected, and essentially lost to use for several
generations?

K.S.A. 82a-728 exempts water produced with oil and gas production from permitting under the Water
Appropriation Act. As such they are not classified as an industrial use and charged a fee for the water
that is brought to the surface as a result of the oil and gas production, and then reinjected into another
geologic formation.

Any water used in secondary or tertiary oil recovery is permitted, metered and fee assessed as an
industrial use.

Background on a tax on bottled water.

The Long Term Vision for the Future of Water Supply in Kansas, published January, 2015, identified a Blue
Ribbon Funding Task Force (Task Force) as a critical, immediate action item. The Task Force was charged with
developing a balanced, affordable and sustainable method to provide financing for water resource management

and protection, including alternatives that utilize public and private partnerships. One of the fee sources evaluated
by the Task Force was a bottled water fee.

The Task Force, based on consultation provided from the Kansas Department of Revenue (KDOR), found this
alternative less attractive due to the question of where to collect this fee. 1t was found that a fee at the point of sale
would be logistically difficult to implement while a fee on the wholesale quantity would be disproportionally
large on Kansas bottlers.

Definition of “Bottled Water”
According to the Streamlined Sales and Use Tax Agreement (SSUTA), “bottled water” means “water that is
placed in a safety sealed container or package for human consumption. Bottled water is calorie free and does not
contain sweeteners or other additives except that it may contain: (i) antimicrobial agents; (ii) fluoride; (iii)
carbonation; (iv} vitamins, minerals, and electrolytes; (v) oxygen; (vi) preservatives; and (vii) only those flavors,
extracts, or essences derived from a spice or fruit. "Bottled water” includes water that is delivered to the buyer in a
reusable container that is not sold with the water.”
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