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Mr. Chairman and Members of the Subcommittee, | am William Rinne, Deputy Commissioner for the Bureau of Reclamation. |
am pleased to be here today to give the Administration’s view on H.R. 4000, a bill to revise certain repayment contracts of
four irrigation districts that are part of the Pick-Sloan Missouri Basin Program.

The Irrigation Projects Reauthorization Council (IPRC) represents four member irrigation districts in support of this
legislation. The districts—the Kansas Bostwick Irrigation District No. 2 and the Webster Irrigation District No. 4, both in
Kansas, and the Bostwick Irrigation District in Nebraska and the Frenchman-Cambridge Irrigation District (also in Nebraska),
are served by Reclamation projects built as part of the Pick-Sloan Missouri Basin Program. Webster Irrigation District No. 4
is located in the Solomon River basin; the others are in the Republican River basin, both tributaries to the Kansas River.

The districts recently renewed their contracts with Reclamation. The contract renewal addressed repayment of a portion of
the water supply works construction cost over a 40 year term. Webster Irrigation District No. 4 renewed its contract in 2002;
the others renewed their contracts in 2000. However, each District's repayment of the distribution works construction

cost obligation remained unchanged during contract renewal. Thus, the remaining term for repayment of the distribution works
is, in each case, significantly less than that remaining for the water supply works. Under Reclamation law, the irrigation
districts repay irrigation capital costs without interest charges.

As discussed above, currently each of these districts’ contracts has two different repayment periods: a water supply

works repayment term which extends until 2040 or 2042 (40 years from when the respective district’s contract was renewed)
and a distribution works repayment period which extends 40 years from their first payment for the distribution works (to
sometime between 2009 and 2015 depending on the particular district). This legislation would allow the repayment periods for
the distribution works to be extended to match the repayment period for the water supply works, and allow for equal

annual payments over that period. Additionally, reserve fund payments were slated to increase significantly in about 5

years, following scheduled completion of repayment of the distribution works construction costs obligation. Anticipating that
this time horizon is too short for the districts to ensure financial recovery sufficient to make the increased reserve fund
payments, this bill delays these increases for an additional 10 years.

Drought conditions in southwest Nebraska and northwest Kansas have significantly impacted inflows to reservoirs providing
a water supply to Kansas Bostwick Irrigation District, Bostwick Irrigation District in Nebraska, Frenchman-Cambridge
Irrigation District and Webster Irrigation District. Annual inflow into reservoirs providing these districts’ water supplies has
reached new historical lows in the last three years. Four of the five canals in the Bostwick Irrigation District in Nebraska did
not divert water the past two years. The Kansas Bostwick Irrigation District has not delivered a substantial amount of water
to acres above Lovewell Reservoir the past two years. Three of the four canals in the Frenchman-Cambridge Irrigation
District have not diverted any water the past three years. The Webster Irrigation District did not divert water into Osborne
Canal this past year.

Despite the declining water supply available to these Projects, the districts’ contracts require that they pay a portion of
annual operation and maintenance costs for the water supply works and repay construction cost obligations to the United
States. This payment obligation to Reclamation is in addition to the districts’ responsibility for 100 percent of the operation
and maintenance costs of the distribution works and those water supply works that have been transferred to the districts.
Even with no water or a diminished supply, the need for maintenance of these facilities continues.

The districts assess their irrigators in order to pay the districts’ annual expenses and repayment obligations. These irrigators
have received a diminished or no supply in recent years. For the last couple of years most of these districts have sought



and been granted annual deferments to their payments under Reclamation law (the Act of September 21, 1959, 73 Stat. 584).
In order to grant a deferment, Reclamation requires a determination that payment of the installments will cause an undue
burden on the water users and that there is no alternative source of funds available to pay the installments. When an

annual payment is deferred, it is rescheduled to be repaid as quickly as possible within the remaining term of the contract.
The deferments have helped the districts to weather the drought in the short run, but have also caused the annual

distribution works payments to be substantially larger over their remaining repayment period, because deferments do not
extend the total time period allowed for repayment.

For example, Kansas-Bostwick Irrigation District #2 would, after execution of the annual deferment currently being

processed, have annual distribution works payments of $421,353 due through 2015, with annual water supply works payments
of $21,841 through 2015, increasing to $96, 512 for 2016 and 2017, then decreasing to $85,591 from 2018 through 2040.

This results in an annual repayment total for this district of $443,194 through 2015 when the distribution works are scheduled
to pay out in the absence of this legislation. If H.R. 4000 becomes law, the district will have consistent annual payments

of $188,387 from 2006 through 2040, thus providing relief to help the district through the current financial crisis.

The total repayment obligation for the distribution works and water supply works for all four districts together is $12,442,447.
This legislation does not change the dollar amount of this repayment obligation. However, because Reclamation law provides
that irrigators do not pay interest on capital costs, this bill would reduce the present value of expected Treasury receipts.

The difference between the present value of the payout stream of the contracts as they currently exist and as they would

be amended by this bill is $1,620,637. This assumes that, in the absence of this legislation, the districts would pay the
minimum payments due on time over the life of these contracts.

The IPRC and the participating districts have done an exemplary job of communicating with Reclamation as they sought
this legislation. They contacted us in early 2005 to explore what opportunities were available to them under existing law

to address their financial concerns. Other than the deferments discussed above, none existed. Reclamation also very

much appreciates the manner by which IPRC has kept us informed and worked with us to identify issues. They addressed
the possible effect to power repayments through “aid to irrigation” early on by working closely with Midwest Electric
Consumers Association and with Reclamation. It is our understanding that “aid to irrigation” is not affected by this legislation.

The legislation would provide needed financial relief to the districts by rescheduling their financial obligations to the United
States. Extension of the repayment period will not be a permanent solution to the water scarcity facing these districts.
However, taking this action will provide needed relief for the districts and increase the likelihood that they will be able to
attain long-term financial viability and fulfill their repayment obligation to the United States. Therefore, the Department
supports this legislation.

| am happy to respond to any questions.
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