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MEETING MINUTES1 

Meeting Date: October 2, 2012 
Meeting Time: 10:00 A.M. 
Meeting Place: State House, 200 W. Washington 

St.,404 
Meeting City: Indianapolis, Indiana 
Meeting Number: 2 

Members Present:	 Rep. William Friend, Chairperson; Rep. Jack Lutz; Sen. James 
Banks, Vice-Chairperson; Sen. Edward Charbonneau; Sen. 
James Arnold; Sen. Lindel Hume. 

Members Absent:	 Rep. Robert Morris; Rep. Steve Stemler; Rep. David Cheatham; 
Rep. David Niezgodski; Sen. Susan Glick; Sen. Richard Young. 

The Water Resources Study Committee (WRSC) Chairperson, Representative 
William Friend, presided over the morning's agenda, and called the meeting to order at 
10:10 a.m. Members introduced themselves at the request of Chairperson Friend. The 
Chairperson noted that the majority of appointed members (7) is required to formally 
approve a final report. 

Great Lakes Compact 

Mark Basch, Section Head, Department of Natural Resources (DNR), Water Rights 

1 These minutes, exhibits, and other materials referenced in the minutes can be viewed 
electronically at http://www.in.gov/legislative Hard copies can be obtained in the Legislative 
Information Center in Room 230 of the State House in Indianapolis, Indiana. Requests for hard 
copies may be mailed to the Legislative Information Center, Legislative Services Agency, West 
Washington Street, Indianapolis, IN 46204-2789. A fee of $0.15 per page and mailing costs will 
be charged for hard copies. 
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Section, provided a status report on the Great Lakes Compact. Ex. 1, Great Lakes_St. 
Lawrence River Basin Water Resources Compact Update. Mr. Basch reported that 
Indiana is one of the first states to implement the Compact. He also stated that withdrawal 
of water in Indiana is primarily for energy production. In response to questions, Mr. Basch 
stated that: 

1) Indiana meets its obligations under the Compact due to certain programs and 
reports in place before the adoption of the Compact. 

. 2) Survey data provides a planning framework for facilities and is used foreducation 
programs but other ways touse survey results are being developed. 
3) Permitting requirements are specifically for the Great Lakes Basin; however, 
registration is a statewide requirement. Conservation is a statewide voluntary 
program. 

Drainage tiles. sales tax exemption 

Representative Gutwein provided background related to the legislative effort to exempt 
drainage tiles from state sales tax. Ex. 2, House Bill No. 1295, introduced version. He 
stated that the bill has been approved by the House Agriculture Committee but fails to 
pass the Ways and Means Committee proceedings. Representative Gutwein remarked 
that Indiana drainage tile manufacturers are at a competitive disadvantage with 
businesses of surrounding states, which are not required to collect this tax. He concluded 
that Indiana loses benefits from commercial activity that goes to neighboring states. 

Various persons from the pUblic attending the meeting offered testimony in support of the 
drainage tiles sales tax exemption: . 

1) Bob Clark, President, Clark Farm Drainage, Inc. 

Mr. Clark stated that his company removes excess water from the ground, 
which improves yield. According to Mr. Clark, it is important to create 
incentives for programs and policies that encourage productivity; therefore, 
a tax exemption for drainage tiles will increase yield.. He also described the 
effects of surrounding states' tax exemptions on Indiana businesses. 

2) Kevin Musselman, Owner, Musselman Land Improvement, Inc. 

Mr. Musselman pointed out that farm drainage is essential, and a direct 
input cost of agricultural activities. He reminded the Committee that similar 
products are not subject to sales tax in Indiana. Responding to questions by 
the Committee, Mr. Musselman stated as follows: 

a. There could be 2-3 competitors per county. 
b. Soil holds a maximum amount of water, and his process drains 
only excess water. 
c. Anything directly related to agricultural production is tax exempt in . 
Indiana. 

3) Ron Schlatter, Owner, Schlatter's Inc.; Indiana Land Improvement Contractor's 
Association; West Central Water Management. . 

Mr. Schlatter indicated that water management has been essential in 
Indiana but remains a "gray area" related to sales tax. He encouraged 
legislators to remove obstacles preventing the installation of drainage 
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systems. Mr. Schlatter advocated for exempting drainage tiles from sales 
tax, emphasizing that these systems improve water quality as well. 

4) Todd Redlin, Sales Vice-President, Fratco, Inc.; Farm Manager, Richel 
Enterprises, Inc. 

According to Mr. Redlin, the sales tax issue is a competitive matter for 
Indiana manufacturers because surrounding states exempt these products 
~~~~ . 

Final Report 

Chairperson Friend informed the Committee that this would be their last meeting. 
He brought to the members' attention the draft final report (Ex. 3), and observed that there 
was no quorum to approve a final report. The Chairperson adjourned the meeting at 11 :20 
a.m. 
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Great Lakes_St. Lawrence River Basin Water 
Resources Compact Update 
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Great Lakes Compact
 
A look back
 

1909 Boundary Waters Treaty IJC 

1985 Great Lakes Charter 

1986 WRDA 

2001 Annex 

Agreement among the Parties 12113/2005 

Indiana Approach to passage 
Summer/fall 2007 - development of implementing legislation with 
stakeholder outreach and input 
Commitment to enact implementing legislation in conjunction with 
Compact 
Legislative Study Committee Meetings 
Legislation drafted Late Fall 
2008 session - introduce and pass a bill 

Compact became effective 121812008 

IC 14-25-7: 
Water Resources 
Management Act 

Enacted in 1983 

Requires registration of all 
SVWiF 19w & sw) 

Facility defined as greater 
than 100,000 gpd capability 

Capability is aggregate of 
all wells & intakes 

• Annual water use reporting 

Locations of Registered Wells & Intakes
 
within the
 

Great Lakes Basin
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Compact Purposes I 

Effective consistent water resource management 

Remove causes of present and future controversies; 
Provide for cooperative planning and action; 
Facilitate consistent water management approach; 
Facilitate data exchange and scientific information 
base for decision making; 
Prevent significant adverse impacts of water 
withdrawals and losses; 
Promote interstate and state-provincial comity; and 
Promote adaptive management approach to 
conservation and management of basin waters. 

Real Purpose of Great Lakes Compact 
Section 4.8. All new or increased diversions are prohibited 
except as provided for in the compact. 
Section 4.9. Exceptions to the prohibition for straddling 
communities, straddling counties and intra-basin transfers. 
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Water Resource Compact
 
Diversions - Exceptions
 

-Straddling communities any incorporated city, 
town or the equivalent thereof, wholly within any County 
that lies partly or completely within the Basin, whose 
corporate boundary existing as of the effective date of this 
Compact, is partly within the Basin or partly within two 
Great Lakes watersheds. 

-Requires Return Flow 
-Meets Exception Standard> 100,000 gpd 
-Requires Regional Review if> 5 MGD 

Indiana Communities Straddling Great Lakes Basin Boundary 

,/ 

Indiana Counties Straddling Great Lakes Basin Boundary 
Water Resource Compact
 
Diversions - Exceptions
 

-Communities in straddling counties any 
incorporated city, town or the equivalent thereof, 
that is located outside the Basin but wholly 
within a County that lies partly within the Basin 
and that is not a Straddling Community. 

oRequires Regional Review 

oNeed can not be met in community's basin 
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-- Water Resource Compact
 
Diversions - Exceptions
 

-Intra-Basin Transfers 
-State discretion < 100,000 gpd 
-Between 100,000 gpd & 5 MGD 

-Exception Standard 
-Notice to other parties 
-No feasible alternative in the 
receiving Great Lake Basin 

-Requires Regional Review if> 5 MGD 

Diversion Inquiries 
1. Chester, Inc.- Valparaiso, Porter Co. 

Straddling County
 

Four 12 unit multi-family buildings
 

Sufficient gw resource available in area
 

2. Grand Oaks LLC.- Valparaiso, Porter Co. 

Straddling County
 

400 unit housing development
 

Sufficient gw resource available in area
 

3. Twin Lakes Utilities, Lake Co. 

Straddling Community 

Proposed wells to supply Lake of the Four Seasons 

Diversion volume established by existing baseline 

4. Mineral Springs Bottling Facility, Porter Co. 

Straddling County 

Water shipped to Asia 

Diversion must be for short-term "humanitarian purpose" 

Ie 14-25-15-5 
Responsibilities and powers of the natural resources commission 

Sec. 5. The natural resources commission: 

(3) shall adopt rules under IC 4-22-2 that implement voluntary 
water conservation and efficiency programs; and 

(4) shall adopt rules under IC 4-22-2, which may provide for 
general permits, for the implementation, administration, and 
enforcement of article 4 of the compact. 
As added by P.L.4-200B, SEC.5. 
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Rule Status 

Rules 

Combined existing Temporary Rules for Permitting and 
C&E by 11/1/12 

Preliminary adoption of Permanent Rules for Permitting 
and C&E set for 11/20/12 

Final adoption of Permanent Rules expected by 12/8/13 

Irrigation M!lnagement Pr-'diees 
kIt~\·••I't'.~-E.Ent<'~ 
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Voluntary Water
 
Conservation & Efficiency Programs
 

• Outreach & Education 

Establishing Baseline Conservation 

Conservation & Efficiency Website: 

www.in.gov/dnr/water/6364.htm 

:, :............ ,"....._,.""'''''l/l_~' .. loo<.,............,_ ..._ .... '''''''''''''... t ....
 
1' _,....'"""".,tJ.l .. ...,_-........ -...."",,~"'_
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§:it~~§l~~~~~1~:~~: 
Water 

Conservation 
and 

Efficiency 
Checklist 
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Voluntary Conservation & Efficiency 
-Checklist Survey Results-

Production 52% 
Irrigation 52% 

·Public 28% 

· Rural/Mise 0% 
• All Uses 43% 

"·"<~Nvvv~vv·.',"',,·,,·.,'vv, 

·Industrial/Energy 
Production 30% 
Irrigation 75% 

·Public 56% 

· RurallMisc 27% 
• All Uses 49% 

Voluntary Conservation & Efficiency
 
Checklist Survey Results
 

Great Lakes 
• L_~' '. ~. 

Basins -

• 858·3652 ·2794 
Facilities Facilities Facilities 

• 1868 • 1404·464 
Replies Replies Replies 

• 54% rate • 51% rate of • 50% rate 
return of return of return 

Survey Says 
Industrial & Enemy Production 

- statement 4-ln51all cooling towers or relrorrt once-through applications with 
closed loop recirculation systems to reduce cooling water use. 

- statement 10-Tum off ell flows during shutdowns and use solenoid valws to 
stop the flow of water when production stops. 

Irrigation 

- Statement 5- Operation of pumps to meet, but not exceed, application rates to 
reduce excessiw pumping. 

- statement 1-Dewlap a system wide (pivot, pump, water supply) maintenance 
program to reduce in season shut downs, improw water distribution, and 
enhance owrall conservation objectiws. 

Public Water Supply 

- statement 5- Implementation of uniwrsal metering combined with a meter 
testing, calibration

L 
and replacement program. 

- statement 6- Dewlop a system wide large water meter (1 Y2~ and larger) 
testing, repair and/or replacement program to increase rewnues and to mitigate 
water losses to enhance conservation objectiws. 

Rural Use I Miscellaneous 

- statement 4- Dewlopment of an accurate water measurement system; 
including mechanical metering, or by nguring water use by flow meters, by acre 
inches applied, or by pump capacity. 

- statement 6- Operate pumps to meet, but not exceed, necessary rates to 
reduce excessiw pumping. 

Great Lakes Basins 

~ 

· Industrial/Energy · Industrial/Energy 
Production 51% 

· Irrigation 59% 

· Public 49% 

· Rural/Mise 42% 
• All Uses 56% 
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Assistance for 
Water 
Management 
Planning for 
Indiana's 
Significant Water 
Withdrawal 
Facilities-

The Water 
Management 
Planning 
Framework: 
Customizable for 
Water Use Each 
Category 

2011 Follow-Up Survey to 
Significant Water Withdrawal Facilities 

We asked what a Reasonable Voluntary 
Reduction Goal Amount might be: 

• Responses reported range from 2-30% 

• Majority of Respondents reported 5-10% 
Overall, regardless of Use Category 

• Higher Goal Percentages were Reported 
by Public Water Supply Utilities 

2011 Follow-Up Survey to 
Significant Water Withdrawal Facilities 

·Responses highly dependent upon on water use category 

·Irrigators want to understand soils and soil capacity, how to 
better conserve with older systems, best practice & 
application technologies. 

·Public Water Suppliers want to better understand customer 
usage and technologies to find and fix leaks. 

·Industrial users would like to know more about water reuse & 
have industry specific seminars in-house. 

First Survey indicated that the most desired Conservation 

and Efficiency Strategy for the future was Education based. 

Practical Challenges: Groundwater Boundaries 
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Practical Challenges: Evaluating Local Impacts 

8 



Exhibit 2 
Water Resources Study Committee 
October 2,2012 

Introduced 

Second Regular Session !17th General Assembly (20 !2) 

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana 
Constitution) is being amended, the text of the existing provision will appear in this style type, 
additions will appear in this style type, and deletions will appear in tim ~ ty]>e: 

Additions: Whenever a new statutory provision is being enactcd (or a new constitutional 
provision adopted), the text of the new provision will appear in this style type. Also, the 
word NEW will appear in that style type in the introductory clause ofeach SECTION that adds 
a new provision to the Indiana Code or the Indiana Constitution. 
Conflict reconciliation: Text in a statute in this style type ortlti:r~~reconcilcsconflicts 

betwecl1 statutes enactcd by the 2011 Regular Session of the General Assembly. 

HOUSE BILL No. 1295 

A BILL FOR AN ACT to amend the Indiana Code concerning 
taxation. 

Be it enacted by the General Assembly o/the State o/Indiana: 

1 SECTION 1. IC 6-2.5-5-45 IS ADDED TO THE INDIANA CODE 
2 AS A NEW SECTION TO READ AS FOLLOWS [EFFECTIVEJULY 
3 1, 2012]: Sec. 45. (a) As used in this section, "farm drainage 
4 system" means a system of drainage tubing, drainage tiles, and 
5 related control systems designed to facilitate the drainage of 
6 agricultural land. 
7 (b) Transactions involving a component of a farm drainage 
8 system are exempt from the state gross retail tax if the person 
9 acquiring the component is engaged in the business ofagriculture. 

10 (c) Transactions involving equipment used to install, repair, or 
11 maintain farm drainage systems are exempt from the state gross 
12 retail tax if the person acquiring the equipment is engaged in the 
13 business of agriculture. 

2012 IN 1295-LS 6117/DI 113+
 

•
 



Introduced Version 

HOUSE BILL No. 1295 

DIGEST OF INTRODUCED BILL 

Citations Mfected: IC 6-2.5-5-45. 

Synopsis: Exemption of farm drainage components from sales tax. 
Provides that a component of a farm drainage system is exempt from 
sales tax if a farmer acquires the component. Provides that equipment 
used to install, repair, or maintain a farm drainage system is exempt 
from sales tax if the equipment is acquired by a farmer. 

Effective: July 1,2012. 

Heaton, Cherry, Gutwein
 

January 11, 2012, read first time and referred to Committee on Ways and Means. 

2012 IN 1295-LS 6117/DI 113+ 

• 
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Water Resources Study Committee 

I. STATUTORY DIRECTIVE 

The Water Resources Study Committee (WRSC) is established by IC 2-5-25-1. Under 
IC 2-5-25-5, the WRSC shall study and may make recommendations concerning all 
matters relating to the surface and ground water resources of Indiana, including the 
following: 

(1) The usage, quality, and quantity of water resources. 
(2) Issues concerning diffused surface water, the common enemy doctrine 
of law, and runoff. 

The WRSC conducted all activities to discharge its responsibilities. 

II. SUMMARY OF WORK PROGRAM 

The Legisl:ti~~!f~~~C:il,qi£Lrot assign a specific topic for int~[i1J12Q:1~~.~The Committee 
also reviewedt~~ sUitabilftYto{a sales tax~xelT1ption fQrthe' purchaseotdrainage tiles. 
The WRSC helif'? meetings~~s,folloWs:' t" '~'';';:' "" "·"C:;~ 

<_,-.'~, -. ..~.,"._ ·-;~Z-f-_~. ::~\_: ... , i~_.~~,.,:..:.•...•.~.~,~, .......•_.,.'.' __~'~~;,:_.:.:.""' " ..:..•. •. _ 
rr,,\-::.\~~, ,,_ ,"._ ._~_'S's~-::':~:;, __ .," _ - -- 

(1) August 28in~~~~~;~~a~~:se~~t~)a"pe gined to: (j·).f~~~~a~ivesp~~~js; (2) Department 
of Natural Resources{(QNR}.,~r~ports;:X3) wat~(resources management;

':".:--_.. f:-,-,;"';):. -.J::"'~-<'" ,.c;;',>_ -:":, ,<"",.,. 

and, (4)·;th~ effects oft~~ 201,~},drough!X~'f:hi§.was a joint meeting with the 
Natural Re§ources Stu"C'" Committee. ">",,' 

(2) October 2, 2012 (St:~~~blouse,ln~napo;~~~{·lndiana) 
Issues discus~~g:L,""" it (1) the suitability of a sales tax exemption for 
the purchase ot~'flf~Lge tiles; and (2) the Great Lakes Compact. 

-'~~1~Ri~}1<'~ 

Minutes and exhibits provide detailed information of each meeting, and are accessed 
from the General Assembly's website at http://www.in.gov/legislative/ 

III. SUMMARY OF TESTIMONY 

August 28, 2012 

Invasive Species 

Steve Yaninek, Professor, Department Head, Department of Entomology, Purdue 
University (Purdue), and Council Secretariat, Indiana Invasive Species Council (IISC), 
and Phil Marshal, Division of Entomology and Plant Pathology Department of Natural 
Resources' (DNR) and IISC member reported on IISC's objectives, organizational 
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structure, and strategic plan. Mr. Yaninek stated that the IISC's goal is to work with 
relevant parties to slow or eliminate the threat of invasive species to homes, 
environment, and economy. Their report identified the following invasive species 
management efforts: 1) gypsy moth, 2) tulip tree scale insect, 3) thousand cankers 
disease, 4) emerald ash borer, and 5) brown marmorated stink bug. Mr. Yaninek 
discussed the importance of having each position at the council filled, and reported that 
an industry representative has not been appointed. Mr. Marshall explained that the IISC 
has no regulatory powers and work with existing state agencies. 

Water Resources Management 

Ron Turco, Professor, Director of the Indiana Water Resources Research Center, and 
the Director of Purdue Water Community, provided information and data on the role 
and use of water in agricUlture, watershed systems, and water quality and quantity. He 

, discussed: (1) the ability of different types of soils to hold and deliver water, and stated 
that these are all represented in Indiana's geology; (2) the tlJr~~,typ~s of water (Le., 
green, blue aQcLgt" ter) and its uses; and, (3) the quanti(5t,':and CiQ9lity of the 
Wabash Wale,rsb, "urdue's monitoring program." {~~}:~"'~:"A~"' 

Prof. Turco als,,,,~ported ori"R;Urdue'~"~~~1~[re~p.orcesp'[9wa~~,i?ndJtcusseddata on 
pharmaceuticalS"~U,freshwate. ex'gt~!ned hO;;';' hum.?;Q~~'Qd a~m9]..1ltural· 'xLii> 

"'_Y~""·'-:"'''-''''''''",,"· " .••,,", ,',
pharmaceuticals ., er water sys sand preventip ,;YJfat~ies t6"yoid the 
contamination. -" , 

Tomas HOOk, Profes~Q!, Departm !;L;~()f .,,,,~stry a ,-j~e~~Qral Resources, Purdue 
University, and Purdue~pter Comn1:~:n,ity m~Wber, discussed the Illinois-Indiana Sea 
Grant Program (IISG) a'~a)the impo '''"Nce oftB'§ Great Lakes as the world's largest 
surface fresh water suppT~~.Iprofess 66k inf8'i-med the members that: (1) the IISG 
spent about $2 million fund)'P: .arch programs; (2) the IISG is 1 of 32 programs 
in the USA; and (3) the IISG;~t J., by the National Oceanic and Atmospheric 
Administration (NOAA). He d~scrlbed the efforts of IISG to: (1) reduce the spread of 
invasive species; (2) reduce the volume of pharmaceuticals entering into waterways; (3) 
help producers build aquaculture markets; and (4) help teacherscmeet science 
education standards. ProfessorH66k also explained the history and impact of various 
species affecting the Great Lakes. 

DNR Reports 

Mark Basch, Section Head, Department of Natural Resources (DNR), Water Rights 
Section, reported on DNR's water resources availability, management, and distribution 
programs. Mr. Basch discussed matters related to significant water withdrawal, 
emergency regulations, water supply contracts, and Indiana's water shortage plan. 

2
 



John Davis, Deputy Director, DNR, provided an update on the effect of the 2012 
drought on state owned properties. Among the effects noted are: (1) loss of certain 
business; (2) increased fish kills; and (3) problems with the use of fire hydrants. 

Effects of the 2012 Drought 

Chris Hurt, Professor, Agricultural Economist, Purdue Extension Service, provided 
information on the 2012 drought and its effect on Indiana's agricultural economy. Prof. 
Hurt also reported as follows: 

1) The 2012 drought will be one of the most expensive natural disasters 
since 1980. Yield losses in Indiana are estimated to be much higher than 
the national average. For example, estimated corn crop losses in Indiana 
are 40% but nationally losses are 25%; soy bean losses are 24% in the 
state, however, nationally the crop is down 18%. 
2) Forward pricing crops will hurt farmers this ciwught year. Livestock 

,J?rm~[§tyviJ! also be greatly impacted due to th.~'~fghe~~R9stof feed . 
. ,3):W'6i1e'~ti1)~hyear the net loss is high, over th.~~j?ng.teri'ii:Jnefederal crop 
iri$~rance 'pr()~r?m is actu:Clr,ially s()Mnql:>ec:pu§~{'tQf many'years, crop 
iri§.W.rance brou~ititin mor€r'femjQ'W:·iri·corr{~}.!han,",f.;;bat wa~~paid out. 
4) \l~g,iana prodJc~~.,8°o eetl1'a.nol in~"!g~:fpatio~~1f?ecaU9~.this year will 
not'~i~Jd enough erg"P, th .S. Envirpr;jment~liProte'@on Agency is 
consj~'~ring a reneW~~Je .§J.standar~iwaiver~~ffl·at wdlird reduce the 
amounfbr ethanol th""':-t ret!"uires to~~:;.produ2~d~next year. 

+',}',J?t· 
'~Jr;::~>\ 

Dr. Jack Wittman, Dir~9tor, Layne,,'. ro, . Jvision·ott.ayne Christensen, presented 
information pertaining to;ff}e effects of~usersiq()[l1petition for water on natural 
resources, municipalitiesi;grpwth, an,c;-"griculttfral uses. 

October 2, 2012 [Addition"~:i'6forR1a ion to be added after meeting.] 
;_.,>,;.... ':.:-.',.. 

Great Lakes Compact
 
Ron McAhron, DNR, provided and update about the Great Lakes Compact.
 

Sales Tax Exemption of Drainage Tiles 
The committee discussed testimony about the sales tax exemption of drainage tiles. 

IV. COMMITTEE FINDINGS AND RECOMMENDATIONS 

Recommendations, if any, to be added after October 2nd meeting. 
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WITNESS LIST
 

Mark Basch 
Section Head, Water Rights Section, DNR 
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Ron McAhron .. 
DeputY¢ 

Ron Turco·c ., '.. '''CCC .. ,: cO. 
Professor,\Dlrector, Indiah~>Wat~t ResourcesHeal"ch V"",'L"" 
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