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DEVELOPING RECREATIONAL FACILITIES
AT HILLSDALE RESERVOIR

Summary of Legislative Post Audit's Findings

What authority and responsibility does the State Park and Resources
Authority have in the development of recreational facilities at State parks? The
Kansas Legislature has established 23 State parks in Kansas, including one at
Hillsdale Reservoir. Hillsdale State Park is one of two State parks without
developed campgrounds and picnic areas. The State Park and Resources
Authority has the responsibility to develop public recreational facilities at
State parks, within appropriations made by the Legislature. To date, the
Legislature has not appropriated funds for Hillsdale. As a result, the Authority
has not contracted with the Corps of Engineers to develop recreational
facilities at Hillsdale.

The federal government will provide up to 50 percent of the funds
required to develop public-use recreational facilities at Hillsdale Reservoir.
Under recent changes in federal policy, however, the State or local government
sponsor must commit all of its matching funds at the beginning of the project.

What recreational facilities have been developed to date at Hillsdale
Reservoir, and what plans does the Authority have to develop and fund additional
recreational facilities? The Corps of Engineers has put in two single-lane boat
ramps and five toilets at Hillsdale Reservoir. These minimal facilities are the
only ones the Corps can build without matching funds from a non-federal
sponsor. The Corps has detailed plans for developing recreational facilities at
Hillsdale once matching funds are provided.

Unless funds are raised through revenue bonds or private funding is used,
the Park and Resources Authority generally cannot develop facilities at
Hillsdale State Park until funds are appropriated by the Legislature. As in
previous years, the Authority is requesting $500,000 to begin development at
Hillsdale State Park in fiscal year 1986. Park and Resources Authority staff
has estimated that the State would have to provide a total of $1.5 million in
matching funds to develop a minimally operational State park at Hillsdale.

What are the ramifications of using private funding to develop public
recreational facilities at Hillsdale Reservoir? A developer from Spring Hill has
proposed to invest at least $3.0 million for the development of public-use
recreational facilities at Hillsdale Reservoir. The developer believes that
facilities such as a marina, two restaurants, and a private club would generate
enough revenue to offset the investment. The developer has indicated that he
wants to work with the City of Spring Hill rather than with the State Park and
Resources Authority, To clear the way for this developer's proposal, the
Legislature would have to remove the current Hillsdale State Park areas from
the State park system.

The audit report summarizes the advantages and disadvantages of private
funding of recreational development at Hillsdale, and provides information
about how other states have developed their state parks. The auditors
concluded that the Legislature needs more information from both the City of
Spring Hill and the Park and Resources Authority before considering whether to
remove land from Hillsdale State Park.







DEVELOPING RECREATIONAL FACILITIES
AT HILLSDALE RESERVOIR

At its meeting on August 27, 1984, the Legislative Post Audit Committee
directed the Legislative Division of Post Audit to conduct a performance audit
of the development of recreational facilities at Hillsdale Reservoir. Located in
Miami County, about 10 miles south of Olathe, the lake and its surrounding
lands have been part of the State park system since 1981. The reservoir was
completed by the Army Corps of Engineers in 1982, at a cost of $61 million, but
it has been developed very little since then.

This audit was requested to address concerns about the current lack of
recreational facilities, and about the ramifications of private funding for their
development, at Hillsdale Reservoir. Recently, a private developer from the
nearby city of Spring Hill proposed to develop public-use recreational facilities
at Hillsdale.

The audit addresses three main questions:

1. What authority and responsibility does the State Park and Resources
Authority have in the development of recreational facilities at State
parks? '

2. What recreational facilities have been developed to date at Hillsdale
Reservoir, and what plans does the Park and Resources Authority
have to develop and fund additional recreational facilities?

3. What are the ramifications of using private funding to develop
public recreational facilities at Hillsdale Reservoir?

To conduct the study, the auditors reviewed Park and Resources Authority
budgets, statutes, and regulations. They also interviewed officials of the
agencies and private groups concerned with development at Hillsdale. The
auditors toured the site and attended a September 10 meeting held by an Energy
and Natural Resources subcommittee to solicit public input on the issues
surrounding development at the lake.

What Authority and Responsibility Does the State
Park and Resources Authority Have in the Development of
Recreational Facilities at State Parks?

To date, the Legislature has established 23 State parks in Kansas. All are
located near a federal reservoir or some other kind of lake. In general, each
park is supervised by a park manager, who coordinates maintenance and
enforcement of regulations in the park. Parks are staffed by park rangers, park
technicians, and other personnel. A typical State park contains a number of
boat ramps, toilet facilities, a swimming beach, camper hookups, and showers.
Many parks also have marinas, and a few have overnight cabins. The parks
generally have a road system and at least rudimentary provisions for sewage




disposal.

The map and table below show the location of each park and the

facilities currently available. As the table shows, all the parks except Hillsdale
and Sand Hills State Parks have developed campgrounds and picnic areas. The
next sections discuss the role of the Park and Resources Authority and the
federal government in developing recreational facilities in Kansas.

STATE PARKS AND THEIR FACILITIES
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Acres Acres Lin. Ft. Utilities Electricity Utilities  And Vault Bldgs. Lanes Tables Grills
Kanopolis 38 61 1,200 100 EL 15 19 2 5 450 111
Fall River 15 24 600 20 U5 0 4 1 6 176 40
Toronto 23 0 800 130 47 15 9 4 6 391 63
Tuttle Creek 61 40 1,000 150 128 12 18 4 11 587 319
Cedar Bluff 17 by 400 110 101 10 6 2 16 351 150
Pomona 53 14 300 160 94 37 6 4 7 591 193
Crawford 4 11 200 50 60 0 1 1 2 30 94
Cheney 72 43 400 130 165 0 4 7 20 543 397
Webster 26 39 200 30 60 0 5 1 5 231 37
Wilson 17 19 200 12 104 0 2 2 3 250 96
Lovewell 10 32 200 30 63 0 4 2 5 306 140
Meade 2 3 300 25 32 0 2 1 1 130 75
Milford 65 78 500 151 86 32 3 2 10 509 253
Prairie Dog 17 29 300 50 42 0 6 1 3 183 94
Lake Scott 6 13 200 10 60 0 10 1 1 205 140
Perry 32 28 500 190 82 0 4 3 15 402 297
Elk City 36 27 300 130 60 0 9 2 3 250 157
El Dorado 1,040 411 200 269 208 78 7 7 14 1,196 654
Glen Elder 29 20 0 100 140 0 9 2 4 454 151
Melvern 50 10 400 100 200 0 4 3 18 340 210
Clinton 200 10 500 241 205 0 17 5 16 600 300
Sand Hills 0 0 0 0 0 0 6 0 0 25 0
Hillsdale 0 0 0 0 0 0 5 0 2 0 0
Average: 78.8 41.6 378.3 95.1 90.3 8.7 7.0 2.5 7.5 356.5 172.7




Statutory Powers of the Authority

The State Park and Resources Authority was created for the purpose of
"conserving and planning the development of the natural resources of the state,
and of providing for their use and enjoyment." (K.S.A. 74-4501) The Authority
is also empowered by statute to develop public recreational facilities at the
parks under the jurisdiction of the Authority. These facilities are developed
according to an official State plan, the State Comprehensive Outdoor Recrea-
tion Plan, which is created and periodically updated by the Authority.

The Authority may recommend to the Legislature the location of each
park to be established, and may determine the location, design, and construc-
tion of all property under its jurisdiction. K.S.A. 74-4509 gives the Authority
the ability to issue bonds for specific projects, payable solely from the fees and
other revenues of the Authority. State law also empowers the Authority to
operate, rent, or lease any park facilities, provided that the lease is not for
more than a 25-year period.

A 1972 law gives the Authority the power to construct and operate, or
cause to be operated, a vacation resort for public use. To finance such a resort
project, the law authorizes issuance of revenue bonds to a maximum of $10
million, with a maximum 40-year period of maturity. The bonds must be
financed solely from Park and Resources Authority revenues. The bond-issuing
powers granted to the Authority under this statute have never been used.

In practice, many of the Authority's powers are often tempered by such
other considerations as the wishes of park users, available funding, and the
federal agencies controlling the reservoirs where most State parks are located.

The Federal Government Plays a Major Role
In Financing and Building Most State Parks

Typically, development of a new State park begins with construction of a

federal reservoir. Both the Bureau of Reclamation and the Army Corps of .

Engineers have built reservoirs in Kansas for flood control, water management,
reclamation, and recreational purposes. Nineteen of the 23 State parks are
constructed around reservoirs built by the Corps of Engineers or the Bureau of
Reclamation. The lakes thus created, and the lands around them, are owned by
the federal government.

The federal government provides cost share funds for the development of
recreational facilities. The Federal Water Project Recreation Act, enacted in
1965, allows the federal agency that built the lake to make 50 percent cost
share funds available to the State or to any other non-federal governmental unit
for the development of public-use recreational facilities around these lakes.
The two parties execute a contract, in which the federal agency agrees to
supply 50 percent of the funding and to perform the actual construction. The
other party agrees to pay its half of the project's cost and to assume
responsibility for maintaining and operating the developed areas for the life of
the project.

Planning for a State park begins with the federal agency responsible for
building the reservoir. The Corps of Engineers or the Bureau of Reclamation
develops a master plan for the site, laying out the general location of
campgrounds, boat ramps, marinas, and other types of facilities. Deviations
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from this master plan, such as moving a campground to another site, must be
approved by federal officials. According to Park and Resources Authority
staff, requests for such changes are usually approved.

The order of construction of particular facilities can be largely controlled
by the State or other non-federal sponsoring agency. In contracting with the
Corps of Engineers for the development of a State park, the Park and Resources
Authority can specify which features of the master plan the State agrees to
fund, after submitting these funding priorities to the Governor and Legislature
for consideration. Authority funding requests are based in part upon the advice
of park managers, who make their recommendations from comments of park
users and their own observations of facility use.

Recent changes in federal policy require cost share funds to be fully
committed before recreational facilities will be built. Until recently, the State
has been able to pledge its matching money over a number of years, subject to
appropriation by future legislatures. The Legislature is generally prohibited
from committing future legislatures to particular expenditures, but can make
appropriations for capital improvement projects up to three years beyond the
current year. The recently completed El Dorado reservoir was the last Corps
project in Kansas to receive Congressional authorization under the old matching
system.

In the late 1970s, the federal government changed its requirements for
cost share funds. Previous requirements permitted a reimbursement over 50
years. The non-federal sponsor is now required to commit all cost share funds
at the beginning of the project. Corps officials said that, with up-front
financing, the federal government would try to complete a park area within two
to three years. Hillsdale Reservoir is the first Kansas reservoir to be affected
by this change in federal policy.

What Recreational Facilities Have Been Developed To Date
At Hillsdale Reservoir, and What Plans Does the Authority Have to
Develop and Fund Additional Recreational Facilities?

Hillsdale Reservoir was authorized by Congress in 1954 as part of a
comprehensive flood control program for the Osage and Missouri River basins.
Funds for construction were appropriated in 1973, and actual construction
began in 1976. The reservoir was completed in 1982 by the U.S. Army Corps of
Engineers at a cost of $61 million. h

In 1981, the Kansas Legislature created Hillsdale State Park. The
legislation placing the park under the control of the Park and Resources
Authority did not specify the boundaries of the Authority's jurisdiction. In
effect, the law gave the State an option on all the recreational lands
surrounding the Reservoir, and allowed the Authority to begin detailed negotia-
tions with the Corps of Engineers.

In 1984, legislation was signed into law which specified the boundaries of
Hillsdale State Park. The park presently comprises three areas: the Jayhawker
area, the North Tecumseh area, and the South Tecumseh area. (See the map on
page 5).
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To Date the Legislature Has Not Funded the Authority's Requests
To Finance Recreational Development at Hillsdale

Beginning in 1982, the Park and Resources Authority requested $500,000
for the development of recreational facilities at Hillsdale. This request was not
funded by the Legislature, at least partly because of the State's fiscal situation
that year. Similar development funding requests have been denied in each
succeeding year. Due to this lack of funds, the Authority has not contracted
with the Corps of Engineers to develop recreational facilities at Hillsdale.

The Corps of Engineers, as owner of the lake property, has put in minimal
facilities to provide for public health and safety. Hillsdale Reservoir currently
has two single-lane boat ramps and five outhouse-type toilets. According to
Corps officials, these are the only installations they are authorized to make
without matching funds from a non-federal governmental unit. As noted
earlier, the federal government is now requiring that these cost share funds be
committed prior to construction of recreational facilities.

The Corps of Engineers Has Detailed Plans for Developing Recreational
Facilities at Hillsdale, Once Cost Share Funds Are Provided

The Corps' master plan for the Hillsdale Reservoir details the facilities
the Corps believes would be of value to park users. The table below lists the
principal items proposed by the Corps for the Tecumseh and Jayhawker areas,
the areas which now constitute Hillsdale State Park:

North &
South

Planned Jayhawker Tecumseh
Facilities Area Areas Total
Miles of Road Improvements 2.3 4.4 6.7
Auto Parking Spaces 630 155 785
Boat-Trailer Parking Spaces 100 50 150
Boat Ramp Lanes 3 2 5
Courtesy Dock 1 1 2
Water Fountains 5 15 20
Washhouses - 2 2
Restrooms 2 3 5
Bathhouse 1 - 1
Beach 1 - 1
Deck 1 - 1
Group Shelters 1 2 3
Children's Play Areas 1 1 2
Picnic Units 75 120 195
Picnic Shelters 2 2 4
Camping Spaces - 215 215
Camp Kitchens - 40 40
Campground Play Areas - 2 2
Fishing Docks - 3 3

The Corps of Engineers estimates that building all the above facilities
would cost approximately $6.4 million (at October 1983 price levels), with half
of that total to be provided by the non-federal sponsor. The Park and




Resources Authority staff estimates that the State would have to provide a
total of approximately $1.5 million in cost share funds to develop a minimally
operational State park at Hillsdale Reservoir. Authority officials indicated to
the auditors that they would, within the available funding, contract for
construction of a mix of facilities to accommodate as many park visitors as
possible. The Authority has not yet planned the exact number or placement of
facilities at Hillsdale State Park.

There Appears to be Public Interest in
Developing Recreational Facilities at Hillsdale

On September 10, 1984, a subcommittee of the Special Committee on
Energy and Natural Resources held a public meeting at the reservoir site about
the recreation situation at Hillsdale. At that meeting, many potential park
users said they thought that the State should undertake development at
Hillsdale, but that development by any party was preferable to no development
at all. Two considerations seemed to be uppermost in the minds of the
conferees. First, there is a large potential group of users for the reservoir and
the State park. The Corps of Engineers has projected that 1.6 million people
would ultimately visit the reservoir each year, if it were fully developed.
Second, a safety hazard exists while the park remains undeveloped. Not only is
there little patrol or security at the lake, but the two current boat ramp lanes
are insufficient to get all boats out of the water quickly in the event of a
storm,

There Are Limited Options For State Funding at Hillsdale

The Park and Resources Authority is generally constrained to pay for
development and maintenance at State parks with either general fund appropri-
ations or park system revenues. As in the last two fiscal years, the Authority
has again requested a $500,000 general fund appropriation for fiscal year 1986
to begin development of recreational facilities such as boat ramps, parking lots,
roads, and a swimming beach at Hillsdale. The Authority's budget request
points out that some of these facilities should be constructed before the lake
rises to its multipurpose level. The $500,000 request for Hillsdale State Park is
listed as priority 33 of 41 capital improvement items in the Authority's fiscal
year 1986 budget request. In addition to this $500,000 request for capital
improvements, the Authority is requesting $343,000 in fiscal year 1986 to
provide staff and equipment for Hillsdale State Park.

Authority officials state that their goal is to fund 50 percent of park
system operation costs with park revenues. In fiscal year 1984, total revenues
of $1,652,387 paid for 44 percent of the park system's $3,745,028 operating
costs. This disparity between park system revenues and expenses could hinder
the Authority in exercising its only other funding option. K.S.A. 74-4518
empowers the Authority to issue revenue bonds to fund park development,
payable solely from the revenues of those developments. Under this law, bonds
could be issued to fund the State's share of construction costs, and the bonds
could be serviced using the facilities' revenue. However, while Authority staff
believe that a bond issue could be made under certain limited circumstances,
such a strategy does not address the larger issue of funding the sewers, utilities,
or road improvements needed to support user facilities. Including these items
would drastically increase the amount of bond money needed for construction,




and would not produce any additional income to service the bond debt.
Therefore, funding of electric lines, sewers, and road improvements for a
campground or similar revenue-producing facility would probably still require
cost share funds from another source.

What Are the Ramifications of Using Private Funding to
Develop Public Recreational Facilities at Hillsdale Reservoir?

If the Legislature does not fund the construction of recreational facilities
at Hillsdale State Park, there is currently an option for developing those
facilities without State funds. A developer from Spring Hill has proposed to
invest at least $3.0 million for the development of public-use recreational
facilities at Hillsdale Reservoir.

In discussions with the auditors, the developer indicated he was prepared
to commit an estimated $1.5 million for development of public-use facilities in
the Jayhawker and Tecumseh areas. This money would be matched by an equal
amount from the Corps of Engineers. The Corps would provide for construction
of the basic recreational facilities that could be built with $3.0 million. These
facilities include roads, utilities, toilets, a swimming beach, camping areas,
boat ramps, and parking areas.

The developer said he would also commit another $1.5 million for
development of revenue-producing facilities such as a marina, two restaurants,
and a private club. The developer expects that, over a period of time, these
facilities would generate enough revenue to offset the investment. At a later
stage, the developer would consider adding such other resort facilities such as a
small lodge, tennis courts, and an ice-skating rink. The construction of these
facilities, and the fees to be charged to the public for using them, would have
to be approved by the Corps of Engineers.

The developer's proposal would not lead to the kind of resort that would
accommodate large conventions. In this sense, the proposal for Hillsdale is not
as large as the facilities being considered at El Dorado and Clinton Lakes.
Residents from the cities of El Dorado and Lawrence have appeared before the
Special Committee on Energy and Natural Resources, indicating that their
areas could support larger resort developments.

The Developer Wants to Work With Spring Hill
Rather than the State

The developer's proposal for developing Hillsdale Reservoir could feasibly
be implemented by the Park and Resources Authority, working in conjunction
with the Corps of Engineers. The Corps can contract with any legally
constituted public body--a state, county, or city government--to share recrea-
tional development costs. Under this contract, the governmental unit would
have to comply with Section 221 of the Flood Control Act, which constitutes an
unequivocal promise to pay its share of the costs.

However, the developer does not want to work directly with the Park and
Resources Authority; instead, he wants to work with the City of Spring Hill,
which would be the governmental unit working directly with the Corps. In
conversations with the auditors, the developer said he believed that decisions
could be made and implemented more quickly at the local level than at the
State level.




As long as the Jayhawker and Tecumseh areas are part of Hillsdale State
Park, Spring Hill could not sign a contract to lease the areas from the Corps of

Engineers.

Thus, the Legislature would have to remove the Jayhawker and

Tecumseh areas from the State Park system to clear the way for this
developer's proposal.

In summary, the following sequence of events would have to occur to
implement the developer's proposal.

L.

The Legislature would have to repeal K.S.A. 1984 Supp. 74-4550,
which designates the Jayhawker and Tecumseh areas as Hillsdale
State Park.

The City of Spring Hill would have to enter into an agreement with
the private developer to assure that $1.5 million would be available
for construction of basic park facilities at Hillsdale Reservoir.

The Corps of Engineers would have to review, and possibly revise,
the master plan for Hillsdale Reservoir to ensure that it is con-
sistent with the plans of Spring Hill and the developer.

The City of Spring Hill would have to enter into a contract with the
Corps of Engineers. The City would promise to pay for half of the
basic park facilities, and to operate and maintain the park for the
life of the project. The Corps of Engineers would agree to provide
the other half of the funds required for the basic facilities, and
would give the City a long-term lease for the Jayhawk and Tecum-
seh areas.

The City of Spring Hill would have to commit the full $1.5 million to
the Corps "up front" prior to any construction of the basic facilities.
Depending upon federal policy decisions, the City might only have to
put up funds to match annual federal appropriations for Hillsdale as
they become available.

The Corps of Engineers would have to seek appropriations to match
the $1.5 million provided by Spring Hill for basic recreational facili-
ties. If the contract between the Corps and the City was executed
in fiscal year 1985, the earliest the Corps could request funds would
be in its fiscal year 1987 budget. However, if Congress showed
interest in the unique aspects of the Hillsdale project, federal funds
could become available prior to fiscal year 1987.

The actual construction of the basic park facilities could be done by
the Corps of Engineers (under federal bidding regulations) or by the
City of Spring Hill. Because the project is on federal land, federal
standards and wage rates would apply to the construction work.

The City would have to sublease the recreation areas to the
developer for a period of 25-50 years. The developer would build
the marina, restaurants, private club, and any other resort facilities
at his own expense, subject to the Corps' approval. All prices or
fees to be charged for use of the recreation facilities, for meals
served in the restaurant, or for any other goods or services, would
have to be approved by the Corps as well.




Once the facilities were constructed, Spring Hill would be responsible for
operating and maintaining the recreational facilities for the life of the project.
This responsibility would include providing all utilities, mowing, maintaining
roads, repairing and replacing facilities, and providing police and fire protec-
tion in the park areas. Funds for these purposes would come from the
developer, who has indicated he would pay the City a percentage of the
revenues collected from park users.

Private Funding of Recreational Facilities at Hillsdale
Would Have Advantages and Disadvantages

The obvious advantage to the State of Kansas under this proposal is that
Hillsdale Reservoir would be developed for public recreation without the use of
State funds. This situation would be unique in Kansas. The Authority does have
contracts with private firms and individuals for operation of marinas at 10
State parks. And under these contracts, the State receives a percentage of the
gross revenues from the facilities. But these facilities were built as part of the
State parks, and the Park and Resources Authority maintains control and
responsibility over them. If Hillsdale were removed from the State park
system, the State would have no administrative or oversight responsibilities at
the lake. The State also would have no liability for any problems that might
occur for the City of Spring Hill or the developer.

Another advantage of the Spring Hill proposal is that the State would not
have to pay for operation and maintenance of the park. None of the current
State parks generate enough revenue to cover their operating expenses.
Statewide, park revenues amounted to only 44 percent of their operating costs
in fiscal year 1984.

A major disadvantage of the Spring Hill proposal is that the State would
give up all control over the property which is now Hillsdale State Park. The
State could not simply reacquire this land after the City and the Corps had
signed a contract, unless all parties agreed to let the State assume the City's
obligation to operate and maintain the park.

Neither the City nor the developer has prepared a written plan for
implementing the proposed development at Hillsdale Reservoir. The City has
not yet determined whether the developer's plans can legally be implemented.
For instance, in transferring funds from the private developer through the City
treasury, then to the Corps, the City would have to comply with the cash basis
law and the budget law. The cash basis law prohibits a city from creating a
debt in excess of funds on hand in the city treasury for the purpose of the
expenditure. The budget law prohibits the city from creating a debt in any fund
which would exceed the amount budgeted for the fund in that year.

Other States Use Different Methods for
Development of State Parks

The auditors contacted park and resources agencies in other states to
determine how recreational facilities have been developed and operated. The
four surrounding states were contacted, as well as Ohio, Arkansas, Illinois, West
Virginia, and Iowa.
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All the states the auditors contacted made some use of private firms,
from simple concessionaire contracts similar to those used in Kansas for
management of marinas and camp stores, to complete private building and
management of whole resort facilities. Many of these resorts include restau-
rants, lodges, tennis courts, golf courses, and meeting rooms.

Arkansas, lowa, Colorado, Oklahoma, and West Virginia generally build,
own, and manage their own recreational facilities. Ohio builds recreation and
lodge development with state funds, and then leases the operations to private
firms for management. In the cases of Illinois, Nebraska, and Missouri, private
firms build and operate facilities on state land, for which the states collect a
percentage of the companies' revenues.

Officials in the states the auditors contacted cited a number of advan-
tages and disadvantages to their systems. For example, a park official in West
Virginia, a state with both state-managed and privately-managed park facili-
ties, observed that the state-run lodge is not profitable, while the privately-run
lodge as a rule does make money. The official attributed this difference to the
more efficient staffing practices by the private concern.

The state lodge system manager in Oklahoma said that resorts in that
state's parks just break even. He attributed the lack of profit in those
facilities, all of which are run by the state, to the fact that the lodges are
staffed by civil service employees who are employed all year long. Because
the lodges have high occupancy only in warm months, the lodges are chronically
overstaffed the rest of the year.

The auditors concluded that each of the systems reviewed can be
workable, depending on the circumstances and laws of the individual state.
Some states take the approach that a private firm should be allowed to make
whatever profit is to be made, and should take the commensurate risk. In these
cases, the state takes a percentage of revenue, and retains overall control
through its lease agreement. In other states, the view seems to be, as one park
agency manager told the auditors, "if there is a profit to be made, let the state
make it and lighten the tax load." In these cases, in exchange for running of the
facilities and taking the risk of losing money, the state may realize more
income than it could through merely taking a percentage of a concessionaire's
gross revenues. The state, by running its own facilities, also keeps total control
of the operation.

The Legislature Needs More Information Before Considering
Removal of Land from Hillsdale State Park

Neither Spring Hill nor the developer has prepared a written plan for
implementing the proposed development at Hillsdale Reservoir. Also, the
auditors found that the City has not done any detailed analysis of the financial
and legal pitfalls that could prevent or delay completion of the development.
These potential obstacles become more important in view of the difficulty of
bringing the Hillsdale park areas back under the State system once control is
relinquished. The auditors concluded that the problems faced by the Spring Hill
proposal should be examined, and solutions found, before the State gives up its
claim to the park lands. '

L1.




Whether Hillsdale Reservoir is developed with public or private funds,
both of the major funding options now under consideration envision a $3 million
initial development. One-half of this total would be supplied by the federal
government. Therefore, the total amount of initial park development is likely
to be about the same, whether the State or Spring Hill acts as the sponsor.
However, it is possible that the placement or type of facilities could vary
substantially, depending on who funds the development. And, although both the
developer and the Park and Resources Authority staff state that they will
follow the Corps master plan, the sponsoring group can still exercise consider-
able control over the final nature of the development.

Recommendations

1. The City of Spring Hill should prepare and submit to the
Special Committee on Energy and Natural Resources a de-
tailed written plan for funding the initial development of
recreational facilities at Hillsdale Reservoir, and for future
operation and maintenance of the recreational areas. The plan
should also specify the number of each type of recreational
facility and the general locations to be developed.

2.  The Park and Resources Authority should prepare and submit
to the Special Committee on Energy and Natural Resources a
written plan detailing the number of each kind of recreational
facility and the general locations to be developed if the State
were to finance recreational development at Hillsdale Reser-
voir. The Authority's plan should also include revenue and cost
projections for the operation of Hillsdale State Park, assuming
the State invested a total of $1.5 million for recreational
development.

12.
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THE STATE OF KANSAS

THE KANSAS STATE PARK AND RESOURCES AUTHORITY
503 KANSAS AVENUE, P. O. BOX 977
Phone (913) 296-2281

TOPEKA, KANSAS 66601
October 8, 1984

Ms. Meredith Williams

Legislative Post Auditor
Legislative Division of Post Audit
Mills Building

Topeka, Kansas 66612

Dear Meredith:

Your courtesy in providing me a copy of your audit "Developing Recreational
Facilities at Hillsdale Reservoir" is sincerely appreciated. We concur

in the observations and recommendations made in the Hillsdale report. We
suggest for clarification additional information as to the developer costs

of recreation facilities for marinas, restaurants and private clubs. The
report is silent on the total financial responsibility of the developer

on these types of facilities. We suggest an amendment to the second sentence
of paragraph eight on page nine to illustrate the point "the developer would
build the marinas, restaurants, private clubs and any other resort facilities
at his full 100% expense". These facilities would be approved by the Corps
of Engineers.

Please note the connotation is the Corps of Engineers will match the cost of
recreation facilities and our above suggestion simply underscores that policy
is true as it relates to general recreation facilities but not true when it
comes to marinas and other revenue producing facilities operated by the
developer for profit. The above recommendation is not necessarily good
sentence structure merely i#s offered as clarification.

If we can be of further assistance, please do not hesitate to contact us.

Sincerely,

/WM
Lynn Burris, dJr.
Director

LBjr:bam
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DEPARTMENT OF THE ARMY
. KANSAS CITY DISTRICT. CORPS OF ENGINEERS
700 FEDERAL BUILDING
KANSAS CITY. MISSOURI 64106
October 5, 1984

REPLY TO
ATTENTION OF:

Special Studies Branch
Planning Division

Mr. Meredith Williams
Legislative Post Auditor
109 West 9th Street

Mills Building, Suite 301
Topeka, Kansas 66612

Dear Mr. Williams:

We have received the draft of Developing Recreational
Facilities at Hillsdale Reservoir enclosed with your letter of
September 28, 1984. The following comments apply to highlighted
portions of the enclosed copy of the draft.

It is suggested that the terms matching funds should be changed
to cost share funds and Reservoir should be changed to Lake through-
out the report. Cost share is the proper legal term. Public Law
89-72, Sec. 2{(a)(3) briefly states that not more than one-half of
the recreation costs shall be borne by the United States.

Page 4, 2nd paragraph under paragraph heading "Recent changes
in federal policy require matching (cost share) funds to be fully
committed before recreational facilities will be built.” The
paragraph is not completely accurate. Suggested wording is as
follows:

In the late 1970's, the Federal Government changed its
requirements for cost share funds. Previous requirements permitted
a reimbursement over 50 years. The non-Federal sponsor is now
required to commit all cost share funds at the beginning of the
project. With up front financing, the Federal Government would
strive to complete a park area within a 2-3 year period. Hillsdale
Reservoir (Lake) is the first Kansas reservoir to be affected by
this change in Federal policy.

Page 6, 2nd paragraph, 2nd sentence, suggest changing to — The
area designated (no lease as yet has been signed) as Hillsdale State

Park currently has one single-lane boat ramp and two vault toilets.
NOTE: One boat ramp and three vault toilets are located outside of

the proposed Hillsdale State Park area.
Page 8, suggest adding the following paragraph before the

section "The Developer Wants to Work With Spring Hill rather than
the State”.
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The Corps of Engineers would contract only with a legally
constituted public body. The public body would also comply with
Section 221 of the Flood Control Act of 1970. The 221 agreement is
an unequivocal promise to pay.

Page 9, paragraph No. 6, second sentence. The Kansas City
District cannot commit the Corps to requesting funds for FY 87,
Suggest the second part of the senteunce read, "the earliest the
Corps could request funds would be in its FY 87 budget.”

Page 9, paragraph No. 6, last sentence. Request that the
phrase "according to Corps officials” be deleted. The Corps cannot
encourage circumvention of the administrative budget process.

Please advise Mr. Bill Landahl at (816) 374-3062 if additional
information is desired.

Sincerely,

Philip L. Rotert
Chief, Planning Division

Enclosures
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