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MINUTES OF THE _HOUSE = COMMITTEE ON _ASSESSMENT AND TAXATTON

The meeting was called to order by _Representative Jim Braden v at
Chairperson

—9:00 am/gxXon March 16 19__ in room 5195  of the Capitol.

All members were presentsexcepk

Committee staff present:
Wayne Morris, Research Department
Tom Severn, Research Department
Don Hayward, Revisor of Statutes' Office
Nancy Wolff, Secretary to the Committee

Conferees appearing before the committee:

Don Boyer, Operator/Producer
The meeting was called to order by the Chairman.

The committee discussed Senate Bill 15 which would amend the Kansas In-
heritance Tax Act to provide that the gross estate of a decedent dying after
December 31, 1982, shall include or '"recapture" for inheritance tax purposes,
gifts given within one year of death only when the donor retains control over
the asset given, or when the gifts made to any transferee have a value of more
than $10,000.

Representative Robin Leach made a conceptual motion that language be added
to clarify that the first $10,000 would not be "“recaptured" for inheritance
tax purposes. Only amounts over $10,000 would be included for inheritance
taxes. Representative Vancrum seconded the motion. The motion carried.

Representative Ken King made a motion that Senate Bill 15 be reported
favorably for passage as amended and Representative Avlward seconded the
motion. The motion carried.

The committee then held discussions on Senate Bill 16 which would bring
Kansas into conformity with the new changes in the federal tax law concerning
farms and closely held businesses.

Representative Robert Frev made a motion that Senate Bill 16 be reported
favorably for passage and Representative Leroy Frv seconded the motion. The
motion carried.

The committee held discussions on Substitute for Senate Bill 267 which
would impose a severance tax on the minerals which are severed from the earth
in Kansas.

Representative Robert Frey stated that in the testimony from the opponents
that a severance tax would cost people jobs, but he hasn't been able to deter-
mine how many jobs are going to be lost. He requested that the Research De-
partment check into the matter to determine the impact in terms of jobs lost:

Representative Erne requested some information as to fiscal impact if a
two barrel exemption were allowed on wells from 0 - 2,000 feet and a three
barrel exemption being allowed for wells of 3,000 feet on down.

Representative Vancrum requested that staff put together some kind of
sheet showing computation of what the revenue loss is expected from new wejil
exemptions. He stated that he had a real problem believing that only 9.7%
of production would be new well production and, in addition, what additional
revenue is derived from taxing royalty interests.

Representative Barkis stated that unemployment, cost of money, interest
rates are all playing an important part in our current economy. He stated
that he felt the State should encourage people to develop new leases. He
requested staff to research to see if any other state has a system to exempt
new reservoirs now previously tapped so that some provision can be made for
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new production on new leases. He also stated that he would like some infor-
mation relative to the possibility of a ten-acre lease that had definite
formations which would indicate oil. In other words, information with re-
gards to possible ways to encourage exploration. Representative Barkis also
requested information as to the constitutionality of not including royalty
owners under the provisions of Substitute for Senate Bill 267.

Representative Leach stated that he could see all kinds of problems with
incentives and requested information on how to determine which is an old well
and which is a new well. Also, how to tell which o0il is going to be subject
to a severance tax. Don Boyver, a producer/operator from southeast Kansas
was in attendance at the meeting and he stated that a barrel test is the only
way to make this determination. By utilizing a barrel test, a formula can be
applied to determine what a well will produce over a 24 hour period.

Representative Jayne Aylward requested the Reserach Department locate
figures on what a severance tax on salt would be if it were assessed to the
unrefined product rather than the refined product. Tom Severn replied that
if the state were to tax all salt at the price of rock salt, the state would
have a measure of value as the salt comes out of the mine. By utilizing
those prices, the state would raise $1.4 million as opposed to $5.0 million.
There are some problems with utilizing those figures as much of the salt is
pumped from the earth as brine. The committee could also consider levying a
tax of so much per barrel on all brine.

The meeting was adjourned.
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