Approved April 23, 1983
Date

MINUTES OF THE HOUSE COMMITTEE ON ASSESSMENT AND TAXATION

Representative Jim Braden
Chairperson

The meeting was called to order by at

“_%199__anm%¥%(nl March 28 19§§h1nmnlfﬂftfi__oftm3CmﬁmL

All members were present ék¥epE:

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:

The meeting was called to order by the Chairman.

The committee discussed Substitute for Senate Bill 267 which would
impose a severance tax on the minerals severed from the earth within the
state of Kansas.

Representative IL.. Frv made a motion that Senate Bill 267 be amended by
removing the elements of salt and coal from the bill. Representative Lowther
seconded the motion.

Representative Wunsch made a substitute motion to amend Senate Bill 267
by the amendments set forth in the attached (Attachment I). Representative
Crowell seconded the motion. The motion failed. Representatives Wunsch,
Aylward, Lowther and King voted "Yes'".

Representative Rolfs made a substitute motion that Senate Bill 267 be
amended according to the attached. (Attachment IT) Representative Jarchow
seconded the motion. The motion carried. Representatives Wunsch, Crowell,
King, R. Frey, and Aylward voted "No".

Representative King made a motion to amend Senate Bill 267 with respect
to the attached (Attachment ITII), which would impose an 8% tax with respect
to o0il and a 4% tax with respect to gas and would allow a dredit, in the case
of 0il, equal to the county wide average of ad valorem property taxes on oil
producing property. Representative R. Frey seconded the motion. The motion
fajled. Representative. Wunsch voted "Yes'".

Representative V. Miller made a motion that Senate Bill 267 be reported
favorable for passage as amended and Representative Erne seconded the motion.

Representative King made a substitute conceptual motion that Senate Bill
267 be amended on page 4 so that in no case shall such tax on the production
of 0il or gas removed from any lease or production unit equal or exceed an
amount egual to 90% of the net income attributable to the o0il or gas severed
and produced from such lease or production unit during the period for which
the tax is being paid. {(Attachment IV) Representative Lowther seconded the
motion. The motion failed. Representatives Lowther, Wunsch, King and R. Frey
voted "Yes".

The Chairman then called for the vote on the original motion that Substi-
tute for Senate Bill 267 be reported favorable for passage as amended. The
motion carried. Representatives Crowell, Wunsch, Roe and Spaniol voted "No".

The meeting was adjourned.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim, Individual remarks as reported herein have nat
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page _.J_-___ Of [,
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[As Amended by Senate Committee of the Whole]

Seaslon of 18483

Substitute FOR SENATE BILL No. 267

By Committee on Assessment and Taxation

2-28

0017 AN ACT relating to taxation; imposing a-te-upen-thoeprivilego-of

W--3/28/83

0018  woveringosal-foalt]/0il and gas fromn the earth or water of the

o019 state; providing for the levy and collection of such taxes and
0020 the administration and enforcement of the provisions of the
0021 act; prescribing penalties for violations thereof and providing
o022 for the use and disposition of revenues derived therefrom.

0023 Be it enuacted by the Legislature of the State of Kansas:

0024 Section 1. As used in this act, unless the context clearly

0025 requires otherwise, the following words and phrases shall have

0026 the meanings ascribed to them herein:

0027 (a) ““Barrel” for oil measurement means a barrel of 42 U.S.

o028 gallons of 231 cubic inches per gallon, computed at a tempera-

0029 ture of 60 degrees Fahrenheit.

0030 b} —Conl"wmeans i mposed-predominuntly—ofs
0031 hydrocarbons-in—a—solid-stato.

an excise tax upon the production of

w32 e “Director” means the director of taxation.

0033 4 Enhenced-recovery—methodsmoans—meothods—of-sup-
0034 WWWMMW&HMWMQW&W
0035 <« 3

0036 MW&H&M@&—&%WWMM
0037 suohi-othortochniquos-as—uso-oithermulstimulution—the-vse-ol

0038 Hriekeners—in—the—fluidiinjocted—and—tho—use—of-misciblo—dis
0039 placementiluide

(b)

0040  {e}¥ “Cas” means natural gas taken Irom below the surface of
o041 the earth or water in this state, regardless of whether from a gas
212 well or from a well also productive of oil or any other product.

(c)

0043~ “Ciross value” means the sale price of oil or gas at the time
o044 of removal of the oil or gas from the lease or production unit sk

0045 with-rospoetto-costfendsalt]-thosuleprico-vhorontruotionand-

k. T
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16 -preparation-for-shipment-feobmine; and if eoal—fsaltsF oil or gas \/

is exchanged for something other than cash, or if no sale occurs at
the time of removal or if the relation between the buyer and the
selleris such that the consideration paid, if any, is not indicative
of the true value or market price, then the director shall deter-
mine the value of the eeul—fsaltF oil or gas subject to tax, based
on the cash price paid to producers for like quality coalfsaltd-oil
or gas in the vicinity of the well er-mine at the time of the
removal of the eoat-fsaks} oil or gas from the lease or production
unit vr-mine.

0047
0048
0049
0050
0051
0052
0053
0054
0055

If no sale of gas occurs at the time of
removal, then the value of gas subject to tax
at the point of removal will be the same per
BTU as the gas is sold for at the point of
sale if such sale is not between related
parties.

-

I(e)]

< “0il” means petroleum, or other crude oil, condensate,
casinghead gasoline, or other mineral oil which is mined, sev-
ered or withdrawn from below the surface of the soil or water in

0056
0057
0058

0059 this state.

(£)

4 “Operator” means the person primarily responsible for
the management and operation of eemkfsd#,] oil or gas produc-
tions on a property:

() “Overriding royalty interest” means a right erented from a
weorking interest that entitles the ewner te a specified fraction of

G060
0061
0062
0063
6664
6065

production; in kind or in value; free of expense of development f
and operation of the prepertys I

(g) "Overriding royalty interest"” means a
right created from a working interest that
entitles the owner to a specified fraction
of production, in kind or in value, free of
expense of development and operation of the
property.

0066
006% () {4~ ‘Person” means any natural person, firm, copartner-
0068 ship, joint venture, association, corporation, estate, trust or any ~[ (h)j

0064
0070

other group or combination acting as a unit, and the plural as

well as the singular number.

1n {(’:})—}-/“Producer" means any person owning, controlling,
managing or leasing any weal—fsalts] oil or gas property or oil or
gas well-oreoal-forsalt]-mine, and any person who severs in any
manner any coak-fsslts} oil or gas in this state, and shall include
any person owning anyfinterest in any eoxl-fsalts} oil or gas or-the

O0TE
0072
0073
0074
0075

(1)

direct and beneficial

0076 walue=theresf whether severed by such person or some other
0077
8
W M(k}H-Pfﬁduct-im#—meam—lh&mw}-—gross—amount——&f—eea};
6080 {aa!&;}—e&l«orgﬂswhieh-aumu«ut—foMlxe-purpose—o(llhe-&ax—impesed
0081 %fﬂlis&aebﬁhaH*be»measurcd ordetermined:{1)dn thecase-ofoike

0082 -by—hmk«tnb}crcompﬂcdﬁwshow*‘i'()o%'“of"the”fn'll”capa"city‘of‘

| produced |

including a royalty owner \

person on their behalf, either by lease, contract or otherwise; but
suech term shall net include any royalty ewne{//

w

s
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003 danks-without-deductionfor-everage-or-losses—in-handling—an
Loud mauce for any reasonable and bona fide deduction foyﬁsic
0085 sedimént and water, and for correction of temperature to 60
0086 degrees ‘F\a\r nheit will be allowed; and if the : rhount of. oil
0087 severed has beenwmeasured or determined by tank tables com-
ooss piled to show less tl'xan\l\()a()% of the fu}],cﬁacity of tanks, such
0088 amount shall be raised toa-basis of 100% for the purpose of the
0090 tax imposed by this act; and (2 in the case of gas, by meter
0091 readings showing IOO%/O[,the full>volume expressed in cubic
o0u2 feet at a standard baspg-and flowing tempegature of 60 degrees
0093 Fahrenheit, and at-the absolute pressure at an y the gas is sold
0094 and purchased{ correction to be made for pressure
0005 Boyle’ s/h and used for specific gravity according to th
0006 ?d’ch the gas is sold and purchased, or if not so specified,
0097 abeording-to-the-test-made-by-the-balanee-method

cording to

" (5)

0008 m)FHF “Remove” or “removal” means the physical trans-
0009 portation of eenl-fsaltst oil or gas off of the lease or production
0100 unit er-from-the-mine where severed; and if the manufacture or
0101 conversion of crude oil or natural gas into refined products
0102 occurs on the premises where severed, oil or gas shall be
0103 deemed to have been removed on the date such manufacture or
0104 conversion begins. Removal shall not mean disposition of test,

0105 frac or swap/oil which is sold or exchanged for value.

0106  {n) “Reyalty interest” means the share of not te exceed s of
0107 any eoak; fsalt;] oil oF gas nctually severed; either in lind orf in
0108 value; reserved by the lessor as eensideration for the sight
0100 granted to a lessee to mine; deill and produce the same:

010 {o) “Reyalty ewner means an owner of the royalty interest
o111 but such term shall net include the owner of any overriding
013 royulty or other paymeont earved out of the werldng interests
o3 {p) [(m)] “Secretary” means the secretary of revenue.

/ (k) "Royalty interest" means the share of

0il or gas actually severed, either in kind or
in value, reserved by the lessor as considera-
tion for the right granted to a lessee to drill
and produce the same.

(1) "Royalty owner" means an owner of the
royvalty interest but such term shall not in-
clude the owner of any overriding royalty or
other payment carved out of the working interest.

o114 (@) [(n)] “Severed” or “severing” means: (1) Theextraction or

o115 withdrawing/from below the surface of the soil or water ef-any.

: «sil, whether such extraction or withdrawal shall be by natural
0117 flow, mechanical flow, forced flow, pumping or any other means
o118 employed to get the oil from below the surface of the soil or
o119 water and shall include the withdrawing by any means whatso-

— . .
] production of oil through

- ""‘r the same ‘




i
0121
0122
0123
0124
0135
ui2e
0137
0108
0124
0130
0131
0132
0133
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ever of oil upon which the tux has not been paid, from any
surface reservoir, natural or artifxcial, or from a water surface; 43}

\//;

and (2) the production of gas through

the same

the extraction or withdrawing/by any means whatsoever, from
below the surface of the earth or water pefsey—grrrrd-tdi-thrs

i ! {
gy it lLlllu'ﬂ} 1o ) yuﬂ'!‘

1

3

Q(OM

{s) Waxpayer" means any person liable for the taxes
imposed by this act.

(3) Woddng integest mount an interest grunted to o losseo
in eoul; feals;} oil or gas aotually ssvered from o proporit

(p) "Working interest" means an interest
granted to a lessee in o0il or gas actuall
severed from a property Y

Sec. 2. (a) From and afler baysT, 1083, there is hereby
] il T .

~

May

a (Ci
n excise tax upon the severance and production

foid ¥ 4il or gas from the earth or water
in this state for sales, transport, storage, profit or commercial use,

subject 1o the following provisions of this section. Suchtox—ty

014 “drerelsy élnlluo\/t‘l wthre-time of-the xcxxlﬁﬂ%ﬁww
0135 Wgw—&aﬁt—ﬁ-w‘lﬂﬁuw:‘—pmduction-mt-it-ﬁr“eﬁnHar—sM et

6136
0137
0138
0139
0140
o4l
0142
0143
0144
0145
0146
0447
0148
o149
0150
0151
152
0153
0151
0155

Such tax shall be borne ratably by all persons within the term
“producer” as such term is defined in section 1 of this act. Such
tux shall be applied equally to all portions of the gross value of
cach barrel of oil severed and subject to such tax und to the gross

value of the ewelfs-onlif-st gas severed and subject o such tax.

of

{*7%. For the purposes of the tax imposed
i hereunder the amount of o0il or gas produced

, skl be miasured or determined: (1) In the case of oil,
082 by tank tables compiled to show 100% of the full capacity of
0043 tanks without deduction for overage or losses in handling; al-
0084 lowance for any reasonable and bona fide deduction for basic
0085 sediment and water, and for correction of temperature to 60
0086 degrees Fahrenhéit will be allowed; and if the amount of oil
0087 severed has been measured or determined by tank tables com-
0088 piled to show less than 100% of the full capacity of tanks, such

The rate of such tax shall be L4/

(b) The following ~etivities- shall be exempt from the tax
imposed under this section:

(1) The severance wndssmonalyof gus which is: (A) Injected
into the earth for the purpose of lifting oil, stering, recycling or A
repressuring; (B) used for fuel in connection with the operation
and development for, or production of, oil or gas in the field
where severed; (C) lawfully vented or flared; (D) severed from a
well having an average duily production during a calendar month
of6dmef or less, which well has not been significantly curtailed

0088 amount shall be raised to a basis of 100% for the purpose of the
0080 tax imnposed by this act; and (2) in the case of gas, by meter
0031 readings showing 100% of the full volume expressed in cubic
feet at a standard base and flowing temperature of 60 degrees
Fahrenheit, and at the absolute pressure at which the gas is sold
and purchased; correction to be made for pressure according ta
00us Boyle's law, and used for specific gravity according to the gravity
0096 at which the gas is sold and purchased, or if not so specified,
0007 according to the test made by the balance method.

0083

\

gnd production]

by rcason of mechanical failure or other disruption of produc-
tion; (E) inadvertenty lost by reason of leaks, blowoults or other
accidental losses; or (F) used or consumed for domestic or
agricultural purposes on the lease or production unit from which
it is severed;

TON il o seaveiyiivge tdif oil which is: {A) Froma well Q\j

LT UEPORN SR & o "t -3

and production \




D50
Nisk
Gi62
0183

8377
Ni78
0179
G180
o181
0182
21832
0184
$183
0186
$187
fies
3189
01

D391
0192
0102

/';igv dvertently |

. ; Y
PrIBATY ction is one barrel or inss or whose ave ;;fc Hily
produc '%m@ rom enhanced recovery mm?n wht is two
harrels or | cen signifleantlySurial im? by
renson of i her »z.?i%mpila:zz? rwoduction;

¥ gymm}’ production is twao

2

o
on BEUHJ“U{ Fecovery m {Iih@fﬁ%’ E‘B\MF, %)EH"@E’E

Enwmiz or i@gs or whoze avelege duily” production resuiting from
enbanced v ur barrels or less, which well
1 3 1 P 2 / "9, 1 r

has not been sagzmz“an%;y firtalledhby reason of mechanical
fnllure or other a,iismpigﬁ'{fﬂf ;)m:%uc%ia;??‘é@ from = wvi whose

el K ¥ » v
depth i3 3,000 { ruk%{fﬁ more and whose sverage daily primary
production is e barrels or less or whose avers age datly pro-
1

3
ductlon resultfng rom o
ﬁ{r i

3
t been sign ﬂc'm’?y curiniled §zy vapson

wells located upon the same lease or pro-
duction unit, whose averade daily production
is two barrels or less, which well or wells
have not been significantly curtailed by reaso
of mechanical failure or other disruption of
production; (B) from a well, or wells located
upon the same lease or production unil, whose
completion depth is 2,000 feet or more and
whose average dally production 1s three barrel
or less, which well or wells have not becen
significantly curtailed by reason of mechanica
failure or other disruption of production;

; OY

1or @}

hodopl ig%&@v?ﬁ'«&&%@s‘_}%l oras

ost by reason oﬂmi‘ﬁﬂ or o %

{3} tho seveoranco and remeval of eorl; fea L} ail er gea whieh

is alirihuiseblo o a reyalty intorest as doline
{M\,;({S/‘; sno~rormovai-of 7

from any Wellfiom

”v.,
on or alter the efled %ﬂmjﬂﬂ, of this act §mm iey‘ff"m\m of the {irst

23:}* this aot;
«A.EMN(’

3
UITTECTUIRNTT

which the first commereln] prod \B(}mmiﬂ

sale of such produciion anieentinu W"xa;a s period of 24 months
therenfler. T ~

Whenever the 'eriﬁﬂmjﬁ/ of an ﬂé? weibds not scparately
gruged, the averfige deily production {or purposes ofdhis sub-

5e{~€i§;w§m{§w determinad for such well by eonvemmmx\i\i\)?ﬁvﬁi

rovided in this sct, the fax
P

K

i

tion 2 of thiz act shall be upon the bhuslneen

/f//?;’l( TJ‘

/

(3) The severance and productjclv/x;( of gas or
0il from any lease from which oil or gas was
first produced on or afLervAp%cw?t{ L, 1983,

and continuing for a period of 12 months
from the month in which oil or gas was
first produced from such lease as evidenced
by an affidavit of completion of a well,
filed with the state corporation commission.

astlvitypleoverinanndremereh-ofecal-feeltto

5 il or gas In this
2 3 H [ AN | H ey
siate, regnrdiess of the place of sale ol such eesl fealtl ol or gas

or to w?;-um smai or by whom uaed, or the
thereofl may be mnde to points oulside th
tmposed by this act shall be in sddition Lmﬁ iaes taxes himposed
upon real or personal property by the state of Kansas or by any

taxing subdivision thercofl

severing and producing of E
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Soc—d—(u) [ Excepi-as otherwise. provided in this subsecti \u“
lhmcsmnbedhmmdnumdxmnmwngwucwduammwlmc-x
levied N\dcr the provisions of section 2 of this act, an sz nt
equal to the full amount of all ad valorem taxes aetunlly puid [due
and payab(e] by such taxpayer upen oil er gus ﬁfﬁgﬁfﬁﬁ as
defined by ¥:8:A: 70-330; or eoil property during the /th pre-
ecding ealendar your: feduring [on November I o ] the next
preceding calendar year upon coal [und salt] propeity and upon
oil property, us t)(:ﬁned by K.5.A.79-329, and an/hmounl equal
to the full umuunt\u{the ad valorem taxes aobually ptﬂ'd‘ [due and
payable] by the taikmyer during [on Noverf ber 1 of] ““i next -
preceding calendar yéqr upon gas properly, g3 defined by K.S5.A.
79-329, which has not bfen allowed as a pdss through under the
terms of the gas purcliqse contract o which has not been
allowed as a pass through as a result of a rule or order of the
Federal Energy Hegulatorg}xConuni.}s’ion.]

On or belore June 1, 198.?, and January 15 of each ycaﬁr
therealter cach taxpayer who is\{x})t required to collect and remit
taxes under this act shall notify }K > person required to collect and
remit such taxes of the full aglount of ad valorem taxes aetually
puhl[dueuud;uuﬂdde]byspéhtuxﬁqycrupou(ﬂlorguspropeny,
as defined by K.S.A. 79-329, or coul [\Qr salt] property during [on
November 1 of] the next preceding calendar year. If the ad
vuhuclntuxcspuh&[d%ginuipayable]iuk}uﬂnycarexcecdlhctux
liability of Uu:tuxpg&er under the pnnﬁﬁhnm of this act, no
refund or other crqdit shall result from sucl\exccss. The credit
applicable for ont;/mx year shall not be used in unother tax year.

[The amuungv’lof the ad volorem tax credit allowed to any

, i N
tuxpayer u:stle‘jr this subsection for deduction Yrom the taxes
imposed under this act shall not exceed the a\nount of ad
valorem lt};feu due and payable inthe precedx.ug %;ear\‘upuu oil or
gus property used in producing oil or gas which is taxyble under
. /;
this uct.]
(b)/ For the purpose of insuring that ad valorem property tax
Cmdil:; cluimed under subsection (a) of this section are valid, the
difuctor of property valuation shall annually obtain such number

di-hidepondent- appraisals of il and gas propcx"lics,.lucnlcd_i&x,

ot ———

Sec. 4. (a) There shall be allowed to each taxpayer,
other than an owner of a royalty interest, who is liable
for ad valorem property taxes upon oil property as de-
fined by K.S.A. 79-329, a credit against the tax levied
under section 2 upon the severance and production of oil,
an amount equal to the product of the ratio of the county-
wide average of ad valorem property taxes on oil producing
property. for the county in which the property from which
such o0il was severed and produced for the year 1982, to
the gross value of o0il severed and produced in such county
for the year 1981, multiplied by the gross value of oil
attributable to such taxpayer ‘and taxable under this act.
The director of property valuation shall certify, the prod-
uct of such ratio to be applied in each county for the
purposes of this subsection.

(b) There shall be allowed to each taxpayer, other than
an owner of a royalty interest, liable for ad valorem
property taxes upon gas property as defined by K.S.A., 79-
329, as a credit against the tax levied upon the severance
and production of gas from such property under section 2
of this act, an amount equal to 2% of the gross value of
the gas severed and produced.

(¢) There shall be allowed to each taxpayer who is the
owner of a royalty interest in oil or gas, as a credit
against the tax levied under the provisions of section 2
of this act, an amount equal to the full amount of all
ad valorem taxes due and payable by such taxpayer on Nov-
ember 1 of the next preceding calendar year upon o0il or

gas property, as defined by K.S.A. 79-329 or if there

be no such ad valorem taxes due and payable for the

next preceding calendar year, then such credit shall

be an amount computed for oil in the same manner as
section 4(a) and for gas in the same manner as section
4(b) limited,however, to the gross value of such oil or

gas attributable to such taxpayer. On or before

June 1, 1983, and January 15 of each year thereafter each
jtaxpayer who is not required to collect and remit taxes
swunder this act shall notify the person required to col-
lect and remit such taxes of the full amount of ad valorem
taxes due and payable by such taxpayer upon such oil or
gas property on November 1 of the next preceding calendar
| year.

(d) Every operator shall file with the county appraiser
of any county in which oil u&@'gas property is located
from which oil or gas is severed and produced a division
order covering all interests in any oil or gas severed
‘and produced.
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NPT anhicand oiland s

areas of the state as the director deems necegsafy to

/ (1231

a2 duct

0233 insure that 3 property is valued in accordancgwith guides

all be reviewed by i

0234 prescribed by the tor. Such appraisals g
0235 the director of property v
0236 the director of property valuatj

0237 lected by the director o

fommittee consisting of i
hree counly appraisers, se- ;
ign, from counties rep-
0238 resenting differenpggOgraphic and oil and gas~pgeduction areas
0239 of the state
ublic having education or experience in the ficld of

rree members selected by the governosfom the

0240 gener;
0241 . .

0242 Scc.—S.‘!v(u)‘Thc amount (ﬂ)\f thq”t”qi(i)_gxyul)lc»euch month nndep =
0243 the provisions of section€/f this act's all be due and payable on

Except as otherwise provided in
subsection (c), :

Gl

0241 or before the dastday of the second month following the end of
0245 the month in which the-weeskfoalédf oil or gas is removed from the
0246 lease or production unit esvsukforssriloine. The tax is upon e
0247 produccrsmchw&l—,—[wu,—}oil or gas-in the proportion to their
0248 wwmwsehiplat the time of severance, and unless the operator ol
,/ 0249 the well eniss, upon written notice to the first purchaser and
0250 the director, elects to remit the tax, the first purchaser of any weud,
0251 feetisd 0il or gas sold shall collect the amount of the tax due from
0252 the produccrs‘ﬁ)y deducting and withholding such amount from
0253 any payments made by such purchaser to the operator, or such

‘20th

as defined in section 1,

interest

as defined by section 1

0254 producers where payment is made to same directly, and shall
0255 remit the same as provided in this act.

0256 In no event shall a producer be relieved of responsibility for
0257 the tax until the same has been paid. In the event the tax shall be

0258 withheld Ly a purchaser from payments due an operator or
0259 producer and such purchaser fails to make payment of the tax to

0260 the state as required herein, the operator or producer shall be

0261 entitled to bring an action against such purchaser to recover the

0262 amount of tax so withheld together with penalties and interest :
9263 which may have accrued by failure to make such payment. The
164 operator or producer shall be entitled to reasonable attorney fees l

0265 and court costs incurred in such action.

0266 (b) The state shall have a lien on all the woubfealist oil 0 gas

/ 0267 severed in this state in the hands of the operator, any producer or
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(X

the first or any subsequent purchaser thereof to secure the
payment of the tax. In the event any person required herein to
pay the tax fails to do so, the director shall proceed against such
person to collect the tax in the manner provided by X.S.A.
79-3235 and aumendments thereto.
See—b—Aartivery-purehaser-responsible-lorremitting-the-tax
{Lmimsed-uﬂdeﬁ&heprovi-siom—ef—secﬁozrgﬁ-hu}}vﬂ-ef—bebfe—dye
‘LasL’»el&y-o&h&scem:dmmuLh—ib“winﬁhc»cndvﬁcvesyvealeuda;

(c) All taxes imposed under the provisions of section
2 of this act upon oil or gas removed from the lease or
production unit in the months of May and June in the
year 1983, shall be due and payable on or before the
20th day of September, 1983. In addition all returns
required to be filed by purchasers and operators in
relation to oil or gas removed from the lease or pro-
duction unit in the months of My and June in the year
1983 shall be filed on or before the 20cth day of

September, 1983.

momth/make a return to the director upon forms prescribed and
furnished by the director showing the gross ot of eouk
Loaltsf oil or gas purchased during the month for which the return
is filed, the price paid therefor, the correct name and address of

the operator or other person from whom the same was purchased,
a full description of the property in the manner prescribed by the
director from which such eeal-fsaltdoil or gas was severed and
the amount of tax due. Such return shall be accompanied by a

provided in subsection
responsible for re-

Sec. 5. (a) Except as otherwise
(¢) of section 4, every purchaser
wicting the tax imposed under' the provisions of section
2 shall on or before the 20th day of the second month

following the end of every calendar month in which oil

or gas is removed from the lease or production unit

quantity

remittance of the/imount ol the tax computed under this sub-
section. For the purposes of determining the amount of tax to be
remitted such purchaser shall compute the full amount of the tax
due under section 2 of this act upon all eesdfsaltd oil or gas
severed and removed from the lease or production unit ex-ine.
during such month and shall deduct from this amount un amount
equal to the full amount of the wd-walorem-propesty-tuxes wetually
puid by the tuxpuayer upor coul; Loalt:] o} o gus propesties during
the next proceding ealendar yeur [tax credit allowed to the

full

for the purpose of computing the amount of
the credit to be deducted pursuant to sub-

taxpayer pursuant to section 4,]ﬂﬁnltiplied by the number of
months for which the tax is being remitted under this act,
divided by 12. Whenever a tuxpayer sells voak-fsatist oil or gas to
more than one purchaser in any month, such tuxpayer shall

provide to each such purchaser the names of all such purchasers

sections (a) and (c¢) of section 4, the full
amount of such credit shall be

|

=]

to whom oilf gasFsettf-oreoal was sold in such month and

whether or not or to what extent the wd-valorom-property tux

/'/‘—__———-] ..—C—:_:EE‘(EL

doduetion/has been utilized in determining the taxes to be
remitted by each such purchaser.
{—h—}—%ﬁwnai—,——{sa!t—,—}-oilwm-gaa—‘;s.wnmuedat‘mm-&huduasc_n;

productionmitormine-butnots old-to-a-purchaserthe-operator |

. . ) 3] | 1 [l 1 Fe U W 5 M ) .
0304 shatoaor Letoretretast ety treseToT IO i TOTIOWITTY tire

it
U——

—

(b) Except as otherwise provided in subsection (c)
of secction 4, if oil or gas is removed from the lease
or production unit but not sold to a purchaser or if
the operator elects €O remic the tax as authorized
under section 4, the operator shall on or befote the
20th day of the second month following the
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end of every calendar month’make a return to the director upon
forms prescribed and furnished by the director showing the gross

in which o0il or gas is removed from the lease
or production unit

wvalue/of eonk-fsalis] oil or gas removed during such month and a
full description of the property in the manner prescrlbed by the

quantityj

If the oil or gas has been sold

directer from which the same was severed. ’8—1(,11 return shall be
accompanied by a remittance of the full amount of tax due upon-
the-eonlfsalifoilorgas less the amount of any credits to which

the taxpayer is entitled.{The amount of the taxes to be remitted
shall be detennined in the same manner prescribed for remit-
tances by purchasers under subsection (a) of this section.

(¢) Each monthly return required hereunder shall be filed on
separate forms as to product and county. All such monthly
returns shall be signed by the purchaser or operator, as the case
may be, or a duly authorized agent thereof.

{d) The director may grant a reasonable extension of time for
filing any return and remittance of taxes due under this act upon
good cause shown therefor. Interest shall be charged at the rate
prescribed by subsection (a) of K.S.A. 1982 Supp. 79-2968 for the

peried of such extension.

If the 0il or gas has not been sold the
operator shall remit the full amount of the
tax due upon certification of the amount
thereof by the director.’

Sec. 72/ When the title to any esal—fsalt ] oil or gas being
severed from the carth or water is in dispute and the purchaser of
sucheeal-faalt,} oil or gas is withholding payments on account of
litigation, or for any other reason, such purchaser is hereby
authorized, empowered and required to deduct {rom the gross
amount thus held the amount of the tax imposed less the amount
of any credit to which the taxpayer is entitled and to make
remittance thereof to the director as provided in this act.

Sec.-8-/ When requested by the director, all transporters of
coul~fsalt;] oil or gas cut of, within or across the state of Kansas
shall be required to furnish the director such information relative
to the transportation of such esal-fsalt,] oil or gas as the director
may require. The director shall have authority to inspect bills of
lading, waybills, meter or other charts, documents, books and
records as may relate to the transportation ofeoakfsali;} oil or gas
in the hands of each transporter herein referred to. The director
shall further be empowered to demand the production of such
bills of lading, waybills, charts, documents, books and records
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relating to the transportation of eeal-fsaltsf-oil or gas at any point
in the state of Kansas which may be designated, except that in
the case of common carriers using bills of lading or waybills
prescribed or approved by the interstate commerce cominission,
such common carrier shall only be required to keep the usual
records at offices in the state where such records are usually

kept. o B

- ¢ semsami 1

Sec.-95 The director shall have the power to require any
operator, producer or person purchasing any-eoak-fsall}oil or gas
severed from the earth or water to furnish any additional infor-
mation deemed to be necessary for the purpose of computing the
amount of the tax, and for such purpose to examine the meter and
other charts, books, records and all files of such person, and for
such purpose the director shall have the power to issue subpoe-
nas and examine witnesses under oath, and if any witness shall
fail or refuse to appear at the request of the director, or refuses
access to books, records and files, the district court of the proper
county, or the judge thereof, on application of the director, shall
compel obedience by proceedings for contempt, as in the case of
disobedience of the requirements of a subpoena issued from
such court or a refusal to testify therein.

B

Seec. 40+ (2) If any taxes imposed under this act and deter-
mined and assessed by the director are unpaid: (1) Not due to
negligence or to intentional disregard of rules and regulations
promulgated by the secretary, interest on such taxes shall be
added at the rate per month prescribed by subsection (a) of
K.S.A. 1082 Supp. 79-2968, and amendments thereto, from the
date the tax was due until paid; (2) due to negligence or to
intentional disregard of the rules and regulations promulgated
by the secretary, but without intent to defraud, a penalty of 10%
of the amount of such taxes shall be added, together with interest
at the rate per month prescribed by subsection (a) of K.S.A. 1982
Supp. 79-2968, and amendments thereto, from the date the tax
was due until paid; (3) due to fraud with intent to evade the taxes
imposed by this act, there shall be added thereto a penalty of
50% of the amount of such taxes, together with interest at the rate
per month prescribed by subsection () of K.S.A. 1882 Supp.

"
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79-2968, and amendments thereto, from the date the tax was due
until paid. ‘

(b) I any person fails or refuses to make any return, when
required to do so under the provisions of this act, such person
shall be subject to a penalty of $25 per day for each return which
such person fails or refuses to file.

(¢) Whenever, in the judgment of the director, the failure of
any person to comply with the provisions of subsection (a)(1),
(a)(2), and (b) of this section, was due to reasonable cause, the
director mnay, in the exercise of discretion, waive or reduce any of
the penalties upon making a record of the reason therefor.

(d) In addition to all other penalties herein provided, any
person who fails to make a return, or to pay any tax herein
provided, or who makes a false or fraudulent return, or fails to
keep any books or records prescribed by this act, or who willfuily
violates any rules and regulations promulgated by the secretary
for the enforcement and administration of this act, or who aids
and abets another in attempting to evade the payment of any tax

imposed by this act, or who violates any other provisions of this
act, shall, upon conviction thereof, be guilty of a class C mis-
demeanor.

Sec. 4+ Every operator shall make and keep a complete and

accurate record in the form required by the director showing the
gross quantity of eeal—{salty] oil or gas severed and removed, the
names of the purchasers of such products, the price paid therefor
and the date of purchase. Every purchaser of coal~fealés} oil or
gas severed in this state who is required to collect and remit the
tax on the same shall make and keep a complete and accurate
record in the form required by the director showing the gross
quantity of weal—fsalt,)- 0il or gas purchased, the price paid
therefor, the name of the operator and the date of purchase. Such
records shall at all times during business hours of the day be
available for and subject to inspection by the director, or the
director’s duly authorized agents and employees, for a period of
three years from the last day of the calendar year to which the
records pertain. Such records shall be preserved during the
entire period during which they are subject to inspection by the

10
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director, unless the director in writing previcusly authorized
their disposal.

The amount of taxes imposed by this act is to be assessed
within three years after the return is filed, and no proceedings in
court for the collection of such taxes shall be begun after the
expiration of such period. In the case of a false or fraudulent
return with intent to evade tax, the tax may be assessed or a
proceeding in court for collection of such tax may be begun at
any time, within two years from the discovery of such fraud. No
refund or credit shall be allowed by the director after three years
from the date of payment of the tax as provided in this act unless
before the expiration of such period a claim therefor is filed by
the taxpayer, and no suit or action to recover on any claim for
refund shall be commenced until after the expiration of six
months from the date of filing a claim therefor with the director.

Before the expiration of time prescribed in this section for the
assessment of additional tax or the filing of a claim for refund, the
director is hereby authorized to enter into an agreement in
writing with the taxpayer consenting to the extension of the
periods of limitations for the assessment of tax or for the filing of
a claim for refund, at any time prior to the expiration of the
periods of limitations. The periods so agreed upon may be
extended by subsequent agreements in writing made before the
expiration of the periods previously agreed upon. In considera-
tion of such agreement or agreements, interest due in excess of
48 months on any additional tax shall be waived.

Sec.—42~ (a) All revenue collected or received by the director
from the taxes imposed by this act shall be remitted daily to the
state treasurer. Upon receipt of each such remittance, the state
treasurer shall deposit the entire amount thereof in the state
treasury. The state treasurer shall first credit such amount
thereof as the director shall order to the mineral production tax
refund fund created under subsection (b) of this section. The
state treasurer shall eredit the remainder of such amounts as
follows: (1) fOn-November-I7 19835 and November-i-of eachyear
thereafier the-amount of $1,600,000 shall be credited to-the-low"

income enesgy assisiance plan, elderly; created under subsection-

11
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0153 P ESHeightpercent Lo the special county mineral production tax
i fund created under subsection (¢) of this section; and {8) fAHhthe (2) i

o155 remainder thereof to the state general fund.

oisa (b)) A refund fund designated as “mineral production tax

0157 refund fund” not to exceed $50,000 is hereby created for the

sisé prompl payment of a1 tax refunds. The minceral production tax

uisu refund fund shall be in such amount, witliin the limit set by this

Gio0 seclion, as the director shall determine is npecessary to mect

sist current refunding requirements under this act.

owe  (¢) There is hereby created a special county mineral produc-

oot tion tax fund. On December 1, 1983, and quarterly thereallter, the .

o161 director of taxation shall distribute all moneys credited to such

uiss fund to the county treasurers of ull counties in which taxes were

vioo levied under scetion 2 of this act for the privilege of severing

107 woah—fealiy] oil or gas from property within the county, in the

vies proportion that the taxes levied upon production in each county

oo bears to the total of all of such taxes levied in all of such counties.

o176 Such distribution shall be based on returns filed, with any

0171 uwdjustinents or corrections made by the director of taxation.

itz {(d) The secretary of revenue shall make provision for the

ui1s determination of the counties within which taxes are levied

ovte under section 2 of this act for the severunce of eoalfsalis} oil or

oios pas and shall certify the sume to the director of accounts und

Liin aceports.

ot {¢) The director of accounts und reports shall draw warrants

Uols on the stule treasurer payable to the county treasurer of each

oo county entitled to payment {rom the special county mineral

oino production tix fund upon vouchers approved by the director of

toation. Upon receipt of such warrant, cauch county treasurer

ouie shall credit 50% of the amount thereof to the county general fund

o wnd shall distribute the remaining 50% thereol to the treasurer of 7

vivt <ucle school distriotAll or uny portion of whiclyis located within

wuin the county;in the proportion that the assessed v;§4g§3['wnlr[au1l;} B L"_:J
o oil und gas properties within cach district bears to the total ol the

ot assessed value ofull coukfaalit oil and gas propertics within the

county. Such assessed valuation shall be determined upon the

tidl

districts,

(SRR
Looie ol the most recent November 1 otax roll The treasurer of

D
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0190 cach schoeol district shall eredit the entire amount of the moneys
04 so reccived to the general fund of the school district.

0492 [{{fi—Thareisharcbyereated-thelow-Income-energyassistance
0493 planrelderly—Allmoneyreredited-do-suohfund-shallbeused-by
0494~thre-seorelary-of-seeial-and-rohabilitation-serviecsfor-theprr
0195 posesofexiending-benefitsto-the-elderlypoor-having-anineome
0499 develofrnoi-to-exceed450Yrnf~thepoeertytereld—

0497 Scc. <134 The secretary s Lcra)y authorized to adopt such

0198 rules and regulations as may be necessary to administer and
0409 enforce the provisions of this act.

0500 {Heerddr—ATre-provivionsof~thiract-shall-expire—on—uly-d,
0501 4886+ v
o302 Sec. 4 L15]  This act shall take effect and be In force from

~

()

12]

See. 130 Hany provision of this act or the application thereof o
to any person or circumstances is held invalid, such invalidity
shall not alfeet other provisions or applications of the act which
can be given effect without the invalid provision or application,
and to this end the provisions of this act are declared to be

sevesable. — ——

0503 and aller its publication in the Kansas register.

('
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[As Amended by Senate Committee of the Whole]

Session of 1083

Substitute FOR SENATE BILL No. 267

By Commiittee on Assessment and Taxation

2-28

0017 AN ACT relating to taxation; imposing a-teuponthe-privilege-of

M/é}/?c/)zc?
7 M

0018  -severingesal-foall]/il and gas from the carth or water of the
0019 state; providing for the levy and collection of such taxes and
0020  the administration and enforcement of the provisions of the
0021  act; prescribing penalties for violations thercof and providing
0022 for the use and disposition of revenues derived therefrom.

0023 Be it enacted by the Legislature of the State of Kansas:

0024 Section 1. As used in this act, unless the context clearly
0025 requires otherwise, the following words and phrases shall have
0026 the meanings ascribed to them herein:

0027 {(a) “Barrel” for oil measurement means a barrel of 42 U.S.
0028 gallons of 231 cubic inches per gallon, computed at a tempera-
0029 turc of 60 degrees Fahrenheit.

0030 4 —"GCeal-means-any-material-ecomposed-predominantly-of-
0031 -hydreensbons-in-a-solid-stato.

an excise tax upon the production ofJ

0012 e} “Director” means the director of taxation.

0023 {dr—"Enhuneed-recover—methoeds moans—methods—olsup~
0034 plemeonting natural roservoirforces—or-energy-orotherwise-in-
0035 ereasingiltimate-recoven~from-an-oil-reservoirSuch-termshuall-
0036 inelude-butnet-belimited-te-secondury—recoverymethodsand:
0037 sueh-othertochniquesas-uso-elthermalstimulation-the-use-of
0038 thickeners—in—the—{Juids—injoctod—and-the-use-ef-miseible—diss
0039 plecementthridss

(b)

S
0010 -fe}¥ “Cas” means natural gas taken from below the surface of
0041 the carth or water in this state, regardless of whether from a gas
042 well or from a well also productive of oil or any other product.

(c)

l(df

0043~ “Gross value” means the sale price of oil or gas at the time
0644 of removal of the oil or gas from the lease or production unitand,

0045 with-respectto-contfand-saltlthe-sale-pricenftereontraction-and-

k. Z
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0016 -preparationforshipmentfob—mine; and if-eonkrfsals;] oil or gas \w

0047
0048
0049
0050
0051
0052
0053
0054
0055
0056
057
0058
59
0060
0061
0062
0063
0664
0065
0066
{067
0068
0069
0070
007t
0072
0073
0074
0075
076
0077
0078
0079
0050
0081
(K)82

is exchanged for something other than cash, orif no sale occurs at
the time of removal or if the relation between the buyer and the
seller is such that the consideration paid, if any, is not indicative
of the true value or market price, then the director shall deter-
mine the value of the-eesh—fealt] oil or gas subject to tax, based
on the cash price paid to producers for like quality eeslfsalts] oil
or gas in the vicinity of the well s¥—mine at the time of the
removal of the eealfealt;] oil or gas [rom the lease or production

unit er-wine.

(e)

—(g}-/:()il" means petroleum, or other crude oil, condensate,
casinghead gasoline, or other mineral oil which is mined; sev-
ered or withdrawn from below the surface of the soil or water in

this state.

(£)

+hy “Operator” means the person primarily respousible for
the management and operation of eak—fsalts] oil or gas produc-
tions on a property.

(i) “Overriding royalty interest” means a right ereated from a
working interest that entitles the ewner to a specified fraetion of
production; in kind or in value; free of enpense of development

and eperntion of the preperby:

G) {6} “Person” means any natural person, firm, copartner-
ship, joint venture, association, corporation, estate, trust or any
other group or combination acting as a unit, and the plural as

well as the singular number.

(g9)

(h)

an] W‘Produccr" means any person owning, controlling,
managing or leasing any esealh-fsalty] oil or gas property or oil or
gas well ereonkforsaltlnine, and any person who severs in any

manner any eseh-feattsd oil or gas in this state, and shall include

any person owning any’interest in any eoalfoalk] oil or gas or-the-

ldirect and beneficial

~alue—theresf Whether severed by such person or some other
person on their behalf, either by lease, contract or otherwise; but

sueh term shall not inelude any royalty ownedl

ey} MWWM}HMWH&WH%
{wl&;}-«ﬁ#eﬁ,msrwlﬂelf&mmm&{ﬁrﬂw}nnmsvﬁﬂ*mm-hnm
mefmamwmﬂmw

"

including a royalty owner
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St ms&-eledqw&mﬂbwvemgwr—lmw*ﬂmndmm?
ice for any reasonable and bona fide deduction y sic
sediment.and water, and for correction of temperaufe to 60
degrees hﬁ iheit will be allowed; and if the n{()Lunt of oil
severed has l::,‘e\wcaSlxred or determined bytank tables com-
piled to show less tham]00% of the fullcfipacity of tanks, such

amount shall be raised to 2basis of 100% [or the purpose of the
tax imposed by this act; and in the case of gas, by meter

e full ;Q: expressed in cubic

ature of 60 degrees

readings showing 100% o

fect at a standard bas

Fahrenheit, dlld/ e absolute pressure at wh

.md puth?,x correclion to be made for pressure T
a1

Bnym‘/l,\ 1d used for specific gravity according to theé ggavity
¢h the gas is sold and purchased, or if not so spu,&retL

and flowing temg

the gas is sold

cording to

XJ cordingto-the-test-made-by-the-balance-method:

an) HBH "Remove” or “removal” means the physical trans-
portation of eealfaslésh oil or gas off of the lease or production
unit esfrem-the-mine where severed; and if the manufacture or
conversion of crude oil or natural gas into refined products
occurs on the premises where severed, oil or gas shall be
deemed to have been removed on the date such manufacture or
conversion begins. Removal shall not mean disposition of test,

frac or swapfoil which is sold or exchanged for value.

{n) ZRoyalty interest” means the share of not te exceed /s of
any eoak; fealt;] oil or gas netunlly severed; either in kind orF in
value; reserved by the lessor as eensideration for the right
granted to a lessee to mine; drill and produee the same-:

{6) “Royalty owne means an owner of the royalty interest
but sueh term shall net inclade the owner of any overriding

swab

roynlty or other paymont earved out of the working interest:

(o) £ “Secretary” means the secretary of revenue.

()

[ (0]

()44 “Severed” or “severing” means: (1) Thegextraction or

withdrawingtfrom below the surface of the soil or waler of-tny

| production of oil through |

wil, whether such extraction or withdrawal shall be by natural
flow, mechanical flow, forced flow, pumping or any other means
employed to get the oil from below the surface of the soil or

water and shall include the withdrawing by any means whatso-

PENEISIPSVIPUNITHIN SESUUSPE PRSI SN

—{ the same ]
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cver of oil upon which the tax has not been paid, from any \//

surlace reservoir, natural or nrliflcial, or from a water surface; 423

and (2) the production of gas through

the same

the extraction or withdrawing/by any means whatsoever, rom
below the surface of the earth or water pofany-gurrand-{8)-the
-physim%ﬂcrpm'almf—conl-—[or'mlt']—fmm-'thc"carth.

(1)

() ‘f{nﬁ‘]/"'"raxl)ayer" means any person liable for the taxes
imposed by this act.

(s) “Werking interest? means an interest granted to a lessee
in eonl; {eals;] oil or gas aotually ssvered from a property:

May

Sec. 2. (a) From and after Mayf1, 1083, there is hereby
imposed a—hmpmr-the—pf'wilega—ef—augaging-hwthc—hminm

X.

udi-vi{»wf-smrhrgtoai,—fmh,}{)ﬁ or gas [rom the earth or water
in this state for sales, transport, storage, profit or commercial use,
subject to the following provisions of this section. Suchtrx-is

0134 -lrerehy—imposcd*ufthe*timcvf‘thmrmxnvni*nf‘thc-\':(ml;’{ salt;}oid
0135 m—gus—fmmvlhe*lcase«or-productiorrunit*or‘coal"{ or-salt]-mine:

0136
0137
0138
0139
0140
o4}
0142
0i43
ol44
0145
0146
o147
0148
0149
0150
0151
0152
0153
0154
0155
0156

Such tax shall be borne ratably by all persons within the term
“producer’” as such term is defined in section 1 of this act. Such
tax shall be applied equally to all portions of the gross yalue of
each barrel of il severed and subject to such tax and to the gross
value of the ewalfy-swltf-or gas severed and subject to such tax.

an excise tax upon the severance and pro-
duction of

o

4% with respect to oil and 7% with respect
to gas. For the purposes of the tax imposed

hereunder the amount of o0il or gas produced

A shill be measured or determined: (1) In the case of oil,
0082 by tank tables compiled to show 100% of the full capacity of
0083 tanks without deduction for overage or losses in handling; al-
0084 lowance for any reasonable and bona fide deduction for basic
0085 sediment and water, and for correction of temperature to 60
0085 degrees Fahrenheit will be allowed; and if the amount of oil
0087 severed has been measured or determined by tank tables com-
0088 piled to show less than 100% of the full capacity of tanks, such ’

The rate of such tax shall be 84
(b) The following setivities- shall be exempt from the tax
imposed under this section:

(1) The severance and-semanalyof gas which is: (A) Injected

into the earth for the purpose of lifting oil, storing, recycling or
repressuring; (B) used for fuel in connection with the operalion
and development for, or produclion of, oil or gas in the field
where severed; (C) lawfully vented or flared; (D) severed from a
well having an average daily production during a calendar month
of60mef or less, which well has not been significantly curtailed

by reason of mechanical failure or other disruption of produc-
tion; (E) inadvertently lost by reason of leaks, blowouts or other
accidental losses; or (F) used or consumed for domestic or
agricultural purposes on the lease or production unit from which

it is severed;

{(2) the severance andremevaliof oil which is: (A) From a well W '

— B0

0089 amount shall be raised to a basis of 100% for the purpose of the
0090 tax imposed by this act; and (2) in the case of gas, by meter
0091 readings showing 100% of the full volume expressed in cubic
0092 feet at a standard base and flowing temperature of 60 degrees
0083 Fahrenheit, and at the absolute pressure at which the gas is sold
0094 and purchased; correction to be made for pressure according to
0095 Boyle's law, and used for specific gravity according to the gravity
0096 at which the gas is sold and purchased, or if not so specified,
0007 according to the test made by the balance method.

\

aned productioﬁi

and production
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hose-depth-is-loss..than-2,000-feet.and-whose-averngodaily’

e
aiary production is one barrel or less or whose avernge daily
productign resulling {rom enhanced recovery methods Is two

1
barrels ():h which well has not been signiﬂcumly--dﬂrtailcd by
reason of meq(hl\ﬁ ical foilure or other disruptipr/of preduction;
(B) from a well v?bs depth Is 2,000 feet (_)r’x/n()re but less than
3,000 feet and whos:\uv rege daily l)rirlx/x;ry production is two
barrels or less or whose a?c}n e (luily/;)roduclloxl resulting from
enhanced recovery methods i‘& ur barrels or less, which well
has not been significantly dtni!?dd_w reason of mechanical
fallure or other disruptipe of productio:;}(g) from a well whose
depth is 3,000 fc?i/
e

production is thyde barrels or less or whose nv::h\ge daily pro-
duction resuting from enhanced recovery methods ;}‘s(x barrels

more and whose avéxage daily primary

, or wells located upon the same lease or pro-
duction unit, whose average daily production
is two barrels or less, which well or wells
have not been significantly curtailed by reasor
of mechanical failure or other disruption of
production; (B) from a well, or wells located
upon the same lease or production unit, whose
completion depth is 2,000 feet or more and
whose average daily production is three barrel:s
or less, which well or wells have not been
significantly curtailed by reason of mechanical
failure or other disruption of production;

or (C)

or less m:h well has not been significantly curtailed l);r‘}egson
.&cmﬁfz nical fall ure-—er—aﬂmuﬁ&mp(iaﬂ-ﬂ—prm!uc:»iam-ar—}ﬂ')

Mvertcn(ly lost by reason of leaks or other accidental means;

{(3) the severanee and remeoval of eenl; fsalt;] oil or gay whieh
is atiributable to a reyally interest as defined by this aet;

{‘é}:ﬁﬂ\)};‘thc‘mvmcc*nnd-removal-»of'gns“ﬂr—oil-produe«ﬂ
from any wellfyom which the first commercial produclkﬁﬁcurs
on or after the eflottive date of this act from the-mionth of the first
sale of such pmductiohfbon!inu{ng- fora period of 24 months
thereafller. a

Whenever the produclion of an oil well~is_not scparately
gauged, the averfige daily production for purposes™oithis sub-
s;?xwlmlfbe determined for such well by conventional birrel
S A2 TN

r (3) The severance and production of gas or oil

from any pool from w ic'Loil or gas was first
produced on or afte ‘ l, 1983, and con-

tinuing for a period of 24 months from the
month in which o0il or gas was first produced
from such pool as evidenced by an affidavit

of completion of a well, filed with the state
corporation commission. The term "pool” means
an underground accumulation of oil or gas in

a single and separate natural reservoir charac-
terized by a single pressure system so that
production from one part of the pool affects
the reservoir pressure throughout its extent.

Sec. 3. Except as otherwise provided in this act, the tax
imposed by section 2 of this act shall be upon the business

aotivity-of-severing-and-remevelef-coah-fsalt;}oil or gas in this
state, regardless of the place of sale of such esalyfsalt,] oil or gas

r to whom sold or by whom used, or the fact that the delivery
thereof may be made to points outside the state. The taxes
fmposed by this act shall be in addition to all sthesztaxes imposed
upon real or personal property by the state of Kansas or by any
taxing subdivision thereof.

severing and producing of {




‘Su‘b. for SB 267—Am. by SCW !

6

9194 ec—4—ta)T xmpmymmmqmnmr v This subyzetiony
0195 thede shall be allowed to each taxpayer, as a credit against the dx

0196 levie under the provisions of section 2 of this act, an amgunt ‘
0197 equal ty the full amount of all ad valorem taxes netunlly pad
0198 and payyble] by such taxpayer upen oil of gas proper
o100 defined by ¥=5-A- 70-320; or eonl preperty during the Aiext pre-
0200 eeding ealehdar year: fduring [on November I « '] the next
0201 preceding cal

Qdar year upon coal [and salt] propgrty and upon
ﬁ:ﬁned by K.S.A. 79-329, and arfamount equal
n

0202 oil property, as
0203 to the full amounkof the ad valorem taxes aotually paid [due and
yer 1 of] the next

0204 payable] by the t;}xpayer dusing [on Nover
0205 preceding calendar be\ar upon gas propcrly[//w defined by K.S.A.
0206 79-329, which has nol 'Iz\cen allowed as a phss through under the
0207 terms of the gas purc)x\t\zse conlract which has not been
0208 allowed as a pass through as a result/of a rule or order of the

0209 Federal Energy Hegulalor;j‘_‘Comm' sion.]

0210 On or before June 1, 1983, afd January 15 of each year
0211 thereafter each taxpayer who is pbt required to collect and remit
0212 taxes under this act shall notify the person required to collectand \\,,/
0213 remit such taxes of the full a lount of ad valorem taxes aetually
0314 peid [due and payable] by? ich mxp{xycr upon oil or gas property,
0215 as defined by K.S.A. 79-32Y, or coal [or,"salt] property during [on

xt preceding calendar year. If the ad

0216 November 1 of] the
0217 valorem taxes paid [dyfe and payable] in such ycar exceed the tax
o218 liability of the taxphyer under the pmviﬁous of this act, no
0219 refund or other crgdit shall result from sucl;'qxcess. The credit

0220 applicable for opt tax year shall not be used ixf'a_nother lax year.
p221  [The amount of the ad valorem tax credit \}xlIOtvecl to any
0222 taxpayer under this subsection for deduction from the faxes
0223 imposed ugder this act shall not exceed the an‘io‘uM of ad
0224 valorem thxes due and payable in the preceding year dpon oil or
0225 gas proferty used in producing oil or gas which is taxable under

0226 this aft.] .
0227 (by For the purpose of insuring that ad valorem pmpcr?y;tux ,
0228 c?/di(s claimed under subsection (a) of this section are vulid,hnc

0229 director of property valuation shall annually obtain such numbe

0830 m&!xnieps:ndwtﬁwgnuud—su—pmpwmummw k_/ \
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/0231 tins-ropresenting-different-geographic-and.oil-and-gas-pigr

232 duclio
0233 insure that
0234 prescribed by the dtregtor. Such appraisals slmﬂ/l;e reviewed by i
0235 the director of property vitnation with-aTommittee consisting of

0236 the director of property valuatiorizthree county appraisers, se-
0237 lected by the director o pf@crly valultiap, from counties rep-
0238 resenting difleren g(g(r‘aphic and oil an(‘l’h\xcqluctiun areas
0239 of the state and'Three members selected by the govern om the
0240 geney Hﬂﬁ;lic having education or experience in ll:’(:;[;d\m"l
0241 aﬂffg:&pmducliuu.

0212 Sec.—.‘}:‘,'(u){l'hc amount of the tax payable each month undep o=
0243 the provisions of section$%f this act shall be due and payable on
0244 or before the dastyday of the second month following the cnd of
0245 the month in which theeeak-foalts] 0il or gas is removed from the

0246 leasc or production unit eseesl-forsaltfmire. The lax is upon the
0247 producersfof such-eeak-fealiykoil or gasin the proportion to therr

arcas of the state as the director deems necegsafy to

property is valued in accordance-with guides

.

o
E|

Except as otherwise provided in
subsection (c), .

20t

as defined in section 1,

“/ 0219 the well erwine, upon wrilten notice to the first purchaser and
0250 the director, clects to remit the tax, the first purchaser of any eeah
0251 +aelsf oil or gas sold shall collect the amount of the tax due from ;
0252 the produccrsﬁ)y deducting and withholding such amount from i

]
l
}
i
i
0248 Wmhipﬁt the time of severance, and unless the operator ol ‘ “ interest
|
|
i

as defined by section 1

0253 any payments made by such purchaser to the operator, or such
0254 producers where payment is made to same directly, and shall
0255 remit the same as provided in this act.

0256 In no event shall a producer be relieved of responsibility for
0957 the tax until the same has been paid. In the event the tax shall be

0258 withheld by a purchaser from payments due an operator or
0259 producer and such purchaser fails to make payment of the tax to

0260 the state as required herein, the operator or producer shall be
0261 entitled to bring an action against such purchaser to recover the
0262 amount of tax so withheld together with penalties and interest ;
0263 which may have accrued by failure to make such payment. The :
264 operator or producer shall be entitled to reasonable attorney fees \

0265 and court costs incurred in such action.
0266 (b) The state shall have a licn on all the eonlfoalisk oil or gas
/ 0267 severed in this state in the hands of the operator, any producer or




0268
L od
0270
0271
0272
0273
0274
0275
0276
02717
0278
0279
0280
0281
0282
0283
0284
0285
0286
0287
0288
0289
0200
ORvE
0263
0293
Q204
0285
0206
0207
0208
0299
03
0L, .

4302

Sub. for SB 267—Anm. by SCW
: 8

the first or any subsequent purchaser thereof to secure the \/

payment of the tax. In the event any person required herein to
pay the tax fails to do so, the director shall proceed against such
person to collect the tax in the manner provided by K.S.A.
79-3235 and amendments thereto.

Hoer-b—{ulivery-purchaser-responsible-forremitling- the-tax

imposod-under-theprovisions-ofsection-2-shellon-er-before-the
last-day-ofthe-second-nonthrfollowing-the-end-vfevery calendar

(¢) All taxes imposed under the provisions of section
2 of this act upon o0il or gas removed from the lease or
production unit in the months of May and June in the
year 1983, shall be due and payable on or before the
20th day of September, 1983. In addition all returns
required to be filed by purchasers and operators in
relation to oil or gas removed from the lease or pro-
duction unit in the months of May and June in the year
1983. shall be filed on or before the 20th day of
September, 1983,

menthAnake a return to the director upon forms prescribed and

furnished by the director showing the gross swmoeuntgof woal,

fsalt,Loil or gas purchased during the month for which the return
is filed, the price paid therelor, the correct name and address of
the opcrator or other person from whom the same was purchased,
a full deseription of the property in the manner prescribed by the
director from which such eealyfsaltyl oil or gas was severed and
the amount of tax due. Such return shall be accompanied by a

.

Sec. 5. (a) Except as otherwise provided in subsection
(c) of section 4, every purchaser responsible for re-
mitting the tax imposed under' the provisions of section
2 shall on or before the 20th day of the second month
following the end of every calendar month in which oil
or gas is removed from the lease or production unit

quantity

remittance of theamount of the tax esmputed-under-tis-suh-

~ full

sectiond For-tho-purpeses-ol-delesmininghe-amountoltanio-b

remitted such purchaser shall compute the full amouunt of th g
due under sc\ 2 of this act upon all coal, [salt,] O'I/O;Vgas
severed and runo\ from the lease or production (ﬁt/or mine
during such month anc {;ﬂl deduct from this ametint an amount
equal to the full amount of'the ad valorem prp@ly taxes aetually
paid by the taxpayer upon eo x fmh«} F gas properties during
the nent preceding ealendar yene fax credit allowed to the

taxpayer pursuant to seclion 4} maltiplied by the number of
(being rémyitted under this act,

months for which the 't‘x}(
divided by 12. Whenevera taxpayer sells coal, [salt,] oil or gas to

more than one pugeliaser in any month, sudh taxpayer shall
provide to each h purchaser the names of all su¢h purchasers
to whom (/)}'l,/g:s[, salt] or coal was sold in such\f\xl‘unlh and
whethepOr not or to what extent the ad valorem property tax
tiomr—has~been—utilized—imr-detenining - the—tnxes~t

milted-by-sach-sueli-purehases
y—H—conk—{sali;]-oil-or—-gas—is—removed-from-the-lease-or

0303 proeduction-unitor-mine-butnotsokd-tompurchoserthevpemtor

0304 shallemrorbeforethe-last-dayof-the-second-monthr-following-the &wJ

due

v

(b) Except as otherwise provided in subsection (c)
of section 4, if o0il or gas is removed from the lease
or production unit but not sold to a purchaser or if
the operator elects to remit the tax as authorized
under section 4, the operator shall on or befote the
20th day of the second month following the
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Ve .
0305 end of every calendar month Inake a return to the director upon
03 forms preseribed and furnished by the director showing the gross

o ———

or production unit

in which o0il or gas is removed from the lease

‘quantity [

0307 watue’of eonkfsaltF-oil or gas removed during such month and a
0308 full description of the property in the manner prescribed by the

|
L

0309 director from which the same was severed.Such return shall be
0310 accompanicd by a remittance of the full amount of tax due wpon-
0311 -the-eonkfsall]-oilorgnstessthewmeunt-elany-eredits-to-whieh
0312 dhe-taxpayerisentitled_The amount-ofthe taxesto-be-remitted
0313 shall-be-detemined-in-the-same-manner-prescribed-forremit-

{;f the oil or gas has been sold

0314 tenees-hy-purehasers-undersubssction-{a}of thissection. 4
0315 (¢) Each monthly return required hereunder shall be filed on
0316 separate forms as to product and county. All such monthly
0317 returns shall be signed by the purchaser or operator, as the case
0318 may be, or a duly authorized agent thereof.

0319 {d) The director may grant a reasonable extension of time for
0320 filing any return and remittance of taxes due under this act upon
0321 good cause shown therefor. Interest shall be charged at the rate
0322 prescribed by subsection (a) of K.S.A. 1982 Supp. 79-2968 for the

0323 period of such extension.

If the 0il or gas has not been sold the
operator shall remit the full amount of the
tax due upon certification of the amount
thereof by the director.

0324 Sce. "7 When the title to any tonkfsalty] o0il or gas being
0325 severed from the earth or water is in dispute and the purchaser of
0326 such eeal-fealt ] oil or gas is withholding payments on account of
0327 litigation, or for any other reason, such purchaser is hereby
0328 authorized, empowered and required to deduct from the gross
o328 amount thus hield the amount of the tax imposed doss-the-ameount—
0330 ef-any—erodittoadich the taxpayer-is—entitled and to make

0331 remittance thereof to the director as provided in this act.

0332 Sec. -8 When requested by the director, all transporters of
0333 esnal-fsalt,]-oil or gas out of, within or across the state of Kansas
0334 shall be required to furnish the director such information relative
0335 to the transportation of suchwesd~fsalid oil or gas as the dircctor
0336 may require. The director shall have authority to inspect bills of
0337 lading, waybills, meter or other charts, documents, books and
03, records as may relate to the trunsportation ofweal fsalt] oil or gas
0330 in the hands of each transporter herein referred to. The director
0340 shall fimther be empowered to demand the production of such
o341 bills of lading, waybills, charts, documents, bocks and records
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relating to the transportation of eealfsaléy}oil or gas at any point
in the state of Kansas which may be designated, except that in
the case of common carriers using bills of lading or waybills
prescribed or approved by the interstate commerce commission,
such common carrier shall only be required to keep the usual
records at offices in the state where such records are usually

kept.

\J

——

Sec. &/Thc director shall have the power to require any
operator, producer or person purchasing anysoak-feakyf oil or gas
severed from the earth or water to furnish any additional infor-
mation deemed to be necessary for the purpose of computing the
amount of the tax, and for such purpose to examine the meter and
other charts, books, records and all files of such person, and for
such purpose the director shall have the power to issue subpoe-
nas and examine witnesses under oath, and if any witness shall
fail or refuse to appear at the request of the director, or refuses
access to books, records and files, the district court of the proper
county, or the judge thereof, on application of the director, shall
compel obedience by proceedings for contempt, as in the case of
disobedience of the requirements of a subpoena issued from

such court or a refusal to testify therein.

-]

Sec. 404 (a) I any taxes imposed under this act and deter-
mined and assessed by the director are unpaid: (1) Not due to
negligence or to intentional disregard of rules and regulations
promulgated by the secretary, interest on such taxes shall be
added at the rate per month prescribed by subsection (a) of
K.S.A. 1982 Supp. 79-2968, and amendments thereto, from the
date the tax was due until paid; (2) due to negligence or to
intentional disregard of the rules and regulations promulgated
by the sccretary, but without intent to defraud, a penalty of 10%
of the amount of such taxes shall be added, together with interest
at the rate per month prescribed by subsection (a) of K.S.A. 1082
Supp. 79-2968, and amendments thercto, from the date the tax
was due until paid; (3) due to fraud with intent to evade the taxes
imposed by this act, there shall be added thereto a penalty of
50% of the amount of such taxes, together with interest at the rate
per month prescribed by subsection (a) of K.S.A. 1982 Supp.

"
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79-2968, and amendments thereto, from the date the tax was due
until paid. ‘

(b) If any person fails or refuses o make any return, when
required to do so under the provisions of this act, such person
shall be subject to a penalty of $25 per day for each return which
such person fails or refuses to file.

(¢) Whenever, in the judgment of the director, the failure of
any person to comply with the provisions of subsection (a)(1),
(a)(2), and (b) of this section, was due to reasonable cause, the
director may, in the exercise of discretion, waive or reduce any of
the penalties upon making a record of the reason therefor.

(d) In addition to all other penalties herein provided, any
person who fails to make a return, or to pay any tax herein
provided, or who makes a false or fraudulent return, or fails to
keep any books or records prescribed by this act, or who willfully
violates any rules and regulations promulgated by the secretary
for the enforcement and administration of this act, or who aids
and abets another in attempting to evade the payment of any tax
imposed by this act, or who viclates any other provisions of this
act, shall, upon conviction thereof, be guilty of a class C mis-

demeanor.,

Sec. 1 Every operator shall make and keep a complete and
accurate record in the fonn required by the director showing the
gross quantity of-eealfsall,] oil or gas severed and removed, the
names of the purchasers of such products, the price paid therefor
and the date of purchase. Every purchaser of seslpfaslis] oil or
gas severed in this state who is required to collect and remit the
tax on the same shall make and keep a complete and accurate
record in the form required by the director showing the gross
quantity of wenb—fsalt,] oil or gas purchased, the price paid
therefor, the name of the operator and the date of purchase. Such
records shall at all times during business hours of the day be
availuble for and subject to inspection by the director, or the
director’s duly authorized agents and employees, for a period of
three years from the last day of the calendar year to which the
records pertain. Such records shall be preserved during the
entire period during which they are subject to inspection by the
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6 director, unless the director in writing previously authorized k.w
o417 their disposal.
0418 The amount of taxes imposed by this act is o be assessed
0419 within three years after the return is filed, and no proceedings in
0420 court for the collection of such taxes shall be begun alter the

0421 expiration of such period. In the case of a false or fraudulent
0422 return with intent to evade tax, the tax may be assessed or a
0123 proceeding ie court for collection of such tax may be begun at
0424 any time, within two years from the discovery of such fraud. No
0425 refund ssczadit shall be allowed by the director after three years
0426 from the date of payment of the tax as provided in this act unless
0127 before the expiration of such period a claim therefor is filed by
0428 the taxpayer, and no suit or action to recover on any claim for
0129 refund shall be commenced until after the expiration of six
0430 months from the date of filing a claim therefor with the director.
0431  Before the expiration of time prescribed in this section for the
0432 assessment of additional tax or the filing of a claim for refund, the
0433 director is hereby authorized to enter into an agreement in
0434 writing with the taxpayer consenting to the extension of the ‘\uf!
0435 periods of limitations for the assessment of tax or for the filing of
0436 a claim for refund, at any time prior to the expiration of the
0437 periods of limitations. The periods so agreed upon may be
0438 extended by subsequent agreements in writing made before the
0439 expiration of the periods previously agreed upon. In considera-
0410 tion of such agrecment or agreements, interest due in excess of

0441 48 months on any additional tax_shall be waived. 11
0442 Sec. 48/ (a) All revenue collected or received by the director
0443 from the taxes imposed by this act shall be remitted daily to the

0144 state treasurer. Upon receipt of each such remittance, the state
0445 treasurer shall deposit the entire amount thereof in the state
0446 treasury. The state treasurer shall first credit such amount
0447 thercof as the director shall order to the mineral production tax
~148 refund fund created under subsection (b) of this scction. The
149 state treasurer shall credit the remainder of such amounts as
0450 follows: (1) F@n-Nevember-isi 883and-November4-of eaclryeor .
0451 ¢hereafter-the-amount-of-§ 1;000;000-shalt-be-crediterd-tothe low

0452 -iﬂemnwrwrgyfassislﬂnoe~plmt;'elderlyrcrwlttd'andm*'xubsccfh:m ‘ngl'
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0453 -6 ig-hi-():rccnl to the special county mineral wroduction tax
i I
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fund created under subsection (¢) of this section; and {8) f3H the

five i

remainder thereof to the state general fund.

(b) A refund fund designated as “mineral production tax
refund fund” not to exceed $50,000 is hereby created for the
prompl payment of all tax refunds. The mineral production tax
refund fund shall be in such amount, within the limit set by this
section, as the director shall determine is necessary to meet
current refunding requirements under this act.

(¢) Thereis hereby created a special county mineral produc-
iion tux fund. On December 1, 1083, and quarterly therealter, the
dircctor of taxation shall distribute all moneys credited to such
fund to the county treasurers of all countics in which taxes were
levied under scction 2 of this act for the privilege of severing
woab-fsalty} oil or gas from property within the county, in the
proportion that the taxes levied upon production in each county
Lears to the total of all of such taxes levied in all of such counties.
Such distribution shall be based on returns filed, with any
adjustinents or corrections made by the director of taxation.

(d) The secretary of revenue shall make provision for the
determination of the counties within which taxes are levied
under section 2 of this act for the severance ofcoul—fsalis} oil or
gas and shall certify the same to the director of accounts and
reports.

(¢) The director of accounts and reports shall draw warrants
on the state treasurer payable to the county treasurer of each
county entitled to payment from the special county mineral
production tax fund upon vouchers approved by the director of
taxation. Upon receipt of such warrant, cach county treasurer
shall credit 50% of the amount thereof to the county general fund
and shall distribute the remaining 50% thereof to the treasurer of

(2)

[

wueke school disteiotAll or any postion of which is located within

the countywtion that the assessed value of venlyfsabist

oil und gas properties within each district bears to the total of the
assessed value ofull coak—fralis] oil and gas properties within the
county. Such assessed valuation shall be determined upon the

basis of the most recent November 1 tax roll. The treasurer of

districts,

— 7
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0.~ each scheol district shall credit the entire amount of the moneys
4.1 so received to the general fund of the school district.

0492  [P—Thareis-hereby-created-thelewsincome-encrgyoassistarce
0493 plenyelderly—Allmoneyreredited-to-suohfund-shall be-used-by
0494 -the-seorelary-of-secial-and-rehabilitation-servieesfor-theprr
0195 poserof-extendingbenefitsto-the-elderlypoor-havinganincome
0496 {evel-of-not-te-ereced160%—of-the-poveriygterei]—

0197  Sec. -}3d The secretary is hereby authorized to adopt such

0198 rules and regulations as may be nccessary to administer and

0499 enforce the provisions of this act.
0500  §Seertd—Theprovivions—ef~this-aci-ahall-enpi uly-l,

L

0501 1886+
0502 Sec. H4 HA5L This act shall take effect and be in force from

e

] 12

R s

Sec. 13. Hany provision of this act or the npplica(im:.tiixe-rcof
to any person or circumstances is held invalid, such invalidity
shall not affect other provisions or applications of the act which
can be given effect without the invalid provision or application,
and to this end the provisions of this act are declared to be

severable. —

B

0503 and after its publication in the Kansas register.

M

{\W/

(M
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[As Amended by Senate Committee of the Whole]

Sesslon of 1043

Substitute YOR SENATE BILL No. 267
By Committee on Assessment and Taxation

2-28

AN ACT relating to taxation; imposing a-bwupon-the-privilego-of

K--3/28/83

wovesingoval-Lealt 01l and gas from the carth or water of the

state; providing for the levy and collection of such tuxes and

the administration and enforcement of the provisions of the

act; prescribing penalties for violations thercof and providing

for the use and disposition of revenues derived therefrom.
Be it enacted by the Legislature of the State of Kansas:

Section 1. As used in this act, unless the context clearly
requires otherwise, the following words and phrases shall have
the meanings ascribed to them herein:

{x) ““Barrel” for oil measurement means a barrel of 42 U.S.
gallons of 231 cubic inches per gallon, computed at a tempera-
ture of 60 degrees Fahrenheit.

{—Ceonlneans—unymaterinlcomposed-predominantly—o
hyehvenrbong-in-a-sehd-slalo.

an excise tax upon the production ofj

~e “Director” means the director of taxation.

{dF—Ermmneed-recovery—metheds“ansans—mothods—of—sup-
plemontingnuluralreseroirforcos-vrenerpy-os-othervise—in—
eronsicultimate-rseovery-fromran-oil-reservobrSueh-torm-shell
nelude-butnst-belimited-tosecondwryrecovery-methodsunds
sueh-sthortsehniques-as-use-ofthermuel-stimulutionthe-tso-ol
thickeners—in—the—uids—injvotod—and-the—nse-olniseiblo—diss
plaeement-theider

e} “Cas” means natural gas tuken from below the surface of
the earth or water in this state, regardless of whether from a gas

well or from a well also productive of oil or any other product.

8 Gross value” means the sale price ofoil or gas at the time
ol removal of the oil or gas from the lease or production unit we

with-respeet-tecoulfondvalif~the-sale-pries-ullorsntracion—und-

/faé, =z
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.

is exchanged for something other than cash, or if no sale occurs at

the time of removal or if the relation between the buyer and the
selleris such that the consideration paid, if any, is not indicative
of the true value or market price, then the director shall deter-
mine the value of the conl—fsaltsF oil or gas subject to tax, based
on the cash price paid to producers for like quality coal-fealttoil

or gas in the vicinity of the well ormine at the time of the

If no sale of gas occurs at the time of
removal, then the value of gas subject to tax
at the point of removal will be the same per
BTU as the gas is sold for at the point of
sale if such sale is not between related
parties.

removal of the cewd—fsabtsF oil or gas from the lease or production

unit or-nrine

fg)-/"()il" means petroleum, or other crude oil, condensate,
casinghead gasoline, or other mineral oil which is aminedy sev-
ered or withdrawn from below the surface of the soil or water in

this stale.

~(~i'r)-/7()pcrut(>r" means the person primarily responsible for
the management and operation of coal, [salt,] oil or gas produc-

(e)-

}(f)[

tions on a property:
(i) “Overriding royalty interest” means e vight erented from a

working interest thut entitles ths evwner to & specified {raetion of

production; in kind er in value; free of expenso of dovelopment t
and operution of the propertys

‘Person’” neans any natural person, firm, copartner-

G) L) Lo

(g) "Overriding royalty interest” means a
right created from a working interest that
entitles the owner to a specified fraction
of production, in kind or in value, free of
expense of development and operation of the
property.

ship, joint vumuc, association, corporation, estate, trust or any
other group or combination acting as a unit, and the plural as

well as the singular number.

» means any person cwning, controlling,

{1 f&4- “Producer

managing or leasing any wonk—faslis]- oil or gas property or oil or

“[ (h) 1

ras well-ereoalforselil-mine, and any person who severs in any
manner any coalfsalts oil or gas in this state, and shall include

1

direct and beneficial{

any person owning .myfntercst in any eoalfsalzfoil or gas orthe

lproduced(

valwe=therenl/ whether severed by such person or some other

person on their behalf, either by lease, contract or otherwises but
Sl R

including a royalty owner a

such term shull net inelude any royalty ownes

Q)—{(;'\)}-—Pmduclztm——mc:ms—the—!omi gross-amount-of-conk
{w:lf;—}ﬂmz‘m“gns;—whwh-amtmnt-h)r the-purpose of the tax-imposed

-l+y~i'!xis-zwbslmiH)&mczisuredfor determined-(1) In thecasc ofotly

w

Yy—tank-tables-compiled-to—show—1 00% of-the-full-capacityof-

4
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Zanks-without-deduction{er-overage-or-losses-in-handling;-nb-
tovwvance for any reasonable and bona fide deduction for yisic
sedime %md water, and for correction of temperature to 60
degrees Falirgnheit will be allowed; and if the amount of oil
severed has E;:E\mcasnred or determined by tank tables com-
piled to show less %1 100% of the fxn!j,c:/ngzlcity of tanks, such
amount shall be rzxisedbﬁl&(is 0/@1()2)% for the purpose ol the
tax imposed by this act; zxxui/%\fill the case of gas, by meter
readings showing 100% o e full valume expressed in cubic
feet at a standard basp-ind flowing tempegature of 60 degrees
Fahrenheit, and z/}tft(e absolute pressure n:‘biicwe gas is sold
and purcls;lsc_d,/con’cction to be made for pressure A(Q:'ding to
Boyle's Iu\(zmd used for specific gravity according to thé~ggavity
ayrfch the gas is sold and purchased, or if not so specitied,
aCeording-to-the-test-made-by-the-balance-method

’(j)J | N

(m}-{(-i}]‘/:icmove" or “removal” means the physical trans-
portation of eoalyfsalts} oil or gas off of the lease or production
unit erfrom-themine where severed; and if the manufacture or
conversion of crude oil or natural gas into refined products
occurs on the premises where severed, oil or gas shall be
decmed to have been removed on the date such manufacture or
conversion begins. Removal shall not mean disposition of test,

frac or swap’oil which is sold or exchanged for value.

(n) “Royolty interest? ineans the share of not to exeeed s of
any conk; foalt;] oil or gas aetually severed; eithor in kind or in
valwe; reserved by the lessor ns consideration for the right
granted to a lessee to niine; drill and produco the samer

{o) ZRoyalty ewnorZ means an owner of tho royelty interest
Lut sueh term shall not ineludeo the owner of nny everriding
royalty or other payment earved out of the working interest:

{py [(m)] “Secretary” means the secretary of revenue.,

(k) "Royalty interest" means the share of
0il or gas actually severed, either in kind or
in value, reserved by the lessor as considera-
tion for the right granted to a lessee to drill
and produce the same.

(1) "Royalty owner" means an owner of the
royalty interest but such term shall not in-
clude the owner of any overriding royalty or
other payment carved out of the working interest

(@) [(n)] “Severed” or “severing” means: (1) Thelextraction or

wiihdrzm'iug’{from below the surface of the soil or water elany
i}, whether such extraction or withdrawal shall be by natural
{low, mechanical flow, forced flow, pumping or any other means
employed to get the oil from below the surface of the soil or

water and shall include the withdrawing by any means whatso-

" : :
| production of oil through

“ﬂthe same(
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ever of oil upon which the tax has not been paid, from any

patural or artificial, or from a water surface; 42
1,

-
2y

surfnce reservoi

>

and

(2)

the production of gas through

the same

the extraction or withdrawing’/by any means whatsoever, trom

below the surfuce of the earth or wulcrfﬂ-#&wy-gm:—zxm&{&}-i-hw

@%vwém§~m1:1fs~m'3-a{:~s~tm}'iim*m!#}*gx‘mﬁréhmm‘ih. \ (o)}
(f)ifn}y"ﬁ"'l’axpﬁ}’cr" means any person liable for the taxes (0) "Working interesc®
“es means an interest
est

imposed by this act.

{s) “Working interosts nroans ap inlerost granted to s le

ifi,_/////
govorod {romy @ propoviys

granted to a lessee in oil {
or gas ]
severed from a property ¢ aCtuallyf

in counl; feals;] oil or goe aobualls
9 (a) From and after JaysT, 1083,

nyngin g—irr-thro-brrstreyy-

Sec. there is hereby

imposed a-ts—apor—thre—prid loge—uof-e

] Mays

an ¢ i - a
an excise tax upon the severance and production

ztc:wivé{»yw%mi:;'mﬁ‘k‘{zw!éyj"’gii or gas from the earth or water
in this state for sales, transport, storage, profit or cominercial use,
provisions of this scction. Hachrtnctr

f-faslts}-oid

pgui-frgam-the-loas e-or-productionrunit-or conl-for-salt fnviner

subject to the following
-iwm\‘wy-‘impﬁ3mhﬁhﬁfmm?t{muwﬂ'oﬁ}xc‘trm

Such tax shall be borne ratably by all persons within the term

“producer” of this act. Such
tax shall be applied equally to el} portions of the gross value of

cach barrel of oil severed and subject to such tax und to the gross

as such ternm is defined in section 1

value of the vsalfyeslif-or gas severed and subject o such tax.

of

e e e P ST Y e S

8% with respect to 0il and_ 4% with respect
\ %% T 3
to gas. For the purposes ofl the tax imposed

hercecunder the amount of o0il or gas produced

s1ill be measured or detennined: (1} In the case of oil,
by tank tables compiled to show 100% of the full capscity of
tanks without deducton for average or losses in handling; al-

082

lowsnee for any reasonable and bona fide deduction for basic
0043
0046
0037

sediment and water, and for correction of temperature to 60
degrees Fahreuheit will be allowed; and if the amount of oil
severed has been measured or determined by tank tables cam-
piled to show less than 100% of the full capacity of tanks, such

The rate of such tax shall be B

(b) The following aotivitios shall be exempt from the tax
imposed under this section:

(1) ‘The severance &Wuuuw.ualgof gas which Is: (A)
into the earth for the purpose of lifting oil, storing, recycling or
repressuring; (B) used for fuel in connection with the eperation
of, vil or gas in the field

Injected

and development for, or production

lawlully vented or flured; () severed from a

where severed; (C)
well having an average daily production during
ofGaymel or less, which well has not been significuntly curtailed

by reason of mechanical fuilure or other disruption of produc-

a calendar month

(12) inadvertently Jost by reasen of leaks, hlowouts or other

d or consumed for domestic or

tion;
accidental losses; or (F) use

n which

agricultural purposes on ihe lease or production unit fron

it is severed;
o | S ¥

BEL]

w89
S04 ]
o008l
(0,85
0093
0004
0043

amount shall be raised to a basis of 100% for the purpose of the
tax imposed by this act; and (2) in the case of gas, by meter
readings showing 100% of the full volume expressed in cubic
feet at 2 standard base and flowing temperature of 60 deyrees
Fahrenheit, and at the absolute pressure at which the gas is sold
and purchased; correction to be made for pressure according to
Boyle's law, and used lor specific gravity according to the gravity
5 at which the gas is sold and purchased, or if not so specified,
0T according to the test made by the balance method.

and prcductionl

and production '
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157 svhose-depth-is-less-than-2,000-feet.and -whose-averaga-daily’
158 »rimary production is one barrel or less or whose avemgg.,da/i}y
150 roduction resulting {rom enhanced recovery nleﬂxoﬂsfis two
160 5)1rrtfs()rﬁusgjxvhicixvvcil?'nsxsoii)cezxsigtﬁf!cuzxﬂyfiiirhaﬂcnll)/
161 reason of mecimnical failure or other dissu;ﬁ i of production;
162 {B) from a well wi‘S&S» depth is 2,000 feet or more but less than
163 3,000 feet and whose average daily pm(ny production s two
16¢ barrels or less or whose uvemg& daily’ pmd retion resulting from
165 enhanced recovery methods is inur barrels or less, which well
166 has not been sigvincanﬂy c(}huicdxby reason of mechanical
167 failure or other disruptior oﬁ\rodax(tion (C) from a well whose
168 depth is 3,000 feet sf more and whoese avbmge daily primary
169 production ifthrcc barrels or less or whose avel agc.(hd!y pro-
170 duction msui‘fng rom enhanced recovery methods is ssx barrels

17t or less, wlil Wich well has not been significantly curtailed ‘)y ‘rwson

, or wells located upon the same lease or pro-
ducltion unit, whose average dally production
is two barrels or less, which well or wells
have not been
of mechanical failure or other disruption of
production; (B) from a well, or wells located
upon the same lease or production unit, whose
completion depth is 2,000 feet or more and

significantly curtailed by reason

whose average daily production is three barrels

or less, which well or wells have not been

significantly curtailed by reason of mechanical

failure or other disruption of production;

|
{or 01}

172 wé}mx Li!&lli«d...&ﬂ&hﬁv{w”{}ﬁ erdissuptioa-ofprodusticny.orn b)
173 .\z.,’i(h'ezu-udy iost by reason of leaks or other accidental means;

174 {3} the severanes and remeval of eoal; [salé;] il or gas whieh

175 is eltributable io e royally interest as defined by this ael;

178 {B=f{3)}j—theseverance-and-removal-of-gag-or-oil-prodpestd
177 from any well from which the first commercial pmduumﬁ/{:ulrﬁ
178 onornﬂcr&xccﬁcchveékgeofﬂﬂsactﬁnnaﬂanonﬂxofﬂu:ﬁrﬂ
178 sale of such production and’ ronlinuing fot n perfod of 24 months
180 thercafler. //'W —

181 Whenever the prnduchon of an oll welk ~ls_ not scparately
182 gauged, the avarnyt daily production {or purposes oﬂﬂlb sub-
163 stu:oushaﬁbu determined for such well by conventional t Barrel

184 -&ML«A

185 Scc. 3. Except as otherwise provided in this act, the iax

186 imposed by section 2 of this act shall be upon the iausﬁness

Jeeagiorns

(3) The severance and production of gas or oil
from any pool from which o0il or gas was first
produced on or after May 1, 1983, and con-
tinuing for a period of 24 months from the
month in which o0il or gas was first produced
from such pool as evidenced by an affidavit
of completion of a well, filed with the state
corporation commission. The term "pool" means
an underground accumulation of o0il or gas in
a single and separate natural reservoir charac-
terized by a single pressure system so that
production from one part of the pool affects
the reservoir pressure throughout its extent.

187 aetivity-of-severing-and-remevalef eoalrfaalt}oil or gus In this
1688 state, regardiess of the place of sale of such eealifeals;] oll or gas
160 or to whom sold or by whomn used, or the fact that the delivery
16¢  aereof may be made to points oulside the staie. The taxes
161 fmposed by this act shali be in addition to all sther taxes imposed
102 upon real or personal property by the state of Kansas or by any

193 taxing subdivision thereof,

severing and producing of &

]
§
H
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Qo —{a) [ Fxoepl-as olhuerwise provided in this sulyeciinn,e
re Shall be allowed to each taxpayer, as a credit against thc(i; X
fevied L\fdcr the provisions of section 2 of this act, un umf it

all ad valorem taxes petundly paid [due

equal to the full mmount of
andd ;uzyab\éu] by such taxpayer upon oil vr guy propghtys
dolined by \}}‘{.S.Ax 70-180; or eoul
fduring [on November 1 of] the next

0s
property during the fiext pre-
coding ealendpy yours
lar yeur upon coal [and salt] prope
x*{nwd by K.5.A. 79-329, and an/'nmmmf equul

riho ad valorem loxes avtually paid [ue and
l<} of] the next

i ty and wpon
preceding cales U I

oil property, as ¢
to the full amountd

the tux

1

payable] by yayer dusing [on Novuu)bcr 1 o
preceding calendar yeQrupon guy properiy, gy de ined by K54
79-328, which hay not if54\'cxl allowed uy a ppsy through under thse
terms of the gos purchigse condract o/u)hich Jias not been

J . 1
allowed as o pasg througlhas a ruuu!l/oj a rule or order of the

sederal Energy Regulaior (fmnmi:;:(hm.]
On or before Jane 1, 1483, and January 15 of each year
therealter cach taxpayer who i:,\{:}xl required to collect und remit
taxes under thisact shall notify g person required to collect nnd
it such taxes of the full m;mu‘;%\o[ud valoren taxes actuanlly
puid [due and puguble] by s;xi:i:
as defined by K.S.A. 'IBJ)%&), or conl [hr salt] propeity dmi;:g [m‘x
the ad

taxpyycer upon oil or gas properly,

J . o .
November 1 of] the noxt preceding atendar year. H
J
vidorem tuxes puid fdug and payable] in quch year exceed the tax
4 3 “ ~ ., . .
linbility of the taxppyer under the provigions of this act, no

vefund or other credit shall result from sucy excess. e eredit

/ -} T
applicable for ony tax year shall not be used i!} another tax year.
sid valorem fox credit allowed 1o any

[The unmung-/of the :
Sor deductionYrom the taxes

faxpayer unu:e/r thiy zubsection \ ‘
impoesed Ull'lltir this act shall not exceed .thu amount oj' ad
valorem 11;.1"4;3 dus and puayable inthe preceding ye (\:ngu oil or
L3 ;n'()}}p/rty used in producing oil or gus which iy Iu.x\(\bla under
his wchl] \\

(b}/l'\)r the purpose of insuring thut ad valorem l.n‘opK:\z'ly Lirx
cz‘mnyls cluimed under subsection (1) of this section are vz\ﬁ‘«kthc
d}'mc{m' of property valuation shall unnually obtain such numper

N P T IOV BIURT IS ISy

.

¥ Sec. 4. (a) There shall be allowed Lo each taxpayer,
other than an owner ol a royalty interest, who Is llable
for ad valorem property taxcs upon oil property as de-
fined by K.S.A. 79-329, a credit against the tax levied
under section 2 upon the severance and production of oil,
an amount equal to the product of the ratio of the county-
wide average of ad valorem property taxes on oll producing
property. for the county in which the property from which
such o0il was severed and produced for the year 1982, to
the gross value of o0il secvered and produced in such county
for the year 1981, multiplied by the gross value of oll
attributable to such taxpayer “and taxable under this act.
The dircetor of property valuation shall certify, the prod-
uet of such ratio to be applied in each county for the
purposes of this

(b) There shall be allowed to each taxpayer, who is the
owner of a royalty interest in oil, who is liable for ad
\  valorem property taxes upon such interest, a i

\credit against the tax levied under section 2

subsection.

upon the severance or production of oil, an amount equal
to the product of the ratio of the countywide average of
ad valorem property taxes on royalty interests in oil
for the county in which the property from which such

0il was severed and produced for the year 1982, to the

" gross value of royalty interests in oil severed and
produced in such county for the year 1981, multiplied

by the gross value of oil attributable to such taxpayer
and taxable under this act. The director of property
valuation shall certify the product of such ratio to be
applied in each county for the purposes of this sub-
section.

(¢) Lvery operator shall file with the county appraiser
of any. county in which oil property is located from
which oil is severed and produced a division order
covering all interests in any oil severed and produced.
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‘mfinLies--z-epresenting»diﬂérermgeu rraphic.and.oiland-gas- DLy
ductidna arcas of the state as the director deems necessd 1y to
insure t:mt Such property is valued in Acu)rdancc« with guides
prescribed by th ﬁimuor Such Appmxs.lls shall “be reviewed by
the director of property vahmgou wnth v c()mnnitcv consisting of
the director of property V'lhmhtm\. hrcc county appraisers, se-
lected by the director of. px‘()puty valus ttion, from counties rep-
resenting (MkrcnbgCogrm)hxc and oil and ga¥prgduction arcas
of the state and’ fhree members selected by the 3,0»';'\1(7 »LL\m the
general pm)lm having education or experience in the {u,,(.!T)"w.gJ

aiTigus~-productinn.

Sec.-57 (a)ylhe amount 0r the tﬂx X pay -able each month unde

*{Ej Except as otherwise prov1ded in

subsection (c),

f»

ppntipe

the provisions of scctions 671 this act shall be due and [)d)’dl)lb on

or before the dastday of the second month following the end of
the month in which theeoal—fsaltsf oil or gas is removed from tlm

lease or x*r()duuxo 1 unit eseonbforsalt]-oime. The tax is upon e

e =

{ZOthr

nroduulzs*oi such-emal-{eaai,—} oil or gasn the proportion to their

,as defined in section 1,

PLITIY: w!xnpmt the time of severance, and unless the operator of
the well wi-mine, upon written notice to the first purchaser and
the director, elects to remit the tax, the first purchaser of any wenk

“fsalizd oil or gas sold shall collect the amount of the tax due from

)

-~y

interest

Py

!

the producers?by deducting and withholding such amount from
any payments made by such purchaser to the operator, or such
producers where payment is made to same directly, and shall
remit the same as provided in this act.

In no event shall a producer be relieved of responsibility for
he tax until the same has been paid. In the event the tax shall be
withheld by a purchaser from payments due an operator or
producer and such purchaser fails to make payment of the tax to
the state as required herein, the operator or producer shall be
entitled to bring an action against such purchaser to recover the
amount of tax so withheld together with penalties and interest
which may have acerued by failure to make such payment. The
operator or producer shall be entitled to reasonable attorney fees
and court costs incurred in such action.

(b) The state shall have a licn on all theeoal-fsaliyFoil or gas

severed in this state in the hands of the operator, any producer or

4

as defined by section lj
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the provisions of section

(¢) All taxes iwposed under :
removed from the lease or

2 of this act upon oil or yas v
production unit in the months of May and June in the
year 1983, shall be due and payable on or before the

the first or any subsequent purchaser thereof to secure the N 20¢th day of September, 1983. In addition a1l returns

payment of the tax. In the event any person required herein to required to be filed by purchasers uud operators in

pay the tax fails to do so, the director shall procecd against such relation to oil or gas removed from the lease or pro-

person to collect the tax in the manner provided by K.S.A. duction unit in the months of Miy and June in the year

79-3935 and amendments thereto. 1983 shall be filed on or before the 20th day of
Seemb—{nBvery-purchaser-responsible-forremitting-the-tux- 5“g£zljd);1. . (31(;81%3;(c¢l3t S olhomwise provided in subsection

imposedunder e provisions-of section-@shalt-on-or belore-the (¢) of scction 4, every purchaser responsible for re-

l»:wbdny—oh!se»secmx&mm:{}rfol}owing--lhc,"cxxci-of?evcry»cule;ndut mitting the tax imposed under the provisions of section

asenth/imake o return to the director upon forms preseribed and 2 shall on or before the 20th day of the second month

furnished by the dircctor showing the gross ﬂl’h(‘?tnﬁwfﬁ;};\. following the end of every calendar month in which oil

Lowltfoil or gas purchased during the wonth for which the return or pas is removed from the lease or production unit

is filed, the price paid therefor, the correct nanme and address of ]

the operator or other person from whom the same was purchased, 1 uantity

a full description of the property in the inanncer prescribed by the

dircetor from which such evab-fsaltyoil or gas was severed and '

the amount of tax due. Such return shall be accompanied by a

remittance of thedimount ol he tux computed under s sul- P full

section, For the purposes of determining the amount of tax to be  peawmm

remitted such purchaser shall compute the full amount of the tax =¥

due under section 2 of this act upon all evalsfsalid-oil or gas ‘

severed and removed from the lease or production unit ernyines

during such month and shall deduct from this amountan amount |

cqual to the full amount of the wd-valerem-propertytuxes netuadly f

puid by the tpuyer apon conl; foeli=] o) o gas properties during = : s — . _

the next preceding enlendar year [tax credit allowed to the i z for the purpose of computing the amount of

taxpayer pursuuni 10 section 4,]/multiplied by the number of i the (-:redlt to be deducted pursuant to sub-

- ‘ et ) . sections (a) and (b) of section 4, the full

months for which the tax is being remitted under this act, \ i amount of such credit shall be

divided by 12. Whenever a taxpayer sells vontfaultsf oil or gas to — {

more than one purchaser in any month, such taxpayer shall '

provide to cach snch purchaser the numes of all such purchasers M_____.@

to whom oilf gasfsattf-or—eoak wus sold in such month and /EI;—S:@::}E

whether or not or to what extent the wd-valorem-propuerty lax P . :

dedhetionhas been utilized in determining the taxes to be (b) Except as otherwise provided in subscction (¢)

remitted by each such purchaser. of scction 4, if oll or gas is removed from the lease
fjfﬁ“”i'{.“cmiir”[w“s’]*‘f')i'l-ﬂ?"{a‘ﬂ‘“ﬁiwwW‘Vwivi‘!‘m“*‘llw-luémt‘-wk‘-f- N or production unit but not sold to a purchuaser or if

.}%‘-ﬂdzw{»imru'nitfur‘nrinc»lmt“x]z)t“S(w](!‘tu":rpm’(fh:\S'Cr'i‘hr_?"()p(?mm/ ‘WM the operator elects Lo remit the tax as authorized

x;!m.li—ma—ﬂr-}w!v}rrr-ﬂm—‘xm{—r!:r;mH%nf-xr-mnd-mrmtMih-c— e’ under scction 4, the opurutor(sl‘;z}xll.on or befote the

SRR e e e iy il fallaviae
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in which o0il or gas is removed from the lease
or production unit

end of every calendar month’make a return to the director upon

orms prescribed and furnished by the director showing the gross

walwedof vonlfealisd oil or gas removed during such month and a

quantity[

If the 0il or gas has been sold

full description of the property in the manner prcscubciM

director from which the same was severed.Such return shall be

accompanied by a remittance of the full amount of tax due wipon-

the~couk{salid-vil-or-gas-less the amount of any credits to which

the taxpayer is entitied.fThe amount of the taxes to be remitted

shall be detennined in the same manner prescribed for remit-

If the o0il or gas has not been sold the
operator shall remit the full amount of the
tax due upon certification of the amount
thereof by the director.’

tances by purchasers under subsection (a) of this section.

(o
(c)
separate forms as to product and county. AN such monthly

Each monthly return required hereunder shall be filed on

returns shall be signed by the purchaser or operator, as the case

may be, or a daly authorized agent thereof.

{d) The director may grant a reasonable extension of time for
filing any retura and remittance of taxes due under this act upon

good cause shown therefer. Interest shall be charged at the rate
preseribed by subsection (a) of K.S.A. 1982 Supp. 79-2968 {or the

period of such extension.

]

P

See. & When the title to any -eesk—foalig oil or gas being
severed from the earth or water is in dispute and the purchaser of
sucheouly-fealtyfoil or gas is withholding payments on account of
litigation, or for any other reason, such purchaser is hereby
aunthorized, empowered and required to deduct from the gross
amount thus held the amount of the tax impesed less the amount
of any credit to which the taxpayer is entitled and to make

remitlance thereof to the director as provided in this act.

Sec.~8~/ When requested by the director, all transporters of
eonl-fsaliz}oil or gas out of, within or across the state of Kansas
shall be required to furnish the director such informa tion relative
to the transportation of such eoak-fealt;} il or gas as the director

may require. The director shall have authority to mspcct bills of

lading, waybills, meter or other charts, documents, books and
reords as may relate to the transportation of coal;fsaliz] oil or gas !

in the hands of each transporter herein referred to. The director

shall further be empowered to demand the production of such

hills of lading, waybills, charts, decuments, books and records

[+]
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relating to the transportation of conlfaalisFoil or gas at any point KJ'

in the state of Kansas which may be designated, except that in
the case of common carriers using bills of lading or waybills
prescribed or approved by the interstate commerce commission,
sach ¢ arrier shall iv. he re ired kee he
such common carrier shall oniy be required to keep the usual
records at oflices in the state where such records are usually

kept.

See.-9+ The director shall have the power lo require any
operator, producer or person purchasing any-eouly{salty}oil or gas
severed from the earth or water to furnish any additional infor-
mation deemed to be necessary for the purpose of computing the -
amount of the tax, and for such purpose to examine the meter and
othier charts, hooks, records and all files of such person, and for
such purpose the dircctor shall have the power to issue subpoe-
nas and examine witnesses under oath, and if any witness shall
fail or refuse to appear at the request ol the divector, or refuses
access to books, records and files, the district court of the proper
county, or the judge thereof, on application of the director, shall

P i
&
194
L

i‘

compel obedience by proceedings for contempt, as inthe case of
lisobedience of the requirements of a subpoena issued i
disobedience of the requiremenis of a subpoena issued irom

such court or a refusal to testify therein.

Sce. “l{'}:*’m if any taxes imposed under this act and deter-
mined and assessed by the director are unpaid: (1) Not due to
negligence or to intentional disregard of rules and regulations
promulgated by the secretary, interest on such taxes shall be
added at the rate per month prescribed by subsection () of
K.S.A. 1082 Supp. 79-2068, and amendments thereto, from: the
date the tax was due until paid; {2) due lo negligence or to
intentional disregard of the rules and regulations promulgated
by the secretary, but without intent 1o defraud, o penalty of 10% |
of the amount of such taxes shall be added, together with interest
at the rate per month preseribed by subsection (a) of X.5.A. 1982
Supp. 79-2868, and amendments thercto, from the date the {ax
was due until paid; (3) due to fraud with intent to evade the taxes
imposed by this act, there shall be added thercto a penalty of

50% of the amount of such taxes, together with interest atthe rate

£
2

&
$

per month preseribed by subscction (a) of K.S.A. 1982 Supp.

j




0379
{1
381
382
0383
0381
0345
03846
Q387
0348
0389
0380
0391
0392
0353
0304
0345
0306
0347
0348
03494
0400
0401
0102
0403
0401
0405
0406
G107
040
6449
0410
0411
0
0413

Sub. oy S L870—Am. Ly SCW

11
79-2568, and amendments thereto, from the date the tax was due
until paid. .

(b) If any person fails or refuses to make any return, when
required to do so under the provisions of this act, such person
shall be subject to a penalty of $25 per day for each return which
such person fails or refuses to file.

(¢} Whenever, in the judgment of the director, the failure of
any person to comply with the provisions of subscction (a}(1),
(a)(2), and () of this section, was due to reasonable cause, the
dircctor may, in the exercise of disceretion, waive or reduce any of
the penalties upon making a record of the reason therefor.

d) In addition to all other penalies herein provided, any
person who fails to make a return, or to pay any lax herein

provided, or who makes 2 false or fraudulent return, or fails to

et

keep any books or records preseribed by this act, or who willfully
violates any rules and regulations promulgated by the secretary
for the enforcement and administration of this act, or who aids
and abets another in atlempting to evade the payment of any tax
imposed by this act, or who violates any other provisions of this

act, shall, upon conviction thereof, be guilty of a class C mis-

<]

demeanor.

Sec. 44+ very operator shall make and keep s complete and
accurale record in the form required by the director showing the
gross quanlity of eoalfsaltf-oil or gas severed and removed, the
names of the purchasers of such products, the price paid therefor
and the date of purchase. Every purchaser of vouli-fealizf-oil or
gas severed in this state who is required Lo colleet and remit the
tax on the same shall make and keep a complete and accurate
record in the {orm required by the director showing the gross
quantity of wonl={seliyl oil or gas purchased, the price paid
herefor, the name of the eperator and the dite of purchase. Such
records shall at ull times during business hours of the day be
available for and subject to inspection by the director, or the
director's duly authorized agents and employees, for a period of
three years fiom the last day of the calendar year to which the
records pertain. Such records shall be preserved during the

13 o i Lr . LI 1 b . E v ¢ . . - 3 i
entire period during which they are subject to fuspection by the
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o116 director, unless the director in writing previously authorized \\Mw"
0+ iheir disposal.

0418 The amount of tuxes imposed by this act is to be assessed
0116 within three years afler the return is filed, and no proceedings i
0190 court for the collection of such taxes shall be begun aller the
0421 expiration of such period. In the case of a false or fraudulent
0492 return with intent to evade tax, the tax may be assessed or a
0423 proceeding in cout for collection of such tax muy be begun at
pi24 any lime, within two years from the discovery of such fiaud. No
0425 refund or eredit shall be allowed by the director after three years
0426 from the date of payment of the tax as provided in this act unless
0497 before the expiration of such perfod a claim therefor is filed by
0428 the luxpayer, and no suit or action to recover on any claim for
0120 refund shall be commenced until after the expiration of six
0430 mwonths from the date of filing a claim therefor with the director.
0431 BDefore the expiration of thne preseribed in this section for the
o432 assessment of additional tax or the filing of a elaim for refund, the
0433 director is hereby authorized to enter into an agreement in

6434 writing with the taxpayer counsenting to the extension of the ‘R;g»"
0435 periods of limitutions for the assessment of tax or for the filing of

0436 a claim for refund, at any time prior to the expiration of the

0137 periods of limitations. The periods so agreed upon may be

0438 extended by subsequent agreements in writing made before the

009 cxpiration of the perieds previously agreed upon. In considera-

0440 tion of such agreement or agreements, interest due in excess of ——
¢441 48 months on any additional tax shall be waived. /‘{__LL‘(

. / ; - ; ;
0112 Sec.—2Y (u) All revenue collected or received by the director
043 from the taxes imposed by this act shall be remitted daily to the

o114 siate treasurer. Upon receipt of each such remittance, the state

K

0445 treasurer shall deposit the entire amount thereof in the state
0448 treasury. The state treasurer shall first credit such amount
0447 thereof as the directer shall order to the mineral production tax
6146 refund fund created under subsection (b) of this section. The
04~ stale treasurer shall credit the remainder of such amounts as
¢i50 follows: (1) f@n-Novemberd; 19835 and November I-of euclryear
0451 thereafier the amount of $1,000,000 shall be credited io the lowr %i
i

o

0452 income energy-asyisiance pluny elderly; creaied under subseciion-
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s
sercent to the special county mineral production tax

5}

A

(94 !

s(SH-eights
: . . . NS cow
fund ereated under subsection {¢) of this scction; and-{@3f(H ke

e

afuys
U

N4

remainder thereof to the state general fundis
(h) fund designated as “mineral production tax
cefund fund” not to exceed $50,000 is hereby created for the

A refund

prompt payment of all tax refunds. The mineral production tax \
refund fund shall be in such amount, within the limit set by this
scetion, as the director shall determine is necessary to meet
current refunding requirements under this act.

(¢) There is hereby created a special county mineral produc-
Lion tax fund. On December 1, 1983, and guarterly thereafter, the .
director of taxation shall distribute a1l moneys credited to such
fund to the county treasurers of all counties in which taxes were
levied under scction 2 of this act for the privilege of severing
wouk—fsalts} il or gas {from property within the county, in the
proportion that the taxes levied upon production in exach county
bears Lo the total of all of such taxes levied in all of such counties.
Such distribution shall be based on returns {iled, with any
adjustments or corrections made by the director of taxation.

(&)

. . . r
determination of the

The secretary of revenue shall make provision for the
counties within which tuxes are levied
under section 2 of this act for the severance of-couk-fsultygf~oil or
gas and shall certify the same to the director of accounts and
reports.

{¢) The director of accounts and reports shall draw warrants
on the staie reasurer pa able to the counly treasurer of cach

J

county entitled to payment from the special county mineral
sroduction tax fund upon vouchers ap sroved by the director of
1 i
taxation. Upon receipt of such warrant, anch counly treasurer
shall credit 50% of the amount thereol to the county general {und

3

- - - . N ~ v
and shail distribute the remaining 50% thereof to the treasurer of

ye "'"‘""""""g

- fiyfk

f3})in fiscal year 1984, commencing on Décembéff
15 and on the 15th day of each month there;§
after t+here shall be credited to the state 5
highway Ffund, equal amounts which in the !
aggregate equal $20,000,000 and

it T o -
AL U A S TR e AL A 4T AR AT 0
’ Ry B

. B

,.and (3) in fiscal year 1985 and in each
flscql year thereafter there shall be
credited to the state highway fund an amount
equal @o 20% of the revenues received from
taxes imposed by this act, excluding .the
amounts credited to funds created pﬁrsuant
to subsections (b) and (c), except that

the amounts so credited in any fiscal year
shall not in the aggregate be less thag

$20,QOD,OOO, and the remainder shall .be
credited to the state general fund.

£

% districts

ey AE RS AR A S A T AR 2

each schoo! distriethll or any portion of which is located within

the countyyin the proportion that ihe assessed value ofeonl fsalts]
o 1Y T b AT C o U AL NOAL S AL T B kit

O o e T R0 A ML P AR A AR N Y S 7 e

oil and gas properties within each district bears to the tolal of the
assessed value of all-esal—fsalizFoil and gas properties within the
county. Such assessed valuation shall be determined upon the

Lasis of the most recent November 1 tax roil. The treasurer of

g
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01490 each scheol district shall eredit the entire amount of the maoncys
¢ so received to the general fund of the school district.
0492 HES—Thereisferaby-srea ted-thedowdnecomeenergyamisiance
3 plessmelderly—Allmoneys-eredited-fo-auchfund-shal Lhe-used-by
e41d-tho-sceretary-of-soetal-and-rehialilitation-ser wices—for-tfre—ur

"

0195 pevesofexterndingberefitsto-the-eldesly peor-fia wmg an-treonye

«

9496 develsi~roi-to-reeeed—$50%—of-thepoverty-doosl

0197 Sec. -1 -

0498 rules and regulations as vmzy be necessary to administer and

ihe secretary is herehy zmtﬁ)r;zcd to a‘zéopt such

01498 enforce the provisions of this act.
0300 HEeertr—TTe-provirons—ef—thireob-choll-axpire-sn-July_l,
0505 2B3F rw" g

0502 Sec. 24 £253L This act shall take effect and be in force from

T e YA T e < =

shall not affect other provisions or applications of {1

can be given effect without the invalid provision or

severable.

§ 12 *
‘ ‘ ’ e e e e
; Sec. 13, I any provision oft}m nc! or the 'xpplu A(l()ll th( rcof

to any person or circumsiances is held invalid, such invalidity

e act which

application,

and to this end the provisions of Um act are declared to be

o i €9 A N 1 T

B

0503 and afler its punh ation in the Kansas register.

Lot

-
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20 ever of oil upon which the tax has not been paid, from any NP
gi21 surface reservoir, natural or artificial, or from a water surface; (2)
0129 the extraction or withdrawing by any means whatsoever, from
0123 below the surface of the earth or water, of any gas; and (3) the
izt physical removal of coal [or sqlt] from the earth.

0195 {8 {(o0)] “Taxpayer” means any person liable for the taxes
0126 imposed by this act.

0127 {8) OWorking interest” means an interest granted to a lessee
olgs in cosk fsali] o or gas votuelly sovored from a propertys
o129 Sec. 2. (a) From and after May 1, 1983, there is hereby
0130 imposed a tax upon the privilege of engaging in the business
0131 activity of severing coal, [salt,] oil or gas from the earth or water
0132 in this state for sales, transport, storage, profit or comumercial use,
0133 subject to the following provisions of this section. Such tax is
0134 hereby imposed at the time of the removal of the coal, [salt,] oil
0135 or gas from the lease or production unit or coal [or salt] mine,
0136 Such tax shall be borne ratably by all persons within the term |
0137 “‘producer” as such term is defined in section 1 of this act. Such ' i
0138 tax shall be applied equally to all portions of the gross value of \-/ .
0139 each barrel of oil severed and subject to such tax and to the gross ‘
0140 value of the coalf, salt] or gas severed and subject to such tax.

except that in no case shall such tax on
the production of o0il or gas removed from
any lease or production unit equal or ex-

0141 The rate of such tax shall be 8%
o2 (b) The following activities shall be exempt from the tax

0143 imposed under this section: =
X T . a Al of ¢ hich is: (A) Injected ceed an amount equal to 90% of the net
o144 (1) ‘ 1e severance and removal ol gas wiicn is: } Injected income attributable to the oil or gas
0145 into the earth for the purpose of lifting cil, storing, recycling or severed and produced from such lease oOr

production unit during the period for -

o146 repressuring; (B) used for fuel in connection with the operation
which the tax is being paid

0147 and development for, or production of, oil or gas in the field
0148 where severed; (C) lawfully vented or flared; (D) severed from a
0149 well having an average daily production during a calendar month
0150 of 60 mcf or less, which well has not been significantly curtailed
0151 by reason of mechanical failure or other disruption of produc-
o152 tion; (E) inadvertently lost by reason of leaks, blowouts or ather

0153 accidental losses; or (F) used or consumed for domestic or

0154 agricultural purposes on the lease or production unit from which s

0155 it is severed; . '
0156  (2) the severance and removal of oil which is: (A) Froma well \&..-J ! g; ,4 _ZZ






