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MINUTES OF THE House _ COMMITTEE ON __Taxation

The meeting was called to order by Joan Wagnon at
Chairperson

9:05  am/pun. on Wednesday, February 13, 1921in room 519-S  of the Capitol.

All members were present except:
Rep. Keith Roe, excused; Rep. Kent Campbell, excused; Rep. Aldie
Ensminger, excused; Rep. Kent Glasscock, execused; Rep. Jim Lowther,
excused

Committee staff present: ,
Chris Courtwright, Research; Tom Severn, Research;
Don Hayward, Revisor; Bill Edds, Revisor; Linda Frey, Committee Sec.,
Douglas E. Johnston, aide

Conferees appearing before the committee:

Chairman Wagnon called the committee to order at 9:05 a.m. for
hearings on HB 2164.

Rep. Marvin E. Smith testified in favor of HB 2164 (attachment
1).

Senator Don Sallee testified in favor of HB 2164 (attachment 2).

Ray Hallauer, owner and operator of a bulk plant and a service
station in Holton, Kansas, testified in favor of HB 2164

(attachment 3).

James A Grau, President of Mayetta 0il Company, testified in
favor of HB 2164 (attachment 4).

Leslie W. Roediger of Roediger 0il Company testified in favor of
HB 2164 (attachment 5). He presented statistical data concerning
the effect three businesses, located on the Kickapoo
reservation, have had on Roediger 0il Company and the loss of
state gasoline tax revenues in Jackson county.

Jim Lovvorn, owner of Lovvorn Garage in Holton, presented his
views in favor of HB 2164.

Dale Allen of Jackson County testified in favor of HB 2164
(attachment 6).

Bill Cochren, a fuel distributor in Whiting, testified in favor

of HB 2164 (attachment 7).

Don Snodgrass, a resident of Topeka, testified in favor of

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

editing or corrections. Page 1 Of 2
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519-S Smwhmme,m‘g:OS a.m./Eam. on Wednesday, February 13 ., 1991

HB 2164 (attachment 8).

Mark Pruitt, a resident of Holton, testified in favor of HB 2164
(attachment 9).

Charles Nicolay, Executive Director of the Kansas 0Oil Marketers
Assn., testified in favor of HB 2164 (attachment 10).

During questioning, Nicolay stated that federal taxes were being
collected on the Kickapoo reservation.

A petition of support of HB 2164 was presented (attachment 11).
Steve Cadue, Tribal Chairman of the Kickapoo Indian Nation,

testified against HB 2164 (attachment 12). He read a letter
from him to President George Bush regarding the situation and
reminded committee members of their constitutional

responsibilities by reading a copy of their oath of office.

Lance Burr, Attorney General for the Kickapoo Nation, testified

against HB 2164. He stated that the bill was unconstitutional
because it contradicted one clause of the requirements for
statehood. He recommended HB 2164 be referred to the House

Committee on the Judiciary, but was informed the Tax Committee
did not have that authority.

George Wahquahboshkuk, Tribal Chairman of the Prarie Band
Potawatomi Nation, testified against HB__2164. He said
businesses in nearby Holton that are having difficulties cannot
pblame businesses on the Potowatomi reservation, which are able
to sell gas and cigarettes without charging state taxes.

The chair closed the public hearing and adjourned the committee
at 10:00.
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STATE CF KANSAS

COMMITTEE ASSIGNMENTS

MEMBER EDUCATION
TAXATION
TRANSPORTATION

MARVIN E. SMITH
TEPRESENTATIVE FIFTIETH DISTRICT
-ACKSON AND SHAWNEE COUNTIES
23 NE SZND STREET
CPEKA KANSAS 66617-2209
313, 484-3417

TAPITOL-ROOM 153SE
TOPEKA. KS 66612

213 296-7646
HOUSE OF
REPRESENTATIVES
February 13, 1991
TO: House Taxation Committee
RE: House Bill 2164

Madam Chairman and Members of the Committee:

Thank you for scheduling a hearing for HB 2164. HB 2164
is an attempt to collect state motor vehicle fuel tax sold on
an Indian Reservation to non-Indian customers. The proposal
as outlined on page 2, lines 9 through 13, would reqguire the
taxes for motor vehicle fuel retailed on an Indian reservation
that was sold or delivered to a non-member of the reservation.

Approximately four years ago I was contacted by concerned
constituents concerning tobacco, cigarette, sales, and fuel
taxes by the Indian Country Station three miles south of Holton
on Highway 75. Last fall (1990) as traveling on Highway 75, I
observed a 20¢-25¢ lower price at the three outlets compared
to prices at Mayetta and Holton.

During mid-November, 1990, I received calls from employees
at the truck stop a mile south of Holton that they were losing
their jobs because the business was closing. The truck stop
did close and posted a notice on their pumps they could NOT
compete with those stations that do not pay taxes. The truck
stop is a mile and one-half (1%) north of the reservation
boundary. Approximately three miles south of the truck stop
one station had a sign by their price, "we pass SAVINGS on to
our customers!

In early December, 1990, I called Senator Kassebaum's Office
in Washington and talked with Dan Bolen on her staff concerning
federal taxes on gasoline. I later sent a letter to Senator
Kassebaum. Attached is Senator Kassebaum's letter dated December
28, 1990, indicating the federal taxes would be imposed on the
sale of gasoline or diesel fuel to non-Indian customers. To
date I have not received communication from the Department of
Treasury on the status of the three stations on Highway 75
between Mayetta and Holton.

HOUSE TAXATION
ttachment #1
02/13/91



House Taxation Committee
Rep. Marvin E. Smith
February 13, 1991

Also attached is a letter to Doris Roediger, Mavetta,
from Senator Kassebaum.

On January 11, 1991, on & trip to Holton, I observed the
gas price as $1.10 at a Mayetta service station. Approximately
five miles north at the first reservation station, it was $.88,
next $.89, and the last $.89. Most of the prices in Holton
were $1.10. The cars, trucks and 18-wheelers line up to get
into the pumps on the reservation. The cars have out-of-state
licenses as well as Jackson, Nemaha, Brown, Doniphan, Atchison,
Pottawatomie, Marshall, Jefferson and Shawnee counties. This
situation has created a "loop-hole" in collection of state
taxes of major proportion.

I will appreciate your favorable consideration of HB 2164.

A number of conferees are here today to share their stories
with the committee on this issue.

Attachment 1-2
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NANCY LANDON KASSEBAUM CZM / R

KANSAS BANKING. HOUSING. AND UR

FOREIGN RELATIO!
LABOR AND HUMAN RES

Wnited States Senate

WASHINGTON, DC 20510-1602

December 28, 1990

The Honorable Marvin E. Smith
123 Northeast 82nd Street
Topeka, Kansas 66617-2209

Dear Marvin:

Dan Bolen showed me your letter regarding the collection of
federal excise taxes on the sale of yasoiine on an Indian
reservation.

I requested my staff to contact the Congressional Research
Service on this issue. The CRS stated that a tribe would be
exempt from federal excise taxes provided the gasoline is used
for a tribal purpose. It is my understanding that the federal
excise taxes would be imposed on the sale of gasoline or diesel
fuel to non-Indian customers. In order that this point is
clarified, I have forwarded your letter to the Department of the
Treasury with a request that they respond directly to you with a
copy to my office. To the extent any station is not paying its
proper federal excise tax liability, I would assume the Internal
Revenue Service would take steps to ensure enforcement.

Warmest regards,

.
v‘f\@v\ﬁ

{
Nancy Landon Kassebaum
United States Senator

NLK:pro
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NCY LANDON KASSEBAUM W / Sommim
<ANSAS

SANKING. HOUSING. AND ..o0AN AFFAIRS
SOREIGN RELATIONS

Bnited States Senate | e

T
WASHINGTON. DC 205101602 Q}}/*/

Ms. Doris L. Roediger
Roediger 0i1 Company
Route 1, Box 136

Mayetta, Kansas 66509

Dear Ms. Roediger:

Thank you for your letter regarding the sale of tax-exempt gasoline on
the Indian reservation a4joining Jackson County.

I contacted the Congressional Research Service (CRS) of the Library of
Congress regarding the federal excise tax on motor fuel. The CRS staff stated
that Indian tribes are exempt from federal excise tax only to the extent the
purchased motor fuel is used for a tribal purpose. Based on the CRS state-
ment, it would appear that a service station operated on an Indian reservation

would not enjoy a competitive advantage with regard to federal excise taxes if
the gasoline were sold to non-Indians.

With regard to state sales taxes, it is my understanding the Kansas
Attorney General has determined the Kansas Legislature can pass legislation
providing for the imposition of state sales taxes on the sale of gasoline
to non-Indians, even if the station is located within the reservation.

To date, however, the Kansas Legislature has not passed such legislation.
[ understand such legislation may be introduced when the Kansas Legislature
meets early next year. If such legislation is passed by the Kansas Legisla-
ture, all service station operators selling gasoline to non-Indians should be
on the same competitive footing with regard to federal and state sales taxes.

The business issues surrounding the reservation's tax exemption are not
unique to Jackson County. Every county and business district adjoining a
reservation must confront the same issues. It is my understanding most
counties and tribes have reached mutually acceptable agreements regarding
services, tax collection, and business competition. I would think the same
could be achieved in Jackson County.

Attachment 1-4
Warmest regards, .
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STATE OF KANSAS

COMMITTEE ASSIGNMENTS

CHAIRMAN ELECTIONE
VICE-CHAIRMAN: ENERGY AND NATURAL RESOURCES
MEMBER: AGRICULTURE
LABOR. INDUSTRY AND SMALL BUSINESS
TRANSPORTATION AND UTILITIES

DON SALLEE
SENATOR. FIRST DISTRICT
ATCHISON. BROWN. DONIPHAN, JACKSON
AND JEFFERSON COUNTIES
RR 2
TROY. KANSAS 66087

TOPEKA

FESTUE R T4 ) Ab

Thank you Madam Chairman and committee members.
I am Don Sallee, Senator, lst District.

The problem or issue that is being addressed by HB
2164 has been skillfully covered up by a few people by shifting
attention to other issues. Kansas people who are subject to Kansas
law should abide by that law. The point in question is, Kansas
people who are obligated to pay taxes to support services demanded,
must help pay for them, and that money, which should be tax money,
not find it's way into the pockets of a few for their personal
benefit. This, in my opinion, has nothing to do with the rights
of Tribes or the sovereignty of their lands.

It might be noted at this point that 72 percent of
the Pottawatamie Reservation is under non-Indian ownership. The
Tribes use the services provided by these tax monies. Therefore
I know schools, law enforcement, and education are important to
a large number of the tribal members. We are not asking tribal
members to do anything different. We are only asking they not
allow a few people to destroy such activities necessary to the
public's welfare, by condoning illegal activities. As you can
see, removing the tax on items being sold creates a very unfair
business advantage. And, as 1is happening, 1if you don't remove

all the tax the profit is even greater. We are able to document
HOUSE TAXATION
Attachment #2
02/13/91



Don Sallee
Page 2

350,000 gallons of gasoline and 64,000 gallons of diesel on which
tax 1is being lost each month. We know the figure is greater than
this, especially in diesel fuel, and the numbers on both gasoline
and diesel continue to grow every month. This is not the total
loss since tobacco and sales tax are also involved. At a time
when we are so short on revenue and even considering raising taxes
I believe it ﬁég%%ggus to make every effort to collect taxes from

those who are obligated to pay.

I would stand for questions and ask you consider HB-2164 favorably.

Attachment 2-2



February 13, 1991
TESTIMONY ON HOUSE BILL 2164

I own and operate a bulk plant and a service station in Holton. A
purchased +the bulk plant in 1982 and the service station in January of
1983. At the +time of my purchase there were three other stations
located on US 75 highway in Holton.

By the fall of 1987 we felt that our business had grown to where we
needed more. gasoline -pumps to handle our customers needs. We added
pumps, and also brought our business into compliance with state and

federal regulations. .

We spent over $70,000 bringing our business into compliance with
the Environmental Protection Agency and the Kansas Department of Health
and Environment regulations. In 1989 we did a site study +through the
Phillips 66 Company’s New Construction Incentive Program to raze and
rebuild a new outlet. The site study indicated we should be able to sell
2.3 millicn gallons of gasoline per year provided all prices were
competitive.

By mid 1990 the reservation opened their third gasoline station,
and by the end of 1990 our volume had dropped by 50%. Our new
construction program has been put on hold. We had to lay off 50% of our
employees to hold cost to a reasonable level. We reduced the profit on
each gallon of gasoline to stay as close to the reservation price as
possible, and to avoid the loss of valuable customers.

The site of my station was once considered a prime location, but
with three stations closed down we cannot consider the property a prime
‘location any longer.

As of July 1st another cent will be added to the state motor fuel
tax, which will make our prices and reservation prices farther apart.

It will not be to my benefit to stay in the gasoline business
unless this problem is immediately corrected. We cannot survive where
there are laws and regulations for some and not for others. In order for
business to operate profitably, they must all abide by the same laws and
regulations. This is not the case today in northeast Kansas.

Until the situation is corrected, every individual who chooses to
use these reservation services will benefit from the tax exempt fuel.
Business in northeast Kansas and the other citizens of Kansas will be
the ones required to make up for the lost revenues.

With the state of Kansas being the ultimate victim, I feel that it
is up to you to determine the outcome of this tax issue.

HOUSE TAXATION
Ray Hallauer Attachment #3
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: MAYETTA OIL COMPANY
‘!Imf-s
Propane - Gasoline

James A. Grau, Owner Box 95, Mayetta, Kansas 66509 Office (91 966-2777
Doris Johnson, Secretary i Station 966-2696
Mike Jewell, Delivery

February 13, 1981

Kansas State Taxation Committee
State of Kansas
Topeka, Kansas

The following figures represent the change in our business
relating to collection and payment of taxes to the State of Kansas
with regard to gasoline sales. The location of this business is on US
7% highway at Mavetta, Kansas.

Year Gallons Sold Tax Rate Tax Paid * Tax Impact
1887 210,420 gallons 2.11 23,1486.20 33,667.20
1888 ©172,872 ®.11 18,026.982 27,675.52
1989 147,898 @.11 16,268.78 23,663.68
1890 138,817 ®.186 22,210.72 22,210.72

* Tax Impact for comparison purposes uses current tax rate
showing a current net loss of tax revenue for 1990, based on 1987
gallons sold of $ 11,456.48.

Because of the lower freaquency of customer tranactions, there is
and additional direct sales tax revenue loss on collateral sundry
sales of cirgettes, and other related items which is estimated at $
4,800.00 for the year of 1980.

Total estimated loss to the State of Kansas in tax revenue for the
State for 1880 is $ 16,256.48.

eftfully submitted,

mes A. Grau . HOUSE TAXATION
President Attachment #4

02/13/91



Roediger 0il Company 9/11/91

Leslie W.Roediger
Rt.1

Mayetta, Ks. 66509
(913)966-2688

To the Chairman and Members of the Kansas Legislature:

I am here at the request of Rep. Marvin Smith to share
the information I have available concerning this situation.

The first chart shows our wholesale gasoline purchases
between January, 1987 and February 1990. The pattern preceding
1987 was repetitive of what is shown for the most part of the
yvear. The areas of the opening of the three reservation
businesses can easily be seen as a severe and continuing
decrease in gallons purchased per month.

The second chart rounds these figures off on a yearly
basis, showing an overall decrease of about 20% per year.

As a result, total sales for this four year period are off by
about 132,000 gallons.

The third chart shows the amount of State Motor Fuel Tax
revenues for the same period. To be more representative, the
figures have been adjusted to correspond to current tax levels:
of 16¢ per gallon. As you can see we began this period in
excess of five thousand, five hundred dollars per guarter- and
closed out at barely over nineteen hundred per quarter. This
represents a tax loss of approximately 54% in State taxes alone.

The fourth-chart:is representative of our :collected Kansas
state and Jackson county taxes during this period. Without
adjustment for a 1.25% increase in 1990, it still indicates a
decrease in sales tax revenues of more than 46%.

As for the effect this has had on the structure of our
business, I will not even bother to bring forth the figures.

It should be sufficient to state that this established business
which has been successfully operating for over 45 years is
teetering on the edge of bankruptcy. Several Jackson County
business have already suffered this fate, due exclusively to
Reservat .on taxation problems we are addressing here today.

Immediate action is needed or many more businesses will
succumb to unfair competitive advantage held by a few people
involved in this illegal border trade.

The economic security of Northeast Kansas depends entirely
on what changes are made and especially how long they take.

Respectfully,

Feain W Roedoe .

Leslie W. Roediger

HOUSE TAXATION
Attachment #5
02/13/91
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My name is Déle Allen. I am a resident of Jackson County. A
am a proponent of House Bill 2164.

I am a tax paying citizen, concerned about ever increasing
government budgets and tax levies required to provide services to
meet the needs of the people. The service I refer to today is
highways. I am even more concerned about the base values to which
budgets are applied or sales and other values to which tax levies
are applied that they remain limited from tax exemptich status.

I believe that highway service should be paid for by those
that use without exception. I also believe that those who benefit
from highway service should be willing to collect mandated fees and
return to governmental state which supplied the service. No nation
or state is an island, everyone uses and benefits from highway
services. No nation, state or individual can survive alone.

House Bill 2164 implemented can be a vehicle by which tax may
be rightfully collected and returned to state for purchases made by
users of highway service. The State of Kansas, willing to provide
highway service should be allowed to collect tax revenue. I would
ask that you consider and pass House Bill 2164.

Thank you.

HOUSE TAXATION
Attachment #6
02/13/91
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HOUSE TAXATION COMMITTEE Feb. 13, 1991
SUPPORTING HB 2164

I am Don Snodgrass, resident of Topeka. I support HB 2164 as it
is written. We passed a massive highway bill several years ago and we
need all the money that is collected, plus the money that's NOT being
collected.

People who buy fuel at stations north of Mayetta and south of
Holton do not pay their fair share of taxes on fuels.

Loads of fuel going to those three stations for the most part are
billed to some place else, such as Paxico or Lucas, Kansas. The
Consignee should be held accountable for the tax, then they could not
deduct the tax before delivery. The Distributor's License Number
entered on the Bill of Lading at the point of loading is the Consignee
Number by law, so the State has a tracking mechanism in place.

This bill will see that competition in that area along US-75 is
fair and just for everyone. Privately owned stations in that area do
pay the tax and have an unfair disadvantage imposed upon them by the
current practice.

I hope this committee will pass HB 2164. Thank you for letting

me express my ideas and I will answer any questions you have.

Don Snodgrass

HOUSE TAXATION
Attachment #8
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This bill introduced by Rep. Smith is finally a
step in the right direction regarding the taxation of
motor fuels sold on the reservations. I believe this is
the only way that the state can be assured of collecting
the taxes from non Native Americans purchasing fuel on
the reserwvation. The tax that the Tribal Councils are
proposing, will not benifit the state in any way, as all
moneys will go to the tribe. This is well and good for
thes tribe, but we should be looking at a far bigger
picture. A percentage of the fuel tax is earmarked for
funding the expansion of "75" highway, but this might
never become a reality if we do not have the projected
amount of funds coming in. It is not reascnable for the
tribes to beliewve that they can get something, such as a
new highway for nothing. [ cannot understand why they
are making such a point out the fact that they are going
to levy a reservation tax. If they were serious about
doing this, it would have been done when the first
station opened over two years ago. These reserwvation
stations hawve already forced one station in Holton out
of business due to unfair pricing and put a sewvere
strain on several others Mr. Burr has stated that the
State can do nothing on or off the reservation that will
impair Indian rights. If this is true we may as well
close the doors to the Statehouse. Because if you try
to enact any law that the tribes don't like, all they
need to do is say it impairs Indian rights. I urge you
to support this bill

Aok 7 foih
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STATEMENT
OF THE

KANSAS OIL MARKETERS ASSOCIATION

BEFORE THE
HOUSE COMMITTEE ON TAXATION

FEBRUARY 13, 1991

HOUSE BILL NO.2164

HOUSE TAXATION
Attachment #10
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Madam Chair and Members of the Committee:

My name is Charles Nicolay. As executive director of the Kansas 0il
Marketers Association, I appreciate the opportunity to be here today in support
of House Bill 2164. :

As licensed fuel distributors, our members have a long history of reliable,
timely collection of motor fuel taxes for the state of Kansas. Since such taxes are
earmarked for highways, our members are acutely aware of the importance of
these taxes not only to their economic existence, but also to the economic welfare
of the entire state.

Our concern, therefore, about the major issue of this bill is that the state
is losing tax revenue on thousands of gallons of gasoline when that gasoline is
purchased by nonmembers of the reservations.

First, let me state unequivocally that we support the sovereign nations
status that gives reservation members the right to purchase tax exempt those
products used on their own lands, but we cannot condone the unfair competitive
disadvantage that is created when the general public is permitted to evade taxes
owed the state of Kansas by purchasing tax-exempt products on the reservations.

To date, a number of businesses have been injured by this injustice. I
know of two that have ceased doing business because their owners could not
withstand the unfair competition.

To illustrate, let us assume that service station A is selling gasoline upon
which the state imposes a 16 cents per gallon tax. Station B, a neighboring
competitor, is not required to collect the 16 cents for the state. "B'" can reduce
his price by 10 cents per gallon and still maintain a 6 cent margin over "A."

Clearly this scenario, though hypothetical, is possible....and probable.
It is evident that an unfair competitive disadvantage is the result.

To allow nonmember motorists to purchase tax-free fuel intended for
members’ use is an inequity that is solidly anti-competitive. Furthermore, these
same motorists are using that tax-free fuel to propel their vehicles on the public
highways of our state, those same public highways that the rest of us are
paying 16 cents a gallon to maintain.

For these reasons, our association supports House Bill 2164.

Thank you for allowing me to address this issue. I will try to answer any
questions you may have.

Attachment 10-2



We, the undersi 2d citizens of Kansas, WwcC 1 like to express ¢

pport of(House Bill # 2164)requiring distributors to pay the State
Motor Fuel Tax on all fuels sold to stations on Indian Reservations.
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We, the undersi éd citizens of Kansas, WwoO . 1like to express ¢
pport of House Bill # 2164 requiring distributors to pay the State
Motor Fuel Tax on all fuels sold to stations on Indian Reservations.

Name Address Name Address
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We, the undersi\’ad citizens of Kansas, WwO : like to express ¢
«pport of House Bill # 2164 requiring distributors to pay the State
Motor Fuel Tax on all fuels sold to stations on Indian Reservations.

Name Address Name Address
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We, the undersi 2d citizens of Kansas, WO | 1like to express ¢
.pport of House Bill # 2164 requiring distributors to pay the State
Motor Fuel Tax on all fuels sold to stations on Indian Reservations.

Name Address Name Address
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We, the unders’ .ed citizens of Kansas, w« d like to express c
1ipport of Senate Cc..current Resolution #1605 cuiicerning US-75 Hiwa
elocation, and State taxation on Indian reservations.

Name Address Name Address
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KICKAPOO TRIBE IN KANSAS

P.O. BOX 271 HORTON, KANSAS 66439-0271
PHONE: (913) 486-2131 FAX: 913/486-2801

ADDRESS ON KANSAS HOUSE BILL 2164. FEBRUARY 13, 1991.

My name is Steve Cadue and I am the elected tribal chairman of the
Kickapoo Indian Nation with six other elected tribal council people. The
governing power of the Kickapoo Nation are inherent and these sovereign
powers of self-government are recognized in treaties made between the
Kickapoo Nation and the United States of America. These powers are subject
to qualification by treaties and by express legislation of the United States
Congress.

It should be understood by this state of Kansas legislative committee
that the Kickapoo Nation practiced Indian self-government long before
the organs of Kansas state government were established. It was the
Kickapoo's cession of thousands of acres of land that enabled the first
settlers a place to be called Kansas. The honored founders of the Kansas
Enabling Act and the Kansas Constitution so recognized the sovereign
powers of the Indian Nations.

Now House Bill 2164 asks this committee to violate the Indian Nation
treaties, the federal constitution, and the Kansas Constitution. Today
HB 2164 asks this committee to ignore the federal constitution, to ignore
supreme Indian treaty law, and finally, to ignore the Kansas constitutional
law. Good government cannot ignore civilization and law.

The Kickapoo people ask now that you reaffirm the civilization
values of all people, the laws of all men and do not recommend passage

of HB 2 .
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