The Senate Committee on Taxation was called to order by
Chairman Keith Ashworth, at 2:02 p.m., Tuesday, April 21, 1981,
in Room 213 of the Legislative Building, Carson City, Nevada.

Exhibit A is the Meeting Agenda. Exhibit B is the Attendance

Roster.
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MINUTES OF THE
MEETING OF THE SENATE COMMITTEE
- ON TAXATION

SIXTY-FIRST SESSION
NEVADA STATE LEGISLATURE
April 21, 1981

COMMITTEE MEMBERS PRESENT:

Senator
Senator
Senator
Senator
Senator
Senator

Keith Ashworth, Chairman .
Norman D. Glaser, Vice Chairman
Don Ashworth :
Virgil M. Getto

James N. Kosinski

William J. Raggio

COMMITTEE MEMBER ABSENT:

Senator

Floyd R. Lamb

GUEST LEGISLATOR:

Senator

Jean E. Ford

STAFF MEMBERS PRESENT:

Ed Shorr, Deputy Fiscal Analyst

Colleen

Crum, Comm;ttee Secretary

SENATE BILL NO. 499

Senator Ford explained Senate Bill No. 499 corrects an
inequity in the law which allows only widows to be eligible
property tax exemption. It is one of the few remain-
ing pieces of law which discriminate on the basis of sex.

She stated another option, in light of the tax reform plan,
would be to repeal the exemption entirely.
the exemption to widowers.

for the

exemption.

The bill extends
The bill requires the surviving
spouse to have an income below $12,000 to qualify for the
Some surviving spouses have adequate financial
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estates and have no need for the exemption. This bill would
grandfather in all those widows who have been using the
exemption. From that point on, only the people who meet

the criteria would be eligble for the exemption, She noted
the $12,000 criteria was arbitrary and she would be amenable
to any appropriate change to the figure.

The chairman questioned the meaning of household income.
Senator Kosinski stated the term "household income" would
not apply to the other provisions in NRS Chapter 361.

Senator Raggio opposed requiring widows, who .presently take
advantage of the exemption, to justify future applications
for exemption. He noted the impact would only be $15 per
applicant.

Senator Kosinski questioned why the bill would become effec-
tive on July 1, 1982. Senator Ford stated she would be
amenable to changing the effective date. She stated the

July 1, 1982 date was set to allow those widows who currently
are eligible for the exemption to apply for the exemption.

Senator Don Ashworth moved that Senate Bill No. 499
be approved.

Senator Getto seconded the motion.

Senator Raggio amended the motion to amend the bill
to eliminate the household income criteria and to
change the effective date to July 1, 1981.

Senator Don Ashworth accepted the amendment to his
motion. )

Senator Getto objected to eliminating the household income
criteria.

Senator Kosinski observed a savings clause for widows who are
Presently participating in the exemption program is provided
on page one, lines 17-19. Those widows would be exempt from
the income criteria.
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Senator Glaser noted the exemption would apply either to
personal property taxes or motor vehicle taxes,

Senator Raggio withdrew his amendment to Senator
Don Ashworth's motion. .

Senator Kosinski stated the definition of household income
refers to NRS Chapter 361 which presently governs the senior
citizens property tax exemption. Senator Raggio stated the
reference to NRS 361.820 is ridiculous because it states,
"Income received by claimant plus income received by the
claimant's spouse.” .

Senator Don Ashworth withdrew his motion.

Senator Kosinski moved that Senate Bill No. 499 be .
amended by deleting the word "household" on page one,

line four, and by changing the enacting clause to

July 1, 1981, and be approved. (See Exhibit C.)

Senator Getto seconded the motion,
The motion carried. (Senator Keith Ashworth voted "No".)

SENATE BILL NO. 430

Senator Raggio, the bill's introducer, stated Senate Bill

No. 430 resulted from several complaints by property owners
who found that time limitations prohibited them from present-
ing their appeal cases before the County Board of Equalization.

Mr. Ed Shorr, Deputy Fiscal Analyst, was asked whether the
subject of Senate Bill No. 430 was covered in Senate Bill
No. 69. Mr. Shorr stated the subject is contained on page
four, lines 41-43, in Senate Bill No. 69 but would not be-
come effective until the future years.

Mr. Dick Franklin, Assistant Washoe County Assessor, stated
the language on page one, line 23 of the bill specifies that
the assessor's explanation must include all the information
available to the person making the determination. A broad
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interpretation of the language would require that the assessor
make all the information in the office available. He sug-
gested deleting the entire language on page one, lines 20-24,
and page two, lines one through two, He stated the bill ad-
dresses the problem of timely information pertaining to appeals.
This problem has been eliminated by Senate Bill No. 69.

Senator Raggio moved that Senate Bill No. 430 be
indefinitely postponed.

Senator Glaser seconded the motion.

The motion carried. (Senators Don Ashwbrth and Getto
were absent for the vote.)

SENATE BILL NO. 428

Mr. Daryl E. Capurro, representing the Nevada Franchised Auto
Dealers Association and the Nevada Motor Transport Association,
supported the concept of the bill but acknowledged that the

bill had little chance of passage this session. Thirty

states presently use some form of non-highway user partici-
pation to fund highways. General fund involvement in high-

way funding can be justified by the fact that people who

generate highway traffic have some obligation to make sure

that the highways they cause to be built are built and maintained.

Senator Getto moved that Senate Bill No. 428 be
indefinitely postponed.

Senator Don Ashworth suggested holding Senate Bill No. 428
until the outcome of the Assembly vote on Senate Bill No. 154.

Senator Getto withdrew his motion.

SENATE JOINT RESOLUTION NO. 27

Mr. George Vargas, counsel for the major oil companies,

stated the major oil companies oppose Senate Joint Resolution
No. 27 because it deals with broad taxation in an uncontrollied.
fashion on the o0il and gas industry. He presented Exhibit D
and Exhibit E 'to support his claim that this bill would put
Nevada at a competitive disadvantage in 0il and gas exploration.

4‘

: 935




O | O

Senate Committee on Taxation
April 21, 1981

Ms. Joy Fiore, representing the Independent Petroleum Asso-
ciation of Mountain States, presented a prepared statement
in opposition to the bill. (See Exhibit F.)

Mr. A. A. (Buddy) Arras, Jr., Vice President of Concept
Resources, Inc., submitted a statement for the record.
(See Exhibit G.)

Mr. Bob Warren, representing the Nevada Mining Association,
opposed Senate Joint Resolution No. 27. He pointed out
that Senate Joint Resolution No. conflicts with Senate
Joint Resolution No. 21, which has been referred to the
committee. He noted that Nye County, which would gain most
by passage of the bill, and the Nevada Association of County
Commissioners oppose the bill.

Senator Getto moved that Senate Joint Resolution
No. 27 be indefinitely postponed,.

Senator Glaser seconded the motion.
The motion carried.

ASSEMBLY BILL NO., 162

The chairman explained that Assemblyman Robert Robinson, the
bill's introducer, had told the chairman that a written
statement, to be signed under the penalty of perjury, should
be required in the oath for personal property assessment
rather than requiring that the oath be notarized.

Senator Kosinski moved that Assembly Bill No. 162
be approved. (See Exhibit H.)

Senator Getto seconded the motion,.

The motion carried.

The chairman presented Bill Draft Requests for possible
committee introduction. If there were no objections,
the bills would be introduced,
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There were no objections to the introduction of the following
bills:

4 BDR 32-1803: An act relating to cigarette taxes; author-
izing the Department of Taxation to charge
for actual costs of revenue stamps; and
providing other matters properly relating
thereto.

© BDR $-2023: An act making an additional and supple-
mental appropriation to the Department of
Taxation for budgeting changes; and pro-
viding other matters properly relating
thereto.

t BDR 32-651: An act relating to the taxation of agri-
cultural and open-space real property;
discharging the seller from personal
liability for deferred taxes; and pro-
viding other matters properly relating
thereto.

SENATE JOINT RESOLUTION NO. 21

The chairman explained the hearing on this bill was held on
March 26, 1981, He asked whether the committee was ready
to take action on the bill.

Senator Kosinski noted the committee had asked for information
on the deductions permissible under net proceeds and a study
on the possibility of imposing a severance tax. Mr. Shorr
stated the information had been updated and would be provided
to the committee.

The chairman appointed a sub-committee consisting of Senators
Don Ashworth, Kosinski, and Getto to study General Fund taxes
and make recommendations to the committee within the next

two weeks.

SENATE BILL NO. 162

The chairman explained the hearing on this bill was held on
February 10, 1981. He asked whether the committee was ready
to take action on the bill.

flspser) °phsma ¥ (aB.s8Y) |
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It was noted the committee had considered amending the bill
with Senator Wilbur Faiss' recommendations. The chairman
instructed Mr. Shorr to propose the appropriate amendment
to the bill as well as to report the fiscal impact of the
measure.

SENATE BILL NO. 69

Senator Kosinski questioned whether a 30-year depreciation
provision was included in the bill. The chairman stated the
30~year depreciation provision was going to be deleted be-
cause it was unworkable.

Mr. Jim Lien, a task force member, was asked to explain the
proposed amendments to the bill. Mr. Lien stated Section 2.6
on page two would be deleted. This provision conflicts with
the provision on page four, lines 27-28. The word "must"

on page four, line 16, would be changed to "may". This
allows using replacement value in determining the fair econ-
omic income expectancy. The 30-year depreciation provision
on page four, lines 34-38, would be deleted.

Senator Kosinski stated he was under the impression that the
30-year depreciation provision was required to offset the
increase in the assessed valuation during the second year
because of the use of a factor system. Mr. Lien stated the
disadvantage of using a 30-year depreciation schedule was

that it would become absolute for all types of residential
property. The Legislative Commission must approve the factors
used in the second year, which would control the increase

in property assessments.

Mr. Lien explained that the date on page six, line 12, and
page 12, line 28, would be changed from April 15 to April 30.
This change covers the full year. Fifteen days would not
have been covered under the April 15 date.

A new section, Section 11.5, will be added to amend NRS 361.505
to indicate that taxes for personal property assessed during
May or June of each year may be added to the taxes for the
ensuing fiscal year and collected concurrently therewith.
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This provision enables conformance with the assessment of
personal property. The time period for this assessment
will be May 1 through April 30. The language on page nine,
lines 30-34, would be removed. Discounting would no longer
be appropriate because the ciclical pattern is being abol-
ished and an annual appraisal is being instituted.

Senator Kosinski asked whether the ratio study would be
deleted as well. Mr. Lien explained the ratio study would
not be deleted. Only the portion which pertains to discount-
ing would be eliminated.

SENATE BILL NO. 411

Senator Don Ashworth asked whether the provision in Senate
Bill No. 411 dealing with enterprise funds prevents carte
blanche use of enterprise funds. The chairman explained
any new enterprise fund must be approved by the interim
committee.

Senator Kosinski expressed concern about the broad language
used in the escape valve provisions. He stated the provision
on page three, lines 4-8, permits the Legislative Commission
to add its estimate to the cost to that local government of
any program required by legislative enactment. He felt stand-
ards should be spelled out as to how the determination of

the estimate will be made. 1In contrast, Section 3.3 uses
very carefully delineated criteria to be followed by the
Legislative Commission in making its exceptions to the rule.
He noted only one of the other escape valves are tied back

to this language.

Senator Glaser stated Senator Kosinski's point was well taken.
Mr. Myron Leavitt, a task force member, stated he had drafted
language to refer the escape valves to the conditions speci-
fied in Section 3.3.

The chairman questioned how the situation would be handled
when a program is mandated on local government by legislative

action. Senator Kosinski suggested using the word "substantial"
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in the language. He noted that, otherwise, the entire section
appeared to be an exemption to the capping procedure. The
chairman suggested inserting the language, "Which substantially
affected the budget for the ensuing year." Senator Glaser
suggested using the language, "The cost to the local govern-
ment of any substantial program or expense required by legis-
lative enactment,."

The committee agreed to amend the bill with Senator Kosinski's
suggestion.

There being no further business, the meeting adjourned at
4:12 p.m.

Respectfully submitted by:

CO;geen Crum, Secretary

APPROVED BY:

Ashworth, Chairman

DATE: A - Ry~ £
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SENATE AGENDA Amended 4/15/81
COMMITTEE MEETINGS EXHIBIT A
Tommittee on Taxation . » Room 213
Dey Tuesday. . Date-_April 21, 1981, Time 2:00 p.m.

AMENDED AGENDA

S. B. No. 430--Requires county assessor to disclose basis
of appraisal fo real property under certain circumstances.

A. B. No. l62--Removes reguirement of oath in declaration
of personal property for purposes of assessment of property tax.

S. B. No. 499~--Provides exemption from property tax or
vehicle privilege tax for widowers and imposes limitation on
income for eligibility.

S. B. No. 428--Apportions part of sales and use taxes to
state highway fund.

S. J. R. No. 27--Proposes constitutional amendment to
broaden taxation of oil and gas.
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EXHIBIT C

Al

o _ S. B. 499
~SENATE BILL NO.- 499—COMMITTEE ON TAXATION
ST T A3, 1981

RV Y

,.'_" e an-es ) .
.+ .. Referred to Committtee on Taxation . . - >
SUMMARY—Provides exemption from property tax or vehicle pri tax for
.. -widowers . y mﬁx 3z-'mo)
. FISCAL NOTE: Effect on Local Government: Y :
Eﬂaagnthgm“m'lmmmmﬂo.&"
- BErasTsom—dMatier 1 ralics 15 Dew; matter in brackets { ] fo mtertsd to be omitied.

; tiontoﬂmq hmma&hmmm&w

The People of the State of Nevada, represented in Senate and Assembly,
do’enact as follows: .

SECTION 1. NRS 361.080 is hereby amended to read as follows:

361.080 [The] 1. Except as provided in subsection 2, the property
of [widows and orphan] :

(a) Widows and widowers whose annual household income does not
exceed $12,000; and

(b) Orphan children,
not to exceed the amount of $1,000 assessed valuation, [shall be] is
exempt from taxation, but [no such jon shall be] the exemption

is not allowed to anyone but actual bona fide residents of this state, and
sballbe]isallowedinbutoneoountyinthisstatetothesamefamﬂy.
erthemoseofthissection, inwhichsnchpusonhasany
interest bedeungd_[tbeggxny such his property. The
perspx_lortgrsonsdmmg[ exemption shal exemption must
file with county assessor an affidavit declaring such residence and
thatlf'mﬂtﬂwmpnon has been claimed in no other county in this
state for year.

2. Thelimitaﬁononthecmnpdonbyhomholdbwmbnmd
byaib:xﬂonldaa,mapplyumwidwwhomdigme!wthe
exemption on December 31, 198].

SEC.2. NRS 361.1565 is bereby amended to read as follows:

361.1565 The personal tax exemption to which a widow,
widower, orphan child, y blind person or veteran is entitled under

HH»—A—AHHHSHH
WOW=IN U & O OO0 =IO R 0N e
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EXHIBIT C
Senate Bill No. 499 (cont'd)
—_—2
‘NRS'361.080. 361.085, 361.090 or 361.091 is reduced to the extent
thatheggnof an exemption from the vebicle privilege tax under

8&833888‘888&888885:3:#5555«»@4@«@«“.‘

. Se 3g--JNRS~36'l.8$Oishunbymendedwmd.asbnm:'*
I%O_I.Ammymmumw.mwmaﬁ-
Assistance e receiving apr?a!y-tarexmp-
tion as a widow, widower, blind or veteran if the person has
filed a claim ford:eexanpﬁon:lf' the county assessor.

1t
i,
go\
~J
R

Eshall]maybeﬁl in but one county in this state to the same family.
or the of this section, in
interest be deemed to belong entirely to that person. The person
claiming the exemption shall file with the department in the county where
the exemption is claimed an affidavit declaring such residence and
gemeumpﬁonhasbeenclaimedinnoothercoumyinthisstatgfor
year.
2. The limitation on the exemption by household income imposed
by subsection 1 does not apply to any widow who was eligible for the
exemption on December 31, 1981.

SeC.5. The county assessor shall teWtaxorthe
vehicle privilege tax, as the case may be, coll for the fiscal year
1981-82 from any claimant entitled to an exemption under NRS 361.-
080 or 371.101, respectively, to the extent necessary to comply with
the provisions of those sections.

Sec. 6. This act shall become effective on January 1, 1982.
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EXHIBIT D

(:)  between companies. Therefore, the AICPA bas issued guidelines intended to
unify and standardize industry practices.

Much prior discretion has been removed, since the guidelines
specify which costs to report as current Operating expenses and which to
capitalize. Preacquisition and acquisition costs are covered, along with
taxes, insurance, legal fees, accounting procedures for dispositions, and
many other finer points of land development--including the treatment of
amenities such as golf courses and swimming pools, where wide latitude had
pPrevailed. Though AICPA guidelines are not mandatory, they usually become so -

guidance into formal standards,

Manufacturing "climate" Study of 48 states puts Mississippi No. 1 in line-u

Our 1980 study of major factors bearing on manufacturing plant
location was released in mid-February. Conducted by Alexander Grant & Company
in cooperation with the Conference of State Manufacturers' Associations, the
annual study focuses on 18 factors selected by members of the association as
among the most important quantifiable elements influencing the attractiveness

of the business climate for manufacturers in the 48 contiguous states.
Factors include state local tax S, state debt and spending, energy cost,
(:> labor union membership, average weekly manufacturing wage, and workmen's
compensation insurance rate.
Overall results (with 1 being the most favorable business climate):
1. Mississippi 17. New Mexico 33. Montana
2. North Carolina 18. Texas o
3. South Carolina 19. Alabama . Oregon
4. North Dakota 20. Nebraska 36. Illinois
5. Arkansas 21, Missouri 37. Minnesota
6. Idaho 22, Louisiana 38. Massachusetts
7. Georgia 23. Arizona 39, Washington
8. Florida 24. Maine 40. Delaware
9. New Hampshire 25, Indiana 41. West Virginia
10. Utah 26. Kentucky 42. Pennsylvania
11. Tennessee 27. Vermont 43. Rhode Island
12. South Dakota 28. Iowa 44. New Jersey
13. Kansas 29, Maryland 45. California
14. Virginia 30. Wyoming 46. New York
15. Oklahoma 31, Wisconsin 47. Connecticut
} 16. Colorado 32, Ohio 48, Michigan

IRS decks cruise-ship convention deduction; OKs '"reasonable" foreign jaunts

No deductions are allowed for expenses incurred in attending
business conventions aboard cruise éhips. That's part of a new law affecting
trips scheduled after December 31, 1980.
Other provisions relate to expenses that businesses may claim for
attending conventions in foreign lands outside a defined area of North
<:> Anmerica. To qualify for deduction, the meeting must pertain directly to the
active conduct of the taxpayer's trade or business or investment activity and
must meet ."reasonableness" criteria--including a2 requirement t.(hat it is "as 94‘:5

For information only=Not intended to snswer specific questions or to sugg
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- BEOONGMIC TMUYORTANCE OF TE WEST OWST Ol INRISIRY - 1979
i
>
= TAME I Ociginsl Inwestacnts in Miysical Assets
'(ll'l&lllmnila of INllars - *s Ualilod)
Six-State
Mase of Operatiuns Alaska Acfzomn Coltfanle Nevada Ocegom Washligtan _Jutal
w\ Byplorat o & Protuction $ 6,200,000 § 8,000 $ 13,000,000 $ 21,000 $ 4,000 $ 8,000 § 19,341,000
=) tmwlncturing 700,000 3,500 4,500,000 1,000 15.000 740,000 5,959, NN
O Movket hig 90,000 130,000 1,650,000 60,000 190,000 260,000 2,600 000
AL Other Asaets {2 13,800,000 103,000 1.500,000 14,000 26,500 100,000 15,543,500
Tutal Investments $ 20,890,000 §  24A,500 $ 20,650,000 $ 9%.000 $ 235,500 $ 1,128,000 $ 43,204,000
TAME 11 ioyee mwl Snlary Stotlatics - 1979
Brployee o actial lullore)
Six-State
Categiny Alaska Arlzona Callfornia Mevada Ocepun Hashhigton Yol
(upey Wiployces 44 $.,000 1,000 63,000 300 1,500 4,000 76,800
Bployees® Salarics $200,000,000  $ 18,000,000 $1,375,000,000 $ 4,200,000  $ 25,000,000 $ 77,000,000  $1,699,200,000
Averope Salary Per Riployes $ 40,000 § 18,000 § 21,153 $ 14,000 § 16,666 $ 19,250 $ 22,125
hivestuent: Pee Beployee ' $ 4,178,000 § 244,000 $ 317,000 $ 320000 $ 157,000 $ 282,000 $ 563,000
O Total Indistry Tersmmel #id 6,000 12,450 200,000 1,815 10,000 16,800 247,065

*  gxclules livestmarts In plyaical assete axl enployee data of oll fleld setvice catractore, spply copanics wul forelgn operofims.
Fipwes are In total dollars.
*  Digect oll umy oployees anly.

avl oipply couprmiies md Lhelr enployees oa wall as forelpn gperat lins mployces.
(incluten Alyeska Plpeline custractor ewployces.)

{1 Inchules Plpeline mw) Tramportatlss Asscte.

976
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Alsn bi:bules Jesnee operotiuns, cowlpwes, comissioy agents, deslere m thelr aiployces. EXQUNES ofl fleld secvice contractors mul ether sevvice
(Fliawes ore average of mwwal pecamuel oaploycd duing 1979.)
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ECQYHIC THIORTAME OF TIF. WFST COAST OJL INASTRY - 1979

TAME 111 Moterials and Services Nurdwsed ]
Alaska Arlzona California Nevada Orcpon Hashington Six-State Total
$ 625,000,000 $ 40,000,000 $2,000,000,000 $ 18,000,000 $ 95,000,000 $ 101,000,000 §2.879,000, 000
TAME IV Poruses, Rents and Royalties To . O
Federal & State and local aw Private Conpanics or Individuals
Alaska Arizma California Nevada Oregon Washington . Six-State Total
$1,115,740,000 $ 4,000,000 $ 630,000,000 $ 3,000,000 $ 2,000,000 $ 2,200,000 $1,756,940,000
TABIEV ° Direct Taxcs Iald to State aw Incal Governnnts
Type of Tx Alaskn Arizana Callformia Hevnda Orcgon Washinptan Six-State Total
Froperty $170,000,000 $ 12,000,000 $202,000,000 $ 4,000,000 . $§ 6,200,000 $ 12,500,000 $ 406,700,000
Other 731,746,000 28,777,000 416,177,000 541,000 6,561,000 20,846,000 1,204, ,648,000
TOTAL $901,746,000 $ 40,777,000 $618,177,000 $ 6,541,000 $ 12,761,000 $ 33,346,000 $1.611,348,000 O

—_—= e e o e e e e e ettt e gt

-

{1  Figures are In actuwol dollars.

12 Pponbitures are for purchascd miterinls md secvices for 1979 Inclides allocations for tanker ships, trucks md other such wovable 1tam.
Fxclinles crude oll md other petroleun prodiuct purchases and exdwvmges.
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PREPARED STATEMENT OF

Joy Fiore
CER Corporation
2225 East Flamingo Road EXHIBIT F

Las Vegas, Nevada 89109

on Senate Joint Resolution No. 27

Mr. Chairman, I appreciate the opportunity to_appear before you and your
colleagues today. My name is Joy Fiore. I ama geologist employed by CER
Corporation in Las Vegas, Nevada. I represent Mr. J. Erich Evered, also of
CER Corporation, who is Nevada Vice President of the Independent Petroleum
Association of Mountain States, a trade association of independent o1l and
gas producers with 1400 members spread throughout the Rocky Mountain region.
The potential harm of Senate Joint Resolution No: 27 spreads far.beyond our -
state lines, so it is important that I bring to you the views of our regional
producer association.

Perhaps I should briefly.exp1a1n the role of the independent producer
in the U.S. oil and gas industry, since it is the independent who stands
to lose the most as-a result of the proposed constftutional amendment. By
definition, an independent producer is a small businessman who is primarily
concerned with the finding and-producing of oil and gas. Unlike the larger
integrated companieS, thé independent is not involved in refining or marketing
crude oil. His profit center is at the wellhead. o

The independent producer segment of the U.S..oil industry is credited
with drilling 90% of all onshore exploratory or wildcat wells and almost 80%
of the total wells drilled on land in the U.S. There are about 16,000 of these
individuals throughout the country, and they have been credited by the Annual
0il1 and Gas Survey of the U.S. Bureau of the Census with investing at least 100%

of wellhead revenues each year in new production projects. They have done so

by leveraging with the banks the production they own, and by seeking outside
k]

investors. 348
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The independents generally have made their mark by getting a relatively
large numSer of wells to produce relatively small amounts of 0il. In other
words, the producing conditions in Nevada are just the kind which offer opportu-
nity for independents. In many cases, we can successfully operate marginally
producing wells by keeping costs low and by reworking them at certain intervals.
It is seldom realized that the smaller wells, which are most often the province
of the independent producer, contribute a substantial portion of total U.S.
production. For instance, the so-called stripper well, which averages nation-
wide a little less than three barrels a day in production, provides about
12% of U.S. production. Roughly another 12% i; provided by so-called marginal
wells which produce between 10 - 35 barrels per day at depths below 2000 feet.

What does all this meaﬁ in terms of Nevada? Our 30 pro&ucing wells average
about 120 barrels of crude oil per day. We are not Saudi Arabia, but each of
these wells saves the country.the equivalent of $4,500 a day or a total of
$135,000 a day in imported oil. To the degree that we can increase domestic
crude oil production in our state, it will be because many more of these smaller
wells are brought into production.

As you gentlemen are so well aware, tax policy shapes economic action.

It either creates incentjves which move capital into a particular geographic
region or economic endeavor, or it has the opposite effect. Right now the
country is waiting to see the effect which the massive federal windfall profits
tax is going to have on our domestic oil and gas production. Presently we

have only the projections of various studies to proviae indications of the
windfall tax's potential impact, but the range of possibilities is very dis-
couraging. .'

For instance, a study completed late last year by the Interstate 0il

Compact Commission, a federally funded agency, predicted that the federal tax

— on crude would result in the abandonment of $17.16 billion worth of domestically 949
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(:) produced crude.

| It can only be presumed that a tax increase on Nevada's fledgling oil and
gas industry will compound the production loss in our state. Not only will
Isuch an action make oil and gas production here less economically attractive,
it will make production in other states more so.

I am sure that many of you gentlemen are aware of the explosion in oil
and gas activity which is now going on in the West, and particularly the
Rocky Mountain Region. North Dakota recently surpassed 125,000 barrels a day
in production and Montana is nearing 110,000 a day. 1 remind you that our
own figure is about 3500 barrels per day.

Many areas in the Rockies are very attractive production centers, both
from a geological and state tax standpoint. .New Mexico, for instance, which
is experiencing increased oil and gas activity in both the eastern and western
portions of the state, recently reduced its state severance tax.

If the level of activity and the small level of production continues
to decrease in our state, it will not be the geology which is at fault, but
rather, the kind of impediment which is embodied by the tax policy initiated
by Senate Joint Resolution No. 27.

You are sure to hear the argument that the long period needed to adopt
a constitutional amendment in our state will allow ample time to fully test
the effect of the idea. I can assure you, Mr. Chairman, that. the process of
adoption will only exascerbate the unpleasant economic effects which will surely
result from this proposal.

Any arm of business abhors a vacuum. Perhaps more so with the oil explo-

ration and production business, because of the terrible inflation we have been

<:> experiencing in the costs of drilling, equipment and labor. The cost of

drilling a well is going up monthly. With this fluid situation, investors and

exploration managers must have some sense of the return they'might expect 350
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should their well be successful.

- The effect of Senate Joint Resolution No. 27 is to create a period of
uncertainty of five years or more before producers can have any sense of what
‘the actual outcome of this amendment may be. How can anyone plan under that
circumstance? Very simply, they can't. ’

In a state which must have a continued, act%ve exploration program in
orderlto increase 01l and gas production -- and subsequent revenues to the state --
we are sending exactly the wrong signal to industry with this proposed amend-
ment.

I urge you ladies and gentlemen to send a favorable signal by stopping
this effort in its tracks.

Thank you for this opportunity to bring these comments to your attention.
If we at CER Corporation in Las Vegas can be of any assistance to you or your

staff, please do not hesitate to call on us.
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STATEMENT OF A. A. (BUDDY) ARRAS, JR., TO COMMITTEE ON TAXATION
NEVADA STATE SENATE

- EXHIBIT G
Mr. Chairman, thank you for allowing me to speak to you today. My

name is Buddy Arras. I am Vice-President of Concept Resources, Inc., an
oil and gas producing company with operations throughout the western
states. We are listed over-the-countér on the New York Exchange.

I am appearing, in my own interests, on behalf ‘'of Bill Pennington,
who is in the hospital, and on behalf of the Independent Petroleum
Association of Mountain States, the group of independent oil and gas
producers which operate in the states east and west of tﬁe Rockies. I
an a director of this association, commonly referred to as IPAMS, as
is Bill Pennington. ‘

The constitutional amendment proposed in Senate Joint Resolution
Wo. 27 presents many possible shortcomings for our state and for
independent petroleum producers. I would like to briefly review some
of these with you.

It may already be clear to you, Mr. Chairman, that U. S.
independents are in effect the exploratory arm of the oil industry in
this country. 90% of the wildcat wells drilled onshore in our country
are drilled by independents. There is a kind of herd instinct among
this group. When a lot of small independent producers start showing
up in town, you know that an oil and gas boom is on, or just about to
begin.

This is the situation we would like to have, and need in Nevada.
We need to have far more independent geologists and petroleum engineers
walking the ground and discovering how to unlock the geological codes
wvhich govern our oil and gas formationms.

This kind of activity grows out of two conditions: a set of

1
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favorable geological indicators -- and there are enough of them pr;sent
to keep a modest rate of exploration going on. Secondly, there must
be a favorable business environment. This latter condition has
diminished with the presence of Senate Joint Resolution No. 27.

The open-ended tax policy contained in this constitutional
amendment is a large, bold-lettered sign which says "Go Look for 0il
and Gas Somewhere Else." The small independents, who must husband
their capital, have been forced more and more to take state taxing
policies into consideration. 1In a state like ours, where the ratio
of successful wildcats has been running one in ten, we cannot hope
to lure these smaller entrepreneurs if we say through the.proposed
amendment that we are definitely going to tax you unequally. Just
how unequally, you will have to wait several years to see.

It is understandable that the inéependents must move toward the
path of least resistance when they chart out their exploratory
program. There are a number of examples in the oil and gas producing
states of this region which show that tax policy has a direct bearing
on the level of activity.

Perhaps the most dramatic of them is the major movement of
Canadian oil and gas producers and capital into the U.S. as they
flee onerous new tax policies of the Trudeau government.

Along the Canadian border, our own states of North Dakota and
Montana have adopted tax policies which are causing producers there
to look to the emerging oil play in the Southwest and East.

And, in Colorado, two counties which have begun to implement
their own levies on 0il and gas activity have seen new exploration

slow considerably. /[™Douglas and Routt Counties_7
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It is not just the state or county taxes which cause this reaction,
(:) but it is these taxes piled upon the Federal "windfall profit tax" which
does it. There is generally little understanding of the overall level
of taxation which our industry now béars. Depending on the tax bracket
of the individual or corporate tax payer,- the total in federal, state
and local taxes can take as much as 70% of the gross value of the oil.
As with other industrieg, the active producer has the best opportunity
to lower the level of this tax bite through the various deductions
wvhich are available; yet on the basis of calculations we have done, it
does not appear possible in any part of the Western U.S. producing
region, to reduce the tax take to less than 402 of gross income after
all possible deductions are taken.
You should not be surprised that_those.who must consistently pay
(:> at the highest tax rates are the rovalty owners -- large and small.
They are placed in the highest tax bracket of the federal crude oil
tax, and they do not have available many of the deductions that an
active producer can take. It should be made clear to your colleagues
that is they proceed with the proposed constitutional amendment, the
royalty owners of this state will pay a disproportionate level of any
tax increase which might follow.

Mr. Chairman, in the aftermath of the 1973 Arab oil embargo we

painfully understood just how vulnerable our nation was, because its

domestic energy production had fallen so low. The story since that

time, and particularly in the last three years, has been one of

regeneration and‘now a very healthy recovery of the domestic oil and

gas industry. We are operating at the highest levels ever; and yet

this success seems to be the very source of the undoing of both

. domestic industry and our hopes for any form of national energy self

. : ‘- 354
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sufficiency. No sooner has the public become aware that the industry is
generating capital, ihen many hands at many different levels reach out
to take that capital for their own pdrposes.

The independent producer indus;ry in the U.S. has been re-investing
at a rate greater than 100% of its wellhead revenues. That is how we
got to our present level of activity. YNow let me remind you of another
industry that has someﬁhat paralleled the ups and downs of our own --
the U.S. railroad industry. Some can remember, and others know from
their history books, that in decades past the railroad industry
epitomized the height of financial power and achievement. Government
intervention in that industry has brought it to where it "is today, a
broken, sick and heavily subsidized system. .

There is every present chance that the combination of federal and
state tax policies which are now forming can do the same to my industry.
Only, in this case, the country has no alternatives to the national
security problems which result.

If additional state revenues must be found -- for whatever reason --
then I urge you gentlemen to fully consider the consequences of any
taxes you levy on energy resources.

It makes no sense to place more downward pressure on our state's
oil producing industry. If you have no other alternative than to take
more state revenues from the petroleum industry, look to the gasoline
pump instead of the well site. Just as any new tax will in all
likelihood inhibit Nevada oil production and thus the revenues which
come to the state and its citizens from this production, so will a
fasoline pump tax reduce consumption. Given the prospects for our

country's domestic energy supplies and our national security future,

it makes far more sense to husband available gasoline than it does
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to force abandonment of crude oil which could be produced.
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Our state provides less than 0.1% of the country's oil productionm,
yet we consume 0.42 of the available petroleum. Clearly there are far
more gallons of gasoline in this state to .tax then there are barrels
of crude oil. .

What may now appear to be a politically easy taxing plan, by
singling out oil and gas revenues, will ultimately pay a large
disservice to Nevada and to the country.

I thank you for the opportunity to present these comments, and I

urge rejection of Senate Joint Resolution No. 27.
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EXHIBIT H

- A.B.162

ASS'EMBLY BILL NO. lGZ—-ASSEMBLYMEN ROBINSON, ;
' RUSK, BARENGO AND BREMNER x
 FEBRUARY 13,4981

. Referred to Committee on Taxation -
SUMMARY—Removes requirement f oahindedmﬁondrawmlm
f«mdmgmm (BDR 32-66T) 2
FISCAL NOTE: Effect on Local Government: No. :

Effect on the State or oa ial Insurance: No.

<>

" Exmanatson—datier in balics i new; matter in brackets { ] is material to be omitted.

AN ACT relating to property tax; ing the requirement for an cath when a
mmamﬂpmm;m:fmmdmmcm
providing other matters properly relating thereto.

The People of the State of Nevada, represented in Senate and Assembly,
. do enact as follows: g

SECTION 1. NRS 361.265 is hereby amended to read as follows:

361.265 1. For the purpose of epabling the county assessor to make
assessments, he shall demand from each person or , and from the
president, cashier, treasurer or managing agent of each corporation, asso-
ciation or company, including all banim g institutions, associations or
firms within his county, a [statement under oath or affirmation] writtén
statement, signed under penalty of perjury, on forms to be furmshed by
the county assessor of all the personal property within the county, owned
or claimed by such persons, firms, corporations, associations or com-
panies.

2. If the owners of any property not listed by another person [shall
beJ are absent or unknown, or fail to [make the statement under oath
or affirmation as herein provided} provide the written siatement within
15 days after demand is made therefor, the county assessor shall make an
sﬁmmofthevalueof[sudl]thepropenyandass&ssithesame] it
accordingly. 1f thtf: name of [Euch] the ah%ent owner is A to thI;
county assessor, the property [shall] must be assessed in his name.
the name of the owner is unknown to the county assessor, the
;mm]mwbeassasedto“unknownowner”; utmw
ore or hereafter] made in the name of the owner or the owner
of personal property [shall render] renders the assessment or any sale
of such property for taxes invalid. .
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3. At the end of each month the county assessor shall report to the
disuiamomeyofthecountythenamesofanpetsonsnegleaingor
refusing to give the statement as required by this section, and the district
attorney shall prosecute all persons so offending.

4. It anymoﬁner or agent [shall neglect or refuse] neglects
or refuses on- of the county assessor or his deputy to give [under
oath or affirmation] the statement required by this section, or [shall
give] gives a false name, or [shall refuse to give his name, or shall refuse
to swear or refuses to give his name or to sign the statement,
he [shall be] is of a misdemeanor and [shall] musr be arrested
upon the complaint the county assessor or his deputy. _

SEC. 2. NRS 361.285 is hereby amended to read as follows:

. 361.285 1. ::d tl;; s‘gmzh time and in the sae:cihe mannershh:u oi:l:ie:li lists
of property requ is chapter are given, person ver,
unduoathoraﬁmaﬁon,]de&erto € county assessor a similar list
of all real estate, with the improvements thereon, and all personal pr
erty which such and the firm of which he is a member, and the
corporation of which he is president, cashier, treasurer, secretary, trustee
or managing agent, owns, claims or has the charge, possession or control
of, in any other county of the state, and which he does not, of his own
fets&:tal knowledge, know has been assessed in [such} the other county

or 3

2. &thst [shall:§ must:

(a) Describe particularly each tract of land and each city or town lot
contained therein (so that [the same} it may be found or knowan by
[such} the description), and all vessels, steamers and other watercraft,
and shall also specify €ach and all deposits, if any, and persons with whom
such deposit or deposits are made, and the place in which [the same]
they may be found, unless he [shall have} has included all such moncy,
gold dust, gold and silver bars and bullion in the list of property in his
cot;g?', which it [shall be] is lawful to do.

Specify the kind and nature of all other personal -property in-

E?ch] the other county belonging to or under the charge, control or in
possession of him or them.
(c) Be signed, under penalty of perjury, by the declarant.

®
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