Approved: April 30, 2003
Date

MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE

The meeting was called to order by Chairperson David Corbin at 11:25 a.m. on April 3, 2003, in Room 519-S
of the Capitol.

All members were present except:

Committee staff present: Chris Courtwright, Legislative Research Department
Shirley Higgins, Committee Secretary

Conferees appearing before the committee: Steve Johnson, ONEOK Field Services
Ron Hein, Pioneer Natural Resources U.S.A.
Dennis Stell, Duke Energy Field Services
David Bleakley, Eastern Kansas Oil and Gas
Joan Wagnon, Secretary, Kansas Department of Revenue

Others attending: See attached list.

SB 267—0il and gas percent of proceeds gas purchase contracts

Senator Corbin noted that the Chairman of the Senate Ways and Means Committee requested a hearing on
SB 267. However, there were no conferees in support of the bill present.

Steve Johnson, representing ONEOK Field Services (OFS), testified in opposition to SB 267. He contended
that the bill, in all probability, would be impossible to implement because the intent is unclear. He discussed
the advantage of a Percent of Proceeds (POP) agreement, noting that the POP agreement is a standard contract
form which has been used for many years to purchase natural gas from producers. Due to the difficulty of
making a definitive calculation using the language in SB 267 and OFS’s desire to leave the negotiation of
contracts between the parties involved, Mr. Johnson requested that no action on the bill be taken until OFS
has an opportunity to gain a more thorough understanding of the intent of the bill and offer further comments.
(Attachment 1)

Ron Hein, representing Pioneer Natural Resources U.S.A., testified in opposition to SB 267. In his opinion,
the bill would ultimately result in reduced revenue to both royalty owners and the state. He explained that,
under current POP contracts, royalty owners and the state generally share in the increased value of the bi-
products of processing and also share the risk that the net value obtained from processing will not exceed the
net value of the wellhead sale. The bill would place all the risk of POP contracts, even those entered into in
good faith, upon the producer. By altering the risk/reward balance of these contracts, gas which could and
should be processed will not be processed, causing a loss to producers, royalty owners, and the state. In
conclusion, Mr. Hein noted that the sponsor of the bill is aware of the concerns about the proposal and agrees
that the issue should be studied by an interim committee. (Attachment 2)

Dennis Stell, Duke Energy Field Services (DEFS), testified in opposition to SB 267. At the outset, he
informed the Committee that he is currently responsible for the natural gas gathering and processing (G & P)
activities of DEFS in Kansas. He discussed the following types of contracts for compensation for services
provided by G & P companies: (1) fixed fee, (2) variable fee, (3) percent of index (POD), (4) two part payment
percent of proceeds (POP), and based on indices (POPI). He noted that POI and POP-POPI contracts are
beneficial to G & P companies because they provide some upside opportunity when prices are favorable, and
they benefit producers because, when prices go down, so does the dollar amount retained by the G & P service
provider. In his opinion, depending on the pricing environment, POP contracts can actually increase the
amount of severance taxes paid. To illustrate, he referred to a table attached to his written testimony. In
conclusion, Mr. Stell expressed his concern that the bill would outlaw a type of contract that best aligns the
interest of producers and G & P companies. He observed that, although the intent of the bill may be to extract
additional taxes and royalty payments from producers, the result of the bill may be to further discourage new
drilling and investment by producers to extend the lives of existing wells. Over time, this will contribute to
premature abandonment of wells and loss of recoverable reserves. (Attachment 3)

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
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MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE at 11:25 a.m. on April 3,
2003, in Room 519-S of the Capitol.

David Bleakley, Eastern Kansas Oil and Gas (EKOG), testified in opposition to SB 267. As a producer and
gas gatherer, EKOG consulted with many persons to find which type of agreement most fair to the gas
producer, gas gatherer, and the royalty owner. The overwhelming recommendation was the POP contract.
EKOG has found that the POP works very well compared to a fixed price. For the Committee’s further
information, Mr. Bleakley called attention to a copy of a letter addressed to the Committee from Jon R. Viets,
an attorney who recommended the POP agreement not only to EKOG but also to many royalty owners,
producers, and gas gatherers. Mr. Viets concludes, “Ifthe legislature believes the severance tax scheme needs
to be fixed, then it should enact a tax on the volume of gas, without reference to price. If the Legislature
believes royalty owners should receive higher royalty shares than those specified in the underlying oil and gas
leases, it should do so by open fiat.” (Attachment 4)

Senator Corbin called attention to informational material on SB 267 provided by Bob Krehbiel, Kansas
Independent Oil and Gas Association. (Attachment5) Inaddition, written testimony in opposition to SB 267
was submitted by Douglas L. Lamb, President of Quest Resource Corporation, (Attachment 6) and Erick E.
Nordling, Executive Secretary, Southwest Kansas Royalty Owners Association (Attachment 7).

There being no others wishing to testify, the hearing on SB 267 was closed.

HB 2416—-Amnesty from assessment or payment of penalties and interest on certain unpaid taxes

Senator Corbin pointed out that HB 2416 went through the House on the Consent Calendar.

Joan Wagnon, Secretary, Kansas Department of Revenue, explained that the Department has implemented
a two-phased tax amnesty program, with Phase 1 beginning in early February. In Phase 1, the Department
is exercising its existing authority to settle disputed matters, including those pending before the Office of
Administrative Appeals, the Board of Tax Appeals, or in the judicial review process. Phase 1 involves an
aggressive campaign to pursue settlement negotiations on pending assessments prior to June 30, 2003.
Secretary Wagnon explained further that the Secretary of Revenue has the authority to waive penalty but never
interest. HB 2416 will provide legislative authority beginning on July 1, 2003, to implement Phase 2, which
will involve a tax amnesty program to be conducted this coming fall to offer waiver of penalties and interest
to taxpayers with accounts in collection or who are non-filers or under-reporters if the underlying taxes are
paid in full in one payment rather than through a payment plan. The purpose of the amnesty program is to
convert as many outstanding accounts receivable as possible into much needed revenue during the first half
of Fiscal Year 2004. (Attachment 8) Secretary Wagnon noted that the revised positive fiscal impact on the
State General fund resulting from the amnesty program is $19.5 million for Fiscal Year 2004. In addition,
she pointed out that the bill does not create new taxes but rather deals with tax liabilities that are currently due
and owing.

Following brief questions and comments from the Committee, the hearing on HB 2416 was closed.

Senator Haley moved to recommend HB 2416 as favorable for passage. seconded by Senator Lee. The motion
carried.

The meeting was adjourned at 12:00 p.m.

No further meetings are scheduled.

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 2
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ONEOK

Before the Senate Assessment and Taxation Committee
SB 267
Testimony of Steve Johnson
Manager, Governmental Affairs
ONEOK, Inc.
April 3, 2003

Chairman Corbin and Members of the Committee,

Thank you for the opportunity to address your committee this morning about our
understanding of SB 267 and how this could affect our businesses in Kansas.

ONEOK is a diversified energy company based in Tulsa, Oklahoma and is the
parent company of Kansas Gas Service and ONEOK Field Services, the two divisions
that have field operations in Kansas. ONEOK Field Services (OFS) is a midstream gas

gatherer and processor that operate gathering and processing facilities in Kansas,
Oklahoma, and Texas.

Senate Bill 267 as written, is unclear as to its intent and as a result probably
impossible to implement. It is OFS” position there is considerable value to all parties in a
Percent of Proceeds (POP) agreement. The advantage of a POP agreement is that the
producer and the gatherer/processor share in both the rewards and risks associated with
processing. The result of which is the producer and processor’s interests are economically
aligned. Under a POP agreement as gas and natural gas liquids prices increase, the
revenues received by each party increase, as do taxes and royalty receipts. Conversely, as
prices decrease so do the revenues, taxes and royalty receipts. POP agreements are one of

the standard contract forms that have been used for many years to purchase natural gas
from producers.

At this time, due the difficulty of making a definitive calculation using the

language in SB 267 and our desire to leave the negotiation of contracts between the

parties involved, we would request the opportunity to make further comment, at a later

time, after we gain a more thorough understanding of the intent of this legislation.

Thank you for your continued attention to our Industry and I will be available for
questions.
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HEIN LAW FIRM, CHARTERED
5845 SW 29" Street, Topeka, KS 66614-2462
Phone: (785) 273-1441

Fax: (785) 273-9243
Ronald R. Hein
Attorney-at-Law
Email: rhein@heinlaw.com

Testimony re: SB 267
Senate Assessment and Taxation Committee
Presented by Ronald R. Hein
on behalf of
Pioneer Natural Resources U.S.A., Inc.
April 3, 2003

Mr. Chairman, Members of the Committee:

My name i1s Ron Hein, and I am legislative counsel for Pioneer Natural Resources USA, Inc.
Pioneer is one of the largest independent exploration and production oil and gas companies in
North America, with major natural gas production in the Hugoton field in Southwest Kansas.

Pioneer opposes SB 267. Although I am aware of the intent of the sponsor of this legislation,
which I view as attempting to maximize value to royalty owners and to maximize value of
severance tax receipts for the state of Kansas, I believe that this legislation would ultimately
result in reduced revenue to both royalty owners and to the state.

Currently, a great deal of gas is sold at the wellhead and severance taxes and royalty payments
are paid based upon the price of that natural gas at the wellhead. Pioneer and many other
producers, however, in appropriate situations, do not sell large quantities of their gas at the
wellhead, but transport gas to a processing plant and process it, thereby separating the raw
natural gas as produced at the wellhead into several different types of fuel, including natural gas,
methane, ethane, propane, helium, and other bi-products of the raw natural gas. This processing
involves providing additional downstream services after severance of the gas, including
gathering, transportation, and processing all performed at additional cost to the producer, for the
purpose of adding value to the gas over and above its value at the wellhead. The severance tax
was never intended at any point to tax oil or natural gas downstream, but was intended to tax the
gas as it was “severed” from the ground.

Producers often enter into “percentage of proceeds” or “POP” processing contracts whereby they
allow the processor to keep a percentage of the processed liquids, and/or a percentage of the
liquids and a percentage of the residue gas, as payment for processing services rendered. When
that is done, the producer receives at the tailgate of the processing plant reduced percentages of
processed gas components and pays royalties and severance taxes on the proceeds received upon
its sale of its reduced percentages of those components. Such contracts are entered into with the
expectancy that the reduced percentages of liquids and residue gas available to the producer
after processing will produce more net revenue than would have a sale of the gas at the wellhead
without processing. On rare occasions, however, when the price of gas is disproportionately
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67 Senate Assessment and Taxation Committee
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high relative to the price of liquids, the net revenue obtained from a POP contract can be less
than the net revenue that would have been received from a wellhead sale.

Currently, royalty owners and the state generally share in the increased value of the bi-products
of processing and, concomitantly, share in the risk that the net value obtained from processing
will not exceed the net value of the wellhead sale.

This legislation, as I understand it, is an attempt to try to insure that the royalty owner incurs no
risk with such contracts, and will receive the value pursuant to the percentage contract only if
that value is in excess of what the royalty owner might otherwise have received if the contract
had been for purchase of the raw natural gas at the wellhead. But, if the producer is to take all
the risk associated with POP contracts for only a proportionate part of the benefits, processing
opportunities will not be taken and, ultimately, royalty owners and the state will receive less
than they are currently receiving. It needs to be realized that producers are in the business of
securing the maximum net value that can be obtained for their production, and producers enter
into these arrangements only when they think it will produce additional revenue. While
producers may not always be right, in the end, royalty owners and the state are best served by
relying upon the judgment of the producers. Where that judgment is unreasonably or
negligently exercised, royalty owners are not without remedy - they can always bring a suit for
failure to reasonably market. It is not appropriate for government to substitute its business
judgment for the business judgment of those in the gas marketing business on how best to
market gas.

In the end, this legislation would place all the risk of POP contracts, even those entered into in
good faith, and those reasonably determined to be beneficial and prudent at the time they were
executed, upon the producer; and, by altering the risk/reward balance of these contracts, cause
gas which could and probably should be processed, to not be processed, at a loss to producers, to
royalty owners and to the state.

We understand that it is the intent of the chair to simply hold a hearing on this issue at this point,
and to review this subject over the interim. We also understand that the sponsor is aware of
some of the concerns about this legislation and is likewise willing to have this legislation be
reviewed over the interim. We applaud the sponsor and the chairman for their understanding on
the issue, and we look forward to working with the sponsor, this committee, and the interim
committee on this issue.

Thank you very much for permitting me to testify, and I will be happy to yield to questions.
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COMMENTS RELATED TO KANSAS SENATE BILL 267
Prepared by Dennis Stell
April 3, 2003

Good morning. My name is Dennis Stell, and I am the Vice President of the Western Mid-
Continent region for Duke Energy Field Services (DEFS). As part of my current assignment, I

am responsible for the natural gas gathering and processing activities of DEFS in Kansas.

DEFS is one of a number of Gathering & Processing (G&P) companies that are active in the
state of Kansas. G&P companies handle most of the natural gas production in Kansas. We
provide valuable and necessary services for moving the gas from the wellhead, processing and
conditioning it to meet interstate pipeline and end user specifications, and providing connections

for the gas and Natural Gas Liquids (NGLs) to end use markets.

Compensation for the services provided by Gathering & Processing (G&P) Companies normally

is accomplished through one or more different agreement types as listed below:

Gas gathering contracts, where title to the gas remains with the Producer:

A.  Gathering for a fixed fee
B. Gathering for a variable fee

Wellhead or lease gas purchase contracts, where the G&P Company takes title to the gas
at the wellhead:

b POI - Percent of Index, with the entire payment based on a gas index value.

D. POP — Two part payment Percent of Proceeds, with both a gas and NGL
calculation. The gas side can be tied either to resale proceeds or to indices. We
call these “POPI” when based on indices.

The contract type selected is based on our supplier’s needs, preferences, and the level of risk the
supplier is willing to accept. Their risk acceptance or avoidance is directly related to their

unique financial position and their view of future supply and demand for natural gas and hence

the price of the commodity.

Gathering for a fixed fee is the type of agreement that was used by the interstate pipelines when
they provided bundled services. Historically, gathering rates may have been unduly low, due to
—6‘3”‘-"1'6. A s85essmenst & Taration
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subsidies provided by the pipeline long haul transportation services. Pipelines previously
structured rates so that a considerable part of the cost of gathering was paid by transmission
pipeline customers rather than gathering customers. Because of increased costs and production
declines at the wells that further increase unit costs, fixed fee gathering agreements can be

onerous for a G&P Company.

Gathering for a variable fee 1s frequently fairer to the G&P Company and to the producer. Fees

will vary with changes in service, volume, processing economics, commodity prices, etc.

Under one part payment POI purchase agreements, G&P Companies are entitled to a margin
equal to a small percentage of the gas produced (i.e. 5% to 20%) as compensation for services
provided and 100% of the Natural Gas Liquids (NGLs) extracted from the gas stream. The G&P
Company, however, has to pay for the Btus extracted as NGLs at the agreed gas value.
Sometimes the producer retains the right to receive the gas in kind after processing, and the G&P
company has to replace or make up the MMBtu’s lost due to gathering and plant fuel and NGL

extraction in kind. This make up gas is frequently referred to as Plant Btu Replacement (PBR).

Under POPI agreements (two part payment index based purchases), G&P Companies receive as
their margin a small percentage of the gas produced (i.e. 5% to 20%) as compensation for
services provided and a small percentage of the NGLs extracted from the gas stream (i.e. 5% to

20%). The Producers, however, have to share their portion of the PBR as part of residue gas and
NGL allocations.

POI & POP-POPI type contracts are beneficial to G&P companies because they provide some

upside opportunity when prices are favorable, and they benefit producers because when prices go

down, so does the dollar amount retained by the G&P service provider.

In our opinion, Percent of Proceeds and POPI contracts are desired contracting forms because
they provide the greatest protection from commodity price risk for both the G&P companies and
producers. They align the interests of G&P companies and producer together when it comes to
gas gathering, conditioning, and processing. Under Percent of Proceeds and POPI type
contracts, producers share in the value of both the residue gas and the NGLs extracted from the

natural gas that are attributable to his wellhead production.
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Generally speaking, natural gas in its raw state has to be conditioned or “processed” before it is
of end user quality and can be transported on interstate pipelines. This processing yields
marketable products such as ethane, propane, and butanes that generally are of greater value on a
Btu basis than the natural gas from which they are extracted. Since processing is often a
necessary step in getting natural gas ready for end users, a problem arises if processing is not
profitable. Under gathering-type contracts, the G&P company’s processing economics are based
solely on the upgrade of the NGLs value vs. the gas value. If gas prices increase significantly
relative to NGLs, as they did recently in late February and early March, the G&P company’s
margin is severely eroded, and can even go negative. G&P companies are not obligated to
process gas at a loss, but if most gas is not processed, the gas cannot be transported beyond the
field area. POP-POPI type agreements eliminate this conflict and provide alignment between
producers and the G&P companies, so that the focus for both producer and processor is on
maximizing the total value of gas and NGLs instead of playing one commodity off against
another. These types of agreements also largely eliminate the prospect of curtailments in

production if processing is unprofitable for an extended period.

Banning percentage of proceeds type contracts will not increase wellhead netback prices, as the
G&P companies and producers would have to switch to a different contract type to obtain

mutually agreeable pricing levels.

The current feeling seems to be that POP type contracts are reducing the severance taxes paid in

the State of Kansas. Depending on the pricing environment, POP contracts can actually increase

the severance taxes that are paid (Table).

The intent of the bill may be to extract additional taxes and royalty payments from producers.

We are concerned, however, that the result of the bill may be to further discourage new drilling
ing wells in Kansas. Over time, this
will contribute to premature abandonment of wells and the loss of recoverable reserves. We are

also concerned that the Bill would outlaw a type of contract that best aligns the interest of

producers and G&P companies.

Thank you for your time this morning and the opportunity to address this group.



VALUE AT THE LEASE UPON WHICH
SEVERANCE TAX IS CALCULATED

Gathering Fee | POP at90%
$.40
Producer and G&P company enter into an agreement $3.60 $3.60
with gas at $4/MMBtu
Same agreement with gas at $6/MMBtu $5.60 $5.40
Same agreement with gas at $2/MMBtu $1.60 $1.80




JON R. VIETS
ATTORNEY AT LAW

SHARING OFFICES wnTH
DANA L GORMAN

SUITE 604, PROFESSIONAL BUILDING
PO.BOX 1176
INDEPENDENCE, KANSAS 67301
PHONE 620-331-0144
FAX 620-331-1808

By David Blea k/e/

April 1, 2003

Senate Tax Committee VIA FAX: 785-296-6718
Topeka, KS

RE: S.B. #267
Honorable Senators:

Your Committee is considering the above referenced bill, which would prohibit
persons from entering into “percentage of proceeds gas purchase agreements”.

I have practiced law in Eastern Kansas for 25 years, with emphasis on energy
resource law. Also, I have served as the Gavernor’s Advisor on the Legislative
Task Force on Post De-Regulation Gas Gathering Issues.

I have recommended to many royalty owners, producers and gas gatherers the
use of “percentage of proceeds” agreements. The wisdom of such contracts
arises from the recognition that all interested persons are engaged In a
speculative business subject to wild gyrations in demand and product prices.

Over the years, we have experienced great difficulty, and much lhtigation, over
long term, fixed price contracts. When the fixed price proves too low, royalty
owners and producers suffer. When fixed prices are too high, gatherers and
end users suffer.

In response, most of the industry has moved to flexible priced contracts,
usually as a function of spot prices.

With “percentage of proceeds” agreements, royalty owners, producers and
gatherers function on a cooperative basis. If prices are strong, all benefit. If
prices are weak, all pariies share the burden. ‘Over imc, both scenariss dre
likely to play out on the continuum between low and high value proceeds.

S.B. 267 reflects a potentual policy concern that “percentage of proceeds’
agreements may operate to understate the value of royalty or the amount of
geverance tax due. As drafted, S.B. 267 addresses only one end of the
continuum, during those fleeting times when prices are high and all
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stakeholders are benefiting, but the royalty owner and State would claim a
“super” share of the benefit. The bill makes no provision for the bad times,
when volumes are slack and prices low, and producers and gatherers are
unable to cover their costs.

Moreover, S.B. 267 begs the question of the value of gas for purposes of royalty
and severance tax. Presumably, an aggrieved royalty owner, or the Department
of Revenue, would look for evidence of market price at the wellhead in any given
span of time to make a case for underpayment. At least in Eastern Kansas, the
market price at the wellhead is determined almost exclusively by “percentage of
proceeds” agreement.

The legislation, if adopted, will operate to override the emerging wisdom of the
market which addresses price and volume volatility on a cooperative
(percentage sharing) basis. Inherent is the assumption that the legislature can
better determine market value at the wellhead than can thousands of actual
participants in the marketplace.

If the legislature believes the severance tax scheme needs to be fixed, then it
should enact a tax on the volume of gas, without reference to price. If the
legislature believes royalty owners should receive higher royalty shares than
those specified in the underlying oil and gas leases, it should do so by open fiat.
Whatever the political viewpoint and policy objectives, the legislature should not
attempt to implement policy by the indirect means of tinkering with the useful
and reasonable commercial tool of “percentage of proceeds” agreements.
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KANSAS SENATE
COMMITTEE ON TAXATION

APRIL 3, 2003
HEARING ON
SENATE BILL 267

INFORMATION PROVIDED BY
ROBERT E. KREHBIEL, EXEC VP
KANSAS INDEPENDENT OIL & GAS ASSOCIATION
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B The pace for Gas, Plant Products end Processing Haghts delivered and purchased during any
Month hereunder shali be equal 1o 98% of the arithmetic 2Verge of the "Index" prices posted in

de EER.G s Gias Mark

the first issue of cach corresponding month’s Inst -2t Report published by
McGraw Hill in the table cntitled “Prices of Spot Gas Delivered to Pipeline” for Northern Natral
Gas Company (Texas, Oklahoma, ansas), Panhandle bastern Pipeline Co., and Williams Natural
Gas Pipeline, less $0.29 per MimB of wellhzad velume for gathenng, before any adjustment for
fucl. Al delivered volumes shall be thermaily reduced by the then attibutable “Fuel, Loss, end
Unaccounted-for Gas™ factor, currenlly 5.52%, on Buyer's Gatherer's pipeline system (e, the
volume measured at Buyer's Gatherer's Receipt Point(s) will be adjusted on @ pro rata basis with
al] gas volumes delivered into Buyer's Gatherer's pipeling system, such apportionment calculated
by dividing the Seller's meter valume by the sum of all metered volumes delivered into Buyer's
Gatherer's pipeline system, and then multiplying the quotieat times the total v

from Buyer's Gatherer's pipeline systera.)

C. For pricing purposes, 2]l Bru's shall be determined on 2 gross, weg, jdeal basis, at fourteen and
sixty-five one-hundredths (14.65) Psia and sixty degrees Fahrenheit (60°F).
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PERCENT OF PRoceeDS PRICE PRovISIoN FOR SA* &

oF ROCESS ING PLANT

5. PRICE.

51  Consideration. (a) As full consideration for the gas end allits cormponents delivered to
Buyer each month, Buyer shall pay Seller (a}%ﬁgﬁ’o’&c nct proceeds determined L‘_@:? Paragraph 5.2

577

below received from the sale of residue gas armibutable to Scller’s gas, and (o)26%5 of the net value
determined under Parazraph 5.3 below for eny NGL's saved and sold in liquid form at Buyer's plant or
plants aumibutable to Seller's gas. The compsznsation payable under this contract includss the value of el
raw gzs components from which Buyer might derive revenue, including helium, sulfir, CO;y, and other
1on-hydrocarbons even though no separate value calculation for those compenenis is 1o be dene,

(0) Seiler's gas will be handled in gas gathenng facilities connected lo processing plants

ownzd by parties unaffiliated with Buyer or Duyer-operated plants, Regardless, residus gas end NGL

v

allacations for all processed gas will bz based on the fixed efficiencies stated in the NGL and residus ga

allozzfon definitions of Paragraph 5.5.

5.2 Resldue Gas Value. Thenatresidus gas valus shzll be determinzd by multiplying the

MMBiw's of residue gas allocable to Selier times the VIndex Price,” which shall be the price per MMBu

pudlished in fusidz FER.C.'s Gas Afarker Reportin iis first publication of the menih inwhichthe gasis

deliverad for “Prices of Spot Gas Delivered to Pipelines™ for B
Oxlahema (mainline).
5.3 NGIL Yaloe, The nat

N v

dztermized by muliplying the quantit

allen for each WGL cemponent fo.

and hzavier) duning the menth as repasied

Maniis by the Of Prce Information Servic

Commerce, or in its absznce, a similar successor zdjustnent factor dosignated by Buyer,

wh

=1 Low Volume Delivery Points. The price for gas delivered 2t any Delivery Poinls at
¥Eden

which the volume delivered to Buyer has been less than 458 Mecf per mozih for three conscculive

1

rmonins shall be reduced to one-half (1/2) of that computed vader cctions 5.1, 5.2, and 5.3 efizctive the
first day of the month following the three month period. The price for gas £om the affected Delivery
Poinis shall remain so recuced until the quantity delivered from the Delivery Peintis ngain et leass 450
Mef per month for three consecutive moaths cffective as of the first day of the following month.

5:5 Allocatlon of Resldue Gas and NGL’s,  Buyer will determine the residue gas and

NGL's allocable 1o Seller on & proportional basis by component using the [ollowing definitions 2nd
procedures. Additional definitions are in Section A of Exhibit A. From time to time Buyer may make

chanres end 2djustments in it ellocation metheds to improve aceuracy or efficiency.
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EPNG NGPL NGPL NGPL NGPL RELIANT RELIANT NNG NNG ™ TENN TENN TENN
CIG PERMIAN MIDCON LA TXOK S-TX EAST WEST T7,0,K DEMARC OGT PERM WNG 500Lleg 800Leg ZoneO

52,50 52.48 52.51 5246  52.40 §258  §2.51  $2.45  $2.51 $2.52 52.52
51.01 8g 51,02 $1.806 7 M $1.90 $1.84 $1.90 51.96 $1.80
32,20 3229 52.30 52.25 . 5217 $2.34  52.20 5217 5231 $2.32 $2.20
5331 5330 31 5326 33.19 5332 §2.29 5317 5329  §3.32 53.30
53.24 5324 53.23 53,19 53.10 53.21 $3.19 53.07 53.20 53.26 %2.20
5325 §3.22 53.22 5316 52.90 §3.41  $3.05 $2.85 $2.08  $3.27 53.23
5316 5316 5317 5207 MA 53,03 53.02  MNA 53,06 5318 5316 53.15
52.09 5284 5287 32.823 52.61 52.79 5277 52.69 532.84 52.87 $2.87 32.85
5248 §3.17 53.18 $3.03  52.82 53.04  $2.99 3202  S298 5348  $2.19  §$3.17
5358 53.57 53.51 5338 3312 €344 3334 8315 8332 35364 53.64 53.56
54.07 =407 54.02 34.00 53.96 54,13 54.03 53.80 54.06 $4.05 54.05 $4.02
34.06  54.05 52,95 3303 /A $410 5396 5384 5398 8407 $406  $4.01
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OPIS - Group 1

n,

o]
Normall

| T
. 1" Etnane| Propane|  Butane| _ Butane| Nat Gasoling
102 1 0.15860[ 0.26598] 0.38055] 0.48970! 0.46821
2/02 017043, " 027914 0.34250] 044742} ~ _0.50454
3/02 023775/ 0.35925| 0.40556| 0.59953]  0.63559
4102 | 0.26128| _0.40073] 0.44713] 0.60330| __ 0.68935
5/02 | 0.25392| 0.38085| 0.44688] 054559 0.62381
/02 | 0.21366] 0.35250] 0.43078] 0.57000 0.57438
702 | 0.20876. 0.35467] 0.45170] 0.55095]  0.56458
8102 0.23114] 0.41525] 0.50389] 0.58466]  0.60602
9/02 . 0.27809] 0.45953] 0.55622| 0.84650] 0.66853]
10/02 " | 0.28938! 0.47122] 056891 0.67265]  0.71579
11/02 [ 026776 0.48007] 0.56214! 083316]  0.66352
12102 | 032048 0.52322] 0.63908] 071807 _  0.73253]
! : : |
2002 YTO Avel 0.24077] 0.39520) 047795 0.55880] _ 0.62057]
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Estimated POP Calculations

( Mcf | MMBwu | BuuFactor |
Yyellhoad Yolumes 600 651 1.085
Less Fucl and FL&U Deductions:
Gathering Fuel and FL&U 7.500% 49
Calculated Inlet 555 602
Plant Fuel 1.500% 9
Gallons/Shrink Gerts | Recoverics | Gollons |GaUMMBus | _Shrink MMBeu |
Ethane 1.2055% 20.000% 134 0.00635610 |
Praopane 0.5355 72.000% 214 0.0915960 20
lsa-Butane 0.1044 70.000% 41 0.0996500 4
Normel Butane 0.2273 831.000% 105 0.1037220 11
Natural Gasoline 0.076§ 83.000% 35 0.1134377 4
Total 2.1495 528 39
Valuag ?]nd‘:x Price ] MMBru [ Towl Dollars )
Residue Gas Price 3 29311 554§ 1,657
POP Percant 85% 1,408
Compression (per wellhead) s 0.0500 33 $ 1.376
Plant Produets r Frac Deduct { Prices —[ Gallons | Total Dallars
Ethane S 0.0350 § 02403 134§ 28
Propanc S 0.0350 3 0.3952 214§ 77
lso-Butene S 0.0350 § 05333 41 3 22
MNormal Butane S 0.0350 S 0.4780 105 § a5
Natural Gasoline s 0.0350 S 0.6206 19 & 21
3 194
POP Pereent 85% 5 165
POP Valuss
Total Dollars to Produser s 1,541
Dollars per Welthead mmBru S 13670
Comparison
Wellhead Volumes 600 651
Fuel (5.52%) 36
Net mmBu 615
Index 983 § 2.9323 ppz o= LN
1,803.53
Less gathering per mmBru 0.2 188.79

Current Values

Gross Value S 1,615
Per Wellhead mmBru s 2.4804
L.ess thap current contract per wellhead mmBiu s 0.1134
Dollars per month 5 74
Dollars per year by 886
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Revenue Ruling

Ruling Number: 92-1998-01

Tax Type: Mineral Severance Tax
Brief Description: Gross Value
Keywords:

Effective Date: 12/31/98

AT AR B L AN U A P SR A DI RS

REVENUE RULING 92 - 1998 - 01

December 31, 1998

Issue: How is the “gross value” of gas, for use in the calculation of the mineral severance tax,
determined by the Department of Revenue if no sale occurs at the time gas is severed?

Relevant Statutes: K.S.A. 79-4201 et. seq.

This Ruling is intended to clarify how the Department of Revenue determines the gross value of
gas which is subject to the mineral severance tax. To this end, this Ruling will clarify the
Department's interpretation of the definitions of “gas” and “gross value™ that are found in the
current statute. These definitions illuminate the Department's practice regarding the calculation
of gross value. They are not a departure from historic policy.

K.S.A.79-4216(c), defines “gas™ as . . . natural gas taken from below the surface of the earth or
walter in this state, regardless of whether from a gas well or from a well also productive of oil or
any other product.” In order for the Department to properly administer this statute, this Ruling
clarifies that “natural gas” means a “complex mixture consisting essentially of hydrocarbons of
the paraffin series but including in certain instances and in varying proportions nitrogen, carbon
dioxide, sulfur components and helium.” (Council of Petroleum Accountants Societies, Gas
Accounting Manual, Bulletin Number 7, April 1993.) This is the most recent definition of natural
gas recognized by industry accountants and represents the generally held meaning of natural gas
(also see Northern Natural Gas Company v. Grounds, 441 F. 2d 704 (10th Cir. 1971), cert den.

404 U.S. 951 (1971)).

Since natural gas liquids and helium are components of natural gas and are measured as part of
the full volume of gas as it is severed (see K.S.A. 79-4217(a)(2)), both the liquids and helium
contribute to the gross value of gas at the well-head. [This is true for market determined
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well-head prices or gross value. Prices determined under regulation accounted for only the value
of the residue gas.] Since natural gas liquids and helium are components of natural gas and
contribute to its market determined well-head sale price, both have been and remain subject to
the mineral severance tax.

In K.S.A. 79-4216(d), “gross value” is defined as:
... the sale price of oil or gas at the time of removal of the oil or gas from the
lease or production unit and if oil or gas is exchanged for something other than
cash, or if no sale occurs at the time of removal . . . then the director shall
determine the value of the oil or gas subject to tax based on the cash price paid to
one or more producers for the oil or gas or based on the cash price paid to producers
for like quality of oil or gas in the vicinity of the lease or production unit at the time
of the removal of the oil or gas from the lease or production unit.

This Ruling clarifies that when no sale occurs at the time of removal from the lease or production
unit, royalty statements will continue to be reviewed for an indication of “the cash price paid to
[the] producers”. The gross value of gas production in Kansas will be determined using the
following method:

Sum of net royalty proceeds (as paid by the taxpayer, as lessee, to the owners of the
mineral interests from which the taxpayer's production occurs in Kansas).

DIVIDED BY
Sum of the royalty interest owners share of gross well-head (less any in-kind gas)

production volume, expressed in MCFs for gas or BBLs for oil, for which a royalty is
paid.

MULTIPLIED BY

Actual gross well-head production volume, from the same lease/well (less any in-kind gas
to any other party except the taxpayer) expressed in MCFs for gas or BBLs for oil

EQUALS

Gross value of oil or gas produced from the lease/well in Kansas for the purposes of the
Kansas Mineral Severance Tax, as applied in K.S.A. 79-4201 et. seq.

The following is an example of the application of the above formula to calculate the taxable
gross value from a hypothetical gas lease located in the State of Kansas. This example is
provided for illustrative purposes only. Actual calculations of gross value may or may not
resemble the outcome of this hypothetical case.

5.1
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The Sum of Royalty Proceeds

Residue Gas $192.56

Plant Products $102.96

Helium S 15.57

Sum of Gross Royalty Proceeds ' $311.09

Less Expenses® $(62.01)

Net Royalty Proceeds $249.08
Divided By:

Sum of Royalty Owner’s Share of Gross Well-head

Production Volume (MCFs for gas or BBLs for oil) 187 MCF
Equals Value Per MCF $1.33
Multiplied By:

Actual Gross Well-head Production Volume

(MCFs for gas or BBLs for oil) 8,989 MCF
Equals Taxable Gross Valus 511.955.37

* Expenses are amounts deducted from the royalty owner’s gross proceeds from leasehold
production (the nature of which have been previously allowed by the Department) which are
attributable to the post production costs associated with the sale of the gas to the first purchaser.
These amounts are prorated using the same percentage as that used in allocating the royalty
ownet's share of the gross production volume.

Royalty owners are included in this statute's definition of “producer” (see K.S.A. 79-4216(h))
and royalty statements reflect payments made to the owners for all components of the gas or oil
production at the time of severance. Therefore, it is reasonable to continue following the above
method of calculating gross value when a sale does not occur at the well-head. Royalty
statements reflect an unbundled view of the contributions to gross value made by each
component of natural gas. Because the net royalty proceeds are reviewed, the royalty method of
calculating gross value reasonably captures the well-head value of all components of natural gas.

Karla Pierce
Secretary of Revenue
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TESTIMONY TO THE
SENATE ASSESSMENT AND TAXATION COMMITTEE
IN OPPOSITION TO SENATE BILL 267

APRIL 3, 2003
BY DOUGLAS L. LAMB, PRESIDENT
QUEST RESOURCE CORPORATION

Honorable Senator Corbin and Members of the Comuuttee:

Personal Background. | am president of Ponderosa Gas Pipeline Company, Inc., a
Kansas corporation that is involved in the gas gathering business. 1 have been in the oil and gas
business in southeast Kansas since 1977.

Nature of Business. Ponderosa Gas Pipeline Company, Inc. operates approximately 340
miles of gas gathering pipelincs in southcast Kansas and northeast Oklahoma. Ponderosa gathers
primarily coal bed methane gas from individual wells and delivers the gas to interstate pipeline
terminals or to regional gas consumption facilities. Ponderosa is a subsidiary of Quest Resource
Corporation. Quest also owns subsidiaries that own and operate oil and gas leases in southeast
Kansas.

Use of "Percentage of Proceeds of Gas Purchase Agreement”. Our industry (the gas
gathering industry) utilizes "percentage of proceeds of gas purchase agreements” (as defined in
S.B. 267) in its operations in southeast Kansas. The nature of the gas gathering industry in
southeast Kansas makes a percentage of proceeds agreement the only feasible way to charge our
customers for several reasons.

First, gas gathering pipelines are not a typical utility with long-lived assets. Gas
gathering assets are only useful and productive as long as the wells they serve remain productive.
Operating costs per unit of gas are greater for gas gathering pipelines than for transmitting
utilities due to the lower gas volumes.

Gas gathering pipelines provide a market for gas at the wellhead on the producing
properties. The gas is purchased at the wellhead. The first purchaser of the gas pays the owners
of the production (lessee, mineral interest owner) based upon the market price at the wellhead.
In southeast Kansas this market price at the wellhead is typically 70% to 75% of the benchmark
price available at the interstate pipeline terminals, which is a separate downstream marketplace
often many miles away from the individual producing wells,

The gas gathering industry consists of companies that have constructed the pipeline
infrastructure necessary to gather gas from individual wells and deliver this wellhead gas to a
downstream gas market. The compensation received by gas gathering pipelines is typically 25%

Sonate /155@5.5171dn + <+ 7’4,7"/@-{:'@&
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10 30% of the price available at the interstate pipeline terminals. This “Percentage of Proceeds”
pricing method is necessary because gathering lines are only useful as long as the wells they are
connected to arc producing gas. The risk of the gas gathering industry is similar to the risk
incurred by a gas producer.

Another reason for the percentage of proceeds method is due to price volatility. The
price of gas fluctuates significantly and a fixed gathering charge could become a prohibitive
percentage to the gas producer when the gas price drops, or unfairly low to the gathering entity
when the gas price goces up.

Effect on Royalty Interests. The legislation [section 1(b)] prohibits the making of a
percentage of proceeds agreement if such agreement would cause the royalty paid by the
producer to be less than the royalty that would be paid "based on the amount and quality of the
gas as produced and measured at the wellhead, priced per unit of volume or heating value"”.

The quoted language is unworkable. A royalty that is paid based on sales proceeds from
a percentage of proceeds contract is already a royalty based on the amount and quality of gas
produced and measured at the wellhead. Section 1(b) would require a first purchasing gas
gathering company to calculate a umit price. A gas gathering company cannot make that
calculation in advance of the sale of the gas. It would be possible to estimate variable costs for
each mcf of gas purchased from a lease but to attempt to allocate fixed costs and profit of the
gathering system in southeast Kansas among all leases would be impossible.

Most oil and gas lease agreement provide that a royalty is calculated based on price at the
wellbead. This legislation would require revising the Jeases by inserting the quoted language
into the lease agreements. This would, in effect, impair existing oil and gas leases which are
contractual legal documents.

The legislation is misguided if it intends to legislate the payment of royalty income based
on downstream markets instead of wellhead markets. The gas gathering pipeline delivery point
comprises a different marketplace than the wellhead marketplace. The only way a royalty or
working interest owner can market their gas at the wellhead is if a gas gathering company was
willing to risk the significant investment required to build a gathering line to a downstream
marketplace. The royalty and working interest owners of a producing gas well have no right to
participate in the downstream marketplace created by the gas gathering company. Their
marketplace is at the wellhead, in accordance with the oil and gas lease, unless different terms
have been negotiated.

In the case of our company, millions of dollars have been invested by Ponderosa_ Gas
Pipcline Company, Inc. for the construction of its gas gathering pipeline network to prowdc a
wellbead market for numerous gas producing properties in southeast Kansas. The viability of
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Effect on Severance Tax. The legislation [section 1(¢)] prohibits the making of a
percentage of proceeds agreement if such agreement would cause the severance tax owed on gas
to be less than the severance tax that would be owed "on the volume of gas as produced and
measured at the wellhead”.

The quoted language is unworkable, A percentage of proceeds agreement already
establishes the value of the production at the wellhead based on volume. This amount is subject
to the severance tax. The two amounts discussed in section 1(c) of the bill [value of production

under percentage of proceeds and value of gas produced and measured at the wellhead] are the
same number,

Summary-System is not Broke. The system is not broke. A percentage of proceeds
agreement results in royalty and severance tax payments that are based on the market valuc of

production at the wellhead. Gas gathering systems in southeast Kansas compete for business. If
a gas gathering system is charging an above market rate at the wellhead by using a percentage of
proceeds agreement, then another system will invest the capital, offer a lower percentage, and
take the business. The market is competitive and it works.

Even if the lessee is a related party to the gas gathering company, the contracts with non-
related producers provide a yardstick for the market and such discrimination is not practiced. In
our business, I estimate that approximately 40% of our contracts are with non-related entities.

The bill says that the percentage of proceeds agreement is against public policy. What
about the fundamental policy of freedom of contract?

There is no need for this bill and I ask you to vote "no™ in this committee. Thank you.

Sincerely,

Yoginidat
Douglas L. Lamb

Quest Resource Corporation
P. O. Box 100

Benedict, KS 66714
620-698-2250
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SOYTHWEST KANSAS ROVALTY OWNERS ASSOCIMATION

. | FTY—I Phone (620) 544-4333 E-mail: SWKROA@pld.com 209 E. 6th St. / P.0. Box 250
: Fax (620) 544-2230 http://users.pld.com/swkroa Hugoton, Kansas 67951
Hasked
Seward

PHIL DICK, PRESIDENT
ERICK NORDLING, EXECUTIVE SECRETARY
B.E. NORDLING, ASS'T. SECRETARY

ERICK E. NORDLING, EXECUTIVE SECRETARY
SOUTHWEST KANSAS ROYALTY OWNERS ASSOCIATION
HUGOTON, KANSAS 67951

April 3, 2003

To the Honorable Members of the Senate Committee Ways and Means:
RE: Senate Bill 267 relating to percent of proceeds gas purchase agreements
Chairman Corbin and Members of the Committee:

My name is Erick E. Nordling of Hugoton. I am Executive Secretary of the Southwest Kansas Royalty
Owners Association (SWKROA). | am appearing on behalf of members of our Association.

DISCUSSION OF SB 267

SWKROA has had little opportunity to consider the implications of Senate Bill No. 267. The bill should
be carefully reviewed to determine its impact on the payment of gas royalties and on the collection of
severance taxes.

An oil and gas lease is the agreement between the mineral owner (lessor) and an oil and gas company
(lessee) for the right to explore and develop the mineral rights on the leasehold. In return, the lessor is
entitled to royalty for the gas and oil that is produced and sold. Most leases provide for the royalty owner
to be paid on a fractional basis, such as 1/8th or 3/16ths, for the royalty share of production. The proposed
legislation could effect the payment of royalties under the terms of the lease.

We appreciate the sponsoring Senators efforts to protect royalty owners from percent of proceeds gas
purchase contracts. However, because of the potential implications of the bill, we respectfully request that
the ramifications of this bill on royalty owners and severance tax collections be fully explored. We would
like to be able to supplement our comments and recommendations about the proposed legislation.

Thank you for this opportunity to present these concerns to your honorable committee.
Respectfully submitted,

Erick E. Nordling,
Executive Secretary, SWKROA

“Protecting And Serving Mineral & Royalty Owners Since 1948
Senate
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JOAN WAGNON, SECRETARY KATHLEEN SEBELIUS, GOVERNOR
DEPARTMENT OF REVENUE

OFFICE OF THE SECRETARY

Testimony to Senate Committee on Assessment and Taxation
Joan Wagnon
Secretary of Revenue

April 3, 2003
House Bill 2416—Tax Amnesty

Chairman Corbin and Members of the Committee:

The Department is implementing a two-phased tax amnesty program, with Phase 1 having started
in early February. Phase 1, which does not require authorizing legislation, involves an
aggressive campaign to pursue settlement negotiations on pending assessments, with the goal of
resolving those that should be settled prior to the end of this fiscal year. House Bill 2416 will
provide the Department legislative authority to implement Phase 2, which will involve a tax
amnesty program to be conducted this coming fall, and will offer waiver of penalties and interest
to taxpayers with accounts in collection or who are non-filers or under-reporters upon payment in
full of the underlying taxes, if payment is received between October 1, 2003 and November 30,
2003.

Phase 1—Accelerated Settlement Program
In Phase 1, the Department is exercising its existing authority to settle disputed matters. This
involves an effort to accelerate reasonable settlement of assessments on a non-principled basis,
including those pending before the Office of Administrative Appeals, the Board of Tax Appeals
(BOTA) or in the judicial review process.

Purpose
The purpose of Phase 1, the accelerated settlement program, is to bring in as much revenue as

possible before the end of FY 03 from disputed assessments, in order to help alleviate the current
fiscal situation.

Goal
The goal of the accelerated settlement program is to bring in additional tax revenue in excess of

$12.5 million in FY 03.

Tax Types Included
The Department is focusing on assessments for individual and corporate income tax, as well as
state and local sales and compensating use tax, but would welcome inquiries from taxpayers with

DOCKING STATE OFFICE BUILDING, 915 SW HARRISON ST., TOPEKA, KS 66412-1588
Voice 7835-296-3081 Fax 785-296-7928  http://www ksrevenue.org/ . .
Senate Bssessimens b TaAtetion
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disputed assessments for privilege tax, estate tax, liquor taxes, cigarette and tobacco taxes,
employer withholding and mineral taxes. Included taxes are those owed for tax periods ended by
December 31, 2002, except that for income tax and privilege tax, included taxes are only those
owed for tax periods ended by December 31, 2001. This would specifically exclude income and
privilege taxes for tax year 2002, the returns for which are now being processed.

Assessments Included
The assessments to be included in the accelerated settlement program include: those in dispute

and pending before the Office of Administrative Appeals, BOTA or under judicial review; and
assessments or proposed assessments (under audit).

Matters not included

Not included in the accelerated settlement program are: assessments under appeal or subject to
appeal that are not candidates for settlement; assessments for which appeal rights have expired or
have been exhausted ( in collections); and tax liability from underpayment or nonpayment of
amounts declared due on returns.

Settlement Procedures

For assessments that can be reasonably settled, the taxpayer will have the opportunity to resolve
the assessment on a non-principled basis, if the negotiated amount is paid in full within a stated
time period but prior to June 30, 2003. The taxpayer must agree to waive any further appeal
rights with respect to the assessment and must further waive any right to seek a refund of the
amount paid. If the taxpayer makes payment on or before the given deadline and pursuant to the
settlement terms, then the assessment will be deemed paid in full and resolved. The taxpayer’s
account with respect to the assessment will be adjusted to reflect the settlement under the
accelerated settlement program.

Tracking Procedures
Revenue attributable to acceptances of settlement offers made under the accelerated settlement

program will be separately tracked, so that a determination can be made as to whether the $12.5
million FY 03 goal has been met.

Phase 2

House Bill 2416 authorizes Phase 2, the tax amnesty program for the fall of 2003. Under this
proposal, the Department would be given authority to waive penalties and interest for taxpayers
with accounts in collection and taxpayers who are non-filers or under-reporters if the unpaid
taxes due and owing for tax periods ended by December 31, 2002 (except for income and
privilege taxes, the tax must be due and owing for tax periods ended by December 31, 2001), are
paid between October 1, 2003 and November 30, 2003. Assessments issued by the Department’s
audit staff, which are pending as of February 6, 2003 or issued after that date, will not be eligible
for Phase 2. Taxpayers under audit on or after February 6, 2003 will not be eligible for Phase 2.
Assessments under review or affirmed by BOTA or a reviewing court are not eligible for Phase
2. A taxpayer who had the opportunity to participate in Phase 1, the accelerated settlement
program, will not be eligible for Phase 2.

Purpose
The purpose of Phase 2, the tax amnesty program, is to convert as many outstanding accounts

receivable as possible into much needed revenue during the first half of FY 04.



Goal
The goal of the tax amnesty program is to bring in additional tax revenue of $19.5 million during

the first half of FY 04.

Tax Types included

State and local sales and compensating use tax, employers withholding tax, privilege tax, estate
tax, liquor taxes, cigarette and tobacco taxes, and mineral taxes due and owing for tax periods
ending on or before December 31, 2002; individual and corporate income taxes and privilege
taxes due and owing for tax periods ending on or before December 31, 2001. This would
specifically exclude income and privilege taxes for tax year 2002, the returns for which are now
being processed. Taxpayers owing compensating use tax on out-of-state catalog or Internet
purchases will have the opportunity to participate in Phase 2 as non-filers.

Timetable

Assuming House Bill 2416 is enacted, during June through August 2003, the Department will
identify all taxpayers with delinquent accounts in collection under the above tax types and
attempt to notify them that the Department will waive all penalties and interest due with respect
to delinquent tax liability, if the underlying taxes due are paid between September 1, 2003 and
October 31, 2003. The notices will include payment vouchers marked as part of the amnesty
program and return envelopes. Also during that time, the Department will post downloadable
mformation on its website about the tax amnesty program and will seek to publicize the program
as much as possible.

Revenue Tracking
Once the notices to delinquent taxpayers are sent, the Department will track payments received

under the tax amnesty program through the vouchers.




